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Open Market Operations in the 1990s

Cheryl L. Edwards, of the Board’s Division of Mone-
tary Affairs, prepared this article. Gerard Sinzdak
provided research assistance.

Open market operations are the Federal Reserve’s
principal tool for implementing monetary policy.'
These purchases and sales of U.S. Treasury and fed-
eral agency securities largely determine the federal
funds rate—the interest rate at which depository insti-
tutions lend balances at the Federal Reserve to other
depository institutions overnight. The federal funds
rate, in turn, affects monetary and financial condi-
tions, which ultimately influence employment, out-
put, and the overall level of prices.

The objectives and conduct of open market opera-
tions have evolved over the years, partly in response
to the way the Federal Open Market Committee—the
Federal Reserve’s primary monetary policymaking
body—implements policy and explains it to the pub-
lic. Also shaping the conduct of open market opera-
tions have been changes in financial markets, includ-
ing a move to arrange transactions in the market for
repurchase agreements earlier in the day, prompted
by the Federal Reserve’s imposition of a fee on
daylight overdrafts in the accounts of depository
institutions. Another important influence has been a
decline in the balances that depository institutions are
required to hold at the Federal Reserve stemming
from the widespread adoption of retail sweep pro-
grams, which transfer funds from deposit accounts
that are subject to reserve requirements to deposit
accounts that are not.

FEDERAL RESERVE BALANCES
AND RESERVE OBJECTIVES

Open market operations are a powerful tool in imple-
menting monetary policy because of their connection
with the total supply of balances at the Federal
Reserve and the federal funds rate. Many depository

1. The other tools of monetary policy are reserve requirements and
the discount window, the Federal Reserve’s lending facility. See
Joshua N. Feinman, “Reserve Requirements: History, Current Prac-
tice, and Potential Reform,” Federal Reserve Bulletin, vol. 79
(June 1993), pp. 569-89, and James A. Clouse, “Recent Develop-
ments in Discount Window Policy,” Federal Reserve Bulletin, vol. 80
(November 1994), pp. 965-77.

institutions maintain accounts at Federal Reserve
Banks that they use to make payments on behalf of
their customers or themselves. They use the end-of-
day balances in these accounts to meet reserve and
other balance requirements (See box “Reserve Con-
cepts, Technical Factors, and Required Clearing Bal-
ances.”) If a depository institution anticipates that it
will end the day with a larger balance than it wants, it
can reduce that balance in several ways depending on
how long it expects the surplus to persist. For exam-
ple, if it expects the surplus to be temporary, the
institution often lends the excess balance overnight to
a depository institution that anticipates having a
smaller end-of-day balance than it wants. The market
in which the lending of Federal Reserve balances
takes place is the federal funds market, and the inter-
est rate at which the loan is made is the federal funds
rate.? The total supply of Federal Reserve balances
available to depository institutions is determined pri-
marily by open market operations. Through these
operations, the Federal Reserve has considerable
influence over conditions in the federal funds market.

Open market operations can be directed at achiev-
ing a desired quantity of balances, as specified by the
Federal Open Market Committee (FOMC), or a
desired price (federal funds rate), but they may not be
able to achieve both at once. The greater the empha-
sis on a quantity objective, the more short-run
changes in the demand for balances will influence the
federal funds rate; conversely, the greater the empha-
sis on a funds-rate objective, the more shifts in
demand will influence the quantity of Federal
Reserve balances.

Over the years, the Federal Reserve has used varia-
tions of both approaches to open market operations.3

2. Federal funds lending is not collateralized; therefore, different
depository institutions pay different rates for loans depending on their
creditworthiness. Depository institutions can arrange transactions
directly between themselves, or for large transactions they can use a
federal funds broker. Typically, the term *federal funds rate™ refers to
the rate at which the most creditworthy institutions borrow and lend
balances in the brokered market.

3. Detailed discussions of the history of monetary policy can be
found in Ann-Marie Meulendyke, US. Monetary Policy and Financial
Markets (New York: Federal Reserve Bank of New York, 1989),
pp. 1847, and in Ann-Marie Meulendyke, “A Review of Federal
Reserve Policy Targets and Operating Guides in Recent Decades,”
Federal Reserve Bank of New York Quarterly Review, vol. 13
(Autumn 1988), pp. 6-17.
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Reserve Concepts

Total reserves equal vault cash used by depository institu-
tions to meet reserve requirements (so-called applied vault
cash) plus reserve balances held by depository institutions
at their Federal Reserve Banks. Reserve balances, and thus
total reserves, exclude required clearing balances of deposi-
tory institutions,

Demand for Reserves

The demand for reserves has two components, required
reserves and excess reserves.

Required Reserves (RR). Each depository institution
must hold a percentage of certain of its deposit liabilities as
reserves. Reserve requirements are currently applied to the
average level of transaction deposits over a two-week com-
putation period and are specified as an average level to be
maintained over a two-week reserve maintenance period.’
A depository institution’s reserve requirement is satisfied
first by its vault cash—currency held in its vault—and. if
vault cash is insufficient, by the end-of-day balances it
maintains during the reserve maintenance period in its
account at its Federal Reserve Bank. Holding required
reserve balances—the difference between required reserves
and applied vault cash—is costly for a depository institution
because the Federal Reserve does not pay interest on these
balances.

Excess Reserves (ER). A depository institution may
choose to hold balances at its Federal Reserve Bank in
addition to those it must hold to meet reserve requirements;
these balances are called excess reserves. Depository insti-
tutions hold excess reserves to avoid deficiencies in their
required reserve balances and to avoid overnight overdrafts.
both of which are subject 10 charges. In general, depository
institutions hold few excess reserves because these holdings
do not earn interest. Most excess reserves are held by small
depository institutions for whom the cost of very close
management of reserve balances would exceed the interest
they could earn by holding fewer excess reserves. Vault

. Approximately 99 percent of all required reserves are held by deposi-
tory institutions that meet their reserve requirements on a two-week average
basis. The computation and maintenance periods for these depository institu-
tions are nearly contemporaneous. Small depository institutions hold the
remaining required reserves. The computation and maintenance periods for
these institutions are one-week long. but there is a lag between the two
perieds.

Reserve Concepts, Technical Factors, and Required Clearing Balances

cash held in excess of reserve requirements is not included
in excess reserves or in total reserves.

Supply of Reserves

The supply of reserves has two components, borrowed
reserves and nonborrowed reserves.

Borrowed Reserves (BR). Borrowed reserves are bal-
ances provided to depository institutions through the Fed-
eral Reserve’s discount window lending facility. In general,
a depository institution is expected to use the discount
window to meet its liquidity needs only after drawing on ali
other reasonably available sources of funds. This adminis-
trative criterion limits considerably the use of the window,
even though the rate charged for discount window loans—
the discount rate—is typically below the federal funds rate.
Since the mid-1980s, depository institutions have become
quite reluctant to turn to the discount window because of
concerns that their borrowing might become known to
private market participants—even though the Federal
Reserve treats the identity of borrowers in a highly confi-
dential manner—and that such borrowing might be viewed
as a sign of weakness.? As a result, the volume of balances
supplied through the discount window is generally a very
small fraction of the total supply of reserves.

Nonborrowed Reserves (NBR). Nonborrowed reserves
are reserves provided to depository institutions through
means other than the discount window and include applied
vault cash. Over time, nonborrowed reserves are affected
primarily by open market operations. They are also influ-
enced by changes in technical factors (described below).
Although the Federal Reserve does not have complete con-
trol over technical factors, it can offset fairly closely their
effects on nonborrowed reserves through open market
operations. and thus it can exercise considerable control
over the supply of reserves.

In equation form, the reserve concepts are related as
follows:

TR =RR + ER = BR + NBR.

At equilibrium, the total demand for reserves must equal the
total supply of reserves.

2. Sce Clouse, “Recent Developments in Discount Window Policy.”

During most of the 1970s, it targeted the federal
funds rate. In October 1979, at a time when anti-
inflationary restraint was called for, it began instead
to target the quantity of reserves—specifically, non-
borrowed reserves—to achieve greater control over
M1, the narrowest measure of the money stock.

Under this approach, market interest rates varied over
a wide range, mainly in response to deviations in M1
growth from the FOMC'’s objective.

By late 1982, it had become clear that financial
innovation had weakened the historical link between
M1 and the economic objectives of monctary policy,
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Technical Factors
Affecting Nonborrowed Reserves

Technical factors are items on the Federal Reserve’s bal-
ance sheet other than loans and holdings of domestic securi-
ties that can affect the supply of nonborrowed reserves to
depository institutions.® The key factors are described here.

Currency. The Federal Reserve supplies currency to
depository institutions. When it does so, it debits the Fed-
eral Reserve account of the depository institution receiving
the currency, thus draining reserve balances from the
depository system. The amount of currency demanded by
the public, both in the United States and abroad, tends to
grow over time, in part reflecting increases in nominal
spending. Consequently, an increasing volume of reserve
balances is drained from the depository system and must be
replenished. The expansion of currency outstanding is the
primary reason the Desk conducts outright purchases of
securities.

Treasury Balance. The US. Treasury maintains an
account at the Federal Reserve. When a payment is made to
the Treasury, the Federal Reserve account of the depository
institution on which the payment is drawn is debited, and
the Federal Reserve account of the Treasury is credited. The
Treasury is not a depository institution, so the transaction
drains reserve balances from the depository system. The
Treasury’s Federal Reserve balance is the most volatile
technical factor that affects nonborrowed reserves, espe-
cially in the weeks following the April 15 deadline for
federal income tax payments.

Federal Reserve Float. Federal Reserve float is created
when the account of the depository institution presenting a
check for payment is credited before the account of the
depository institution on which the check is drawn is deb-
ited. This situation can arise because credit is granted to the
presenting depository institution on a preset schedule,
whereas the paying institution’s account is not debited until

3. A more detailed discussion of the factors affccting nonborrowed
rescrves can be found in Ann-Marie Meulendyke. US. Manetary Policy and
Financial Markets, pp. 141-47.

Reserve Concepts, Technical Factors, and Required Clearing Balances—Continued

the check is physically presented to it. Float temporarily
adds reserve balances to the depository system because,
until the paying institution’s account is debited, the two
depository institutions essentially are credited with the same
reserve balances. Float is most volatile following inclement
weather that disrupts the normal check-delivery process.

Foreign Exchange. When the Federal Reserve purchases
dollars, it does so by selling assets denominated in foreign
currencies. It debits the account of the purchaser of the
foreign currency asset (or the purchaser’s depository institu-
tion if the purchaser is not a depository institution) for the
dollar value of the transaction, so reserve balances decrease.
Conversely, when the Federal Reserve sells dollars, it pur-
chases assets denominated in foreign currencies. It credits
the account of the seller’s depository institution for the
dollar value of the transaction, and reserve balances
increase. The effects of these transactions on reserve bal-
ances are sterilized, or offset, by open market operations.

Required Clearing Balances

Depository institutions that use Federal Reserve priced ser-
vices (such as check clearing or electronic payment ser-
vices) may establish required clearing balances at their
Federal Reserve Banks. When a depository institution estab-
lishes a required clearing balance. it commits in advance
to holding a specified balance, above its required reserve
balance, on average over the reserve maintenance period.
Required clearing balances, like excess reserves, provide
a cushion against overnight overdrafts; unlike excess
reserves, however, required clearing balances earn implicit
interest, in the form of earnings credits. If the depository
institution fails to satisfy its required clearing balance, the
deficiency is subject to a charge.

Although they are excluded from reserve measures
because they cannot be used to meet reserve requirements,
required clearing balances play an important role in helping
depository institutions avoid overnight overdrafts. For the
Desk’s purposes, required clearing balances are included
in nonborrowed reserves as a technical factor absorbing
reserves.

and the FOMC began to make more discretionary
decisions about money market conditions, using a
wider array of economic and financial variables to
judge the need for an adjustment in short-term inter-
est rates. In the day-to-day conduct of open market
operations, this change was manifested in a shift of
focus from a nonborrowed reserve target to a bor-
rowed reserve target. The Federal Reserve routinely
supplies fewer reserves than the estimated demand,
thus forcing depository institutions to meet their

remaining need for reserves by borrowing at the
discount window. The total amount borrowed is lim-
ited, however, even though the discount rate is gener-
ally below the federal funds rate, because access to
discount window credit is restricted. In particular,
depository institutions are required to pursue all other
reasonably available sources of funds, including those
available in the federal funds market, before credit is
granted. During the time it was targeting borrowed
reserves, the Federal Reserve influenced the level of
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the federal funds rate by controlling the extent to
which depository institutions had to turn to the dis-
count window. When it wanted to ease monetary
policy, it would reduce the borrowed reserve target
and supply more nonborrowed reserves to meet esti-
mated demand. With less pressure to borrow from the
discount window, depository institutions would bid
less aggressively for reserve balances at the Federal
Reserve, and the federal funds rate would fall.

Beginning in the mid-1980s, spreading doubts
about the financial health of some depository institu-
tions led to an increasing reluctance on the part of
many institutions to borrow at the discount window,
thus weakening the link between borrowing and the
federal funds rate.* Consequently, the Federal
Reserve increasingly sought to attain a specific level
of the federal funds rate rather than a targeted quan-
tity of borrowed reserves.

In early 1994, the FOMC was preparing to tighten
monetary policy for the first time in five years, and it
wanted the public to understand its objectives as
quickly and clearly as possible. For many years, the
FOMC did not announce changes in the stance of
monetary policy. Instead, market participants had to
infer changes from the type of open market operation
conducted and the level of the federal funds rate
relative to their perceptions about the FOMC’s target
rate. The perceived change would then be publicized
through wire service stories and other press accounts.
This means of communicating could, and on a few
occasions did, lead to misunderstandings about the
stance of policy or to delays in recognizing changes.
As a result, the FOMC in 1994 began announcing
changes in its policy stance, so that the public would
learn of any change immediately. In 1995, it sought
to make its announcements even clearer by explicitly
stating its short-term objective for open market opera-
tions, which is currently a target level for the federal
funds rate.

OPEN MARKET OPERATIONS: AN OVERVIEW

Open market operations affect the supply of Federal
Reserve balances to depository institutions. Purchases
of securities increase the quantity of Federal Reserve
balances because the Federal Reserve creates the
balances to pay the seller by crediting the account of

4. See Clouse, “Recent Developments in Discount Window Pol-
icy.” See also “Monetary Policy and Open Market Operations during
1988, Federal Reserve Bank of New York Quarterly Review, vol. 14
(Winter—Spring 1989), pp. 83-102.

the seller’s depository institution at the Federal
Reserve. Conversely, sales of securities decrease the
quantity of Federal Reserve balances because the
Federal Reserve extinguishes balances when it debits
the account of the purchaser’s depository institution
at the Federal Reserve. In contrast, when financial
institutions, business firms, or individuals conduct
transactions among themselves, they simply redistrib-
ute existing balances held at the Federal Reserve
without changing the aggregate level of those
balances.®

Domestic Securities Holdings

Open market operations are arranged by the Domes-
tic Trading Desk at the Federal Reserve Bank of
New York (the Desk) under authorization from the
FOMC, which was created by statute to direct open
market operations. Operations are conducted in
domestic securities, primarily U.S. Treasury and
federal agency securities.® Nearly all of the Federal
Reserve’s domestic securities holdings are Treasury
securities, with roughly equal shares of Treasury bills
and Treasury coupon securities—notes and bonds
(table 1). Federal agency securities have accounted
for only a small proportion of the domestic securities
portfolio since the Federal Reserve began purchasing
such securities in 1971. The Desk has not added to
the Federal Reserve’s permanent holdings of agency
securities through open market purchases since 1981;
moreover, when suitable replacements for maturing
issues have not been offered, the Desk has had to
allow existing holdings to mature without replace-
ment. As a result, the Federal Reserve’s holdings of
federal agency securities have declined steadily, and
recently the Desk stated that it will permit the remain-
der of these holdings to mature without replacement.
It continues, however, to acquire agency securities in
temporary operations, which are discussed below.

5. More dctailed discussions of open market operations can be
found in Meulendyke, US. Monetary Policy and Financial Markets,
and in M.A. Akhtar, Understanding Open Market Operations
(New York: Federal Reserve Bank of New York, 1997).

6. The Desk is also authorized to conduct limited operations in
bankers’ acceptances, and it was very active in that market until 1977,
when the FOMC decided to discontinue outright purchases under
ordinary circumstances. Outright transactions in bankers’ acceptances
had not contributed materially to meeting reserve needs for a number
of years, and the FOMC noted that the market had become mature and
efficient and no longer needed support from Federal Reserve opera-
tions. Similar motivations prompted the FOMC to discontinue tempo-
rary purchases of bankers’ acceptances in 1984,

The Federal Reserve also holds securities denominated in foreign
currencies. Purchases and sales of these securities are not considered
open market operations.
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1. Federal Reserve holdings of US. Treasury and federul
agency securities, September 24, 1997

2. Average maturity of marketable US. Treasury securities,

selected years, 1975-97

Billions of dollars Months
Type of security Holding Year Federal Reserve Holdings of
holdings private investors
Treasury bills! ........cooiiiiiiiiiiiiiii e 209.6
Treasury cOUpoOn SECUMties .......v.voiviviererrieenns 2165 31 29
NOES +. . eeemeoeemmneeree s eeerineeetaaenannnines 161.5 54 45
BOMUS eeveveeeceninnaaeinnrennaeernnnerenaes 550 47 60
Federal agency .........cooeiiiiiiniaieiniineiniiiins 9
Total Treasury and agency ...........ocoeeereenrnnn., 4270 gg ;;
1. Includes Treasury bills sold under matched sale—purchase transactions. gg Zg
38 66
. s . 39 63
The overall size of the Federal Reserve’s portfolio a 8
of domestic securities is dictated by the FOMC’s X

monetary policy objectives. The liquidity and matu-
rity of that portfolio depend on the FOMC’s prefer-
ences, which have evolved over time. In the early
1980s, the average maturity of the portfolio was
slightly more than four years, similar to the average
maturity of the public’s holdings of marketable U.S.
Treasury debt (table 2). In 1984, when Continental
1llinois National Bank faced a severe liquidity crisis,
emphasis on the liquidity of the portfolio increased
because the Desk had to offset the massive volume of
balances provided to Continental through the dis-
count window. The Federal Reserve was able to
maintain the desired level of reserve balances by
allowing Treasury bills to mature without replace-
ment and by selling them in a market that was recep-
tive to liquid short-term issues of the highest quality.
The crisis underscored the importance of having a
liquid portfolio, one that could accommodate devel-
opments requiring large cuts in holdings over a short
period. Over the next seven years, the average matu-
rity trended down as the Desk purchased more Trea-
sury bills than Treasury coupon issues on balance.”
By the end of 1991, the average maturity of the
portfolio was just under three years.

In the spring of 1992, the FOMC reviewed the
maturity structure of the Federal Reserve’s portfolio
holdings. It concluded that the portfolio was suffi-
ciently liquid and directed the Desk to take steps to
keep the average maturity from falling further. Fol-
lowing a further review in September 1996, the
FOMC confirmed its view that the primary objective
in managing the composition of the Federal Reserve’s
domestic securities portfolio was to ensure a high
degree of liquidity.

7. The notable exception in this downtrend occurred in 1989, when
the average maturity ticked up. Heavy purchases of foreign currency
by the Federal Reserve injected more reserve balances into the deposi-
tory system than were consistent with reserve objectives, and the Desk
absorbed the overabundance through sales of Treasury bills.

Note, End-of-year data except 1997, for 1997, end-of-June data. Federal
Reserve holdings exclude the effects of securities acquired and sold in
temporary transactions.

Sourcke. Federal Reserve Bank of New York and Treasury Bulletin.

Counterparties

The FOMC'’s authorization to conduct open market
operations permits the Desk to conduct business with
foreign official and international institutions that
maintain accounts at the Federal Reserve Bank of
New York and with securities dealers. The dealers
with which the Desk transacts business are called
primary dealers. For many years, primary dealers
were expected to meet market share and capital
requirements, to bid meaningfully for new securities
at U.S. Treasury auctions, and to permit review of
their dealer activities by the Federal Reserve through
statistical and financial reporting and on-site visits.?
In addition to being invited to bid in open market
operations, primary dealers, unlike other dealers,
were allowed to bid on behalf of customers at all
Treasury auctions and to bid at Treasury note and
bond auctions without first making a deposit or
obtaining a guarantee. The practice of transacting
with a limited number of dealers was intended to
foster the development of active and liquid secondary
markets for Treasury debt, to promote vigorous bid-
ding at Treasury auctions, and to ensure that the
Federal Reserve had counterparties who could handle
its large orders efficiently and sately.

In 1991, following disclosures of bidding irregu-
larities at Treasury auctions by Salomon Brothers,
Inc., the Treasury, the Securities and Exchange Com-
mission, and the Federal Reserve reviewed many
aspects of the market for Treasury securities, includ-

8. See also “Monetary Policy and Open Market Operations during
1991,” Federal Reserve Bank of New York Quarterly Review, vol. 17
(Spring 1992), pp. 1-24.
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Estimating the Need for Open Market Operations

The first step in estimating the need for open market opera-
tions is constructing the nonborrowed reserve objective.
Rearranging the equation that defines reserve concepts,

NBR =RR + ER — BR.

The demand for required reserves (RR) is estimated by staff
at the Federal Reserve Bank of New York and at the Board
of Governors on the basis of data on deposits reported by
depository institutions. The Desk assumes that the demand
for excess reserves (ER) will be $1 billion, but it sometimes
adjusts that figure as the maintenance period progresses on
the basis of econometric models and data on holdings of
excess reserves by type of depository institution (for exam-
ple, large banks, small banks, thrift institutions, and U.S.
branches of foreign banks). The supply of borrowed
reserves (BR) is estimated by the Desk as the amount of
reserve balances to be supplied through the discount
window that is consistent with the difference between the
discount rate and the FOMC’s target federal funds rate.
Most discount window borrowing is done under the sea-
sonal program, and the interest rate charged is a floating,
market-based rate; such borrowing rises in the spring (as
loans are extended during the planting season), peaks in the
summer, and tapers off in the fall (as loans are repaid after
the harvest). Once these three estimates are available, the

equation is used to construct the nonborrowed reserve
objective. For example, if required reserves are estimated at
$47.5 billion, the demand for excess reserves is assumed
to be $1 billion, and borrowed reserves are estimated at
$0.4 billion, then the nonborrowed reserve objective for the
period is $48.1 billion.

The second step is forecasting the supply of nonborrowed
reserves in the absence of any additional open market
operations over the remainder of the maintenance period.
These forecasts, which are provided to the Desk by staff at
the New York Reserve Bank and the Board, include an
estimate of the amount of vault cash that depository institu-
tions will use to meet their reserve requirements.

The amount of reserve balances that must be added or
drained through open market operations each day, on aver-
age, over the entire reserve maintenance period is the differ-
ence between the nonborrowed reserve objective and the
projected supply of nonborrowed reserves. If the projected
supply exceeds the objective, the Desk must drain reserve
balances during the period. If the objective exceeds the
projected supply, the Desk must add reserve balances; for
example. if the staff estimates that the supply of nonbor-
rowed reserves is $44.1 billion for the period and the
objective is $48.1 billion, then the Desk needs to add a daily
average of $4 billion over the maintenance period.

ing the primary dealer system.® The review prompted
the Federal Reserve to establish a more open system
of trading relationships based primarily on the
value of the dealers as counterparties for the Federal
Reserve and the Treasury. The Federal Reserve
dropped the market share criterion, which was
viewed by some market participants as a barrier, and
discontinued its dealer surveillance function, in part
to emphasize that the Federal Reserve does not regu-
late primary dealers. As it always has, the Federal
Reserve does require that primary dealers be active
and competitive participants in open market opera-
tions and that they be consistent and meaningful
participants in Treasury auctions. It also requires that
primary dealers meet the capital standards of their
primary regulators rather than a standard set by the
Federal Reserve. In addition, primary dealers must
freely and candidly supply the Desk with information
on market activity. The joint agency review also
prompted the Treasury to change its auction proce-
dures, extending to other dealers the privileges once
enjoyed only by primary dealers. The number of

9. The findings of the review are reporied in Joint Report on the
Government Securities Market (Washington, D.C.: Government Print-
ing Office, January 1992).

primary dealers currently is close to its 1991 level:
Some dealers have been added to the list, while a few
have either exited the business or merged with other
primary dealers.

fitt DALY CONDUCT
1 OPEN MARKET OPFRATIONN

Each morning, the staff at the Domestic Trading
Desk decide whether an open market operation is
necessary and, if so, whether it should be an outright
or a temporary operation.

Deterinining the Need for an Operation

Staff at the Federal Reserve Bank of New York and at
the Board of Governors provide the Desk with esti-
mates of the average supply of and demand for
reserves for the current two-week reserve mainte-
nance period (and two future periods), along with the
daily estimates that underlie the averages for the
current period. The estimates of period-average
reserve demand, less an allowance for discount win-



dow borrowing consistent with the federal funds rate
target, yield an objective for nonborrowed reserves.
(See box “Estimating the Need for Open Market
Operations.”) This objective is modified as the main-
tenance period progresses to incorporate new infor-
mation on reserve demand or borrowing. The objec-
tive is compared with the projected supply of
nonborrowed reserves absent any additional open
market operations during the maintenance period.
The difterence between the objective and the pro-
jected supply indicates the amount of reserve bal-
ances that must be added or drained each day, on
average, over the cntire maintenance period: If the
objective for nonborrowed reserves exceeds the pro-
jected supply, the Desk needs to add reserve bal-
ances; 1if the projected supply of nonborrowed
reserves exceeds the objective, the Desk needs to
drain reserve balances. The points during the main-
tenance period at which reserve balances are added or
drained and the types of operations conducted depend
importantly on the expected duration and daily pat-
tern of the reserve need.

Ouwtright Operations

If staff projections indicate a large and persistent
imbalance between reserve demand and supply, say
for a month or more, the Desk may conduct an
outright purchase or sale of securities. (See box
“Types of Open Market Operations.”) Such transac-
tions increase or decreasc the size of the Federal
Reserve’s portfolio (and thus add or drain reserve
balances) permanently. The Desk conducts far more
outright purchases than outright sales, primarily
because it must offset the reserve drain resulting from
the public’s increasing demand for currency.

Before 1995, the Desk entered the market to con-
duct outright operations only a few times each year. [t
would wait until reserve needs were large enough
to warrant a sizable transaction—on the order of
$3 billion to $4 billion—in part because such opera-
tions, especially coupon purchases, were time con-
suming. For a coupon purchase, for example, the
Desk had to review numerous offers on about two
hundred securities. (The number and volume of out-
right purchases in recent years are shown in table 3.)
Automation of the bidding process in 1994 decreased
the time needed to evaluate offers, but dealers still
had to wait a significant amount of time between
submitting offers and learning whether their ofters
had been accepted. For that reason, dealers, in pricing
their offers, took into account the risk that mar-
ket prices might move adversely while they were
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3. Outright purchases in the market, 1990-97

Treasury bills Treasury coupon securities
: )
Year Volume Volume
owmber of | (billions of | Number of | iions of
dollars) dollars)
5 16.6 1] e
3 8.1 1 23
3 9.7 3 12.3
2 8.6 4 16.8
2 1.7 4 17.0
1995 ....... 2 82 5 9.1
1996 ....... 2 9.8 5 72
1997 ....... 1 4.0 13 17.4

NoTE. Data for 1997 are through September 24

waiting. In November 1995, the Desk changed its
approach to outright coupon purchases. It now
divides up a purchase of coupon securities, focusing
on only a portion of the maturity spectrum rather than
on all maturities at once. This approach has further
decreased the turnaround time for such operations
and has likely resulted in better prices to the Desk.
The Desk still purchases all maturities of Treasury
coupon issues, but it generally spreads its purchases
over several weeks, in keeping with the size of esti-
mated reserve needs. With this new procedure, the
Desk is better able to tailor its purchases to reserve
needs. In addition, the operations, which had been
conducted only in the early afternoon, can now be
conducted in the morning as well.

Temporary Operations

If staff projections indicate only a short-lived need
to add or drain reserve balances, the Desk usually
conducts a temporary operation. Such operations are
far more common than outright operations, partly
because daily fluctuations in technical factors alter
reserve supply (as discussed in the box “Reserve
Concepts, Technical Factors, and Required Clearing
Balances’). The daily demand for reserves is gener-
ally assumed to be equal to the period-average level,
but the figure is informally adjusted on days on
which reserve demand has historically appeared to be
elevated, such as on days on which social security
payments are made. Although reserves are held on a
two-week average basis, a large imbalance between
demand and supply on any one day may cause the
federal funds rate to move significantly away from
the FOMC’s target. Temporary open market opera-
tions help to offset such large daily imbalances. The
Desk arranges repurchase agreements to add reserve
balances temporarily and matched sale—purchase
transactions to drain reserve balances temporarily.
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Types of Open Market Operations

Most open market operations are conducted in the market
with the thirty-nine securities dealers that are designated
“primary dealers;” some are conducted with foreign official
and international institutions that maintain accounts at the
Federal Reserve Bank of New York. All operations in the
market are conducted as auctions, with all primary dealers
invited to bid, and the bidding and bid evaluation processes
are now automated. Since January 1997, the Desk has
reported the par value of each of its open market operations
with primary dealers at the conclusion of the operation.

Outright Operations

The Desk may not add to the Federal Reserve’s holdings of
securitics by purchasing new securities when they are first
auctioned because it has no authority to lend directly to the
Treasury.'! Therefore, it must make any additions to hold-
ings through purchases from primary dealers in the second-
ary market or directly from foreign official and international
institutions.

Purchases and Sales in the Market. When purchasing or
selling securities in the secondary market, the Desk enter-
tains from primary dealers bids on all securities of a particu-
lar type (Treasury bills or Treasury coupon securities) and,
for coupon securities, in a particular portion of the maturity
spectrum. In determining which bids to accept, the Desk
considers the bids that represent the highest yield (for
purchases) or the lowest yield (for sales) relative to the
prevailing yield curve. To avoid holding too large a share of
any one issue, the Desk also considers the size of its
holdings of the particular issue relative to the total amount
outstanding.

Outright sales in the market are infrequent; the most
recent one occurred in 1990. For many years, the Desk
often sold Treasury bills in late January to absorb a surfeit
of reserves resulting from seasonal declines in currency
outstanding and in required rescrves. In the 1990s, strong
overseas demand for U.S. currency generally has offset the
seasonal decline in currency outstanding, obviating the need
for outright sales.

1. It may exchange its maturing holdings for new securities at auction,
however, and it does so routinely.

Purchases from and Sales to Foreign and International
Accounts. Purchases from and sales to foreign and interna-
tional accounts enable the Desk to make small adjustments
to the Federal Reserve’s securities holdings without for-
mally entering the market.2 Purchases from these accounts
were fairly common until 1996, when the Desk decided to
make most of its purchases in the secondary market from
primary dealers so that its operations would be more trans-
parent. Also, the recent shift to purchasing securities in the
market in a particular portion of the maturity spectrum has
given the Desk the flexibility to add to the Federal Reserve’s
portfolio more gradually, thus reducing the need to rely on
transactions with foreign and international accounts for this
purpose. Sales to these accounts have been infrequent in the
1990s because of the strong demand for currency. The sizes
of purchases from and sales to foreign and international
accounts are not explicitly reported to the public, though
they can be inferred from changes in the Federal Reserve’s
holdings of domestic securities.?

Redemptions. The Desk can choose to reduce the size of
the Federal Reserve's holdings by redeeming some of its
maturing securities rather than exchanging all of them for
new securities. Such an approach makes it possible to
reduce the portfolio gradually without formally entering the
market. When replacement securities are not available, the
Desk must redeem its maturing holdings.

Temporary Operations

An operation is temporary if the transaction will, under the
contract, unwind after a specified number of days. Tempo-
rary open market operations help to offset short-lived imbal-
ances between reserve supply and demand. The Desk
arranges repurchase agreements to add reserve balances
temporarily and matched sale~purchase transactions to drain
reserve balances temporarily.

2. The price at which these transactions oceur is the midpoint between the
bid and the ask price in the secondary market.

3. Federal Reserve statistical relesse H4.1, Factors Affecting Reserve
Balances of Depository Institutions and Condition Statement of ER. Banks,
which is published each Thursday, provides data on the Federal Reserve's
domestic sccurities portfolio and other factors affecting the reserve balances
of depository institutions. These data are also provided monthly in tables
1.11 and |.18 of the Federal Reserve Bulletin,

For more than seventeen years, the Desk entered
the market to arrange temporary transactions between
11:30 a.m. and 11:45 a.m. This time was selected
because it gave staff members at the Board and the
New York Reserve Bank time at the beginning of the
business day to assemble data on factors affecting
reserve supply and demand and to make their fore-

casts. Although the market for repurchase agreements
was somewhat more active earlier in the day, it was
usually sufficiently active at this time to accommo-
date open market operations. Nonetheless, there was
a risk that the volume of offers on the operation
would not be sufficient to allow the Desk to inject the
desired amount of reserve balances into the deposi-
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Types of Open Market Operations—Coniinued

Repurchase Agreements

When the Desk arranges a repurchase agrecment, it pur-
chases securities from a primary dealer (or the dealer’s
customer) and agrees to resell the securilies to the dealer (or
customer) on a specified date. The Desk arranges two types
of repurchase agreements: System and customer-related.
For both types, the Desk solicits offers from primary deal-
ers. The dealers may make offers on their own behalf or on
behalf of their customers. The offers set forth a rute and an
amount of repurchase agreements that the dealer (or its
customer) is prepared to transact.* The Desk ranks the bids
in descending order of rate. It accepts the offer with the
highest rate first and continues to accept lower rates until
the total volume of offers equals the amount of reserve
balances that the Desk wants to inject into the depository
system. If a greater quantity is offered at the lowest rate
than is needed to attain the desired quantity, the offers at
that rate are prorated.

Svstem Repurchase Agreements. The Desk does not
announce the intended size of the operation when it solicits
offers. The dealer (or customer) whose offer is accepted
sends securities (Treasury or federal agency) to the Federal
Reserve Bank of New York, and the Bank pays for them by
creating balances in the Federal Reserve account of the
dealer’s (or the dealer’s customer’s) clearing bunk.

System repurchase agreements are conducted on an over-
night or term basis. Term repurchase agreements may last
no longer than fifteen days and may be either withdrawable
or fixed term. If the agrecment is withdrawable, the dealer
has the option of asking, before 10:00 a.m. on any day
before the agreement concludes. for the return of its securi-
ties; it usually does so if financing rates fall below the rate
arranged with the Desk. If the repurchase agreement is fixed
term, the dealer may not withdraw its securities carly.

Until February 1994, when the FOMC began announcing
changes in its policy stance, overnight System repurchase
agreements were often used to signal an easing of monetary
policy. Term System repurchase agreements, in contrast,
were considered more technical. though the Desk generally
refrained from such operations when the federal funds rate
was noticeably below the FOMC’s target, so as not to
mislead market participants about the stance of policy.

Customer-Related Repurchase Agreements. Customer-
related repurchase agreements are a type of transaction

4. The price at which the Federal Reserve temporurily purchuses the
securities is that day's market price. This price and the rate quoted by the
deater determine the price at which the Federal Reserve resells the securities.

arranged by the Desh with primary dealers on behalf of
foreign ofticial and international institutions that maintain
accounts at the Federal Reserve Bank of New York.

These institutions maintain accounts at the New York
Reserve Bank to help manage their U.S. dollar payments
and receipts. The Federal Reserve provides a means by
which the cash balances in these accounts can be invested
overnight. The accounts purchase securities from the Fed-
eral Reserve’s portfolio and simultaneously agree to resell
the securities the next business day at prices that give the
accounts a market-based rate of return. Reserve balances
are drained when balances in these accounts rise. When the
Desk wants to replenish reserve levels, it may decide to
pass these accounts’ purchase requests through to primary
dealers as customer-related repurchase agreements.

Customer-related repurchase agreements were first used
in 1974 and were quite common until recently. In December
1996. the Desk announced that it would no longer routinely
conduct thesc operations. and it did not conduct any over
the first ninc months of 1997. When the Desk did conduct
these transactions. it announced the intended size of the
operation to dealers but usually did not report the final
accepted amount. The operations were generally smaller
thun operations involving System repurchase agreements;
the maximum size was limited by the volume of purchase
requests. The maturity of these agreements was generally
overnight because participation in the mnvestment facility
changed each day. These operations were viewed as techni-
cal in nature and as a signal of satistaction with the level of
the federal funds rate.

Matched Sale-Purchase Transactions

Matched sale—purchase transactions (which are akin to
reverse repurchase agreements) arc the method by which
the Federal Reserve drains reserve balances temporarily.
They were first used in 1966. In these transactions. the
Federal Reserve agrees to sell a short-dated Treasury bill at
a specified price. and the buyer simultancously enters into
another agreement to sell the bill back to the Federal
Reserve on a specific date.

In a matched sale-purchase transaction, the Desk indi-
cates the bill and the rate at which it will sell the bill.
Dealers then submit offers for the amount of the bill they
will buy and the rate at which they will resell it to the Desk.
The Desk accepts the highest rate first (so that it buys back
the bill at the lowest price) and continues to accept lower
rates until the total of accepted offers equals the amount of
reserve balances that it wants to drain.

tion time or might preannounce the operation on the
preceding afternoon to try to ensure that the volume
of offers would be adequate.

tory system, particularly when reserve needs were
large. At times when the risk was high, the Desk
might enter the market before its customary interven-
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In 1994, the Federal Reserve began charging a fee
for daylight overdrafts in depository institutions’ Fed-
eral Reserve accounts.!©® Securities dealers, who now
faced fees on the daylight overdrafts in their accounts
with depository institutions, began arranging and set-
tling more of their financing transactions earlier in
the day to reduce their daylight overdrafts. The Desk,
in turn, sought to align its market entry more closely
with the period of greatest market activity, and
in January 1997, after an acceleration of Federal
Reserve data flows and modifications to processing
procedures, it moved its intervention time to around
10:30 a.m.

Shifts in the short-run target for open market opera-
tions have influenced the number of times the Desk
enters the market each day to conduct temporary
transactions and the role of reserve estimates in deter-
mining the amount of reserve balances to be sup-
plied. In the 1970s, when the target was the federal
funds rate, the Desk frequently entered the market
several times a day. Although reserve estimates gen-
erally guided decisions about the quantity of reserve
balances to be supplied, the Desk responded to any
deviation of the federal funds rate from target, regard-
less of the reserve estimates, up until its intervention
window closed in the early afternoon. During the
1979-82 period, when the target was nonborrowed
reserves, the Desk entered the market at most once a
day. Estimates of reserve supply and demand were
essential in determining the quantity of reserve bal-
ances to be supplied. At the time of this single market
entry, the Desk typically conducted only one opera-
tion, although at times it conducted two operations
with different terms, such as four- and seven-day
repurchase agreements. Since late 1982, as proce-
dures have evolved and the federal funds rate again
has become the short-run target for open market
operations, the Desk has continued, generally, to enter
the market at most once a day to conduct temporary
fransactions, and at times to conduct two operations
with different terms. Estimates of reserve supply and
demand continue to play a role in determining the
amount of reserve balances to supply in order to keep
the federal funds rate close to the FOMC’s target
level. It is possible that the Desk will enter the market
several times on any given day when reserve needs
warrant, but multiple market entries are not expected
to become routine. The Desk entered the market

10. For a discussion of the reasons for the Federal Reserve’s
imposition of fees for daylight overdrafts and the response to these
fees, see Heidi Willmann Richards, ““Daylight Overdraft Fees and the
Federal Reserve’s Payment System Risk Policy,” Federal Reserve
Bulletin, vol. 81 (December 1995), pp. 1065-77.

more than once to arrange repurchase agreements on
only two days in the first nine months of 1997.

CHANGLS IN THE DEMAND FOR BALANCEY
AND THEIR TMPEICATIONS

Innovations in the 1990s have reduced required
reserve balances. Although depository institutions
have increased the amount of balances they contract
to hold in the form of required clearing balances,
total required balances have dropped to historically
low levels. This development has implications for the
conduct of open market operations and for the federal
funds rate.

High Towd Reguired Balances

Until the early 1990s, depository institution demand
for balances at the Federal Reserve was high and
relatively stable. This environment facilitated the
conduct of open market operations. High required
reserves created a stable, predictable demand for
reserve balances, so the Desk could more readily
achieve the FOMC’s reserve market objective by
manipulating the supply of reserve balances. More-
over, high required reserve balances and the averag-
ing method used to satisfy them allowed depository
institutions to manage their daily account balances
flexibly, thus helping to smooth the federal funds
rate.!!

The size of the balance that a depository institution
wants to hold at the end of the day in most cases is
either its required reserve balance (plus perhaps a
desired amount of excess reserves) or the balance it
chooses to hold to protect itself against unanticipated
debits that could leave its account overdrawn at
the end of the day—its payment-related demand.
When required reserve balances are high relative to
payment-related balances, depository institutions
have a great deal of flexibility in managing their daily
account balances because they can substitute a bal-
ance held on one day for a balance held on another
day.'? A depository institution that finds its balance at
the Federal Reserve unexpectedly high on one day
(for instance, because a customer made an unex-
pected deposit or an expected payment was not made)

Il A depository institution’s required reserve balance is the differ-
ence between its required reserves and its applied vault cash.

12. The degree of substitutability is more limited on the final day
of the maintenance period because reserve carryover rules control the
extent to which deficient or excess balances may be carried into the
next maintenance period.
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does not have to offer to lend the extra balance at
very Jow rates; it can absorb the surplus by choosing
to hold lower balances over the remainder of the
period and still meet its balance requirement.'? Hold-
ing a lower balance on a subsequent day of the period
does not necessarily increase the likelihood that the
depository institution will incur an overnight over-
draft because its targeted balance is still high relative
to its payment-related demand for balances. This
flexibility in managing account balances buffers
variations in reserve demand and supply that would
otherwise put pressure on the federal funds rate.

Before the early 1990s, the demand for balances
to meet reserve requirements was well above the
payment-related demand for balances. Imbalances
between the daily supply ot and demand for reserves
could be relatively sizable without affecting the
federal funds rate as long as cumulative-average bal-
ances were close to period-average requirements. For
example, unexpected deviations of reserve supply
from projections generally did not create volatility in
the federal funds market until near the end of the
reserve maintenance pertod.

{nnovations Reducing
Reyuired Reserve Balunces

In recent years, the level of required reserve balances
has been trending down (chart 1, top panel), for
several reasons.

Cuts i Reserve Requirement Ratios

In the early 1990s, sharp declines in required reserve
balances followed two cuts in reserve requirement
ratios by the Federal Reserve:'* In December 1990,
the ratio for nontransaction deposits was reduced
from 3 percent to zero, and in April 1992, the ratio

13. A depository institution’s end-of-day balances during a reserve
maintenance period must at least average its balance requirement, and
any deficiency may be subject to a charge. The charge is 2 percentage
points above the lowest discount rate in effect for borrowing from its
Federal Reserve Bank on the first day of the month in which the
deficiency occurred. Reserve carryover rules permit the depository
institution to carry over a deficiency (or surplus) of up to 4 percent of
its required reserves into the next maintenance period. Any deficiency
that cannot be carried over is subject to charge immediately. If the
depository institution fails to cover the deficiency that was carried
over to the subsequent period, the deficiency charge applies to that
portion as well.

14. The subsequent rebounds in these balances rcfected strong
growth in transaction deposits due in part to falling market interest
rates.

1. Required balances at Federal Reserve Banks, 1984- 497
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for transaction deposits was reduced from 12 percent
to 10 percent.’> The cuts had little effect on the
amount of vault cash held by depository institutions,
which depends largely on customer needs for cur-
rency, so most of the reductions in required reserves
were reflected in lower required reserve balances.
Each of the cuts trimmed required reserve balances
about one-third.

15. The reasons these cuts were made and their implications are
discussed in Feinman, “Reserve Requirements: History, Current Prac-
tice, and Potential Reform.”
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Initiation of Retail Sweep Programs

More recently, depository institutions have reduced
the amount of balances they must hold at the Federal
Reserve by instituting retail sweep programs. Under
such a program, a depository institution shifts funds
from a depositor’s reservable transaction deposit (a
checking account) to that depositor’s nonreservable
account (in most cases a money market deposit
account). (See box “Retail Sweep Programs.”) By
doing so, the depository institution decreases the
level of its deposits subject to reserve requirements
and, with no change in its vault cash holdings, its
required reserve balance, on which it earns no inter-
est. A sweep program is profitable because the
depository institution can invest the balances for-
merly held as reserves in intcrest-earning assets.
Retail sweep programs were first implemented
in January 1994, and since then they have spread to
most large depository institutions. The total amount
of reservable deposits initially swept under such

Retail Sweep Programs

In a retail sweep program, a depository institution sweeps
amounts above a predetermined maximum level from a
depositor’s checking account (either a demand deposit or
an interest-bearing checking account) into a special-
purpose money market deposit account (MMDA) created
for the depositor. If the balance in the checking account
falls below some minimum level, funds are moved from
the MMDA back into the checking account to bring the
checking account balance to the specified maximum
level. The maximum and minimum levels are set by the
depository institution on the basis of the depositor’s
pattern of activity. Regulations limit the number of auto-
matic transfers from an MMDA to six a month, so upon
the sixth transfer the remaining funds in the depositor’s
MMDA are swept back into the checking account.

Retail sweep programs, which were initiated in Janu-
ary 1994, differ from wholesale sweep programs, which
have been in existence since the 1970s. In a wholesale
sweep, a depository institution sweeps funds in a busi-
ness's demand deposit account into one of several types
of money market instruments, such as repurchase agree-
ments, Eurodollar deposits, or money market mutual
funds. For wholesale sweeps, the instruments into which
business deposits are swept may or may not be liabilities
of the depository institution; for retail sweeps, on the
other hand, the swept funds remain on the books of the
depository institution.

programs reached an estimated $226 billion in
August 1997.'¢ As a consequence, required reserves
declined nearly $21 billion, or one-third, between
December 1993 and August 1997. Sweep programs
lower the balance a depository institution must hold
to meet its reserve requirement; in some cases, they
lower the required reserve balance so much that it
falls to zero because the depository institution’s vault
cash 1s more than sufficient to satisfy its reserve
requirement. In the aggregate, required reserve bal-
ances dropped nearly $20 billion, or 70 percent,
between December 1993 and August 1997.

The Response of Requived Clearing Balunces

For many depository institutions, the cuts in reserve
requirement ratios and the introduction of sweep
programs have brought their reserve-requirement-
related demands for balances below their payment-
related demands. For such an institution, setting a
target end-of-day balance equal only to its required
reserve balance would provide insufficient protection
against overnight overdrafts, yet setting a target bal-
ance equal to its payment-related demand would
result in excess reserves, on which it earns no inter-
est. The institution may have another alternative:
Any depository institution that uses Federal Reserve
priced services (such as check clearing or electronic
payment services) may establish a required clearing
balance at its Federal Reserve Bank. The institution
contracts with the Reserve Bank to hold a specified
level of balances on average during the reserve main-
tenance period.'” In return, the depository institution
earns implicit interest, in the form of earnings credits,
on balances held to satisfy its clearing balance
requirement. It may use the earnings credits to defray
the cost of the Federal Reserve services it uses. If the
depository institution fails to maintain its contracted
clearing balance, on average, over the maintenance

16. The Federal Reserve does not collect data on the actual amount
of deposits swept each day. Nor does it officially collect information
on the initiation of retail sweep programs. It learns about the initiation
of programs through notification by depository institutions and
through routine inspection of deposit data submitied by depository
institutions. It obtains estimates of initial amounts swept directly from
the depository institutions or from the deposit data and then sums
these estimates to arrive at a total.

17. The Federal Rescrve will also impose a required clearing
balance on any depository institution that has a history of repeated
overnight overdrafts.



period, the deficiency is subject to a charge.'® Re-
quired clearing balances are similar to required
reserve balances in that they establish an average
balance that must be maintained over the reserve
maintenance period. For this reason, required clear-
ing and required reserve balances are often summed,
and that sum is referred to as total required balances.

The use of required clearing balances has grown
considerably since 1990 (chart 1, middle panel).
These balances rose sharply in response to the 1990
cut in reserve requirement ratios and the general
downtrend in market interest rates occurring at that
time.!® More recently, depository institutions that
implemented sweep programs increased their
required clearing balances an estimated $3'5 billion
between January 1994 and August 1997. The rise in
required clearing balances has not matched the
decline in required reserve balances, however, in part
because depository institutions do not need as large a
cushion to protect against overnight overdrafts as was
once provided by their required reserve balance.
Also, the growth of required clearing balances at
some depository institutions is limited by the extent
to which the institution uses Federal Reserve priced
services.?? Thus, the drop in total required balances at
the Federal Reserve is smaller than the decline in
required reserve balances. However, total required
balances remain at historically low levels (chart 1,
bottom panel) and are likely to decline somewhat
further as additional depository institutions imple-
ment retail sweep programs.

18. The penalty for failing to meet the required clearing balance,
after application of the so-called clearing balance band, is 2 percent
per annum on any deficient amount that is 20 percent or less than the
contracted clearing balance requirement and 4 percent per annum on
any remaining deficiency. The clearing balance band exempts from
charge 2 percent of the contracted clearing balance or $25,000,
whichever is greater.

19. Required clearing balances are sensitive to the level of interest
rates because the earnings credits generated from the clearing balance
are calculated using the period-average effective federal funds rate.
For a more detailed discussion of required clearing balances, see E.J.
Stevens, “Required Clearing Balances,” Federal Reserve Bank of
Cleveland Economic Review, vol. 29 (1993 Quarter 4), pp. 1-14.

20. A depository institution is better off holding excess reserves,
which can be adjusted daily, than contracting to hold a required
clearing balance that generates more credits than it can use. The
opportunity cost of holding excess reserves and excess clearing bal-
ances is the interest forgone on those balances, but the clearing
balance locks the depository institution into holding a specified
amount during the maintenance period and makes any deficiency
subject to a charge. Depository institutions have one year to use the
credits earned during a maintenance period.
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The Ctirrent Envivenment:
Low Total Required Balances

Low total required balances give depository institu-
tions less flexibility in managing their daily balance
positions and thus do not provide a buffer for the
federal funds rate as high total required balances do.
When its total required balance is low, a depository
institution is less able to substitute balances across
days of the maintenance period. It is less likely to
hold a balance above its total required balance
because its ability to target lower balances on subse-
quent days is constrained by the increased risk of an
overnight overdraft; therefore, it will actively seek to
lend any extra balances, on which it earns no interest,
even if the funds rate is already low. It is also less
likely to tolerate a balance below its total required
balance because it is more likely to be close to an
overdraft; therefore, it will seek to borrow balances,
and even a small shortfall can trigger aggressive
bidding for balances at the Federal Reserve that can,
in turn, push up the federal funds rate.?!

In addition, when a depository institution’s total
required balance is low, its targeted balance at the
Federal Reserve is likely to fluctuate more from day
to day. Its payment-related demand for balances may
more often exceed its demand for balances to meet its
total balance requirement. Payment-related demand
is a precautionary demand for end-of-day balances
that must be met each day, and the magnitude of that
demand depends on the uncertainty about the size
and timing of payments flowing through the insti-
tution’s Federal Reserve account.?? The uncertainty
appears to be related to the volume of the payments.
This volume likely fluctuates considerably each day,
as suggested by the aggregate data shown in chart 2.
With uncertainty varying from one day to the next, a
depository institution’s payment-related demand and

21. An overnight overdraft is charged at an annual rate equal to the
day’s effective federal funds rate plus 4 percentage points. If the
depository institution incurs more than three overnight overdrafis in a
moving twelve-month period, the spread over the funds rate rises by
1 percentage point for each additional overdraft.

22. At the end of the day, depository institutions still face some
uncertainty about their final balance. Responses to the Federal
Reserve’s May 1996 Senior Financial Officer Survey indicated that
the posting of off-line transactions after the close of the electronic
funds transfer system and the possibility that corrections to earlier
entries might resuit in a lower balance were very important reasons for
not targeting a lower end-of-day balance in their Federal Reserve
accounts.
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its targeted balance at the Federal Reserve can vary
substantially each day as well.

huphicattons tor Open Market Operations

The Desk attempts to attain a level of nonborrowed
reserves over a reserve maintenance period that is
consistent with the FOMC’s targeted federal funds
rate. When planning open market operations, it has
always paid attention to the daly pattern of reserve
needs. Now, with total required balances low, the
daily estimates are playing an even more important
role in decisionmaking. The Desk now also reviews
forecasts of the total amount of balances at the Fed-
eral Reserve for the day and for future days. During
maintenance periods when total rzquired balances are
especially low, the Desk conducts open market opera-
tions to smooth low points in the estimated daily
level of total balances. In addition, as it always has, it
attempts to supply more reserve balances on days
when the payment-related demand for balances is
expected to be elevated. These additional consider-
ations have resulted in an increase in the number and
volume of overnight repurchase agreements arranged
in 1996 and thus far in 1997 (table 4).2> An overnight
operation is a more cffective means of fine tuning the
daily level of balances than is a term or outright
operation and better addresses heightened payment-
related demands.

There is indirect evidence that on certain days
payment-related demand is an especially important

23. An overnight operation matures on the next business day. The
increased use of overnight repurchase agreements is also discussed in
“Open Market Operations during 1996,” Federal Reserve Bulletin,
vol. 83 (July 1997). pp. 565-74.

determinant of the total demand for balances at the
Federal Reserve. Data on credits posted to the Fed-
eral Reserve accounts of depository institutions sug-
gest that payment flows are heaviest on the first
business day, the fifteenth calendar day, and the last
business day of the month. On these days, depository
institutions face more uncertainty about their end-of-
day balances. Some depository institutions respond
by targeting a higher balance. The Desk seeks to
provide balances more generously on these days.
However, the exact magnitude of payment-related
demand is hard to measure and to estimate. More-
over, even if it were to supply a quantity of balances
that exactly matched aggregate demand, the Desk
could not ensure that the supply to each institution
would exactly match its demand. For these reasons,
the federal funds rate may exceed the FOMC’s target
on these days. Generally, however, the Desk is able to
keep the effective federal funds rate (the volume-
weighted average rate paid on all transactions during
the day) close to the FOMC'’s target rate.

4. Temporary open market operations. 1990-47

Overnight i Term Matched
repurchase repurchase sate—purchase
agreements ) agreements transactions
T
Year | Number l Volume 1 Number | Volume | Number | Volume
of ! (hillions |  of | (billions of (billions
macket | of | market | of | market of
entrics | dollars) | entries | dollars) | entries | dollars)
1990 .. 93 2535 34 136.4 22 76.8
1991 .. 108 320.2 34 188.5 34 78.8
1992 .. 89 2545 56 278.9 20 28.6
1993 .. 83 266.7 82 361.0 5 109
1994 .. 80 217.6 66 257.1 5 13.1
1995 .. 68 2003 61 248.8 17 48.6
1996 .. 92 3475 70 250.3 23 529
1997 .. 91 351.5 59 296.5 0 .

Nouti. Data for 1997 arc through September 24,
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Tmplications for the Federal Funds Rate

Low total required balances, together with the diffi-
culty of gauging the size of payment-related demand,
can lead to greater volatility in the federal funds rate,
both during a day and across days.?* For example,
the 1990 cut in reserve requirement ratios brought
required reserve balances below the payment-related
demand for balances, and funds rate volatility rose
significantly (chart 3). The time between the announce-
ment and implementation of the cut was quite short.
Many large depository institutions had no experience
managing their end-of-day balances at the Federal
Reserve with total required balances as low as they
were after the cut. Depository institutions responded
by holding on to their balances until late in the day,
when their need for balances to avoid an overnight
overdraft became clearer. The funds rate would
remain above the FOMC’s target until that time, and
then, when depository institutions entered the market
to try to lend their excess halances, it would drop
sharply. At the same time, the acute reluctance of
depository institutions to borrow at the discount win-
dow also contributed to the volatility. On days when
balances were in short supply, depository institutions

24. See James A. Clouse and Douglas W. Eimendorf, “Declining
Required Reserves and the Volatility of the Federal Funds Rate.”
Finance and Economics Discussion Series Paper 1997-30 (Board of
Governors of the Federal Reserve System, Divisions of Research and
Statistics and Monetary Affairs, June 1997). The authors present a
mode! of a depository institution’s demand for balances that distin-
guishes requirement-related demand from payment-related demand.
They also explore the differing behavior of the funds rate in 1991 and
1996.

bid the funds rate to very high levels rather than
borrow at the window.?5

The level at which total required balances can
trigger a rise in funds rate volatility is not clear. Since
late 1996, for example, total required balances have
been below their 1991 levels, yet funds rate volatility
has failed to risc significantly.2¢ Apparently, total
required balances are sufficiently above the payment-
related demand for balances to keep the funds rate
relatively stable. The payment-related demand for
balances is likely lower now than it was in 1991.
Depository institutions have improved their own
internal information systems as well as their profi-
ciency in using real-time information on the balances
in their Federal Reserve accounts available through
the Federal Reserve’s Account Balance Monitoring
System. In addition, the imposition of fees for day-
light overdrafts has encouraged depository institu-
tions to manage their balances more closely during
the day. In the future, the payment-related demand
for balances may continue to fall. Interstate branch
banking may contribute to lower payment-related
demand because separately chartered affiliate banks
of a single bank holding company are being merged
into a single interstate branched bank with one Fed-

25. Some of the bidding pressure also came from depository insti-
tutions that apparently had little or no collateral on deposit with
a Federal Reserve Bank and therefore could not borrow readily.
See “Monetary Policy and Open Market Operations during 1990,
Federal Reserve Bank of New York Quarterly Review, vol. 16
(Spring 1991), pp. 52-78.

26. See also Paul Bennett and Spence Hilton, “‘Falling Reserve
Balances and the Federal Funds Rate,” Federal Reserve Bank of
New York Current Issues in Economics and Finance, vol. 3
(April 1997), pp. 1-6.

3. Baily range tor the federal tunds rate. Novemher [990=Apnt 19491
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NoTE. Effective rate is the volume-weighted average rate paid on all transactions during the day.
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5. Daily average volatihity of the tederal tunds rate.
1994 97

Percentage points

Measure 1994 ‘ 1995 J 1996 [ 1997
Range ...............o.ooe 1.35 1.06 1.87 1.54
Intraday standard deviation ... 19 15 23 19
Late tange ..........occv0rens 1.16 89 1.56 1.35

Noite. Values for 1997 are based on data through September 24. Range is the
differcnce between the highest and lowest rate a1 which federal funds lending
took place in the brokers market. Intraday standard deviation is a volume-
weighted standard deviation of all raies paid in the brokers market. Late range
is the difference between the highest and lowest rate at which federal funds
lending took place in the brokers market between the closc of the New York
Clearing House Interbank Payments System (usually 4:30 p.m.) and the close of
funds trading (usually 6:30 p.m.)

eral Reserve account. Before interstate branching,
each affiliate account had to end the day with a
nonnegative balance; under interstate branching, the
transactions of all affiliates (now branches) flow
through only one account.

The variability in the federal funds rate in recent
years is summarized in table 5. In 1996, the daily
trading range for federal funds widened, on average,
as did an alternative measure, the intraday standard
deviation of the funds rate. However, both measures
indicate that volatility tapered oft during the first nine
months of 1997. Overall, the slight increase in the
intraday variability of the funds rate has not had
adverse effects on the Desk’s ability to attain the
FOMC’s tunds rate target; nor has the rise in vari-
ability affected other market interest rates more
generally.

Additional sweep programs are expected to be
implemented, and it is not clear whether their prolif-
eration might eventually lower total required bal-

ances to the point that payment-related demand is
routinely larger than requirement-related demand. If
that does happen, the federal funds rate could become
more volatile, and depository institutions may have
to change the way they manage their account bal-
ances. Especially if that volatility is passed on to
other market interest rates, the Federal Reserve might
need to alter the way it operates in the funds market.
One way to forestall the need to make such changes
would be to pay interest on balances held at the
Federal Reserve. Payment of a market rate of interest
on required reserve balances would virtually elimi-
nate the implicit current tax on depository institu-
tions, likely encouraging some depository institutions
to discontinue their sweep programs. However, the
payment of interest on Federal Reserve balances
requires legislation.

SUMMARY

Open market operations are the principal tool used by
the Federal Reserve to implement monetary policy.
They are a powerful and flexible means of fostering
conditions in the federal funds market that are con-
sistent with policy objectives. The conduct of open
market operations in the 1990s has been shaped by a
number of factors, including shifts in the way the
FOMC communicates changes in the stance of mone-
tary policy, developments in the market for repur-
chase agreements, and changes in the demand for
balances at the Federal Reserve. In the years ahead,
the Federal Reserve will undoubtedly continue to
adapt the way it conducts open market operations as
financial markets evolve. O
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Industrial Production and Capacity Utilization

for September 1997

Released for publication October 17

Industrial production rose 0.7 percent in September,
boosted by a 4.4 percent jump in the output of
utilities. The growth of total output was revised
upward for July, to 0.8 percent, and downward for
August, to 0.5 percent; these revisions were concen-
trated in the industrial sector producing materials
for further processing. In September the demand for

Industrial production indexes
Twelve-month percent change

electricity rebounded after decreasing in August,
when unseasonably cool weather held down the need
for air conditioning. Manufacturing output increased
0.4 percent, with substantial gains in the output of
light trucks, computers, commercial aircraft and
parts, and semiconductors. The output at mines
decreased 0.5 percent. At 122.4 percent of its 1992
average, industrial production in September was
5.5 percent higher than in September 1996. The utili-

Twelve-month percent change
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Industriat production and capacity utilization, September 1997

-1

Category 1997
June! July: Aug.”

Total .......... ... 119.9 120.9 121.5

Previous estimate .................... 119.9 1204 121.3

Major market groups

Products. total® ....... ... ... R 116.0 116.5 1173
Consumer goods ... . 1123 112.6 1132
Business equipment 137.4 139.0 1421
Construction supplies o 120.6 119.8 120.9

Materials................... o 126.0 128.0 128.2

Major industry groups

Manufacturing 121.6 1227 123.6
Durable ........ 134.1 135.5 137.5
Nondurable ... 108.4 109.2 109.0

Mining ........... . 107.8 107.6 106.3

Utilittes ... 1117 127 1.4

Average, Low, High,
1967-96 1982 1988-89

Total ... 82.1 711 85.3

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

Manufacturing ... 81.2 69.0 85.7
Advanced processing .. 80.6 70.4 84.2
Primary processing .......... .. 82.3 66.2 88.9

Mining ............... . 87.5 80.3 86.8

Utilities ... 87.2 75.9 92,6

Industrial production, index, 1992=100

Percentage change

‘v .
Sept. 1996

19971

P— e - —— o

Sepl.* June - uly Aup.* Sept.» Sept. 1997

! g . i —
122.4 3 8 5 7 5.5
3 4 7

1179 R 3 8 5 4.6
114.0 -2 3 5 N 32
1423 9 1.2 22 .0 10.8
121.0 0 -7 RY .1 1.1
129.6 6 1.6 Bl 1.1 6.9
124.2 5 9 8 4 5.8
138.0 1.0 1.1 1.5 4 8.5
109.6 -2 7 -1 3 2.6
105.8 =2 -2 ~1.1 -5 2.3
116.3 -7 9 1.2 44 4.7

Capacily utilization, percent Cr::)irgi?y,
. per-

centage
1996 1997 change,
‘ Sept. 1996
1

Sept. | Juner Juty® Aug.* Sept.? Scpl.o[997

83.1 835 83.9 84.1 84.4 3.9
83.5 83.6 839

82.1 82.5 829 83.3 834 4.2
80.2 80.6 81.0 81.3 81.4 5.2
86.6 86.9 87.3 87.3 87.7 23
91.0 94.2 93.8 92.6 92.0 1.1
88.6 879 83.5 87.4 91.2 1.7

NoTe. Data seasonaily adjusted or calculated from seasonally adjusted
monthly data.
1. Change from preceding month

zation of industrial capacity rose to 84.4 percent—its
highest rate since February 1995.

MARKET GROUPS

The output of consumer goods rose 0.7 percent. Much
of the gain resulted from heavier use of electricity by
residential users and increased output of hight trucks.
Gains in the production of clothing, paper products,
and chemical products for consumer use were par-
tially offset by a decline in appliances. The output of
business equipment was unchanged in September
after twelve months of steady increases. Further
advances in the production of computers and com-
mercial aircraft boosted the growth rates for informa-
tion processing and transit equipment. However, the
output of industrial and other equipment fell back
after an unusually strong gain in August.

The production of business supplies and of materi-
als rose about 1 percent, and the output of construc-

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

tion supplies edged up. Durable materials advanced
on the continued strength in semiconductors and a
pickup in basic metals, mainly steel. Rebounds in
paper, textiles, and chemicals restored the output of
nondurable materials to near its July level. The out-
put of energy materials rose sharply, principally
because of the rebound in electricity generation.

INDUSTRY GROUPS

The increase in manufacturing production of 0.4 per-
cent was about half the average pace of the previous
two months; the increase was evenly spread between
durables and nondurables. Among durables, the
strongest advances came in furniture, iron and steel,
computers, semiconductors, and aerospace and mis-
cellaneous transportation equipment. The effect of
these gains was blunted by a substantial loss in
industrial machinery excluding computers and office
equipment and by small losses in instruments and
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miscellaneous manufacturing. Gains in paper, chemi-
cals, and petroleum refining boosted the output of the
nondurables.

Capacity utilization for manufacturing rose 0.1 per-
centage point, to 83.4 percent—its highest level since
April 1995. Utilization in primary processing rose
0.4 percentage point, while the rate in advanced
processing declined 0.1 percentage point. The utiliza-
tion rates in both the primary-processing and
advanced-processing groups have risen more than
1.0 percentage point in the past twelve months.

REVISION OF INDUSTRIAL PRODUCTION AND
CAPACITY UTILIZATION

The Federal Reserve will publish revisions of its
measures of industrial production (IP), capacity,
capacity utilization, and industrial use of electric
power at the end of November. The revisions will
begin with data for 1992 and will incorporate updated
source data for recent years.

The regular updating of source data for IP will
include annual data from the /995 Annual Survey of

Manufactures and from selected 1996 Current Indus-
trial Reports both from the Bureau of the Census.
Annual data from the Department of the Interior on
metallic and nonmetallic minerals (except fuels) for
1995 and 1996 will also be introduced. Revisions to
the monthly indicators for each industry (physical
product data, production-worker hours, or electric
power usage) and revised seasonal factors will be
incorporated. Capacity and capacity utilization will
be revised to incorporate preliminary data from the
1995/96 Survey of Plant Capacity from the Bureau
of the Census. The statistics on the industrial use
of electric power will incorporate more complete
reports received from utilities for the past few years
as well as data from the 1995 Annual Survey of
Manufactures.

The revised data will be available on the Board’s
World Wide Web site, http://www.bog.frb.fed.us, on
diskettes from the Board’s Publications Services,
202-452-3245, and through the Economic Bulletin
Board of the Department of Commerce. For infor-
mation about the Bulletin Board, call 202-482-1986.
For information on these revisions, call the Federal
Reserve’s Industrial Output Section, 202-452-3197.00
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Statements to the Congress

Statement by Alice M. Rivlin, Vice Chair, Board of
Governors of the Federal Reserve System, before the
Subcommittee on Domestic and International Mone-
tary Policy of the Committee on Banking and Finan-
cial Services, US. House of Representatives, Septem-
ber 16, 1997

I welcome this opportunity to discuss the payments
system and the Federal Reserve’s role in it. A con-
venient, safe, reliable means of making payments is
extremely important to all of us in our daily eco-
nomic lives, but most of us do not think about it very
often. We pay our bills by cash, check, credit card,
or debit card; we have our pay deposited directly
in our bank accounts and transfer funds by computer
or telephone. We assume the money will get where
it is supposed to go quickly and without complica-
tions. We do not spend time thinking about how that
happens.

Similarly, ensuring the efficiency, reliability, and
integrity of the nation’s payments system is a big
part of the responsibility the Congress has given to
the Federal Reserve, but neither the Congress nor
the public usually devotes attention to the Federal
Reserve’s role in the payments system. The Federal
Reserve’s monetary policy role tends to dominate the
headlines and the hearings.

As this subcommittee is acutely aware, enormous
changes are occurring in the U.S. financial services
industry. Breathtaking developments are taking place
in computing and communications technology. Con-
solidation and interstate banking are changing the
structure of the banking industry, and lines are blur-
ring between banking and other types of financial
services. Because these changes could profoundly
affect payments mechanisms in the future, it is a
timely moment to reexamine the part the Federal
Reserve plays in payments and whether that role
ought to be altered. With this in mind, last fall,
Chairman Greenspan asked me to chair the Commit-
tee on the Federal Reserve in the Payments Mecha-
nism. Besides myself, the committee members are
Governor Edward W. Kelley and Federal Reserve
Bank Presidents William McDonough of New York
and Thomas Melzer of St. Louis. Our mandate is to
examine how the payments system is evolving and
what part the Federal Reserve might play in the

future. The process is ongoing, but I welcome the
opportunity to share with you some of what we have
learned and some preliminary conclusions.

My testimony is in two parts. The first presents
some background on the payments system and the
evolution of the Federal Reserve’s role in it (a more
detailed description of noncash payment instruments
and their processing is given in Appendix 1).! The
second part of the testimony discusses the work of
our committee, especially the scenarios we developed
and the reactions we received from participants in a
series of forums on the payments system.

In addition, Appendix 2 provides a description of a
small part of the Federal Reserve’s check processing
operation, the Interdistrict Transportation Service, in
which some members have expressed interest, as well
as our views on H.R.2119.

PART I: THE FEDERAL RESERVE’S ROLE
IN AN EVOLVING PAYMENTS SYSTEM

A large and vibrant economy requires a staggering
number of payments. In the United States, hundreds
of millions of payments with a combined value of
about $1.7 trillion are made every day. Although a
majority of transactions are made in currency or coin,
cash actually accounts for only a tiny fraction—less
than ! percent—of the value of payments.

Noncash payments can be roughly divided into two
categories: (1) wholesale or large dollar transactions
made primarily by banks, businesses, and govern-
ments and (2) retail or smaller dollar payments made
by individuals, businesses, and other participants in
the economy.

Wholesale payments, which have been growing
rapidly in recent years, move over two systems: the
Fedwire electronic funds transfer system operated by
the Federal Reserve and the Clearing House Inter-
bank Payments System (CHIPS) operated by the
New York Clearing House. CHIPS is used primarily
to make international interbank payments. The Fed

1. The attachments to this statement are available from Pulications
Services, Mail Stop 127, Board of Governors of the Federal Reserve
System, Washington, DC 20551.
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eral Reserve also operates the Fedwire book-entry
securities service, which is used to transfer U.S.
Treasury, federal agency, and mortgage-backed
securities.

The security and reliability of these large-value
systems is crucial to the functioning and stability of
the financial system, both national and international,
but the role of the Federal Reserve, as the nation’s
central bank, in providing for wholesale payments
and final settlement is not controversial. Hence, this
testimony, like the work of our committee, focuses
entirely on retail payments.

Retail Payments: Check and ACH

The most common noncash payment instrument
in the United States is the paper check, used much
more widely here than in other industrial economies.
Americans love checks. We wrote 64 billion of them
in 1996 with a total value of about $75 trillion
dollars. Pundits have been predicting the replacement
of checks by electronic payments for several dec-
ades, and, indeed, electronic transactions have been
increasing much faster in recent years than checks.
Nevertheless, the volume of checks has continued to
increase about 2 percent annually over the past five
years. Growing use of credit and debit cards has
slowed the increase in check volume but so far has
not reversed it. On-line home banking still accounts
for a tiny fraction of payments. Moreover, the cus-
tomer’s bill paying instruction from a home computer
often simply results in the bank cutting a check to
pay the customer’s bill because many payees are not
equipped to receive funds electronically. Hence,
while the volume of checks is likely to plateau and
eventually decline as electronic payments become
increasingly convenient and familiar, checks are
likely to remain a significant part of the payments
system for some years to come.

A rapidly growing number of retail payments are
made by electronic funds transfers over an automated
clearinghouse (ACH) network. ACH is typically used
for recurring payments, such as direct deposit of
payroll and social security or direct payment of recur-
ring bills, such as mortgage, insurance, and utility
bills. Almost every depository institution in the
United States is equipped to receive ACH payments
for its customers, although not all are equipped
to send them. Although the number of ACH trans-
actions is small compared to the number of checks
(4 billion transactions in 1996, compared to 64 bil-
lion checks) that number has been increasing much
faster (about 15 percent annually for the past decade),

and the average value of ACH transactions is higher
than that of checks.

How the Federal Reserve Became Involved

Although most people now take a reliable payments
system for granted, this was not always so. The
severe financial crises that swept the nation periodi-
cally in the nineteenth and early twentieth centuries
typically disrupted the payments system. During the
financial panic of 1907, payments were largely sus-
pended throughout the country because many banks
and clearinghouses refused to clear checks drawn on
certain banks. The refusals led to the failure of other-
wise solvent banks and greatly exacerbated the
impact of the crisis on businesses and individuals.

The Congress’s desire to avoid another 1907-type
failure of the national payments system was one
of the important reasons for creating the Federal
Reserve System in 1913. The Federal Reserve Act
directed the Federal Reserve to provide an elastic
currency—that is, to supply currency in the quantities
demanded by the public—and also gave it the author-
ity to establish a nationwide check clearing system.
The Congress was also concerned that some banks
refused to pay the full amount of the check (nonpar
collection) and that some charged certain collecting
banks fees to pay checks (presentment fees). In 1917,
it amended the Federal Reserve Act to prohibit banks
from charging the Federal Reserve Banks present-
ment fees.

The Congress modified the Federal Reserve’s role
in the payments system through the Monetary Con-
trol Act of 1980 (MCA). A primary purpose of the
MCA was to promote an efficient nationwide pay-
ments system by encouraging competition between
the Federal Reserve and the private-sector providers
of payment services. The MCA requires the Federal
Reserve Banks to charge fees for their payment ser-
vices, which must, over the long run, be set to recover
all direct and indirect costs of providing the services.
In addition, the MCA requires the Federal Reserve
Banks to recover imputed costs, such as taxes and
the cost of capital, that would have been paid and
imputed profits that would have been earned if the
services were provided by a private firm. The MCA
also subjected all banks, not just member banks, to
reserve requirements and granted them equal access
to the Federal Reserve Banks’ payment services.

The Congress further expanded the role of the
Federal Reserve in the payments system in 1987,
when it enacted the Expedited Funds Availability Act
(EFAA). For the first time, this act gave the Federal
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Reserve the authority to regulate check payments that
were not processed by the Federal Reserve Banks.
Thus, the EFAA significantly broadened the Federal
Reserve’s ability to ensure that the nation’s check
collection system is efficient and that all depository
institutions have equitable access to the system. The
act also limited the time that a bank may hold funds
before making them available to customers for with-
drawal and directed the Federal Reserve to speed the
process of returning unpaid checks to banks of first
deposit to reduce the risk that banks face when mak-
ing funds available to their depositors.

Thus, by a series of legislative actions, the Con-
gress has clearly placed responsibility on the Federal
Reserve to ensure the following:

* The integrity of the payments system—its safety
and reliability

* The accessibility of the payments system-—that
it is available to all depository institutions so that
they can provide for the payments needs of their
customers

* The efficiency of the system—that the cost of
making payments is reduced as much as possible.

To accomplish these goals, the Congress has given
the Federal Reserve regulatory authority, as well as
directed it to encourage efficiency by competing
fairly with private-sector suppliers of payment
services. Thus, its payments system missions are a
complex and challenging part of the Federal
Reserve’s responsibilities.

The Federal Reserve’s Role in Check Clearing

Of the roughly 64 billion checks written annually,
about a third are *“‘on-us” checks (the payor and
payee have accounts at the same bank), but the rest
must be cleared and settled in the interbank check
collection market. Most checks are physically trans-
ported and presented to the paying bank for payment,
although the use of electronic check presentment
(ECP) is growing. Under ECP, the information con-
tained on the check is transmitted to the paying bank,
with the actual check often following by slower
means.

Some checks are presented directly by one bank to
another. About a quarter are presented in clearing-
house arrangements under which a group of banks
agree on rules for presenting checks to each other
simultaneously. Another quarter of interbank checks
are collected by correspondent banks on behalf of
other banks. The Federal Reserve serves as an inter-

mediary for the collection of about a third of inter-
bank checks. Small banks, especially those in remote
locations, depend more heavily on the Federal
Reserve for check collection than do big banks in
larger cities.

Over the years, competition among providers of
check services and advances in technology have
made the check collection process much speedier and
less costly. Many of us can remember when it took
quite a few days—often more than a week—for a
check to clear, especially if drawn on a bank in a
remote location. Now the Federal Reserve is able to
collect more than 90 percent of the value of all
checks deposited with it within one day after they are
deposited in the collecting bank.

The Federal Reserve has used both its regulatory
powers and its market presence to encourage techno-
logical advance and efficiency in the check market.
Since the early 1980s, Reserve Banks have been able
to provide check presentment information to paying
banks electronically, which enables their corporate
customers to manage the funds in their accounts more
effectively. The Reserve Banks have recently been
working with many of their customers to increase the
use of ECP. The Federal Reserve has also invested in
this development of new techniques for using digital
images in check processing. The Federal Reserve
Banks are implementing an image-enhanced check
service for the U.S. Treasury and are offering this
service to banks as well.

The Federal Reserve in the ACH Market

While electronic technology offers some scope to
make check presentment more efficient, fully elec-
tronic payments are both faster and cheaper. The
ACH service, which the Federal Reserve began pro-
viding in 1972 at the request of local ACH associa-
tions, is now a fully electronic system reaching nearly
every depository institution in the United States.
There are currently four ACH operators that process
and transmit ACH transactions between depository
institutions—the Federal Reserve and three com-
mercial providers. The Federal Reserve is by far the
largest provider, processing about 80 percent of com-
mercial ACH transactions in 1996 and all of the
government ones. As with check collection, deposi-
tory institutions rely on the Federal Reserve to
deliver ACH transactions to small and remote banks.
The commercial ACH providers serve a limited set of
institutions and rely on the Federal Reserve to deliver
ACH transactions to banks not served by their
networks. In 1996, the Reserve Banks implemented
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a new consolidated ACH operating system, which
enables transactions to be processed on a flow basis
and which operates twenty-four hours a day. This
new operating system has increased the efficiency of
ACH processing and reduced operating costs signifi-
cantly. These lower costs have been passed along to
customers in lower fees.

Prices and Costs

In passing the Monetary Control Act (MCA). the
Congress intended to promote the efficiency of
the payments system by encouraging competition
between the Federal Reserve and private-sector
providers, and, indeed, private-sector providers have
competed vigorously with the Federal Reserve. Open-
ing access to Federal Reserve payment services to all
banks has also contributed to a more equitable pay-
ments system and has played a role in spurring com-
petition. As a result, on average, the cost of payment
services has declined, and the quality of payment
services has increased.

Over the past ten years, the Federal Reserve has
fully recovered the total costs of its priced services,
including imputed ccsts as required by the Monetary
Control Act. In 1996, the Federal Reserve recovered
103.4 percent of the total costs of its priced services.
Moreover, because fees are set to recover not only all
actual costs but also imputed costs and a profit mar-
gin, the revenues from the Federal Reserve’s priced
services have exceeded operating costs by almost
$1 billion over the past decade. These net reve-
nues contribute to the amount the Federal Reserve
transfers to the Treasury to the benefit of the U.S.
taxpayers.

Shortly after the MCA was enacted, the Board of
Governors adopted pricing principles that are more
stringent than the requirements of the MCA and that
require the Federal Reserve Banks to recover priced
service costs, not just in the aggregate, but for
each major service category. Our check service, for
example, has fully recovered its costs over the past
ten years.

In setting fees, the Federal Reserve’s staff applies
the principles of economic theory and considers the
practices of private-sector providers of payment
services. For instance, in most cases, the Reserve
Banks have implemented fee structures that resemble
the cost structure of each priced service. Because the
costs associated with payment services tend to be
dominated by fixed costs, the Federal Reserve typi-
cally uses a combination of fixed and variable fees to
price its services. Thus, the fee schedule for the check

service includes fixed fees, called cash letter fees,
for each bundle of checks deposited with a Federal
Reserve office and per-check or per-item fees. In
addition, all transaction fees are set to recover at least
the marginal or incremental cost of each transaction,
which precludes the Reserve Banks from engaging in
predatory pricing and promotes competition.

Allocating costs for the shared parts of the Fed-
eral Reserve’s operations is a complex and difficult
matter, especially when large fixed costs have to be
allocated among several activities. There is no perfect
solution to this problem, but the Federal Reserve’s
methodology has been scrutinized by the General
Accounting Office and other experts and has been
declared “‘reasonable.” We stand ready to discuss our
cost and pricing methodology with the committee or
with outside experts if the committee would like
more detailed information.?

PART 1I: THE COMMITTEE’S STUDY ON THE
FEDERAL RESERVE IN THE PAYMENTS SYSTEM

As discussed earlier, Chairman Greenspan created a
committee to examine the Fed’s role in the payments
system. The committee believed that the rapid
changes occurring in financial services called for a
fundamental review of the role of the Federal Reserve
in the payments system and a thorough discussion of
how alternative roles might enhance or undermine
the integrity, efficiency, and accessibility of the sys-
tem. We decided to focus on retail payments because
they affect so many people and businesses directly
and because the case for a continuing role of the
central bank in retail payments is more controversial
than the case for a role in wholesale payments.

The committee did not regard the retail payments
system as ‘“‘broken” or in any kind of crisis. Almost
all users and participants think it functions just fine.
Nevertheless, one anomaly is striking: Why does the
nation with the most advanced computers in the
world rely so heavily on paper to make payments?
Why do Americans write 64 billion paper checks a
year—checks that have to be trucked and flown to
their destinations—when these payments could be
made cheaper and faster by electronic means? How
might different roles of the Federal Reserve acceler-
ate or retard movement to electronic payments?

2. Appendix 2 discusses the Interdistrict Transportation System
and how its costs and fees are set. It also discusses the implications
H.R.2119, “The Efficient Check Clearing Act of 1997, for the
Federal Reserve’s check service.
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To spark discussion and analysis of these and other
payments system issues, the committee developed
five hypothetical scenarios for the future role of the
Federal Reserve in retail payments ranging from exit-
ing check and ACH services altogether to becoming a
more vigorous competitor and industry leader. These
scenarios were not designed to be actual policy
options but were intended to serve as catalysts for
debate both within the Federal Reserve and among
payments system participants.

One scenario under which the Federal Reserve
would withdraw from the check and ACH services
was called the Liquidation scenario. In this scenario,
the Federal Reserve would announce its intention to
withdraw from the provision of check and ACH
services as of a specified date. During the wind-down
period, the Federal Reserve would take steps to pro-
vide for a smooth transition. It would assist its cus-
tomers in finding alternative private-sector suppliers
of payment services and would help potential private-
sector providers evaluate the profitability of serving
various markets by providing market data to them.

A second withdrawal scenario envisioned the
Federal Reserve’s privatizing its check and ACH
services. In the Privatization scenario, the Federal
Reserve would first transfer its check and ACH
operations to a newly chartered, special purpose
“Clearing Bank.” The Clearing Bank would eventu-
ally be sold to a private-sector entity with no privi-
leged ties to the Federal Reserve nor any restrictions
on the type of payment services that it could provide.

Three scenarios under which the Federal Reserve
would continue to provide retail payment services to
banks varied from the Federal Reserve’s adopting a
passive role in providing check and ACH services to
an active role in promoting the conversion of pay-
ments to electronic forms. In the scenario called
Continuity and Access, the Federal Reserve would
merely ensure that all depository institutions had
access to its retail payment services. For the most
part, the Federal Reserve would allow initiatives by
private-sector providers to determine the future
course of the retail payments system, and competi-
tion among those providers of payment services
would provide the primary catalyst for innovation.
Because the Federal Reserve would not be an aggres-
sive competitor in the retail payments market, adopt-
ing this scenario would likely lead to the Federal
Reserve’s slowly exiting the retail payment services
over the long run.

In the scenario called Promoting Efficiency, the
Federal Reserve would use its operational pres-
ence, pricing strategies, and influence to enhance the
efficiency of the interbank retail payments system.

Under this scenario, the Federal Reserve would also
take steps to foster innovation by private-sector pro-
viders. In the final scenario, called Leading Toward
Electronic Payments, the Federal Reserve would
expedite the movement to an electronic retail pay-
ments system. In this case, the Federal Reserve would
fund research and development and make additional
capital investments in payments system improve-
ments; develop an expanded national payments infra-
structure; provide access to the Federal Reserve’s
secure interbank communications network to deposi-
tory institutions at incremental cost; and work with
providers and vendors to develop more flexible, con-
venient, and effective software and systems to facili-
tate electronic transactions.

We asked experts at the Federal Reserve to analyze
the impact of each scenario on the price, availability,
and structure of payments services and then sought
input and reactions from a wide range of payments
system participants.

We discussed the scenarios during ten national
forums that were held in May and June 1997. The
national forums were moderated by an independent
facilitator and attended by committee members.
Nearly 100 organizations participated in these
forums, including representatives of banks, thrift
institutions, and credit unions of all asset sizes; third-
party service providers; clearing associations; trade
associations representing banks, thrift institutions
and credit unions, consumers, and retailers; and aca-
demics and consultants among others. The discussion
at these forums was focused on how the various
scenarios would affect the price and availability of
retail payment services and how they would affect
market and technological innovation and public con-
fidence in the payments system.

In addition, each Federal Reserve Bank held a
series of regional forums as well as a number of
one-on-one meetings. Altogether, fifty-two regional
forums, which were moderated by the senior Reserve
Bank staff, were held. As in the case of the national
meetings, a wide range of payments system partici-
pants attended the regional forums, representing more
than 350 institutions.

The discussions were varied and lively, but con-
sistent themes emerged across the country. First,
although a few participants favored Federal Reserve
withdrawal from the check or ACH markets (or both),
a large majority, including representatives from all
size classes of depository institutions, opposed the
Federal Reserve’s exiting these markets.

Smaller banks and those located in remote areas
were concerned that they would have difficulty
obtaining retail payment services, that the prices for
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/
those services would rise significantly, and that they
might not be able to access new payment services
developed in the private sector. Many participants
raised concerns about how they would obtain retail
payment services if there were a financial crisis. For
example, how would smaller institutions collect
checks if their correspondent bank were to fail and
how would they obtain services if their financial
condition were deteriorating?

Some large banks and clearinghouses expressed an
interest in picking up new customers as a result of
Federal Reserve withdrawal. Other large banks, how-
ever, had withdrawn from the correspondent role and
were reluctant to resume what they regarded as a
low-profit business. Some participants expressed
fears that the Federal Reserve’s withdrawal would
mean heavier regulation of the check and ACH mar-
kets as the Congress sought to protect the access of
small institutions to these services.

Most participants believed that, in the long run,
there would be sufficient capacity in both the check
and ACH markets to absorb the transaction volumes
processed by the Federal Reserve Banks.

A number of participants, however, were con-
cerned that if the Federal Reserve withdrew from
check and ACH services, there would be short-term
service disruptions with few long-term benefits.

Some participants supported the withdrawal sce-
narios because they believed that private-sector
providers of retail payment services were more effi-
cient than the Federal Reserve and that the Federal
Reserve’s withdrawal would enhance the efficiency
of the payments system over time. Some participants
argued that the likely increases in the price of collect-
ing checks that would follow the Federal Reserve’s
withdrawal might lead to a greater use of electronic
payment services, particularly in remote locations. A
few expressed concern about the conflicts of interest
that could arise between the Federal Reserve’s role as
a payment service provider and its role as regulator
of the payments system. A few of these participants
stated that these perceived conflicts of interest had
caused delays in addressing the disparity between
check presentment times for the Federal Reserve
Banks and private depository institutions. Some
thought the Federal Reserve might have taken steps
sooner to improve its net settlement service if it did
not provide payment services.

At the same time, many participants believed that
private-sector providers might be reluctant to expand
their check collection services significantly because
of their desire to invest in new technologies, rather
than legacy systems that are perceived to have mar-
ginal profitability and limited growth potential. Some

of these participants indicated that they were cur-
rently faced with many competing priorities, includ-
ing dealing with mergers and acquisitions, addressing
the operational issues raised by the federal govern-
ment’s electronic payments initiative, and ensuring
that they were compliant with the century date
change.

Almost all participants believed that check pay-
ments would continue to play an important role in the
U.S. payments system for the foreseeable future and
that the Federal Reserve and other industry partici-
pants should focus on achieving additional efficien-
cies in the check collection system through the use of
electronic check presentment and truncation.

With respect to the ACH, participants cited short-
comings in the current system, which may be limiting
its use. Participants noted that the ACH was a good
vehicle for recurring payments but that its use for
purchases at the point of sale was limited. Moreover,
consumers are not generally familiar with how to
make ACH payments. Participants also discussed the
problems that businesses receiving ACH payments
frequently experience in receiving the information
explaining the amount and purpose of payments from
their banks. This issue, of course, is one of the issues
facing the banking industry as the federal govern-
ment implements its all electronic payments initiative
and is a critical issue facing the ACH service. At
the same time, a number of participants believed that
a properly funded public education and marketing
effort aimed at consumers and businesses could lead
to greater acceptance and use of the ACH.

There was strong support among a wide variety of
participants for more “‘leadership” from the Federal
Reserve, especially in moving beyond current pay-
ment instruments to more advanced electronic sys-
tems of the future. Not all participants, however,
had the same concept of what “leadership’ implied.
Community bankers generally supported a more
active, innovative Federal Reserve. Some indicated
that the Federal Reserve’s investment in technology-
driven products enables them to take advantage of
electronic services without large, up-front invest-
ments that they cannot easily afford. Participants
representing larger banks, however, questioned
whether the Federal Reserve, as a provider of pay-
ment services, could spur the conversion of payments
to electronic forms as well as the private service
providers could.

Nevertheless, the majority of participants agreed
that the Federal Reserve should play a stronger lead-
ership role in improving the efficiency of the check
collection system and in bringing diverse players in
retail payment services together in a collaborative
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way to identify and to address the impediments pre-
venting a conversion to more economically efficient
retail payment services. Many participants urged the
Federal Reserve to work with the payments industry
to establish standards for electronic payments, includ-
ing standards for the authentication of payment
instructions, standards for privacy and security of
payment information, and standards addressing liabil-
ity and risks in emerging payment services. In addi-
tion, participants suggested that the Federal Reserve
could play an important role in sponsoring public
education aimed at encouraging the use of end-to-end
electronic payment services.

The committee is still weighing what it has learned
from the national and regional forums, analytical
studies, and other sources. It has not yet brought
specific policy options to the Board of Governors
or the Conference of Reserve Bank Presidents. Two
general conclusions, however, have emerged from
our deliberations. First, for the next few years at
least, the Federal Reserve can best meet the expecta-

tions of the Congress for a safe and reliable payments
system by continuing to provide check and ACH
services as efficiently as possible. Given the concerns
expressed to us about the disruptions that would
likely occur if the Federal Reserve were to withdraw
from the retail payment services, plus the many
changes that the banking industry must grapple with
over the next several years, it seems prudent not to
impose additional disruptions on it that the industry
itself is not certain would lead to long-run benefits.

Second, the Federal Reserve needs to work more
closely and collaboratively with the participants and
users of the payments system, both to enhance the
efficiency of current payment instruments (check and
ACH) and to evolve strategies for moving to the next
generation of payment methodologies. We look for-
ward to working closely with the Congress as these
strategies begin to unfold, with a continuing focus on
ensuring the integrity, efficiency, and accessibility of
the payments system.

Statement by Laurence H. Meyer, Member, Board of
Governors of the Federal Reserve System, before the
Subcommittee on Financial Institutions and Con-
sumer Credit of the Committee on Banking and
Financial Services, US. House of Representatives,

September 24, 1997

The Board of Governors appreciates this opportunity
to comment on issues concerning debit cards that can
be used without security codes (sometimes referred
to as “check cards” or “offline” debit cards). Users
of these cards have some consumer protections
related to liability, issuance, and disclosure under the
Electronic Fund Transfer Act (EFTA) and the Board’s
Regulation E. A bill introduced by Representatives
Schumer and Gonzalez, and another by Representa-
tive Barrett, would further limit a consumer’s poten-
tial liability for the unauthorized use of debit cards
and place restrictions on their issuance. The Board’s
testimony discusses the existing statutory and regula-
tory scheme concerning debit card liability and issu-
ance and provides comment on the legislative propos-
als. The testimony also provides comment on issues
related to unsolicited “loan checks,” which are
addressed in proposed legislation introduced by Rep-
resentatives Hinchey and Gonzalez that would amend
the Truth in Lending Act (TILA).

Generally speaking, the oldest type of debit card in
the United States is the automated teller machine

(ATM) card used by consumers to make deposits,
withdrawals, and transfers between deposit accounts.
The cards require the use of a magnetic stripe reader
(built into the ATM) and the consumer’s security
code—a personal identification number (PIN).
Because of the method of operation, these cards are
sometimes characterized as “‘online” debit cards.
That is, at the time of the transaction, the account
number, PIN, and account balance are verified; and
instrucsions for the funds transfer are communicated,
through the ATM network, to a database at the card-
issuing institution.

At first, institutions issued cards that could be used
only at their own ATMs. Over time, the development
of regional, nationwide, and internationally linked
networks has enabled consumers to access funds
using ATMs at institutions other than their own. The
subsequent linking of electronic point-of-sale (POS)
terminals to these networks has allowed consumers to
use their debit cards to pay for purchases at supermar-
kets, gas stations, and other sites by debiting their
deposit accounts. At merchant locations requiring the
use of a PIN, the cards operate as “online” debit
cards. The use of PIN-protected cards in these online
systems has increased substantially in the United
States over the past several years, while until recently
the use of “offline” debit cards has remained more
limited.

Some financial institutions began issuing ““offline”
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debit cards more than a decade ago. Consumers have
used these cards in place of credit cards at retail
locations. Typically, the consumer signs a charge
slip, rather than entering a PIN, and the transactions
are processed much like credit card transactions.
Indeed, early on, this largely “‘paper-based” mode of
operation generated questions about whether these
card transactions were covered by the EFTA and
Regulation E. As a consequence, the Board amended
Regulation E in 1984 to make clear that debit card
transactions are covered by the regulation, whether
the transaction takes place at a terminal that captures
the transaction data electronically or is carried out
manually and only later converted to electronic
form.

Over the past year or so, card issuers have begun
marketing offline debit cards aggressively, encour-
aging consumers to use them in place of writing
checks. Besides just making them available, many
institutions have automatically replaced their custom-
ers’ existing ATM cards, previously usable only with
PINs, with cards that can be used with a PIN at ATMs
and electronic POS terminals and without a PIN in
the “offline” mode. This development has raised
concerns about the potentially greater consumer
exposure to losses in the absence of PIN protection.

Both the TILA and the EFTA-—which govern
credit cards and debit cards respectively—contain
provisions on unauthorized use and unsolicited issu-
ance. The TILA provisions were enacted in 1970, and
the EFTA provisions have been part of the act since it
became law in 1978. The TILA limits consumer
liability for the unauthorized use of a credit card to
$50. Under the EFTA, the rules are more complex.
Liability for the unauthorized use of a debit card is
determined based on when the consumer notifies the
financial institution of a lost or stolen card or an
unauthorized transaction.

If notice is provided within two business days of
learning of the loss, the consumer’s liability is lim-
ited to $50. For the consumer who fails to report the
loss or theft of a debit card within two business days
of learning of the loss or theft, the potential liability
increases to $500. This higher limit applies to unau-
thorized transactions taking place after the two-
business-day period. For example, if a $600 unautho-
rized debit card purchase takes place the same day
the card is stolen, the consumer’s maximum liability
for that transaction is $50 even if the consumer fails
to give notice within two business days after learning
of the theft. If unauthorized transactions appear on
the consumer’s account statement and the consumer
fails to report them within sixty days after the state-
ment is sent, the consumer’s potential liability is

unlimited for unauthorized transactions occurring
after the sixty days. Liability up to the sixtieth day is
capped at $50 (or at $500, if the consumer knew
about a debit card loss or theft and failed to report it
within two business days).

The explanation for the more complex rules in the
EFTA can be gleaned from the history of the act,
which followed a study compieted in 1977 by the
National Commission on Electronic Fund Transfers.
The commission’s report on emerging EFT payment
mechanisms, which responded to a congressional
directive, recommended legisiative action to foster
the orderly development of EFT systems. At that
time, the banking industry had raised objections to
having a $50 cap on consumer liability for debit
cards, the same as for credit cards. Industry represen-
tatives urged that a negligence standard should apply
if the consumer was negligent in handling the card
and PIN. The industry believed that a $50 cap was an
insufficient incentive for consumers to protect their
cards and security codes. In turn, the commission’s
report recommended a negligence standard that
would hold the consumer liable for acts such as
writing the PIN on the card.

The Congress considered and ultimately decided
against imposing a negligence standard. Instead, both
the House and Senate agreed on the basic $50 liabil-
ity limit. But in addition, to encourage consumers to
protect debit cards and promptly report unauthorized
use, the House favored holding a corsumer liable for
unauthorized transactions occurring a “reasonable
time” after the consumer learned of the loss or theft
of the card and failed to notify the card issuer. The
Senate bill provided for unlimited liability for the
failure to report any unauthorized transactions
appearing on a statement within sixty days after the
statement was sent. The law as finally enacted
blended the two exceptions, changing “reasonable
time” to two business days and adding the $500 cap
for unauthorized transactions taking place within the
sixty days.

As to disclosures, both the TILA and the EFTA
require that, to impose liability, the card issuer dis-
close the limits on consumer liability and give a
telephone number or address (both phone number
and address, in the case of the EFTA) for reporting
loss or theft of the card or unauthorized transactions.

For issuance, the TILA prohibits outright the unso-
licited issuance of credit cards. The EFTA permits the
unsolicited issuance of debit cards but only if disclo-
sures are given and the card is not usable until after
the consumer has requested validation and the con-
sumer’s identity has been verified. Both laws permit
issuing a new card to replace or substitute for an
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existing card. Regulation Z (which implements the
TILA) and Regulation E also permit an issuer to add
features to a card at the time of substitution. Under
these rules, it is thus permissible to send a debit card
that can be used without PIN protection to replace an
“online” PIN-protected debit card, and these substi-
tute cards can be sent validated or unvalidated. When
a substitution is made, if there are adverse changes in
the terms and conditions that were originally dis-
closed to the cardholder (such as higher liability
limits or higher fees), the issuer must disclose the
revised terms. But adding the capability for offline
use to a debit card does not, by itself, require a new
disclosure under Regulation E.

Without doubt, the issuance of a card that does not
require a PIN increases the consumer’s risk. The
consumer deserves to be informed about this in a
very straightforward way. This risk may involve lia-
bility for unauthorized transactions or it may simply
be the necessity of having to sort out unauthorized
activity problems, even if there is no ultimate finan-
cial loss. It also seems appropriate to apply a lower
liability limit than that which presently applies:
Under current law, adding non-PIN-protected capa-
bility to a card subjects the consumer to higher liabil-
ity than applies to credit cards. Apart from what the
law requires, both VISA and MasterCard have
decided to voluntarily limit consumer liability for
unauthorized use of debit cards to $50 or less, and
this should deal with consumer concern about unwar-
ranted financial risk, although the potential aggra-
vation of demonstrating unauthorized use may
remain. Therefore, it seems to us the question is
whether voluntary industry activity is sufficient to
deal with these concerns or whether legislation is
necessary.

Now let me turn to the two proposed bills.
H.R.2319, the Consumer Debit Card Protection Act,
introduced by Representative Barrett, limits con-
sumer liability to $50 or less for all unauthorized
debit card transactions, including those that require a
PIN. The bill also calls for a warning notice for debit
cards that can be used without a PIN and would give
consumers the option to reject such cards in favor of
PIN-protected cards. Each periodic statement would
have to include a detailed notice of the procedures for
notifying the card issuer of the loss or theft of the
debit card or of unauthorized transactions.

For cards without PIN protection, the Barrett bill
would also require the card issuer to provisionally
reimburse consumers for claims of unauthorized use
within three business days. Currently, the EFTA pro-
vides that claims of unauthorized use must be
resolved within ten business days; alternatively, the

disputed amount must be recredited within ten busi-
ness days if an investigation cannot be completed
within that time, and the investigation must then be
completed within forty-five days. For POS and for-
eign transactions, Regulation E doubles the time
periods: twenty business days to resolve a claim of
error (or to recredit an account if the investigation
takes longer); and ninety days to complete the inves-
tigation. The longer periods were adopted in 1984, at
the same time that Regulation E was amended to
cover paper-based debit card transactions. The longer
times were deemed necessary for resolving claims
that involved third-party merchants or remote institu-
tions, and card issuers wanted to avoid having to
provisionally recredit an account before the investiga-
tion was complete. The Board is aware that VISA is
changing its rules to provide for recrediting within
five business days, and this suggests that technologi-
cal improvements in payment systems may permit
these consumer claims to be investigated more
quickly. We will reexamine the Board’s rule in light
of these developments.

H.R.2234, the Dual-Use Debit Cardholder Protec-
tion Act, introduced by Representatives Schumer and
Gonzalez, addresses liability, disclosures, and issu-
ance. The bill limits a consumer’s liability to $50 for
a debit card that is not PIN-protected and does not
use some other unique identifier; a signature is
deemed not to be a unique identifier. It requires card
issuers, as a condition of imposing any liability on
consumers, to disclose the importance of promptly
reporting loss or theft of the card. Under current law,
this disclosure is optional. The Schumer—Gonzalez
bill also prohibits issuing a debit card that can func-
tion without a PIN unless (1) the card is not activated
when sent, (2) certain disclosures accompany the
card, and (3) the card is activated only upon the
consumer’s request and after verification of the con-
sumer’s identity. These latter rules currently govern
the initial issuance of a card on an unsolicited basis,
but not a replacement card.

There is considerable merit to having card issuers
provide a new offline debit card in unvalidated form
when they replace an online card and only validating
the card upon the consumer’s request. Requiring vali-
dation could be useful for ensuring that consumers
are not exposed to any additional risk or inconve-
nience without their consent. It is our understanding
that in many cases card issuers already follow, or are
planning to adopt, a security procedure in which they
validate a renewal card for use only after the card-
holder has expressly confirmed receiving the card
and has requested validation. However, this proce-
dure may not generally include the step of confirming
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the consumer’s willingness to accept a debit card that
is not PIN-protected.

The question is whether current and evolving
industry practices are sufficient or whether a statutory
requirement is needed. Given the positive steps being
taken by the industry to deal with consumer concerns
on a voluntary basis, we are inclined to see how
things work before enacting new laws. However, the
industry should be on notice that it is in everyone’s
best interest to ensure that the public understands the
new risks inherent in transactions that are not PIN-
protected and that individual consumers can make
an informed choice about whether to assume that
risk.

The subcommittee also requested information
about the tracking of a consumer’s debit and credit
card spending. Although both regulations—E for
debit cards and Z for credit cards—require card issu-
ers to capture transaction information such as transac-
tion date, amount, and merchant name and location,
for reporting to the cardholder on the periodic state-
ment, they are silent on the use of this information by
the card issuer. However, I think we all know, from
our own experience, that for credit cards, and prob-
ably also for debit cards, at least some card issuers do
use this and other information about cardholders’
purchasing patterns for marketing purposes. Industry
witnesses can no doubt provide detailed information
on this matter.

The Board has also been asked to comment on the
mailing of unsolicited “loan checks” to consumers.
These credit products are also referred to as “‘loans
by mail” or “live checks.” The consumer need only
sign and cash or deposit the check to obtain the loan.
The amount of these loan checks may be thousands
of dollars.

Federal law does not prohibit creditors from mail-
ing unsolicited loan checks. The TILA does mandate
that full disclosure of the credit terms, such as the
annual percentage rate and the payment schedule, be
included with any mailing so that consumers can
make informed cecisions about whether to accept the
loan. Therefore, the primary concern should not be
disclosure but rather the potential for theft and fraud
and the consumer inconvenience of refuting a claim
of liability. The unsolicited check could be inter-
cepted in the mail by a thief who forges the consum-
er’s name and cashes the check. The consumer’s
rights in the case of a forged endorsement are gov-
erned by state law, generally under the Uniform
Commercial Code, which provides protection against

fraud. Although the consumer would not ultimately
be liable for the forged instrument, the consumer is
nevertheless exposed to risk that was not anticipated
and inconvenience resulting from a loan check that
was not requested.

H.R.2053, the Unsolicited Loan Consumer Protec-
tion Act, introduced by Representatives Hinchey and
Gonzalez, prohibits the unsolicited mailing of loan
checks or other negotiable instruments. The bill also
provides that if a check or other negotiable instru-
ment is sent unsolicited, a consumer would not be
liable for the debt unless the creditor could prove that
the consumer received and negotiated the instrument.
And whether or not the intended recipient received it,
the creditor could not report any liability resulting
from the unsolicited instrument to a consumer report-
ing agency.

Within the past two years, the Board has received a
dozen or so complaints about unsolicited loan checks
that primarily relate to theft and fraud problems. This
is not a vast number of complaints, and the issuance
of unsolicited loan checks is not as prevalent as the
issuance of unsolicited credit cards in the late 1960s
that led to the TILA prohibition. But creditors are
increasingly making use of these checks, and the
question is whether they pose a significant enough
problem to warrant legislation. [n answering the ques-
tion, it seems appropriate to balance any need for
consumer protection to combat fraud and other con-
cerns associated with unsolicited checks against
unnecessary restrictions on the offering of financial
products. Some consumers may appreciate the conve-
nience of obtaining “instant credit” without having
to make a formal application. In addition, the
intended recipient of a loan check generally will not
be held liable for the amount of a forged loan check,
although that may be small comfort to an individual
who must contend with proving the forgery of the
check. While the Board is mindful of the appearance
that consumers are exposed to risks they have not
voluntarily assumed, we do not favor an outright
prohibition against sending these checks. Absent
some evidence of a significant problem, we are
inclined to let the market work without the interven-
tion of new legislation.

This hearing provides a useful forum for the indus-
try, consumer representatives, and others to dis-
cuss with lawmakers these important policy matters
involving debit cards and loan checks, and we
appreciate the opportunity to participate in the
discussion. ]
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Announcements

REGULATION J: AMENDMENTS

The Federal Reserve Board on September 11, 1997,
announced amendments to Regulation J (Collection
of Checks and Other Items by Federal Reserve Banks
and Funds Transfers through Fedwire) to help ease
the transition to interstate branching in the check
collection area. The amendments are effective Janu-
ary 2, 1998.

Beginning January 2, 1998, the Federal Reserve
Banks will implement a new account structure under
which each depository institution will have a single
Federal Reserve account relationship. The Regula-
tion J amendments will allow an institution to send
checks to any Reserve Bank for collection, but all of
its check collection transactions through the Federal
Reserve will be reflected in a single account held
at its “Administrative Reserve Bank” regardless of
where the institution has its branches.

DELAY IN MANDATORY COMPLIANCE
WITH REVISIONS TO REGULATION M

The Federal Reserve Board on September 25, 1997,
delayed the date for mandatory compliance with revi-
sions to Regulation M (Consumer Leasing) that apply
to automobile leasing from October 1, 1997, to Janu-
ary 1, 1998.

The Board’s revised regulation made a significant
number of substantive changes to the regulation and
established new disclosures to improve consumers’
understanding of automobile and other lease trans-
actions. The changes required the preparation of new
leasing forms and the reprogramming of the com-
puter software used to produce the consumer lease
disclosures at automobile dealerships.

Representatives of leasing companies, automobile
dealerships, and vendor support services requested a
delay in the date set by the Board for mandatory
compliance. Installation of new leasing software is
still under way at many of the 22,500 new-car dealer-
ships that arrange leases through approximately 9,000
leasing companies. As a result, many of the dealer-
ships are unable to produce computer-generated dis-
closures by October 1.

The Board approved the delay to ensure that con-
sumers receive accurate and meaningful disclosures
through computer-generated programs when they
enter into lease transactions.

ADOPTION OF UNIFORM AMENDMENTS TO THE
RIEGLE—NEAL INTERSTATE BANKING AND
BRANCHING EFFICIENCY ACT OF 1994

The Federal Reserve Board along with the Office of
the Comptroller of the Currency and the Federal
Deposit Insurance Corporation on September 5, 1997,
issued a final rule that adopts uniform regula-
tions implementing section 109 of the Riegle—Neal
Interstate Banking and Branching Efficiency Act of
1994 (Interstate Act). The rule became effective
October 10, 1997.

As required by section 109, the rule prohibits any
bank from establishing or acquiring a branch or
branches outside its home state under the Interstate
Act primarily for the purpose of deposit production.
The rule also provides guidelines for determining
whether such a bank is reasonably helping to meet
the credit needs of the communities served by the
interstate branches.

GAQ AUDIT OF THE FINANCIAL CONTROLS
AND REPORTING OF CASH AT THE
LOS ANGELES BRANCH

The General Accounting Office (GAO) has given a
clean bill of health to the financial controls and
reporting of cash at the Los Angeles Branch of the
Federal Reserve Bank of San Francisco.

The GAO, in a September 1996 report on errors
made by the L.A. Branch in cash statistical reports
submitted to the Board, had called into question the
integrity of the Branch’s internal controls and finan-
cial accounting of cash. This GAO audit lays to rest
those concerns.

The GAO audit reviewed the work performed by
Coopers & Lybrand, which was retained by the Fed-
eral Reserve Board to provide an independent per-
spective on the internal control structure over cash at
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the L.A. Branch as well as that at other Federal
Reserve Banks that use the same cash automation
system to manage the cash under their control.

This GAO audit confirms the Federal Reserve’s
assessment that the Reserve Banks effectively control
their cash operations and that the financial accounting
of the cash positions has a high degree of integrity.
It is consistent with the conclusion of the Board’s
Inspector General, who has also reviewed this matter.

APPROVAL OF A RISK-FOCUSED CONSUMER
COMPLIANCE SUPERVISION PROGRAM

The Federal Reserve Board has approved a risk-
focused consumer compliance supervision program
and extended the consumer examination frequency
schedule for state member banks and foreign banking
organizations. Implementation of the new program
will be phased in during 1998.

These actions will enhance the effectiveness of
the Federal Reserve System’s consumer compliance
examination program, reduce the burden of exam-
inations for supervised institutions, and more effec-
tively deploy Federal Reserve System examination
resources.

The new frequency guidelines extend the examina-
tion cycle from eighteen to twenty-four months to
thirty-six months for state member banks having an
exemplary compliance history and assets of less than
$250 million. An exemplary compliance history is
defined as two satisfactory or better ratings for both
consumer compliance and the Community Reinvest-
ment Act. Banks with assets of more than $250 mil-
lion will be examined every twenty-four months,
while banks with performance problems will be
examined once every twelve months.

The consumer examinations performed under the
new program will be conducted concurrently with
examinations for fair lending laws and the CRA, both
of which are covered under separate but compli-
mentary programs that reflect the new frequency
schedule.

An essential component of the new examination
approach is the correlation of two risk elements:

» Regulation risk, which involves an evaluation of
the potential consequences to the consumer or the
bank of noncompliance with consumer protection
laws and regulations

* Product risk, for which examiners will identify
the potential risks associated with financial products
or services relative to a bank’s market position, man-
agement expertise. and business orientation.

The relationships between these two risk elements
will then be correlated to determine the level of
review necessary to verify a bank’s compliance pos-
ture. The primary advantage of this examination
approach is that it targets examination resources to
higher risk areas without compromising the integrity
of the examination process.

The new program also places a greater emphasis
on outreach and monitoring activities. The outreach
components of the program will be designed to foster
compliance through regular contacts with state mem-
ber banks. These contacts will be conducted apart
from examination and supervisory activities and will
include such items as training seminars and advisory
visits. Monitoring efforts will be performed between
examinations and will be designed to alert examiners
to any potential deterioration in a bank’s consumer
compliance posture. The conclusions drawn from
the monitoring process will be considered when
establishing the scope, timing, and staffing of future
examinations.

IMPLEMENTATION OF A RISK-FOCUSED
PROCESS FOR THE EXAMINATION
OF STATE-CHARTERED COMMUNITY BANKS

The Federal Reserve Board, the Federal Deposit
Insurance Corporation (FDIC), and the state banking
departments will begin full implementation of a com-
mon risk-focused process for the examination of
state-chartered community banks effective October 1,
1997. The process targets the activities posing the
highest level of risk at each institution and enhances
examiners’ ability to diagnose emerging problems.

Implementation of this process will provide greater
consistency in examinations conducted by the
Federal Reserve, the FDIC, and the states, and is
expected to result in examinations that are more
efficient and effective and less burdensome on
institutions.

Critical to the implementation of the risk-focused
approach is the exercise of examiner judgment in
determining the scope of the examination during the
planning process. This allows examiners to custom-
ize, based on the bank’s risk profile, procedures per-
formed on-site.

The Federal Reserve and the FDIC have developed
examination procedure modules to assist examiners
in their analysis of seven of the most important
activities of community banks including loan port-
folio management, securities, management and inter-
nal controls, earnings, and capital. Six supplemental
modules are provided for the review of activities such
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as electronic banking, mortgage banking, and interna-
tional banking. Both agencies have conducted exten-
sive field testing of the modules.

These modules emphasize evaluation of a bank’s
ability to manage the risks associated with a particu-
lar activity so that examiners can better diagnose
emerging problems. The modules employ a tiered
structure that permits an examiner to draw conclu-
sions after completing a core analysis requiring a
limited number of procedures. An expanded analysis
involving further procedures would be performed
only if the core analysis indicated more in-depth
review is necessary.

The modules have been automated for use on vir-
tually all laptop computers currently in field use
through a standalone software program called ELVIS
(Examiner Laptop Visual Information System).

ELVIS provides a documentation vehicle for work
performed on an examination, as well as electronic
access to the two agencies’ examination manuals.
Examiners at both agencies have been trained on
the risk-focused examination process and the use of
ELVIS.

The FDIC began work on developing a risk-
focused examination process in 1996 as part of a
Corporate Operating Plan project. When the FDIC
examiners working on the project learned that the
Federal Reserve had undertaken a similar effort, the
two agencies decided to join in a cooperative effort.
The state banking departments through the Confer-
ence of State Bank Supervisors (CSBS) provided
input to the development work.

Training on the risk-based examination process has
included examiners from all of the fifty state banking
departments. Since all three groups conduct examina-
tions of state-chartered banks, implementation of
the risk-focused approach is expected to improve the
consistency of examination procedures applied to
state-chartered institutions.

POLICY STATEMENT BY THE BASLE COMMITTEE
ON YEAR 2000 ISSUES

The Basle Committee on Banking Supervision has
issued a policy statement entitled “The Year 2000: A
Challenge for Financial Institutions and Bank Super-
visors,” which addresses the need for financial insti-
tutions to check all their computer applications in
advance of the new millennium.

This paper sets out a strategic approach for the
development, testing, and implementation of system
solutions as well as defining the role that central
banks and other bank supervisors need to play in

promoting awareness of the Year 2000 issue and
enforcing actions.

The text of the Basle Committee document is avail-
able on the Bank for International Settlements (BIS)
Web site at http://www.bis.org and on the Federal
Reserve Board Web site at http://www.bog.frb.fed.us/
y2k.

MODIFICATION BY THE BASLE COMMITTEE
OF THE AMENDMENT TO THE CAPITAL
ACCORD TO INCORPORATE MARKET RISK

The Basle Committee on Banking Supervision has
incorporated market risk into the Amendment to the
Capital Accord that it issued in January 1996 and that
was subsequently adopted by the Federal Reserve
Board for state member banks and bank holding
companies. The modified amendment is effective
January 1, 1998.

The modification has the effect of removing the
so-called floor, which would have applied to banks
using internal models to assess specific risk as part
of their overall modeling of market risk. Banks will
benefit from the removal of the floor because its
retention would have burdened them with dual
calculations.

The text of the Basle Committee document is avail-
able on the BIS Web site at http://www.bis.org.

RELEASE OF “PRINCIPLES FOR THE
MANAGEMENT OF INTEREST RATE RISK”
BY THE BASLE COMMITTEE

The Basle Committee on Banking Supervision on
September 22, 1997, released a paper containing a set
of “Principles for the Management of Interest Rate
Risk.”

The document is a revised version of a consulta-
tive paper issued in January 1997. It re-emphasizes
the need for banks to maintain adequate risk-
management practices in all their activities and iden-
tifies specific agreed-upon principles that supervisory
authorities will consider in evaluating banks’ man-
agement of interest rate risk.

The text of the Basle Committee document is avail-
able on the BIS Web site at http://www.bis.org.

RELEASE OF THE “CORE PRINCIPLES
FOR EFFECTIVE BANKING SUPERVISION”
BY THE BASLE COMMITTEE

The Basle Committee on Banking Supervision has
released the “Core Principles for Effective Banking
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Supervision,” a document that sets out the principles
that the committee believes must be in place for a
supervisory system to be effective.

These twenty-five core principles are intended to
serve as a basic reference for supervisory and other
public authorities worldwide to apply in the super-
vision of all the banks within their jurisdiction.
Supervisory authorities throughout the world are
invited to endorse them by October 1998.

The text of the core principles is available on the
BIS Web site at http://www.bis.org.

PUBLICATION OF THE EXAMINATION MANUAL
FOR US. BRANCHES AND AGENCIES
OF FOREIGN BANKING ORGANIZATIONS

The Examination Manual for US. Branches and
Agencies of Foreign Banking Organizations, pub-
lished by the Board’s Division of Banking Supervi-
sion and Regulation in 1995, has been totally revised
as of July 1997 and is now available for purchase by
the public. The Manual serves as a primary reference
source of uniform guidelines and procedures to be
used by examiners at U.S. state and federal banking
agencies in conducting examinations of foreign bank
branches and agencies operating in the United States.

The Manual provides a comprehensive overview
of the broad range of banking activities that are
conducted by foreign bank branches and agencies
and specific guidance on how to evaluate these activi-
ties at a branch and agency in the context of the
foreign banking organization of which it is an inte-
gral part. It includes the ROCA (risk management,
operational controls, compliance with U.S. laws and
regulations, and asset quality) rating system that
examiners use to assess the condition of foreign bank
branches and agencies and to identify and address
any of the unique supervisory issues raised by these
offices.

The Manual may be obtained from Publications
Services, Mail Stop 127, Board of Governors of the
Federal Reserve System, Washington, DC 20551, at a
cost of $40.00. Charge orders paid by Visa and
Mastercard may be sent by fax to (202) 728-5886.

Updates will be available periodically at a cost to be
determined at the time they become available.

CHANGES IN BOARD STAFF

The Board has approved the following changes in the
official staff.

In the Division of International Finance, the Board
announced on September 15, 1997, the appointment
to the official staff of Lewis S. Alexander as Associ-
ate Director; the promotions of Peter Hooper and
Karen H. Johnson from Assistant Director to Associ-
ate Director; a reassignment for Thomas A. Connors,
Assistant Director; and a change in title from Senior
Associate Director to Senior Adviser for Charles J.
Siegman and Larry J. Promisel.

In the Division of Supervision and Regulation, the
Board announced on September 17, 1997, the follow-
ing official staff promotions and appointments: the
promotions of Herbert A. Biern and Roger T. Cole
to the position of Associate Director; the promotions
of James V. Houpt, Jr, Gerald A. Edwards, Ir,
Molly S. Wassom, Stephen Hoffman, Ir., Michael G.
Martinson, Sidney M. Sussan, and Jack P. Jennings
to the position of Deputy Associate Director; the
appointments of Norah M. Barger, Betsy Cross, and
Richard A. Small to the position of Assistant Direc-
tor; and the transfer of William A. Ryback to Associ-
ate Director for Supervision Operations.

Mr. Alexander first joined the Board’s staff in
1985. He left the Board in 1993 to serve as Chief
Economist at the Department of Commerce and then
returned to the Board in 1996. He received his Ph.D.
from Yale University.

Ms. Barger joined the Board’s staff in 1986. She
holds an A.B. degree from Princeton University and
an M.B.A. from Georgetown University.

Ms. Cross joined the Board’s staff in 1982. She
holds a B.A. degree from DePauw University, an
M.A. from the University of Pennsylvania, and an
M.B.A. from the University of Michigan.

Mr. Small joined the Board’s staff in December
1989. He holds a B.S. degree from Rider College and
a J.D. from Hofstra University’s Law School. O
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Legal Developments

JOINT FINAL RULE—AMENDMENT TO RIEGLE-NEAL
INTERSTATE BANKING AND BRANCHING EFFICIENCY
ACT OF 1994

The Office of the Comystroller of the Currency, Treasury
(*“OCC”); Board of Governors of the Federal Reserve
System (“Board”); and Federal Deposit Insurance Corpo-
ration (“FDIC”) (colletively, *‘agencies™) are adopting
uniform regulations to implement section 109 (“section
1097} of the Riegle-Neal Interstate Banking and Branching
Efficiency Act of 1994 (“Interstate Act”). The final rule
reflects comments received on the proposal and further
internal consideration by the agencies.

As required by section 109, the final rule prohibits any
bank from establishing or acquiring a branch or branches
outside of its home state under the Interstate Act primarily
for the purpose of deposit production. and provides guide-
lines for determining whether such bank is reasonably
helping to meet the credit needs of the communities served
by these branches.

Effective October 10, 1997, 12 C.E.R. Parts 25, 208, 211,
and 369 are amended as follows:

Part 25—Community Reinvestment Act and
Interstate Deposit Production Regulations

1. The part heading for Part 25 is revised to read as set
forth above.

2. The authority citation for Part 25 is revised to read as
follows:

Authority: 12 US.C. 21, 22, 26, 27, 30, 36, 93a, 161, 215,
215a, 481, 1814, 1816, 1828(c), 1835a, 2901 through 2907,
and 3101 through 3111.

3. Section 25.11 is amended by revising paragraph (a)(1) to
read as follows:

Section 25.11—Authority, purpose, and scope.

(a) Authority and OMB control number — (1) Autiiority.
The authority for subparts A, B, C, D, and Eis 12 U.S.C.
21, 22, 26, 27, 30, 36, 93a, 161, 215, 215a, 481, 1814,
1816, 1828(c), 1835a, 2901 through 2907, and 3101
through 3111.

* % * ® 3

4. Part 25 is amended by adding a new subpart E to read as
follows:

Subpart E—Prohibition Against Use of Interstate
Branches Primarily for Deposit Production

Sec.

25.61 Purpose and scope.

25.62 Definitions.

25.63 Loan-to-deposit ratio screen.
25.64 Credit needs determination.
25.65 Sanctions.

Subpart E—Prohibition Against Use of Interstate
Branches Primarily for Deposit Production

Section 25.61—Purpose and scope.

(a) Purpose. The purpose of this subpart is to implement

section 109 (12 U.S.C. 1835a) of the Riegle-Neal Interstate

Banking and Branching Efficiency Act of 1994 (Interstate

Act).

(b) Scope. (1) This subpart applies to any national bank

that has operated a covered interstate branch for a period
of at least one year, and any foreign bank that has
operated a covered interstate branch that is a Federal
branch for a period of at least one year.
(2) This subpart describes the requirements imposed
under 12 U.S.C. 1835a. which requires the appropriate
Federal banking agencies (the OCC, the Board of Gover-
nors of the Federal Reserve System, and the Federal
Deposit Insurance Corporation) to prescribe uniform
rules that prohibit a bank from using any authority to
engage in interstate branching pursuant to the Interstate
Act, or any amendment made by the Interstate Act to
any other provision of law, primarily for the purpose of
deposit production.

Section 25.62—Definitions.

For purposes of this subpart, the following definitions
apply:
(a) Bank means, unless the context indicates otherwise:
(1) A national bank; and
(2) A foreign bank as that term is defined in 12 U.S.C.
3101(7) and 12 C.FR. 28.11(j).
(b) Covered interstate branch means any branch of a
national bank, and any Federal branch of a foreign bank,
that:
(1) Ts established or acquired outside the bank’s home
state pursuant to the interstate branching authority
granted by the Interstate Act or by any amendment made
by the Interstate Act to any other provision of law; or
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(2) Could not have been established or acquired outside
of the bank’s home state but for the establishment or
acquisition of a branch described in paragraph (b)(1) of
this section.
(¢) Federal branch means Federal branch as that term is
defined in 12 U.S.C. 3101(6) and 12 C.ER. 28.11(i).
(d) Home state means:
(1) With respect to a state bank, the state that chartered
the bank;
(2) With respect to a national bank, the state in which
the main office of the bank is located; and
(3) With respect to a foreign bank. the home state of the
foreign bank as determined in accordance with 12 U.S.C.
3103(c) and 12 C.ER. 28.11(0).
(e) Host state means a state in which a bank establishes or
acquires a covered interstate branch.
(f) Host state loan-to-deposit ratio generally means, with
respect to a particular host state, the ratio of total loans in
the host state relative to total deposits from the host state
for all banks (including institutions covered under the
definition of “bank™ in 12 US.C. 1813(a)(1)) that have
that state as their home state, as determined and updated
periodically by the appropriate Federal banking agencies
and made available to the public.
2) State means state as that term is defined in 12 U.S.C.
1813(a)(3).
(h) Statewide loan-to-deposit ratio means, with respect to a
bank, the ratio of the bank’s loans to its deposits in a state
in which the bank has one or more covered interstate
branches, as determined by the OCC.

Section 25.63—Loan-to-deposit ratio screen.

(a) Application of screen. Beginning no earlier than one

year after a bank establishes or acquires a covered inter-

state branch, the OCC will consider whether the bank’s
statewide loan-to-deposit ratio is less than 50 percent of the
relevant host state loan-to-deposit ratio.

(b) Results of screen. (1) If the OCC determines that the

bank's statewide loan-to-deposit ratio is 50 percent or
more of the host state loan-to-deposit ratio, no further
consideration under this subpart is required.
(2) If the OCC determines that the bank’s statewide
loan-to-deposit ratio is less than 50 percent of the host
state loan-to-deposit ratio, or if reasonably available data
are insufficient to calculate the bank’s statewide loan-to-
deposit ratio, the OCC will make a credit needs determi-
nation for the bank as provided in section 25.64.

Section 25.64—Credit needs determination.

(a) In general. The OCC will review the loan portfolio of
the bank and determine whether the bank is reasonably
helping to meet the credit needs of the communities in the
host state that are served by the bank.

(b) Guidelines. The OCC will use the following consider-
ations as guidelines when making the determination pursu-
ant to paragraph (a) of this section:

(1) Whether covered interstate branches were formerly
part of a failed or failing depository institution;

(2) Whether covered interstate branches were acquired
under circumstances where there was a low loan-to-
deposit ratio because of the nature of the acquired insti-
tution’s business or loan portfolio;

(3) Whether covered interstate branches have a high
concentration of commercial or credit card lending, trust
services, or other specialized activities, including the
extent to which the covered interstate branches accept
deposits in the host state;

(4) The CRA ratings received by the bank, if any;

(5) Economic conditions, including the level of loan
demand, within the communities served by the covered
interstate branches;

(6) The safe and sound operation and condition of the
bank; and

(7) The OCC’s CRA regulations (subparts A through D
of this part) and interpretations of those regulations.

Section 25.65—Sanctions.

(a) In general. It the OCC determines that a bank is not
reasonably helping to meet the credit needs of the commu-
nities served by the bank in the host state, and that the
bank’s statewide loan-to-deposit ratio is less than 50 per-
cent of the host state loan-to-deposit ratio, the OCC:
(1) May order that a bank’s covered interstate branch or
branches be closed unless the bank provides reasonable
assurances to the satisfaction of the OCC, after an oppor-
tunity for public comment, that the bank has an accept-
able plan under which the bank will reasonably help to
meet the credit needs of the communities served by the
bank in the host state; and
(2) Will not permit the bank to open a new branch in the
host state that would be considered to be a covered
interstate branch unless the bank provides reasonable
assurances to the satisfaction of the OCC, after an oppor-
tunity for public comment, that the bank will reasonably
help to meet the credit needs of the community that the
new branch will serve.
(b) Notice prior to closure of a covered interstate branch.
Before exercising the OCC’s authority to order the bank to
close a covered interstate branch, the OCC will issue to the
bank a notice of the OCC’s intent to order the closure and
will schedule a hearing within 60 days of issuing the
notice.
(¢) Hearing. The OCC will conduct a hearing scheduled
under paragraph (b) of this section in accordance with the
provisions of 12 U.S.C. 1818(h) and 12 C.F.R. Part 19.

Part 208—Membership of State Banking
Institutions in the Federal Reserve System
(Regulation H)

1. The authority citation for Part 208 is revised to read as
follows:
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Authority: 12 U.S.C. 24, 248(a), 248(c). 321-338a, 371d,

461, 481-486, 601, 611, 1814, 1820(d)9), 1823(j),
1828(0), 18310, 1831p-1, 1835a, 3105, 3310, 3331-3351,
and 3906-3909; 15 U.S.C. 78b, 781(b), 78I(g), 781(i), 780-

4(c)(5), 78q, 78q-1, and 78w; 31 U.S.C. 5318.

2. A new section 208.28 is added to subpart A to read as

follows:

Section 208.28—Prohibition against use of
interstate branches primarily for deposit production.

(a) Purpose and scope — (1) Purpose. The purpose of this

section is to implement section 109 (12 U.S.C. 1835a) of

the Riegle-Neal Interstate Banking and Branching Effi-

ciency Act of 1994 (Interstate Act).

(2) Scope. (1) This section applies to any State member
bank that has operated a covered interstate branch for
a period of at least one year, and any foreign bank that
has operated a covered interstate branch licensed by a
State for a period of at least one year.
(ii) This section describes the requirements imposed
under 12 U.S.C. 1835a, which requires the appropriate
Federal banking agencies (the Board, the Office of the
Comptroller of the Currency, and the Federal Deposit
Insurance Corporation) to prescribe uniform rules that
prohibit a bank from using any authority to engage in
interstate branching pursuant to the Interstate Act, or
any amendment made by the Interstate Act to any
other provision of law, primarily for the purpose of
deposit production.

(b) Definitions. For purposes of this section, the following
definitions apply:

(1) Bank means, unless the context indicates otherwise:
(1) A State member bank as that term is defined in
12 U.S.C. 1813(d)(2): and
(ii) A foreign bank as that term is defined in 12 U.S.C.
3101(7) and 12 C.ER. 211.21.

(2) Covered interstate branch means any branch of a

State member bank, and any uninsured branch of a

foreign bank licensed by a State, that:

(1) Is established or acquired outside the bank’s home
state pursuant to the interstate branching authority
granted by the Interstate Act or by any amendment
made by the Interstate Act to any other provision of
law; or

(i1) Could not have been established or acquired out-
side of the bank’s home state but for the establishment
or acquisition of a branch described in paragraph
(b)(2)(1) of this section.

(3) Home state means:

(1) With respect to a state bank, the state that chartered
the bank;

(i1) With respect to a national bank, the state in which
the main office of the bank is located; and

(iii) With respect to a foreign bank, the home state of
the foreign bank as determined in accordance with
12 US.C. 3103(c) and 12 C.FR. 211.22.

(4) Host state means a state in which a bank establishes
or acquires a covered interstate branch.

(5) Host state loan-to-deposit ratio generally means,
with respect to a particular host state, the ratio of total
loans in the host state relative to total deposits from
the host state for all banks (including institutions
covered under the definition of “bank™ in 12 US.C.
1813(a)(1)) that have that state as their home state, as
determined and updated periodically by the appropri-
ate Federal banking agencies and made available to
the public.

(6) State means state as that term is defined in 12 U.S.C.
1813(a)(3).

(7) Statewide loan-to-deposit ratio means, with respect
to a bank, the ratio of the bank’s loans to its deposits in a
state in which the bank has one or more covered inter-
state branches, as determined by the Board.

(¢) Loan-to-deposit ratio screen — (1) Application of

screen. Beginning no earlier than one year after a bank

establishes or acquires a covered interstate branch. the

Board will consider whether the bank’s statewide loan-

to-deposit ratio is less than 50 percent of the relevant

host state loan-to-deposit ratio.

(2) Results of screen. (1) If the Board determines that the

bank’s statewide loan-to-deposilt ratio is 50 percent or
more of the host state loan-to-deposit ratio, no further
consideration under this section is required.
(ii) If the Board determines that the bank’s statewide
loan-to-deposit ratio is less than 50 percent of the host
state loan-to-deposit ratio, or if reasonably available
data are insufficient to calculate the bank’s statewide
loan-to-deposit ratio, the Board will make a credit
needs determination for the bank as provided in para-
graph (d) of this section.

(d) Credit needs determination — (1) In general. The

Board will review the loan portfolio of the bank and
determine whether the bank is reasonably helping to
meet the credit needs of the communities in the host
state that are served by the bank.
(2) Guidelines. The Board will use the following consid-
erations as guidelines when making the determination
pursuant to paragraph (d)(1) of this section:
(1) Whether covered interstate branches were formerly
part of a failed or failing depository institution:
(ii) Whether covered interstate branches were ac-
quired under circumstances where there was a low
loan-to-deposit ratio because of the nature of the
acquired institution’s business or loan portfolio:
(iii) Whether covered interstate branches have a high
concentration of commercial or credit card lending,
trust services, or other specialized activities, including
the extent to which the covered interstate branches
accept deposits in the host state;
(iv) The Community Reinvestment Act ratings re-
ceived by the bank, if any, under 12 U.S.C. 2901
et seq.;
(v) Economic conditions, including the level of loan
demand, within the communities served by the cov-
ered interstate branches;
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(vi) The safe and sound operation and condition of the
bank; and

(vii) The Board’s Regulation BB — Community Re-
investment (12 C.F.R. Part 228) and interpretations of
that regulation.

(e) Sanctions — (1) In general. If the Board determines
that a bank is not reasonably helping to meet the credit
needs of the communities served by the bank in the host
state, and that the bank’s statewide loan-to-deposit ratio
is less than 50 percent of the host state loan-to-deposit
ratio, the Board:

(i) May order that a bank's covered interstate branch
or branches be closed unless the bank provides rea-
sonable assurances to the satisfaction of the Board,
after an opportunity for public comment, that the bank
has an acceptable plan under which the bank will
reasonably help to meet the credit needs of the com-
munities served by the bank in the host state; and
(ii) Will not permit the bank to open a new branch in
the host state that would be considered to be a covered
interstate branch unless the bank provides reasonable
assurances to the satisfaction of the Board, after an
opportunity for public comment, that the bank will
reasonably help to meet the credit needs of the com-
munity that the new branch will serve.
(2) Notice prior to closure of a covered interstate
branch. Before exercising the Board’s authority to order
the bank to close a covered interstate branch, the Board
will issue to the bank a notice of the Board’s intent to
order the closure and will schedule a hearing within
60 days of issuing the notice.
(3) Hearing. The Board will conduct a hearing sched-
uled under paragraph (e)(2) of this section in accordance
with the provisions of 12 U.S.C. 1818(h) and 12 C.ER.
Part 263.

Part 211—International Banking Operations
(Regularion K)

1. The authority citation for part 211 is revised to read as
follows:

Authoriry: 12 US.C. 221 et seq., 1818, 1835a, 1841 e seq.,
3101 et seq., and 3901 et seq.

2. In section 211.22, a new paragraph (d) is added to read
as follows:

Section 211.22—Interstate banking operations of
foreign banking organizations.

* * S #* *

(d) Prohibition against interstate deposit production of-
fices. A covered interstate branch of a foreign bank may
not be used as a deposit production office in accordance
with the provisions in section 208.28 of the Board’s Regu-
lation H (12 C.ER. 208.28).

Part 369—Prohibition Against Use of Intersiate
Branches Primarily for Deposit Production

Sec.

369.1 Purpose and scope.

369.2 Definitions.

369.3 Loan-to-deposit ratio screen.
369.4 Credit needs determination.
369.5 Sanctions.

Authority: 12 U.S.C. 1819 (Tenth) and 1835a.

Section 369.1—Purpose and scope.

(a) Purpose. The purpose of this part is to implement

section 109 (12 U.S.C. 1835a) of the Riegle-Neal Interstate

Banking and Branching Efficiency Act of 1994 (Interstate

Act).

(b) Scope — (1) This part applies to any State nonmember

bunk that has operated a covered interstate branch for a
period of at least one year.
(2) This part describes the requirements imposed under
12 U.S.C. 18354, which requires the appropriate Federal
banking agencies (the FDIC. the Office of the Comptrol-
ler of the Currency, and the Board of Governors of the
Federal Reserve System) to prescribe uniform rules that
prohibit a bank from using any authority to engage in
interstate branching pursuant to the Interstate Act, or any
amendment made by the Interstate Act to any other
provision of law, primarily for the purpose of deposit
production.

Section 369.2—Definitions.

For purposes of this part, the following definitions apply:
(a) Bunk means, unless the context indicates otherwise:
(1) A State nonmember bank: and
{2) A foreign bank as that term is detined in 12 U.S.C.
3101(7) and 12 C.ER. 346.1(a).
(b) Covered interstate branch means any branch of a State
nonmember bank, and any insured branch of a foreign
bank licensed by a State, that:
(1) Is established or acquired outside the bank’s home
state pursuant to the interstate branching authority
granted by the Interstate Act or by any amendment made
by the [nterstate Act to any other provision of law; or
(2) Could not have been established or acquired outside
of the bank’s home state but for the establishment or
acquisition of a branch described in paragraph (b)(1) of
this section.
(¢) Home state means:
(1) With respect to a state bank, the state that chartered
the bank;
(2) With respect to a national bank, the state in which
the main oftice ot the bank is located; and
(3) With respect to a foreign bank, the home state of the
foreign bank as determined in accordance with 12 U.S.C.
3103(c) and 12 C.FR. 346.1().
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(d) Host state means a state in which a bank establishes or
acquires a covered interstate branch.

(e) Host state loan-to-deposit ratio generally means, with
respect to a particular host state, the ratio of total loans in
the host state relative to total deposits from the host state
for all banks (including institutions covered under the
definition of “bank™ in 12 US.C. 1813(a)(1)) that have
that state as their home state, as determined and updated
periodically by the appropriate Federal banking agencies
and made available to the public.

(f) State means state as that term is defined in 12 U.S.C.
1813(a)(3).

(g) Statewide loan-to-deposit ratio means. with respect to a
bank, the ratio of the bank’s loans to its deposits in a state
in which the bank has one or more covered interstate
branches, as determined by the FDIC.

Section 369.3—Loan-to-deposit ratio screen.

(a) Application of screen. Beginning no earlier than one
year after a bank establishes or acquires a covered inter-
state branch, the FDIC will consider whether the bank’s
statewide loan-to-deposit ratio is less than 50 percent of the
relevant host state loan-to-deposit ratio.

(b) Results of screen. (1) If the FDIC determines that the

bank’s statewide loan-to-deposit ratio is 50 percent or
more of the host state loan-to-deposit ratio, no further
consideration under this part is required.
(2) If the FDIC determines that the bank’s statewide
loan-to-deposit ratio is less than 50 percent of the host
state loan-to-deposit ratio, or if reasonably available data
are insufficient to calculate the bank’s statewide loan-to-
deposit ratio, the FDIC will make a credit needs determi-
nation for the bank as provided in section 369.4.

Section 369.4—Credit needs determination.

(a) In general. The FDIC will review the loan portfolio of
the bank and determine whether the bank is reasonably
helping to meet the credit needs of the communities in the
host state that are served by the bank.
(b) Guidelines. The FDIC will use the following consider-
ations as guidelines when making the determination pursu-
ant to paragraph (a) of this section:
(1) Whether covered interstate branches were formerly
part of a failed or failing depository institution;
(2) Whether covered interstate branches were acquired
under circumstances where there was a low loan-to-
deposit ratio because of the nature of the acquired insti-
tution’s business or loan portfolio;
(3) Whether covered interstate branches have a high
concentration of commercial or credit card lending, trust
services, or other specialized activities, including the
extent to which the covered interstate branches accept
deposits in the host state;
(4) The Community Reinvestment Act (CRA) ratings
received by the bank, if any, under 12 US.C. 2901
et seq.;

(5) Economic conditions, including the level of loan
demand, within the communities served by the covered
interstate branches;

(6) The safe and sound operation and condition of the
bank; and

(7) The FDIC’s Community Reinvestment regulations
(12 C.ER. Part 345) and interpretations of those regula-
tions.

Section 369.5—Sanctions.

(a) In general. 1f the FDIC determines that a bank is not
reasonably helping to meet the credit needs of the commu-
nities served by the bank in the host state, and that the
bank’s statewide loan-to-deposit ratio is less than 50 per-
cent of the host state loan-to-deposit ratio, the FDIC:
(1) May order that a bank’s covered interstate branch or
branches be closed unless the bank provides reasonable
assurances to the satisfaction of the FDIC, after an
opportunity for public comment, that the bank has an
acceptable plan under which the bank will reasonably
help to meet the credit needs of the communities served
by the bank in the host state; and
(2) Will not permit the bank to open a new branch in the
host state that would be considered to be a covered
interstate branch unless the bank provides reasonable
assurances to the satisfaction of the FDIC, after an
opportunity for public comment, that the bank will rea-
sonably help to meet the credit needs of the community
that the new branch will serve.
(b) Notice prior to closure of a covered interstate
branch. Before exercising the FDIC’s authority to order
the bank to close a covered interstate branch, the FDIC
will issue to the bank a notice of the FDIC’s intent to
order the closure and will schedule a hearing within 60
days of issuing the notice.
(¢) Hearing. The FDIC will conduct a hearing scheduled
under paragraph (b) of this section in accordance with
the provisions of 12 US.C. 1818(h) and 12 C.ER.
Part 308.

FINAL RULE—AMENDMENT TO REGULATION J

The Board of Governors is amending 12 C.F.R. Part 210,
its Regulation J (Collection of Checks and Other Items by
Federal Reserve Banks and Funds Transfers Through Fed-
wire). The Reserve Banks will begin to implement a policy
under which each depository institution may maintain only
a single funds account with the Federal Reserve. A single
account will establish a single debtor-creditor relationship
between each institution and a Federal Reserve Bank and
will make account management more efficient for banks
with interstate branches. The Board is adopting amend-
ments to subpart A of Regulation J to conform the Federal
Reserve check collection rules to the single account struc-
ture.

Effective January 2, 1998, 12 C.ER. Part 210 is amended
as follows:
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Part 210—Collection of Checks and Other Items by
Federal Reserve Banks und Funds Transfers
Through Fedwire (Regulation J)

1. The authority citation for Part 210 continues to read as
follows:

Authoriry: 12 US.C. 248(i). (j), and (o), 342, 360, 464, and
4001-4010.

2. Section 210.2 is amended by redesignating paragraph (a)
and paragraphs (b) through (p) as paragraph (b) and para-
graphs (d) through (r), respectively; adding new para-
graphs (a) and (c); and revising newly redesignated para-
graphs (d), (g) introductory text, and (g}{2) to read as
follows:

Section 210.2—Definitions.
% * * * *

(a) Account means an account with reserve or clearing
balances on the books of a Federal Reserve Bank. A
subaccount is an informational record of a subset of trans-
actions that affect an account and is not a separate account.

% ok ok k%

(c) Administrative Reserve Bank with respect to an entity
means the Reserve Bank in whose District the entity is
located, as determined under the procedure described in
section 204.3(b)(2) of this chapter (Regulation D), even if
the entity is not otherwise subject to that section.

* * * * #*

(d) Bank means any person engaged in the business of
banking. A branch or separate office of a bank is a separate

bank to the extent provided in the Uniform commercial
Code.

* * & ok &
(g) Cash item means—
* * * S *

(2) Any other item payable on demand and collectible at
par that the Reserve Bank that receives the item is
willing to accept as a cash item. Cash item does not
include a returned check.

3. In section 210.3, the last sentence of paragraph (a) is
revised to read as follows:

Section 210.3—General provisions.

(a) General. * * * The circulars may, among other things,
classify cash items and noncash items, require separate
sorts and letters, provide different closing times for the
receipt of different classes or types of items, provide for
instructions by an Administrative Reserve Bank to other
Reserve Banks, set forth terms of services, and establish

procedures for adjustments on a Reserve Bank’s books,
including amounts, waiver of expenses. and payment of
interest by as-of adjustment.

ook ok H ok

4. Section 210.4 is revised to read as follows:

Section 210.4—Sending items to Reserve Banks.

(a) Sending of items. A sender, other than a Reserve Bank,

may send any item to any Reserve Bank, whether or not

the item is payable within the Reserve Bank’s District,
unless the sender’s Administrative Reserve Bank directs
the sender to send the item to a specific Reserve Bank.

(b) Handling of items. (1) The following parties, in the
following order, are deemed to have handled an item that
is sent to a Reserve Bank for collection—

(1) The initial sender;

(i1) The initial sender’s Administrative Reserve Bank;

(iii) The Reserve Bank that receives the item from the

initial sender (if different from the initial sender’s

Administrative Reserve Bank); and

(iv) Another Reserve Bank, if any, that receives the

item from a Reserve Bank.
(2) A Reserve Bank that is not described in paragraph
(b)(1) of this section is not a party that handles an item
and is not a collecting bank with respect to an item.
(3) The identity and order of the parties under paragraph
(b)(1) of this section determine the relationships and the
rights and liabilities of the parties under this subpart,
Part 229 of this chapter (Regulation CC), and the Uni-
form Commercial Code. An initial sender’s Administra-
tive Reserve Bank that is deemed to handle an item is
also deemed to be a sender with respect to that item. The
Reserve Banks that are deemed to handle an item are
deemed to be agents or subagents of the owner of the
item, as provided in section 210.6(a) of this subpart.

(c) Checks received at par. The Reserve Banks shall re-

ceive cash items and other checks at par.

5. In section 210.5, paragraphs (a)(1) and (c) and the first
sentence of paragraph (d) are revised to read as follows:

Section 210.5—Sender’s agreement; recovery by
Reserve Bank.

(a) * % *

(1) Authorizes the sender’'s Administrative Reserve
Bank and any other Reserve Bank or collecting bank to
which the item is sent to handle the item (and authorizes
any Reserve Bank that handles settlement for the item to
make accounting entries), subject to this subpart and to
the Reserve Banks’ operating circulars, and warrants its
authority to give this authorization;

* * * & *

(¢c) Methods of recovery. (1) The Reserve Bank may re-
cover the amount stated in paragraph (b) of this section
by charging any account on its books that is maintained
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or used by the sender (or by charging a Reserve Bank
sender), if—
(i) The Reserve Bank made reasonable written de-
mand on the sender to assume defense of the action or
proceeding; and
(ii) The sender has not made any other arrangement
for payment that is acceptable to the Reserve Bank.
(2) The Reserve Bank is not responsible for defending
the action or proceeding before using this method of
recovery. A Reserve Bank that has been charged under
this paragraph (c) may recover from its sender in the
manner and under the circumstances set forth in this
paragraph (c). A Reserve Bank’s failure to avail itself of
the remedy provided in this paragraph (c) does not
prejudice its enforcement in any other manner of the
indemnity agreement referred to in paragraph (a)(3) of
this section.
(d) Security interest. When a sender sends an item to a
Reserve Bank, the sender and any prior collecting bank
grant to the sender’s Administrative Reserve Bank a secu-
rity interest in all of their respective assets in the posses-
sion of, or held for the account of, any Reserve Bank to
secure their respective obligations due or to become due to
the Administrative Reserve Bank under this subpart or
subpart C of part 229 of this chapter (Regulation CC). * * *

6. In section 210.6, paragraphs (a)(1) and (b) are revised to
read as follows:

Section 210.6—Status, warranties, and liability of
Reserve Bank.

(a)(1) Status and liability. A Reserve Bank that handles an
item shall act as agent or subagent of the owner with
respect to the item. This agency terminates when a
Reserve Bank receives final payment for the item in
actually and finally collected funds, a Reserve Bank
makes the proceeds available for use by the sender, and
the time for commencing all actions against the Reserve
Bank has expired. A Reserve Bank shall not have or
assume any liability with respect to an item or its pro-
ceeds except—

(i) For the Reserve Bank’s own lack of good faith or
failure to exercise ordinary care:

(ii) As provided in paragraph (b) of this section; and
(3ii) As provided in subpart C of Part 229 of this
chapter (Regulation CC).

* * * * *

(b) Warranties and liability. (1) By presenting or sending
an item, a Reserve Bank warrants to a subsequent col-
lecting bank and to the paying bank and any other
payor—

(1) That the Reserve Bank is a person entitled to
enforce the item (or is authorized to obtain payment
of the item on behalf of a person who is either entitled
to enforce the item or authorized to obtain payment on
behalf of a person entitled to enforce the item); and
(11) That the item has not been altered.

(2) The Reserve Bank also makes the warranties set
forth in section 229.34(c) of this chapter, subject to the
terms of Part 229 of this chapter (Regulation CC). The
Reserve Bank shall not have or assume any other liabil-
ity to the paying bank or other payor, except for the
Reserve Bank’s own lack of good faith or failure to
exercise ordinary care.

* & * * *

7. In section 210.7, paragraph (c) introductory text and
paragraph (d) are revised to read as follows:

Section 210.7—Presenting items for payn.ent.

* ok ok kK

(c) Presenting or sending direct. A Reserve Bank or subse-
quent collecting bank may. with respect to an item that
may be sent to the paying bank or nonbank payor in the
Reserve Bank's District—

(d) Item sent to another district. A Reserve Bank receiving
an item that may be sent to a paying bank or nonbank
payor in another District ordinarily sends the item to the
Reserve Bank of the other District, but with the agreement
of the other Reserve Bank, may present or send the item as
if it were sent to a paying bank or nonbank payor in its own
District.

8. Section 210.8 is revised to read as follows:

Section 210.8—Presenting noncash items for
acceptance.

(a) A Reserve Bank or a subsequent collecting bank may, if
instructed by the sender, present a noncash item for accep-
tance in any manner authorized by law if—
(1) The item provides that it must be presented for
acceptance,
(2) The item may be presented elsewhere than at the
residence or place of business of the payor; or
(3) The date of payment of the item depends on present-
ment for acceptance.
(b) Documents accompanying a noncash item shall not be
delivered to the payor upon acceptance of the item unless
the sender specifically authorizes delivery. A Reserve Bank
shall not have or assume any other obligation to present or
to send for presentment for acceptance any noncash item.

9. Section 210.9 is amended by redesignating paragraphs
(a) through (e) as paragraphs (b) through (f); adding a new
paragraph (a); revising newly redesignated paragraphs (b)
and (¢); and in newly redesignated paragraph (f) removing
the references “paragraphs (a), (b), and (c)”’ and adding in
their place “paragraphs (b), (c), and (d)”.
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Section 210.9—Settlement and payment.

(a) Settlement through Administrative Reserve Bank. A
paying bank shall settle for an item under this subpart with
its Administrative Reserve Bank, whether or not the paying
bank received the item from that Reserve Bank. A paying
bank’s settlement with its Administrative Reserve Bank is
deemed to be settlement with the Reserve Bank from
which the paying bank received the item. A paying bank
may settle for an item using any account on a Reserve
Bank’s books by agreement with its Administrative Re-
serve Bank, any other Reserve Bank holding the settlement
account, and the account-holder. The paying bank remains
responsible for settlement if the Reserve Bank holding the
settlement account does not, for any reason, obtain settle-
ment in that account.

(b) Cash items — (1) Settlement obligation. On the day a
paying bank receives® a cash item from a Reserve Bank,
it shall settle for the item such that the proceeds of the
settlement are available to its Administrative Reserve
Bank by the close of Fedwire on that day, or it shall
return the item by the later of the close of its banking day
or the close of Fedwire. If the paying bank fails to settle for
or return a cash item in accordance with this paragraph
(b)(1), it is accountable for the amount of the item as of
the close of its banking day or the close of Fedwire on
the day it receives the item. whichever is earlier.

(2) Time of settlement. (i) On the day a paying bank
receives a cash item from a Reserve Bank, it shall
settle for the item so that the proceeds of the settle-
ment are available to its Administrative Reserve Bank,
or return the item, by the latest of—

(A) The next clock hour that is at least one hour

after the paying bank receives the item;

(B) 9:30 a.m. Eastern Time; or

(C) Such later time as provided in the Reserve

Banks’ operating circulars.
(i) If the paying bank fails to settle for or return a
cash item in accordance with paragraph (b)(2)(i) of
this section, it shall be subject to any applicable
overdraft charges. Settlement under paragraph
(b)(2)(1) of this section satisfies the settlement require-
ments of paragraph (b)(1) of this section.

(3) Paying bank closes voluntarily. (i) If a paying bank
closes voluntarily so that it does not receive a cash
item on a day that is a banking day for a Reserve
Bank, and the Reserve Bank makes the cash item
available to the paying bank on that day, the paying
bank shall either—

(A) On that day, settle for the item so that the
proceeds of the settlement are available to its Ad-
ministrative Reserve Bank, or return the item, by
the latest of the next clock hour that is at least one

2. A paying bank is deemed to receive a cash item on its next
banking day if it receives the item—

(1) On a day other than a banking day for it; or

(2) On a banking day for it, but after a “"cut-oft hour™ established by
it in accordance with state law.

hour after it ordinarily would have received the
item, 9:30 a.m. Eastern Time, or such later time as
provided in the Reserve Banks’ operating circulars:
or
(B) On the next day that is a banking day for both
the paying bank and the Reserve Bank, settle for
the item so that the proceeds of the settlement are
available to its Administrative Reserve Bank by
9:30 a.m. Eastern Time on that day or such later
time as provided in the Reserve Banks' operating
circulars and compensate the Reserve Bank for the
value of the float associated with the item in accor-
dance with procedures provided in the Reserve
Bank’s operating circular.
(i1) If a paying bank closes voluntarily so that it does
not receive a cash item on a day that is a banking day
for a Reserve Bank, and the Reserve Bank makes the
cash item available to the paying bank on that day, the
paying bank is not considered to have received the
item until its next banking day, but it shall be subject
to any applicable overdraft charges if it fails to settle
for or return the item in accordance with paragraph
(b)(3)(i) of this section. The settlement requirements
of paragraphs (b)(1) and (b)(2) of this section do not
apply to a paying bank that settles in accordance with
paragraph (b)(3)(i) of this section.

(4) Reserve Bank closed. (1) If a paying bank receives a
cash item from a Reserve Bank on a banking day that
1s not a banking day for the Reserve Bank, the paying
bank shall—

(A) Settle for the item so that the proceeds of the
settlement are available to its Administrative Re-
serve Bank by the close of Fedwire on the Reserve
Bank’s next banking day, or return the item by
midnight of the day it receives the item (if the
paying bank fails to settle for or return a cash item
in accordance with this paragraph (b){4)(i)(A), it
shall become accountable for the amount of the
item as of the close of its banking day on the day it
receives the item); and
(B) Settle for the item so that the proceeds of the
settlement are available to its Administrative Re-
serve Bank by 9:30 a.m. Eastern Time on the
Reserve Bank’s next banking day or such later time
as provided in the Reserve Bank’s operating circu-
lar, or return the item by midnight of the day it
receives the item. If the paying bank fails to settle
for or return a cash item in accordance with this
paragraph (b)(4)(1)(B), it shall be subject to any
applicable overdraft charges. Settlement under this
paragraph (b)(4)(i}(B) satisfies the settlement re-
quirements of paragraph (b)(4)(i)(A) of this sec-
tion.
(i1) The settlement requirements of paragraphs (b)(1)
and (b)(2) of this section do not apply to a paying
bank that settles in accordance with paragraph
(b)(4)() of this section.

(5) Manner of settlement. Settlement with a Reserve

Bank under paragraphs (b)(1) through (4) of this section
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shall be made by debit to an account on the Reserve
Bank’s books, cash, or other form of settlement to which
the Reserve Bank agrees, except that the Reserve Bank
may, in its discretion, obtain settlement by charging the
paying bank’s account. A paying bank may not set off
against the amount of a settlement under this section the
amount of a claim with respect to another cash item,
cash letter, or other claim under section 229.34(c) of this
chapter (Regulation CC) or other law.
(6) Notice in lieu of return. If a cash item is unavailable
for return, the paying bank may send a notice in lieu of
return as provided in section 229.30(f) of this chapter
(Regulation CC).
(c) Noncash items. A Reserve Bank may require the paying
or collecting bank to which it has presented or sent a
noncash item to pay for the item in cash, but the Reserve
Bank may permit payment by a debit to an account main-
tained or used by the paying or collecting bank on a
Reserve Bank’'s books or by any of the following that is in
a form acceptable to the collecting Reserve Bank: bank
draft, transfer of funds or bank credit, or any other form of
payment authorized by State law.

ES * ES * *

10. Section 210.10 is revised 1o read as follows:

Section 210.10—Time schedule and availability of
credits for cash items and returned checks.

(a) Each Reserve Bank shall include in its operating circu-
lars a time schedule for each of its offices indicating when
the amount of any cash item or returned check received by
it 1s counted as reserves tor purposes of Part 204 of this
chapter (Regulation D) and becomes available for use by
the sender or paying or returning bank. The Reserve Bank
that holds the settlement account shall give either immedi-
ate or deferred credit to a sender, a paying bank, or a
returning bank (other than a foreign correspondent) in
accordance with the time schedule of the receiving Reserve
Bank. A Reserve Bank ordinarily gives credit to a foreign
correspondent only when the Reserve Bank receives pay-
ment of the item in actually and finally collected funds,
but, in its discretion, a Reserve Bank may give immediate
or deferred credit in accordance with its time schedule.

(b) Notwithstanding its time schedule, a Reserve Bunk may
refuse at any time to permit the use of credit given by it for
any cash item or returned check. and may deter availability
after credit is received by the Reserve Bank for a period of
time that is reasonable under the circumstances.

11. In section 210.11, the last sentence of paragraph (b) is
revised to read as follows:

Section 210.11—Auvailability of proceeds of
noncash items; time schedule.

ok % Kk Ok

(b) * * ¥ A Reserve Bank may, however, refuse at any time
to permit the use of credit given by it for a noncash item for

which the Reserve Bank has not yet received payment in
actually and finally collected funds.

12. Section 210.12 is amended by revising paragraphs (a),
(b). and (c)(1). the first sentence of paragraph (d). para-
graphs (f) and (h). and the first sentence of paragraph (1),
and by removing the last sentence of paragraph (g) to read
as follows:

Section 210.12—Return of cash items and handling
of returned checks.

() Return of items — (1) Return of cash items handled by

Reserve Banks. A paying bank that receives a cash item
from a Reserve Bank, other than for immediate payment
over the counter, and that settles for the item as provided
in section 210.9(b) of this subpart, may, before it has
finally paid the item, return the item to any Reserve
Bank (unless its Administrative Reserve Bank directs it
to return the item to a specific Reserve Bank) in accor-
dance with subpart C of Part 229 of this chapter (Regu-
lation CC), the Uniform Commercial Code, and the
Reserve Banks™ operating circulars. A paying bank that
receives a cash item from a Reserve Bank also may
return the itemn prior to settlement, in accordance with
section 210.9(b) of this subpart and the Reserve Banks’
operating circulars. The rules or practices of a clearing-
house through which the item was presented. or a special
collection agreement under which the item was pre-
sented, may not extend these return times. but may
provide for a shorter return time.
(2) Return of checks not handled by Reserve Banks. A
paying bank that receives a check as defined in sec-
tion 229.2(k) of this chapter {Regulation CC), other than
from a Reserve Bank, and that determines not to pay the
check, may send the returned check to any Reserve
Bank (unless its Administrative Reserve Bank directs it
to send the returned check to a specific Reserve Bank) in
accordance with subpart C of Part 229 of this chapter
(Regulation CC). the Uniform Commercial Code, and
the Reserve Banks™ operating circulars. A returning bank
may send a returned check to any Reserve Bank (unless
its Administrative Reserve Bank directs it to send the
returned check to a specific Reserve Bank) in accor-
dance with subpart C of Part 229 ot this chapter (Regu-
lation CC), the Uniform Commercial Code, and the
Reserve Banks' operating circulars.

(b)Y Handling of returned checks. (1) The following parties,
in the following order, are deemed to have handled a
returned check sent to a Reserve Bunk under paragraph
(a) of this section—

(1) The paying or returning bank;

(ii) The paying bank’s or returning bank’s Adminis-
trative Reserve Bank;

(iii) The Reserve Bank that receives the returned
check from the paying or returning bank (if different
from the paying bank’s or returning bank’s Adminis-
trative Reserve Bank); and
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(iv) Another Reserve Bank, if any, that receives the
returned check from a Reserve Bank.
(2) A Reserve Bank that is not described in paragraph
(b)(1) of this section is not a party that handles a
returned check and is not a returning bank with respect
to a returned check.
(3) The identity and order of the parties under paragraph
(b)(1) of this section determine the relationships and the
rights and liabilities of the parties under this subpart,
Part 229 of this chapter (Regulation CC), and the Uni-
form Commercial Code.

(c) Paving bank’s and returning bank’s agreement, * * *
(1) Authorizes the paying or returning bank’s Adminis-
trative Reserve Bank, and any other Reserve Bank or
returning bank to which the returned check is sent, to
handle the returned check (and authorizes any Reserve
Bank that handles settlement for the returned check to
make accounting entries) subject to this subpart and to
the Reserve Banks’ operating circulars:

* & ES * *

(d) Warranties by Reserve Bank. By handling a returned
check under this subpart, a Reserve Bank makes the return-
ing bank warranties as set forth in section 229.34 of this
chapter, subject to the terms of Part 229 of this chapter
(Regulation CC). * * *

* & * * .

(f) Methods of recovery. (1) The Reserve Bank may re-
cover the amount stated in paragraph (d) of this section
by charging any account on its books that is maintained
or used by the paying or returning bank (or by charging
another returning Reserve Bank), if—

(i) The Reserve Bank made seasonable written de-

mand on the paying or returning bank to assume

defense of the action or proceeding; and

(ii) The paying or returning bank has not made any

other arrangement for payment that is acceptable to

the Reserve Bank.
(2) The Reserve Bank is not responsible for defending
the action or proceeding before using this method of
recovery. A Reserve Bank that has been charged under
paragraph (f) may recover from the paying or returning
bank in the manner and under the circumstances set
forth in paragraph (f). A Reserve Bank's failure to avail
itself of the remedy provided in paragraph (f) does not
prejudice its enforcement in any other manner of the
indemnity agreement referred to in paragraph (c)(3) of
this section.

{h) Sertlement. A subsequent returning bank or depositary
bank shall settle with its Administrative Reserve Bank for
returned checks in the same manner and by the same time
as for cash items presented for payment under this subpart.
Settlement with its Administrative Reserve Bank is deemed
to be settlement with the Reserve Bank from which the
returning bank or depositary bank received the item.

(i) Securiry interest. When a paying or returning bank

sends a returned check to a Reserve Bank, the paying bank,
returning bank, and any prior returning bank grant to the
paying bank’s or returning bank’s Administrative Reserve
Bank a security interest in all of their respective assets in
the possession of, or held for the account of, any Reserve
Bank, to secure their respective obligations due or to
become due to the Administrative Reserve Bank under this
subpart or subpart C of Part 229 of this chapter (Regula-
tion CC). * * *

ORDERS ISSUED UNDER BANK HOLDING COMPANY ACT

Orders Issued Under Section 3 of the Bank Holding
Company Act

ANB Holding Company, Ltd.,
ANB Corporation
Terrell, Texas

Order Approving Acquisition of Shares of a Bank
Holding Company

ANB Hoiding Company, Ltd. and ANB Corporation, both
in Terrell, Texas (collectively, “Applicant”), bank holding
companies within the meaning of the Bank Holding Com-
pany Act (“BHC Act”), have requesied the Board’s ap-
proval under section 3 of the BHC Act (12 U.S.C. 1842) to
acquire up to approximately 41 percent of the voting shares
of Lakeside Bancshares. Inc. (*Bancshares”), and thereby
acquire its subsidiary bank, Lakeside National Bank, both
in Rockwall, Texas (**Bank’’).!

Notice of this proposal, affording interested persons an
opportunity to submit comments, has been published
(62 Federal Register 42,130 (1997)). The time for filing
comments has expired, and the Board has considered the
proposal and all comments received in light of the factors
set forth in section 3 of the BHC Act.

Applicant is the 44th largest depository institution in
Texas, controlling approximately $413 million in deposits,
representing less than 1 percent of total deposits in deposi-
tory institutions in the state.? Bancshares, is the 638th
largest depository institution in Texas, controlling approxi-
mately $23.4 million in deposits, representing less than
1 percent of total deposits in depository institutions in the
state. On consummation of this proposal, Applicant would
become the 41st largest depository institution in Texas,
controlling deposits of $436.4 million. representing less
than 1 percent of the total deposits in depository institu-
tions in the state.

1. Bancshares owns 94.5 percent of the voting shares of Bank.
Applicant also proposes to acquire less than | percent of the voting
shares of Bank.

2. Asset and deposit data are as of June 30, 1996. In this context,
depository institutions include commercial banks, savings banks, and
savings associations.
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Competitive Considerations

The BHC Act provides that the Board may not approve a
proposal submitted under section 3 of the Act if the pro-
posal would result in a monopoly or if the effect of the
proposal may be to lessen competition substantially in any
relevant market unless the Board finds that the anticompeti-
tive effects of the proposed transaction are clearly out-
weighed in the public interest by the probable effect of the
transaction in meeting the convenience and needs of the
community to be served. In evaluating the competitive
effects of this proposal, the Board has carefully considered
Bank’s contentions that consummation of this proposal
would result in significantly adverse effects on the concen-
tration of resources and competition for banking services.
Bank contends that the appropriate product market for
analyzing the competitive effects of this transaction is
small business lending and that the appropriate geographic
market for analyzing these effects is Rockwall County,
Texas.?

The Board and the courts consistently have recognized
that the appropriate product market for evaluating the
competitive effects of bank mergers and acquisitions is the
cluster of products (various kinds of credit) and services
(such as checking accounts and trust administration) of-
fered by banking institutions.* Bank presents no facts to
support an alternative product market of small business
loans in this case, and the institutions to be combined are
both commercial banks that offer a wide range of banking
products and services. Based on all the facts of record. the
Board concludes that the appropriate product market in this
case is the cluster of banking products and services.

The Board and the courts have found that the relevant
geographic market for analyzing the competitive effect of a
proposal must reflect commercial and banking realities and
should consist of the local area where the banks involved
offer their services and where local customers can practica-
bly turn for alternatives.® In making a determination on the
geographic market in this case, the Board has considered
worker commuting patterns (as indicated by census data)

3. Bank states that Applicant’s substantial ownership interest in a
competitor could weaken or eliminate the independent actions of a
direct competitor. For purposes of the BHC Act, a company controls
another company if that company owns more than 25 percent of
the outstanding voting shares of another company. 12 US.C.
§ 1841(a)(2(A). In this light, the Boards analysis of the competitive
effects of the proposal assumes that Bank would not compete indepen-
dently with Applicant.

4. See United States v. Philadelphia National Bank, 374 U.S. 321,
357 (1963). Accord United States v. Connecticut National Bank, 418
U.S. 656 (1974); United States v. Phillipsburg National Bank, 399 U.S.
350 (1969) (“US . Phillipsburg”). See also Chemical Banking
Corporation, 82 Federal Reserve Bulletin 239 (1997).

5. See St. Joseph Valley Bank, 68 Federal Reserve Bulletin 673
(1982). The key question to be considered in making this selection “'is
not where the parties to the merger do business or even where they
compete, but where, within the area of competitive overlap. the effect
of the merger on competition will be direct and immediate.” United
States v. Philadelphia Nat’l Bank, 374 U.S. 321, 374 (1963); United
States v. Phillipsburg Nat’l Bank, 399 U.S. 350 (1969).

and other indicia of economic integration and transmission
of competitive forces among depository institutions.

Census Bureau data for 1990 indicate that 56.3 percent
of Rockwall County’s residents commute to jobs in the
adjacent Dallas County. Rockwall County is connected to
Dallas County by two highways,® and the community of
Rockwall, where almost all of the county’s banking offices
are located, is approximately five miles from the Dallas
County line.

Rockwall and Dallas Counties also have a significant
amount of common advertising media, including newspa-
pers, radio, and television. Of the approximately 11,000
households in Rockwall County, for example, 5,023 re-
ceive the Dallas Morning News daily, and 8,304 receive
the newspaper on Sundays. This newspaper prints a survey
of Dallas area lenders’ mortgage rates every Friday and
features regular advertisements by Dallas area banks and
nonbanks for both loan and deposit products.”

These demographic data are corroborated by the inclu-
sion of Rockwall County in the definition of the Dallas
Metropolitan Statistical Area (“MSA”). MSAs are defined
by the Office of Management and Budget based on an
area’s population and include surrounding counties with
strong economic and social ties to the central county.
Rockwall County also is included within the Dallas-Ft.
Worth Ranally Metropolitan Area (“RMA”). An RMA is a
privately defined geographic area that is compact, with
relatively high population density that is linked by com-
muting, retail and wholesale trade patterns. The Board
previously has used RMA designations as guides in defin-
ing relevant geographic banking markets.®

Based on all the facts of record. and for the reasons
discussed above, the Board concludes that the relevant

6. Bank maintains that Rockwall County is physically separated
from Dallas County by a lake and that two roads do not provide
sufficient access to Dallas County. Rockwall County and the Dallas
area are connected by U.S. Interstate Highway 30 (“Interstate 30”),
which runs south from Rockwall County to downtown Dallas, and
State Highway 66, which runs west from Rockwall County to the
north Dallas area. Interstate 30 has been and continues to be widened
to six lanes, and in some areas to eight Janes. Traffic count data show
extensive driving activity between the two counties.

7. Bank contends that the business focus of Applicant’s Rockwall
County branches and Bank is local and that these banking offices only
advertise their services in local newspapers. Bank also notes that its
designated service area under the Community Reinvestment Act
(12 U.S.C. 2901 er seq.) (“CRA”) is limited to Rockwall County. As
discussed previously, the key question when identifying the relevant
geographic market for analyzing the competitive effects of a transac-
tion is where will the effect of the merger on competition be direct and
immediate within the area of competitive overlap rather than where
will the institutions actually do business. Economic and demographic
factors in this case, including the availability of media sources for
information on competing banking products and the widespread com-
muting and travel in the area. show that customers of Rockwail
County banks have access to competitors of and reasonable substitutes
for these banks in an area much larger than Rockwall County. The
Board also has noted that a bank’s delineated community under the
CRA does not necessarily represent the appropriate geographic mar-
ket for analyzing the competitive effects of a proposal. See Flathead
Holding Company, 82 Federal Reserve Bulletin 741, n.11 (1996).

8. See St. Joseph Valley Bank, 68 Federal Reserve Bulletin at 647.
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banking market for assessing the competitive effects of this
proposal is the Dallas, Texas, banking market (“Dallas
banking market”) which is an area approximately equiva-
lent to the Dallas-Ft. Worth RMA and includes Rockwall
County.®

Applicant is the 19th largest depository institution in the
Dallas banking market, controlling deposits of approxi-
mately $277 million, representing less than | percent of the
total deposits in depository institutions in the market
(“‘market deposits’).'Y Bank is the 79th largest depository
institution in the market. controlling deposits of approxi-
mately $23.4 million, representing less than 1 percent of
market deposits. On consummation of this proposal. Appli-
cant would become the 18th Jargest depository institution
in the Dallas banking market. controlling deposits of ap-
proximately $300.4 million, representing less than 1 per-
cent of market deposits. The market, as measured by the
Herfindahl-Hirschman Index (“HHI”), would remain
moderately concentrated after consummation of this trans-
action, and the HHI would remain unchanged at 1444
points.!" Approximately 100 depository institutions would
remain as competitors in the Dallas banking market. The
Department of Justice has reviewed the proposal and ad-
vised the Board that consummation of the proposal would
not likely have any significantly adverse competitive ef-
fects in the Dallas banking market or any other relevant
banking market.!?

In light of all the facts of record, and after carefully
considering the comments of Bank, the Board concludes
that consummation of the proposal would not result in any
significantly adverse effects on competition or the concen-
tration of banking resources in the Dallas banking market,
or any other relevant banking market.

9. The Dallas banking market is approximated by Dallas County.
the southeastern quadrant of Denton County (including Denton and
Lewisville), the southwest quadrant of Collin County (including
McKinney and Plano), Rockwall County, the communities of Forney
and Terrell in Kaufman County, Midiothian, Waxahachie and Ferris in
Ellis County, and Grapevine and Arlington in Tarrant County.

10. Market share data are as of June 30, 1996. These data are based
on calculations in which the deposits of thrift institutions are included
at 50 percent. The Board has previously indicated that thrift institu-
tions have become, or have the potential to become, significant
competitors of commercial banks. See Midwesr Financial Group, 75
Federal Reserve Bulletin 386 (1989):. National City Corporation, 70
Federal Reserve Bulletin 743 (1984).

L1. Under the revised Merger Guidelines. 49 Federal Register
26,823 (June 29, 1984), a market in which the post-merger HHI is
between 1000 and 1800 is considered to be moderately concentrated,
and a market above 1800 is considered to be highly concentrated. The
Department of Justice has informed the Board that a bank merger or
acquisition generally will not be challenged (in the absence of other
factors indicating anticompetitive effects) unless the post-metger HHI
is at least 1800 and the merger increases the HHI by more than 200
points. The Department of Justice has stated that the higher than
normal HHI thresholds for screening bank mergers for anticompeti-
tive effects implicitly recognize the competitive effect of limited-
purpose lenders and other non-depository financial entities.

12. The Office of the Comptroller of the Currency (“OCC™) and the
Federal Deposit Insurance Corporation also have not objected to the
proposal.

Other Factors

The Board has carefully reviewed the financial and mana-
gerial resources and future prospects of Applicant and
Bancshares, and their subsidiary banks, in light of all the
facts of record. The Board notes that Applicant, Banc-
shares and Bank are in satisfactory financial condition and
would remain so after consummation of the proposal. In
addition, reports of examination assessing the managerial
resources of Applicant indicate this factor is consistent
with approval.

Based on all the facts of record. the Board concludes that
considerations related to the financial and managerial re-
sources and future prospects of Applicant. Bancshares, and
their subsidiary banks, are consistent with approval, as are
other supervisory factors the Board must cousider.'* Con-
siderations relating to the convenience and needs of the
communities to be served also are consistent with approval
of this application.'?

Conclusion

Based on all the facts of record, the Board has determined
that this application should be, and hereby 1is, approved.'s

13. Bank questions whether Applicant should be permitted to ac-
quire a minority interest in Bancshares without committing to be a
passive investor. The BHC Act contemplates that a bank holding
company may seek to acquire less than a majority interest in another
bank holding company or bank, and does not require that these
less-than-majority investments be passive. To the contrary, the BHC
Act defines a bank holding company as controlling any company in
which the bank hoiding company owns a greater than 25 percent
voting interest. As noted above. the Board has analyzed this proposal
in tight of the BHC Act’s definition that the acquisition would cause
Applicant to control Bancshares and Bank.

14, The Board notes that the most recent performance evaluation of
Applicant’s subsidiary bank, American National Bank of Texas, Ter-
rell, Texas ("ANBT”), under the CRA by its primary federal supervi-
sor, the OCC, was “outstanding.” Examiners found that the bank
offered a number of products to assist in meeting the credit needs of its
communities and stated that ANBT has an excellent record of lending
to small businesses.

15. Bank has requested a hearing on the proposal. Section 3(b) of
the BHC Act does not require the Board to hold a public hearing on an
application unless the appropriate supervisory authority for the bank
to be acquired makes a timely written recommendation of denial of
the application. In this case. the Board has not received such a
recommendation from the OCC, Bank’s primary federal supervisor.

Under its rules. the Board may also, in its discretion, hold a public
hearing or meeting on an application to clarify factual issues related to
the application and to provide an opportunity for testimony. if appro-
priate. 12 C.FR. 225.16(e). The Board has carefully considered
Bank’s request for a hearing in light of all the facts of record. In the
Board’s view, Bank has had ample opportunity to submit its views,
and has submitted written comments that have been carefully consid-
ered by the Board in acting on this application. Bank's request fails to
demonstrate why its written presentations do not adequately present
its evidence, allegations and views. After a careful review of all the
facts of record, moreover, the Board has concluded that Bank disputes
the weight that should be accorded to, and the conclusions that the
Board should draw from, the facts of record. but does not identify
disputed issues of fact that are material to the Board's decision. For
these reasons. and based on all the facts of record, the Board has
determined that a public hearing or meeting is not required or war-
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The Board’s approval is specifically conditioned on com-
pliance by Applicant with all the commitments made in
connection with this application. For the purpose of this
action, the commitments and conditions relied on by the
Board in reaching its decision are deemed to be conditions
imposed in writing by the Board in connection with its
findings and decision and, as such, may be enforced in
proceedings under applicable law.

The proposed acquisition of Bancshares shall not be
consummated before the fifteenth calendar day following
the effective date of this order, and 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 Atlanta, acting pursuant to dele-
gated authority.

By order of the Board of Governors, effective Septem-
ber 29, 1997.

Voting for this action: Chairman Greenspan, Vice Chair Rivlin, and
Governors Kelley, Phillips, and Meyer.

WILLIAM W. WILES
Secretary of the Board

The Chase Manhattan Corporation
Chase Holding Delaware Inc.
New York, New York

Order Approving the Acquisition of a Bank

The Chase Manhattan Corporation (*“Chase”) and Chase
Holding Delaware Inc., both of New York, New York,
bank holding companies within the meaning of the Bank
Holding Company Act (“BHC Act”), have requested the
Board’s approval under section 3 of the BHC Act
(12 U.S.C. § 1842) to acquire all the voting shares of Chase
Manhattan Bank and Trust Company, National Associa-
tion, Los Angeles, California (““Chase Trust”), a de novo
bank.

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(62 Federal Register 40,087 and 41,387 (1997)). The time
for filing comments has expired, and the Board has consid-
ered the application and all comments received in light of
the factors set forth in section 3 of the BHC Act.

Chase, with total consolidated assets of approximately
$340.3 billion, is the Jargest commercial banking organiza-
tion in the United States and controls 5.1 percent of the
total banking assets of insured commercial banks in the
nation.! Chase’s subsidiary banks operate in New York,
New Jersey, Connecticut, Delaware, Florida, and Califor-
nia. Chase also engages in a number of permissible non-
banking activities nationwide.

ranted to clarify the factual record in the application, or otherwise
warranted in this case. Accordingly. the request for a hearing on the
proposal is hereby denied.

l. Asset data are as of March 31, 1997,

Chase proposes to establish Chase Trust as part of a
multi-step reorganization of existing businesses that Chase
currently conducts through two California-based nonbank
trust companies, and a branch in Los Angeles, California.
of Chase Manhattan Private Bank, National Association,
Tampa, Florida (“Chase-Florida”}.2 Chase previously
committed to the OCC and the California Superintendent
of Banks that the business of the Los Angeles branch of
Chase-Florida would be conducted by a subsidiary of
Chase headquartered in California by January 1, 1998, and
consummation of the proposal would fulfill these commit-
ments.?

Interstate Analysis

Section 3(d) of the BHC Act, as amended by section 101 of
the Riegle-Neal Interstate Banking and Branching Effi-
ciency Act of 1994, allows the Board to approve an appli-
cation by a bank holding company to acquire control of a
bank located in a state other than the home state of such
bank holding company. if certain conditions are met.* For
purposes of the BHC Act, Chase’s home state is
New York, and Chase would acquire a bank in California
on consummation of the proposal. The conditions for an
interstate acquisition under section 3(d) are met in this
case,’ and the Board is permitted to approve the proposal
under section 3(d) of the BHC Act.

2. The Chase Manhattan Trust Company of California, N.A. (*Na-
tional Trust”) and Chase Trust Company of California (*‘State
Trust”). both uninsured nonbank trust companies in San Francisco,
California, would consolidate with and into a newly established
nationally chartered trust association under the name of Chase Trust.
Chase Trust would obtain full commercial banking powers from the
Office of the Comptroller of the Currency (“OCC™) and deposit
insurance from the Federal Deposit Insurance Corporation (“FDIC"),
thereby becoming a *“bank” for purposes of the BHC Act. Chase
Trust would then acquire the Los Angeles branch of Chase-Florida as
the last step of the reorganization. The OCC has approved Chase’s
applications to charter the new trust association, consolidate National
Trust and State Trust into the new trust association, and obtain full
commercial banking powers for the new trust association. Chase Trust
also has filed an application with the FDIC to obtain deposit insur-
ance.

3. Chase made the commitments in connection with the merger of
Chemical Bank FSB, Palm Beach. Florida, with and into Chase-
Florida in November 1996. The Los Angeles branch was a branch of
Chemical Bank FSB prior to the merger.

4. Pub. L. No. 103-328, 108 Stat. 2338 (1994). A bank holding
company’s home state is the state in which the operations of the bank
holding company’s banking subsidiartes were principally conducted
on July 1, 1966, or the date on which the company became a bank
holding company, whichever is later.

5. See 12 US.C. §§ 1842(d)(1)XA) and (B) and 1842(d)(2)}(A)
and (B). Chase is adequately capitalized and adequately managed. On
consummation of the proposal, Chase and its affiliates would control
less than 10 percent of the total amount of deposits of insured
depository institutions in the United States and less than 30 percent of
the total amount of deposits of insured depository institutions in
California. In addition, all other requirements of section 3(d) of the
BHC Act would be met on consummation of the proposal.
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Competitive Considerations

The BHC Act prohibits the Board from approving an
application under section 3 of the BHC Act if the proposal
would result in a monopoly, or would substantially lessen
competition in any relevant banking market, unless the
Board finds that the anticompetitive effects of the proposal
are clearly outweighed in the public interest by the proba-
ble effect of the proposal in meeting the convenience and
needs of the community to be served. The proposal repre-
sents a reorganization of Chase’s existing banking and
related businesses in California. Based on all the facts of
record, the Board concludes that consummation of the
proposal would not have any significantly adverse effects
on competition or on concentration of banking resources in
any relevant banking market.

Other Factors Under the BHC Act

The BHC Act also requires the Board, in acting on an
application, to consider the financial and managerial re-
sources of the companies and banks involved, the conve-
nience and needs of the communities to be served, and
certain other supervisory factors.

A. Financial, Managerial and other Supervisory
Factors

The Board has carefully considered the financial and man-
agerial resources and future prospects of Chase and Chase
Trust and other supervisory factors in light of all the facts
of record. These facts include supervisory reports of exam-
ination assessing the financial and managerial resources of
the organizations and confidential financial information
submitted by Chase. Based on these and all the facts of
record, the Board concludes that financial and managerial
considerations, and all other supervisory factors that must
be considered under section 3 of the BHC Act, are consis-
tent with approval.

B. Convenience and Needs Considerations

The Board also has carefully considered the effect of the
proposed transaction on the convenience and needs of the
communities to be served in light of all the facts of record.
Chase states that Chase Trust will provide certain commer-
cial banking services that currently are not offered by
National Trust and State Trust, and that Chase Trust will
hire an officer to manage the programs and policies relating
to the bank’s performance under the Community Reinvest-
ment Act (12 U.S.C. § 2901 ef seq.) (“CRA”). The Board
notes, moreover, that the proposal represents an internal
reorganization of existing businesses that would allow
Chase to comply with commitments to federal and state
banking supervisors, and that consummation of the pro-
posal would not result in an expansion of Chase’s deposit-
taking facilities in California.

CRA Performance Record of Chase. The Board has long
held that consideration of the convenience and needs factor

includes a review of the records of the relevant depository
institutions under the CRA. As provided in the CRA, the
Board has evaluated this factor in light of examinations by
the primary federal supervisors of the CRA performance
records of the relevant institutions. An institution’s most
recent CRA performance evaluation is a particularly impor-
tant consideration in the application process because it
represents a detailed on-site evaluation of the institution’s
overall record of performance under the CRA by its pri-
mary federal supervisor.®

Chase’s lead bank, The Chase Manhattan Bank, New
York, New York (“Chase Bank’), was formed by the
merger of the lead banks of Chemical Banking Corporation
(“*0ld Chemical’") and The Chase Manhattan Corporation
(“0Old Chase™), both of New York, New York, as part of
the merger of Old Chemical and Old Chase approved by
the Board in January 1996.7 Chase Bank has not been
publicly evaluated for CRA performance since the merger.

Before the merger, Old Chemical's Jead bank received
an “outstanding” rating from the Federal Reserve Bank of
New York (“Reserve Bank’) at its most recent examina-
tion for CRA performance, as of March [3, 1995. Old
Chase’s lead bank and Chase-Florida also received “‘out-
standing” ratings from the OCC, their primary federal
supervisor, at their most recent examinations for CRA
performance, as of October 27, 1995.8 All of Chase’s other
subsidiary banks have been examined for CRA perfor-
mance after the merger of Old Chemical and Old Chase,
and have received an “outstanding” or “satisfactory” rat-
ing from their primary federal supervisors at their most
recent examinations.®

The Board previously reviewed Chase’s record of CRA
performance in connection with approving the merger of
Old Chemical and Old Chase, and more recently in connec-
tion with approving Chase Bank's merger with Chemical

6. The Statement of the Federal Financial Supervisory Agencies
Regarding the Community Reinvestment Act provides that a CRA
examination is an important and often controlling factor in the consid-
eration of an institution’s CRA record and that reports of these
examinations will be given great weight in the applications process.
See 54 Federal Register 13,742 and 13,745 (1989).

7. See Chemical Banking Corporation, 82 Federal Reserve Bulletin
239 (1996) (*Chemical/Chase Order™).

8. Chemical Bank FSB also received a “satisfactory” rating from
the Office of Thrift Supervision at its most recent CRA performance
examination, as of March 6, 1995, prior to its merger into Chase-
Florida.

9. The following subsidiary banks of Chase have received the
indicated ratings from the OCC. their primary federal supervisor,
since the merger of Old Chemical and Old Chase: Texas Commerce
Bank, Houston, Texas, rated ““outstanding™ as of September 9, 1996;
Texas Commerce Bank-San Angelo, San Angelo, Texas, rated ““satis-
factory™ as of August 8, 1996; Chase Manhattan Bank USA, N.A,,
Wilmington, Delaware (*‘Chase USA-Delaware”), rated “satisfacto-
ry” as of October 8, 1996; and Chase Manhattan Bank USA, N.A.,
Jericho, New York (“Chase USA-New York"), rated *“‘satisfactory”
as of September 5, 1996. Following these examinations, Chase USA-
New York merged with and into Chase USA-Delaware in December
1996.
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Bank, New Jersey, N.A., Morristown, New Jersey.!0 In the
Chemical/Chase Order, the Board considered a number of
aspects of the CRA performance of both institutions, in-
cluding their lending, marketing, and outreach activities,
the services provided through branches, branch closing
policies, and initiatives to increase lending in low- to
moderate-income (“LMI”) areas.!! Furthermore, in the
Chase Bank/CBNJ Order, the Board carefully reviewed
Chase Bank'’s record of closing branches after the merger
of Old Chemical and Old Chase, the policies and proce-
dures of Chase Bank and its predecessor institutions for
assuring compliance with the fair lending laws, and the
community development activities of Chase Bank and its
predecessors. For the reasons set forth in detail in the
Chemical/Chase Order and the Chase Bank/CBNJ order,
and incorporated herein by reference, the Board concluded
that the CRA performance records of Chase’s subsidiary
banks and their predecessor institutions were consistent
with approval under the convenience and needs factor.

The Board also has considered supervisory information
concerning Chase Bank’s record of CRA performance
which includes information assessing the following aspects
of the bank’s CRA performance:

(1) Lending record and geographic distribution of loans

throughout the bank’s communities, including LMI

areas;

(2) Efforts designed to assist in meeting the credit needs

of the bank’s communities, including affordable mort-

gage, government-sponsored and small business lending
programs;

(3) Community development activities;

(4) Compliance record with fair lending laws, and fair

lending law policies and programs; and

(5) Branch closing policies and procedures, and record

of closing branches since the merger of Old Chemical

and Old Chase.!?

Comments on Proposal. The Board also has taken into
account comments objecting to Chase Bank’s decision to
close 18 branches in New York and Connecticut. The
Board notes that these comments relate to Chase’s branch
closings generally, and that Chase has not proposed to
close any branches as a result of this proposal.'* Federal
banking law, moreover, addresses branch closings by spe-
cifically requiring an insured depository institution to pro-
vide notice to the appropriate regulatory agency prior to

10. See The Chase Manhattan Bank, 82 Federal Reserve Bulletin
1139 (1996) (“Chase Bank/CBNIJ Order”).

11. The Chemical/Chase Order also specifically discussed the CRA
performance records of Chase-Florida and Chemical FSB, as well as
the subsidiary banks of Old Chase and Old Chemical operating in
New York, New Jersey, Connecticut, Texas and Delaware.

12. This supervisory information includes information developed by
the Reserve Bank during its regularly scheduled examination of Chase
Bank’s record of CRA performance, which commenced in March
1997. The Reserve Bank’s report of this examination is not publicly
available at this time.

13. Chase Trust would continue to operate the Los Angeles branch
of Chase-Florida.

closing a branch,'* but does not authorize the federal
regulators to prevent the closing of any branch. Further-
more, the BHC Act does not make approval of a proposal
contingent on an applicant’s commitment to keep open all
branch offices of an acquired institution. The availability of
banking services and offices after an acquisition must be
reviewed in the context of the effect of the acquisition on
the convenience and needs of communities served by the
institution and is only one of several factors the Board
must consider in assessing the effect of the acquisition on
the convenience and needs of the communities to be
served.!’

Four of the 18 branches identified by the commenter are
in LMI census tracts. The Board notes that each of these
branches is a middle market business office that does not
provide retail banking services. The other 14 branches
identified by the commenter are in non-LMI areas.'® The
Board notes that Chase Bank would continue to operate
approximately 428 consumer branches in New York, in-
cluding 97 consumer branches in LMI census tracts in
New York, and approximately 46 consumer branches in
Connecticut, including 12 consumer branches in LMI cen-
sus tracts in Connecticut.!'” In addition, the Board previ-
ously has noted that the branch closing policies of the
predecessor institutions to Chase Bank required consider-
ation of a number of factors prior to closing a branch,
including current market conditions, market potential, con-
sumer satisfaction and product usage, demographics, and
community needs. The most recent CRA examinations of
the two predecessor banks also concluded that their branch
closing policies were satisfactory and that their records of

14. Section 42 of the Federal Deposit Insurance Act (12 U.S.C.
§ 1831r-1), as implemented by the Joint Policy Statement Regarding
Branch Closing (58 Federal Register 49.083 (1993)), requires that a
bank provide the public with at least 30 days notice and the primary
federal supervisor with at least 90 days notice before the date of the
proposed branch closing. The bank also is required to provide reasons
and other supporting data for the closure, consistent with the institu-
tion’s written policy for branch closing.

15. Two commenters also maintain that Chase Trust will not assist
in meeting the credit needs of its local community. As discussed in
this order, the Board has considered these comments in light of
Chase’s overall record of CRA performance.

16. One commenter contends that Chase improperly failed to dis-
close the 18 branch closings in connection with the Chemical/Chase
merger. In connection with that merger, Chase announced that it
would close seven branches in LMI census tracts in New York City
and provided the Board a preliminary list of branches in non-LMI
areas that it expected to close. Chase previously has stated that its
announcement regarding proposed branch closings in LMI census
tracts did not include middle market business offices or other special-
ized facilities, such as private banking and private access corporate
locations. As noted above, the four branches in LMI areas identified
by commenter are middie market business offices. The remaining
14 branches identified by commenter are in non-LMI census tracts
and, as noted in the Chemical/Chase Order, Chase’s list of proposed
branch closings in non-LMI census tracts was preliminary and subject
to change.

17. These data reflect all notices of proposed branch closings
received by the Federal Reserve System through August 18, 1997.
Consumer branches do not include limited access specialized facili-
ties, such as private banking, middle market business offices, and
private access corporate locations.
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opening and closing branches had not negatively affected
their communities, including LMI communities. Finally,
the Board has reviewed supervisory information that as-
sesses Chase Bank’s current branch closing policies and
the effect of the bank’s branch openings and closings on all
the bank's communities, including LMI communities. '*

Comments also contend, primarily on the basis of 1996
data filed under the Home Mortgage Disclosure Act
(12 US.C. § 2801 er seq.) (“HMDA”) by Chase and its
subsidiaries, that Chase’s lending in LMI neighborhoods
and to minority individuals in a variety of geographical
areas is inadequate and violates the fair lending laws.'® The
Board has reviewed 1995 and 1996 HMDA data reported
by Chase in light of the comments received on the propos-
al?" These data show that Chase’s ratio of dentals of
African-American and Hispanic credit applicants to white
credit applicants declined from 1995 to 1996 in each
market reviewed by the Board. These data, however, also
reflect some disparities in the rate of loan originations,
denials, and applications by racial group or income level in
certain markets.

The Board is concerned when the record of an institution
indicates such disparities in lending, and believes that all
banks are obligated to ensure that their lending practices
are based on criteria that ensure not only safe and sound
lending, but also equal access to credit by creditworthy
applicants regardless of race. The Board recognizes, how-
ever, that HMDA data alone provide an incomplete mea-
sure of an institution’s lending in its community because
these data cover only a few categories of housing-related
lending. Moreover, HMDA data provide only limited infor-
mation about the covered loans.>! HMDA data, therefore,
have limitations that make the data an inadequate basis,
absent other information, for concluding that an institution
has engaged in illegal lending discrimination.

18. One commenter contends that the preliminary branch closing
information that Chase submitted in connection with the Chemical/
Chase merger misled the Board because it did not categorize proposed
branch closings in middle-income areas that are adjacent to LMI
census tracts as closings in LMI census tracts. The branch closing
information submitted by Chase was presented based on the census
tract location of the branch proposed to be closed. No additional
categorization was required. Moreover. Chase continues to operate a
number of branches in LMI census tracts, as discussed in this order.

19. One commenter objects to Chase Trust’s pending request to be
designated as a wholesale bank under the CRA regulations jointly
promulgated by the federal financial supervisory agencies. See 60
Federal Register 22,156 (1995). The OCC, Chase Trust’s primary
federal supervisor. is responsible for acting on the requested designa-
tion. and such actions are not reviewable by the Board. See 12 C.ER.
25.25(b).

20. The Board's review includes 1995 and 1996 HMDA data
reported by all Chase subsidiaries tor the New York City Metropolitan
Statistical Arca ("MSA™) and several other MSAs in Chase Bank’s
assessment area. the Los Angeles MSA, and the MSAs in the service
areas of Chase’s subsidiary banks in Texas and Florida.

21, These data, for example. do not provide a basis for an indepen-
dent assessment of whether an applicant who was denied credit was.
in fact. creditworthy. Credit history problems and excessive debt
levels relative to income—reasons most frequently cited by a credit
denial—are not available from HMDA data.

In light of the limitations of HMDA data, the Board has
carefully reviewed other information. particularly examina-
tion reports and other supervisory information that provide
an on-site evaluation of compliance with the fair lending
laws by Chase. The most recent CRA examinations of the
two banks that were merged to form Chase Bank found
that neither bank engaged in practices that would discour-
age individuals from applying for credit. In addition, fair
lending reviews were conducted during such CRA exami-
nations, and examiners found no evidence of discrimina-
tion or other illegal credit practices. Furthermore, no evi-
dence of discrimination or other illegal credit practices was
found during the most recent CRA examinations of
Chase’s other subsidiary banks, including those that have
been examined for CRA performance since the merger of
Old Chemical and Old Chase.>> The Board also has re-
viewed supervisory information assessing Chase Bank’s
record of fair lending law compliance, current fair lending
law policies and programs, and initiatives to help meet the
credit needs of all its communities, including LMI areas.

The Board also carefully reviewed the fair lending poli-
cies and procedures of the two predecessor institutions to
Chase Bank, as well as their affiliated banks in New Jersey,
Delaware, Florida and Texas, in the Chemical/Chase and
Chase Bank/CBNJ Orders. The Board noted that the banks
that were merged to form Chase Bank maintained training,
second review and other programs that were designed to
ensure that the banks operate in compliance with the fair
lending laws.2?

Conclusion on Convenience and Needs Considerations.
The Board has carefully considered all the facts of record,
including the public comments received, Chase’s response
to those comments, and the CRA performance records of
Chase’s subsidiary banks, including relevant reports of
examination and other supervisory information.>* Based on
a review of the entire record. and for the reasons discussed

22. One commenter contends that the proposal will result in foreclo-
sures that will adversely affect the local community. This commenter
also contends generally that banking institutions, including Chase, use
improper practices when foreclosing on properties. The commenter
does not provide, and the record does not otherwise contain. facts to
support these contentions.

23. One commenter reiterates the contention that Chase violates the
fair lending laws and HMDA through its activities involving the
New York City Housing Partnership (“NYCHP”). The Board previ-
ously addressed this issue in the Chase Bank/CBNJ Order, which
noted that, following discussions with the Reserve Bank. the NYCHP
agreed to provide adverse action letters to applicants that are not
eligible for NYCHP-sponsored programs.

24. The Board notes that the Equal Employment Opportunity Com-
mission recently filed suit against Chase alleging that certain restric-
tions contained in the long-term disability plan offered to Chase
employees violate the Americans with Disabilities Act (42 U.S.C.
§ 12101 er seq.). Private litigants also have filed an employment
discrimination lawsuit in Delaware against one of Chase’s subsidiary
banks. Both of these Jawsuits are pending adjudication, and no finding
of wrongdoing on the part of Chase has been made. The Board
previously has stated that its limited jurisdiction to review applica-
tions under the BHC Act does not authorize the Board to adjudicate
disputes involving an applicant that arise under statutes administered
and enforced by another agency in areas such as employment discrim-
ination. The Board also retains sufficient supervisory authority to take
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in this order, the Board has concluded that convenience and
needs considerations, including the CRA records of perfor-
mance of Chase’s subsidiary banks, are consistent with
approval of the proposal.

Conclusion

Based on the foregoing and all the facts of record, the
Board has determined that the application should be, and
hereby is. approved.2’> The Board’s approval is expressly
conditioned on compliance by Chase with the commit-
ments made in connection with the application. The com-
mitments relied on by the Board in reaching this decision
shall be deemed to be conditions imposed in writing by the
Board in connection with its findings and decision, and, as
such, may be enforced in proceedings under applicable
law.

The transaction shall not be consummated before the
fifteenth calendar day following the effective date of this
order, or later than three months after the effective date of
this order, unless such period is extended for good cause by
the Board or by the Reserve Bank, acting pursuant to
delegated authority.

By order of the Board of Governors, effective Septem-
ber 29, 1997.

Voting for this action: Chairman Greenspan. Vice Chair Rivlin, and
Governors Kelley, Phillips, and Meyer.

WILLIAM W. WILES
Secretary of the Board

appropriate action if a lawsuit or an examination determines that
Chase is not in compliance with applicable laws and regulations.

25. One commenter has requested that the Board hold a public
hearing or meeting on the proposal. Section 3(b) of the BHC Act does
not require the Board to hold a public hearing on an application unless
the appropriate supervisory authority for the bank to be acquired
makes a timely written recommendation of denial of the application.
In this case, the Board has not received such a recommendation from
the OCC. Chase Trust’s primary federal supervisor.

Under its rules, the Board also may, in its discretion, hold a public
hearing or meeting on an application to clarify factual issues related to
the proposal and to provide an opportunity for testimony, if appropri-
ate. 12 C.F.R 225.16(e). The Board has carefully considered comment-
er’s request for a hearing or meeting in light of all the facts of record.
In the Board's view, commenter has had ample opportunity to submit
views and has. in fact, provided written submissions that have been
considered by the Board in acting on the proposal. The request fails to
demonstrate why these written submissions do not adequately present
commenter’s evidence, allegations and views. After a careful review
of all the facts of record, the Board has concluded that the commenter
disputes the weight that should be accorded to, and the conclusions
that the Board should draw from, the facts of record and does not
identify disputed issues of fact that are material to the Board’s
decision. For these reasons, and based on all the facts of record, the
Board has determined that a public hearing or meeting is not required
or warranted to clarify the factual record in the proposal, or otherwise
warranted in this case. Accordingly, the request for a public hearing or
meeting on the proposal is hereby denied.

New Prague Bancshares, Inc.
New Prague, Minnesota

Order Approving the Formation of a Bank Holding
Company

New Prague Bancshares, Inc., New Prague, Minnesota
(*“Bancshares”), has requested the Board’s approval under
section 3 of the Bank Holding Company Act (12 US.C.
§ 1842) ("BHC Act”) to become a bank holding company
by acquiring all the voting shares of Community Security
Bank (“Bank’), a de novo state chartered bank also in
New Prague.

Notice of the application, affording interested persons an
opportunity to submit comments, has been published (62
Federal Register 31,821 (1997)). The time for filing com-
ments has expired, and the Board has considered the appli-
cation and all comments received in light of the factors set
forth in section 3(c) of the BHC Act.

Bancshares is a newly formed nonoperating corporation
that would acquire Bank, which is a de novo bank. The
addition of a new bank in the relevant banking market
would increase the number of alternative sources of bank-
ing products and services available to customers in the
market and increase competition. The Board previously
has stated that the promotion of competition through
de novo entry is a positive consideration in an application
under section 3 of the BHC Act.! Accordingly, the Board
concludes that consummation of the proposal would not
have a significantly adverse effect on competition or on the
concentration of banking resources in any relevant banking
market.

The Board has carefully considered the financial and
managerial resources and future prospects of Bancshares
and Bank in light of all the facts of record. The Board
received comments from a national bank that has a branch
in New Prague (“*Commenter”) that contend that the de-
mographic and economic characteristics of Bank's pro-
posed trade area show insufficient demand to support an-
other bank and that the projections by Bancshares for the
Bank’s deposits and income are exaggerated. Bancshares
maintains that the ability of its organizers to raise approxi-
mately $2.8 million in capital from local area residents and
businessmen and the fact that Bank has been formed and
would be owned by local residents demonstrate a demand
for the bank’s services. Bancshares supports its projections
with a business plan. Bancshares also notes that Bank
would be located in a developing downtown area of
New Prague and would be managed by an experienced
chief executive officer and a board of directors composed
of local residents.

The Board also has considered the characteristics of the
relevant market. The record shows that the population in
Bank’s proposed trade area has increased from 1990 to

1. See Wilson Bank Holding Company, 82 Federal Reserve Bulletin
568 (1996).
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1995.2 The Board also has reviewed the growth and suc-
cess of other de novo banks in or near the Twin Cities
MSA that were started within the last five years. Based on
this review, the Board concludes that the projections of-
fered by Bank are reasonable.

In reviewing the financial and managerial factors, the
Board also has considered Bank’s capital level in relation
to its projections. Bank appears to have sufficient capital to
operate for a significant time at levels below the projec-
tions provided for Bank’s pro forma operation. In addition,
Bancshares does not intend to incur significant amounts of
debt and appears to have the financial flexibility to act as a
source of strength for Bank. The Board also notes that the
Minnesota Commissioner of Commerce, after a review of
the application, including the financial aspects of the pro-
posal, granted Bank’s state charter request on July 14,
1997.

For these reasons and based on all the facts of record, the
Board concludes that the record does not indicate that the
proposal would adversely affect the safety and soundness
of Bancshares or Bank.

On this basis, the Board concludes that the financial
factor and future prospects of Bancshares and Bank are
consistent with approval.3 In evaluating the managerial
resources, the Board has considered the experience of
several of the organizers and reports of examination assess-
ing their performance in other depository institutions.
Based on all the facts of record, the Board concludes that
the managerial resources.* and the convenience and needs,
and other supervisory factors the Board is required to
consider under section 3 of the BHC Act also are consis-
tent with approval of the proposal.’

2. New Prague is a community on the southwestern edge of the
Minneapolis-St. Paul Metropolitan Statistical Area (“Twin Cities
MSA”). Bank’s proposed trade area would encompass the area within
approximately a seven-mile radius of New Prague.

3. Commenter argues that Bancshares’s obligation under its share-
holder agreement to redeem its stock adversely affects the bank
holding company’s permanent capital. Bancshares modified this provi-
sion so that Bancshares is not obligated to purchase any offered shares
for which it has a right of first refusal. Under these circumstances, the
bank holding company’s stock is considered permanent capital and
would be considered Tier 1 capital.

4. Commenter argues that allegations raised in pending litigation
between Commenter and some of the organizers and directors of Bank
and the fact that the lawsuit was not disclosed in the biographical
information provided in the application reflect adversely on the mana-
gerial factor in this case. Commenter filed the lawsuit after these
individuals left their employment with Commenter to form Banc-
shares and Bank. The litigation is in its preliminary stages, and no
findings of wrongdoing on the part of the Bank’s organizers and
directors have been found. The Board previously has determined that
its limited jurisdiction to review applications and notices under the
specific factors in the BHC Act does not authorize the Board to
adjudicate disputes between a commenter and an applicant that arise
under state laws relating to corporate governance that may be en-
forced by the courts. The Board also notes that a copy of the lawsuit
was included in the application.

5. Commenter maintains that certain contractual agreements in the
proposal raise supervisory issues. Commenter argues, for example,
that Bank’s stock plan for its chief executive officer is a noncompete
agreement that should have been disclosed in the application. The

Based on the foregoing and all the facts of record, the
Board has determined that this application should be, and
hereby is, approved. The Board’s approval is expressly
conditioned on compliance with all the commitments made
by New Prague, including those made by the principals of
New Prague, in connection with the application. For pur-
poses of this action, the commitments and conditions relied
on by the Board in reaching this decision are deemed to be
conditions imposed in writing by the Board in connection
with its findings and decision. and, as such, may be en-
forced in proceedings under applicable law.

This transaction shall not be consummated before the
fifteenth calendar day following the effective date of this
order, or later than three months following the effective
date of this order, and Bank shall be open for business
within six months following the effective date of this order,
unless such periods are extended for good cause by the
Board or by the Federal Reserve Bank of Minneapolis,
acting pursuant to delegated authority.

By order of the Board of Governors, effective Septem-
ber 15, 1997.

Voting for this action: Chairman Greenspan, Vice Chair Rivlin. and
Governors Kelley, Phillips, and Meyer.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Orders Issued Under Section 4 of the Bank Holding
Company Act

Associated Banc-Corp
Green Bay, Wisconsin

Order Approving Notice to Acquire a Savings
Association and to Engage in Certain Nonbanking
Activities

Associated Banc-Corp, Green Bay (“Associated”), a bank
holding company within the meaning of the Bank Holding
Company Act (“BHC Act”), has requested the Board’s
approval under section 4(c)(8) of the BHC Act (12 U.S.C.
§ 1843(c)(8)) and section 225.24 of the Board’s Regula-
tion Y (12 C.F.R. 225.24) to acquire First Financial Corpo-
ration (“FFC”),' and its wholly owned subsidiary, First
Financial Bank, F.S.B. (“Thrift™), both in Stevens Point,

stock plan rewards the officer with additional compensation based on
the performance of the bank but terminates payments if the officer
directly or indirectly solicits business in competition with Bank. The
stock option plan does not restrict the officer’s ability to be employed
by a competitor, but only terminates future bonus payments if he
solicits business away from Bank. Commenter also contends that
because shareholders have a right to transfer Bancshares stock to a
trust, such trust may be deemed to be a “‘company” under the BHC
Act. Shareholders proposing such transfers are responsible for com-
plying with all applicable laws, and the Board has sufficient supervi-
sory authority to address the transfer of shares to a trust that does not
qualify for an exemption under the BHC Act.

1. Associated proposes to charter a wholly owned subsidiary, Badger
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and all in Wisconsin, and engage in operating a savings
association pursuant to section 225.28(b)(4) of Regulation
Y (12 C.ER. 225.28 (b)}(4)). Associated also has requested
the Board’s approval under section 4(c)(8) of the BHC Act
to acquire two wholly owned subsidiaries of Thrift and
engage in performing appraisals of real estate and tangible
personal property pursuant to section 225.28(b)(2)(i) of
Regulation Y (12 C.FR. 225.28 (b)(2)). and operating a
credit card bank pursuant to section 225.28(b)(1) and (2) of
Regulation Y (12 C.FER. 225.28(b)(1) and (2)).2

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published (62
Federal Register 39,243 (1997)). The time for filing com-
ments has expired, and the Board has considered the pro-
posal and all comments received in light of the factors set
forth in section 4 of the BHC Act.

Associated, with total consolidated assets of approxi-
mately $4.5 billion operates 12 subsidiary banks in Wis-
consin and [llinois. Associated is the fourth largest deposi-
tory institution in Wisconsin, controlling deposits of
$3.1 billion, representing approximately 4.9 percent of
total deposits in depository institutions in Wisconsin.? FFC
is the fifth largest depository institution in Wisconsin,
controlling deposits of $2.4 billion in Wisconsin. On con-
summation of the proposal, Associated would become the
third largest depository institution in Wisconsin, control-
ling total deposits of $5.5 billion, representing approxi-
mately 8.8 percent of the total deposits in depository insti-
tutions in Wisconsin.

As noted, the Board previously has determined by regu-
lation that operating a savings association, providing real
estate and tangible personal property appraisals, and oper-
ating a credit card bank are closely related to banking for
purposes of section 4(c)(8) of the BHC Act. The Board
requires savings associations acquired by bank holding
companies to conform their direct and indirect activities to
those permissible for bank holding companies under sec-
tion 4 of the BHC Act and Regulation Y.* Associated has
committed to conform all activities of Thrift with those

Merger Corporation, Green Bay, Wisconsin, that would merge with
and into FFC with FFC as the surviving corporation.

2. The subsidiaries are:

(1) Appraisal Services, Inc., Milwaukee (real estate and personal

property appraisals); and

(2) First Financial Card Services Bank, N.A., Stevens Point (credit

card bank), both in Wisconsin.

3. State and market data are as of June 30, 1996. In this context, the
term depository institutions includes commercial banks. savings
banks, and savings associations.

4. Associated has committed that all impermissible real estate
activities will be divested or terminated within two years of consum-
mation of the proposal. that no new impermissible projects or invest-
ments will be undertaken during this period. and that capital adequacy
guidelines will be met, excluding impermissible real estate invest-
ments. Associated also has committed that all impermissible insurance
activities conducted by FFC or its subsidiaries will cease within six
months of consummation of the proposal, and Associated has indi-
cated that the activities will be divested to an unaffiliated third party or
transferred to an affiliated bank subsidiary that is authorized under
relevant state law to engage in the activities.

requirements and to conduct all the proposed activities in
accordance with Regulation Y.

Competitive Considerations

In order to approve the proposal, the Board also must
determine that the performance of the proposed activities
are a proper incident to banking, that is, that the proposed
transaction ‘‘can reasonably be expected to produce bene-
fits to the public . . . that outweigh possible adverse effects,
such as undue concentration of resources. decreased or
unfair competition, conflicts of interests, or unsound bank-
ing practices.”> As part of the Board’s evaluation of these
factors, the Board has carefully considered the competitive
effects of the proposed transaction in light of all the facts of
record.

Associated and FFC compete directly in 12 banking
markets in Wisconsin. The Board has carefully reviewed
the competitive effects of the proposal in these banking
markets in light of all the facts of record, including the
number of competitors that would remain in the markets,
the characteristics of the markets, the projected increase in
the concentration of total deposits in depository institutions
in the markets (“‘market deposits”),® as measured by the
Herfindahl-Hirschman Index (“HHI”), under the Depart-
ment of Justice Merger Guidelines (“DOJ Guidelines’).”
Consummation of the proposal would not exceed the DOJ
Guidelines in 11 of the 12 banking markets in which
Associated and FFC compete and a number of competitors
would remain in the markets. In the remaining banking
market of Manitowoc-Two Rivers (*Manitowoc-Two Riv-

5. 12 US.C. § 1843(c)(8).

6. Market share data before consummation are based on calculations
in which the deposits of thrift institutions are included at 50 percent.
The Board previously has indicated that thrift institutions have be-
come, or have the potential to become, significant competitors of
commercial banks. See Midwest Financial Group, 75 Federal Reserve
Bulletin 386 (1989); National City Corporation, 10 Federal Reserve
Bullerin 743 (1984). Thus, the Board has regularly included thrift
deposits in the calculation of market share on a 50-percent weighted
basis. See, e.g., First Hawaiian, Inc., 77 Federal Reserve Bulletin 52
(1991). Because the deposits of Thrift would be acquired by a com-
mercial banking organization under the proposal, those deposits are
included at 100 percent in the calculation of Associated’s pro forma
market share. See Norwest Corporation, 78 Federal Reserve Bulletin
452 (1992). First Banks, Inc., 76 Federal Reserve Bulletin 669,
670 n.9 (1990).

7. Under the revised DOJ Guidelines, 49 Federal Register 26,823
(June 29, 1984). a market in which the post-merger HHI is more than
1800 is considered highly concentrated. The Department of Justice
has informed the Board that a bank merger or acquisition generally
will not be challenged (in the absence of other factors indicating
anticompetitive effects) unless the post-merger HHI is at least 1800
and the merger increases the HHI by more than 200 points. The
Department of Justice has stated that the higher than normal threshold
for an increase in the HHI when screening bank mergers and acquisi-
tions for anticompetitive effects implicitly recognizes the competitive
effects of limited-purpose lenders and other non-depository financial
entities.

8. The banking markets are discussed in the Appendix.
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ers banking market”),Y consummation of the proposal
would increase the HHI by 305 points to 2144, and Associ-
ated would control 33 percent of the market deposits.

In considering the competitive effects of the proposal,
the Board also has considered that, after consummation of
the proposal. 12 depository institutions would remain in
the Manitowoc-Two Rivers banking market. Two competi-
tors, not including Associated, would each have market
shares of approximately 22 percent. The banking market
also has characteristics that make it attractive for entry for
out-of-market firms. For example, the number of residents
per banking office, the average amount of deposits per
banking office, and the per capita income in the
Manitowoc-Two Rivers banking market substantially ex-
ceed the state average for these statistics in non-MSA
markets in Wisconsin. Two banking organizations have
entered the banking market de novo since August 1994.
Wisconsin law, moreover, authorizes banks to branch state-
wide. !0

Based on these and all of the other facts of record, the
Board concludes that consummation of the proposal would
not have a significantly adverse effect on competition or on
the concentration of banking resources in the Manitowoc-
Two Rivers banking market or in any other relevant bank-
ing market.

Other Considerations

As part of its evaluation of the public interest factors. the
Board has carefully considered, in light of all the facts of
record, the financial and managerial resources of Associ-
ated, FFC, and their subsidiaries, and the effect the transac-
tion would have on such resources. The information con-
sidered includes supervisory reports of examination
assessing the financial and managerial resources of the
organizations and recent pro forma financial information
provided by Associated. The Board notes that Associated
and FFC, and each of their insured depository institutions,
meet or exceed the “well capitalized™ thresholds under
applicable law, and FFC would continue to do so after
consummation of the proposal. Based on all the facts of
record, the Board has concluded that the financial and
managerial resources of the organizations involved in the
proposal are consistent with approval.

The record also indicates that the proposal would result
in public benefits. Consummation of the proposal would
result in a broader financial network through which Associ-
ated could serve its customers and the customers of Thrift.
Associated also would offer new financial services to cus-
tomers of Thrift, including assistance in managing funds in
IRA and Keogh accounts, specialized lending services to
corporate customers, and comprehensive trust administra-
tion and investment management services. Associated’s
customers also would have access to a variety of mortgage,

9. The Manitowoc-Two Rivers banking market is approximated by
Manitowoc County, except for Schleswig, Eaton. and Cooperstown
townships, all in Wisconsin.

10. See Wis. Stat. Ana. § 221.032(1) (1995).

consumer loan, and credit card services offered by FFC.
Based on all the facts of record, the Board has determined
that the proposal by Associated can reasonably be expected
to produce public benefits that outweigh possible adverse
effects under the proper incident to banking standard of
section 4(c)(8) of the BHC Act. Accordingly. the Board
has determined that the balance of public interest factors it
must consider under section 4(c)(8) of the BHC Act is
favorable and consistent with approval.

Conclusion

Based on the foregoing and all the facts of record, the
Board has determined that the notice should be, and hereby
is approved. The Board’s approval of the notice is specifi-
cally conditioned on compliance by Associated and FFC
with commitments made in connection with this notice.
The Board’s determination also is subject to all the condi-
tions in Regulation Y, including those in sections 225.7 and
225.25(c) (12 C.ER. 2257 and 225.25(c)) and to the
Board’s authority to require such modification or termina-
tion of the activities of a holding company or any of its
subsidiaries as the Board finds necessary to assure compli-
ance with, or to prevent evasion of, the provisions and
purposes of the BHC Act and the Board’s regulations and
orders issued thereunder. The commitments and conditions
relied on by the Board in reaching this decision shall be
deemed to be conditions imposed in writing by the Board
in connection with its findings and decisions, and, as such,
may be enforced in proceedings under applicable law.

This proposal shall not be consummated later than three
months after the effective date of this order, unless such
period is extended for good cause by the Board or by the
Federal Reserve Bank of Chicago, acting pursuant to dele-
gated authority.

By order of the Board of Governors, effective Septem-
ber 8, 1997.

Voting for this action: Chairman Greenspan and Governors Kelley,
Phillips, and Meyer. Absent and not voting: Vice Chair Rivlin.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Appendix

Banking markets where the depository institution subsid-
iaries of Associated and FFC compete, all in Wisconsin
unless indicated otherwise:

(1) Rhinelander—approximated by Vilas and Oneida
Counties; Forest County, excluding Alvin and Popple River
Townships; and the northern two-fifths of Lincoln County.
After consummation of the proposal, Associated would
control 18.3 percent of the market deposits and would
become the second largest depository institution in the
market. The HHI would increase 63 points to 1977.
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(2) Sheboygan—approximated by Sheboygan County, ex-
cluding Russell and Rhine Townships. After consumma-
tion of the proposal, Associated would control 6.3 percent
of the market deposits and would become the fifth largest
depository institution in the market. The HHI would not
increase.

(3) Oshkosh—approximated by Winnebago County, ex-
cept for Winchester, Clayton. Menasha, and Neenah town-
ships. After consummation of the proposal, Associated
would control 17 percent of the market deposits and would
become the third largest depository institution in the mar-
ket. The HHI would increase 50 points to 1829.

(4) Green Bay—approximated by Brown County; Morgan,
Abrams, Pensaukee, Chase, and Little Suamico townships
in Oconto County; Angelica and Maple Grove townships
in Shawano County; Oneida township in Outagamie
County; Cooperstown township in Manitowoc County,
Wisconsin; and Red River, Luxemburg, and Montpelier
townships in Kewaunee County. After consummation of
the proposal. Associated would control 29.6 percent of the
market deposits and would remain the largest depository
institution in the market. The HHI would increase
94 points to 1685.

(5) Hurley-Ironwood—approximated by Iron County, and
Gogebic and Ontonagon Counties in Michigan. After con-
summation of the proposal, Associated would control
15.5 percent of the market deposits and would remain the
third largest depository institution in the market. The HHI
would increase 37 points to 1563.

(6) Wausau—approximated by the southern three-fifths of
Lincoln County; Marathon County, excluding, Holton,
Hull, Brighton, Spencer, McMillan, and Day townships.
After consummation of the proposal, Associated would
control 9.8 percent of the market deposits and would
become the third largest depository institution in the mar-
ket. The HHI would not increase.

(7) Beloit-Janesville—approximated by Rock County. Af-
ter consummation of the proposal, Associated would con-
trol 3.5 percent of the market deposits and would become
the eighth largest depository institution in the market. The
HHI would not increase.

(8) Milwaukee—approximated by Milwaukee. Waukesha,
and Ozaukee Counties, and portions of Jefferson, Racine,
Walworth, and Washington Counties. After consummation
of the proposal, Associated would control 8.8 percent of
the market deposits and would become the fourth largest
depository institution in the market. The HHI would not
increase.

(9) Wood—approximated by Wood County, and Spencer,
McMillan, and Day townships in Marathon County. After
consummation of the proposal, Associated would control
21.3 percent of the market deposits and would become the
largest depository institution in the market. The HHI would
increase 158 points to 1375.

(10) Watertown—approximated by the southern two tiers
of townships in Dodge County,and the northern two tiers
of townships in Jefferson County, excluding [xonia town-
ship. After consummation of the proposal, Associated
would control 21.9 percent of the market deposits and

would become the second largest depository institution in
the market. The HHI would increase 171 points to 1481,
(11) Appleton—approximated by Outagamie County, ex-
cluding Oneida township; Winchester, Claton, Neenah, and
Menasha townships in Winnebago County; and Harrison,
Woodville, Brillion, and Rantoul townships in Calumet
County. After consummation of the proposal, Associated
would control 15.6 percent of the market deposits and
would remain the third largest depository institution in the
market. The HHI would increase 29 points to 1236.

BankAmerica Corporation
San Francisco, California

Order Approving Notice to Engage in Nonbanking
Activities

BankAmerica Corporation, San Francisco, California
(“BankAmerica’), a bank holding company within the
meaning of the Bank Holding Company Act (“BHC Act”),
has requested the Board’s approval under section 4(c)(8) of
the BHC Act (12 U.S.C. § 1843(c)(8)) and section 225.24
of the Board’s Regulation Y (12 C.FR. 225.24) to acquire
Robertson, Stephens & Company Group, L.L..C., (“‘Robert-
son Group”), Robertson, Stephens & Company, Inc.,
(“Robertson Stephens Co.”), and all of their subsidiaries
and affiliates (collectively, ““Robertson”), all of San Fran-
cisco, California.’ BankAmerica would thereby engage in
the following nonbanking activities:
(1) Providing financial and investment advisory ser-
vices, pursuant to section 225.28(b)(6) of Regulation Y
(12 C.FR. 225.28 (b)(6));
(2) Providing securities brokerage, private placement,
and riskless principal services, pursuant to sec-
tion 225.28(b)(7)(i), (ii), and (iii) of Regulation Y
(12 C.ER. 225.28(b)(7)(1), (ii), and (iii));
(3) Underwriting and dealing in obligations of the United
States, general obligations of states and their political
subdivisions, and other obligations that state member
banks of the Federal Reserve System may be authorized
to underwrite and deal in under 12 U.S.C. §§ 24 and 335,
pursuant to section 225.28(b)(8) of Regulation Y
(12 C.ER. 225.28(b)(8));
(4) Underwriting and dealing, to a limited extent, in all
types of debt and equity securities, other than ownership
interests in open-end investment companies (“mutual
funds™);

1. Robertson Group owns 99 percent of Robertson, Stephens &
Company. L.L.C (**‘Robertson Sub”’). Robertson Stephens Co. owns
the remaining 1 percent membership interest in Robertson Sub and is
the managing member.

BankAmerica proposes to merge Robertson into Ladder Merger
Corporation, a newly formed Delaware corporation, wholly owned by
BankAmerica (“BAC Sub”). Simultaneously. BankAmerica would
merge the principal subsidiary of Robertson Sub with and into Bank-
America Securities. Inc., San Francisco. California, (“BASI”), a
subsidiary of BankAmerica.
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(5) Providing administrative and other services to invest-
ment companies, including mutual funds;’

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published (62
Federal Register 45,255 (1997)). The time for filing com-
ments has expired, and the Board has considered the notice
and all comments received in light of the factors set forth
in section 4(c)(8) of the BHC Act.

BankAmerica, with total consolidated assets of
$258 billion, is the third largest commercial banking orga-
nization in the United States.? BankAmerica operates five
subsidiary banks in 13 states and engages, directly and
through its subsidiaries. in a broad range of permissible
nonbanking activities in the United States and throughout
the world. Robertson, with combined consolidated assets
of $455 million, engages worldwide in a broad range of
investment advisory, securities brokerage. securities under-
writing. and related activities.*

BankAmerica engages through BASI in a wide range of
securities activities. including engaging. to a limited ex-
tent. in underwriting and dealing in all types of debt and
equity securities (other than securities issued by open-end
investment companies) in which a state member bank may
not underwrite or deal (“bank-ineligible securities™).”
BASI is. and will continue to be, a broker-dealer registered
with the Securities and Exchange Commission (“SEC™)
under the Securities Exchange Act of 1934 (15 US.C.
§ 784 et seq.) and a member of the National Association of
Securities Dealers (“NASD™). Accordingly, BASI is, and
would remain, subject to the recordkeeping and reporting
obligations, fiduciary standards. and other requirements of
the Securities Exchange Act of 1934, the SEC. and the
NASD.

Activities Previously Approved by the Board

The Board previously has determined by regulation or
order that the proposed activities are closely related to
banking within the meaning of section 4(c)(8) of the BHC
Act and the Board previously has authorized BankAmerica

2. A list of the adminisirative services that BankAmerica would
provide is included in the Appendix.

3. Asset and ranking data are as of June 30. 1997,

4. Robertson currently controls several private investment funds.
BankAmerica has committed to conform, within two years of acquir-
ing Robertson, all activities and investments of Robertson and its
subsidiaries, including its involvement with various investment funds,
to those permissible for bank holding companies under section 4 of
the BHC Act and Regulation Y. BankAmerica also has commitied
that, upun the acquisition of Robertson by BankAmerica. Robertson
Sub will cease acting as a distributor of mutual funds.

Atter the merger, BAC Sub would acquire trom Robertson Sub two
subsidiaries engaged in offshore broker-dealer activities. The activities
of these two subsidiaries are within BankAmerica’s existing authority
and are permissible under Regulation K. The subsidiaries may be
acquired under the general consent authority in Regulation K. See
12 C.ER. 21 L5(ex]), (d).

5. See BankAmerica, 80 Federal Reserve Bulletin 1104 (1994)
("BankAmerica Order ™y,

to engage in most of these activities.® BankAmerica would
conduct the activities in accordance with the BankAmerica
Order, Regulation Y, and the relevant Board interpretations
and orders pertaining to each of the activities.”

Bank-Ineligible Securities Underwriting and Dealing
Activities. As noted above. BASI currently is engaged in
limited underwriting and dealing activities that the Board
previously has determined are permissible under section 20
of the Glass—Steagall Act (12 US.C. § 377).% Robertson
Sub also is engaged in underwriting and dealing in securi-
ties. The Board has concluded that conduct of securities
underwriting and dealing is consistent with section 20.
provided that the company derives no more than 25 percent
of its total gross revenue from underwriting and dealing in
securities over any two-year period.” BankAmerica has
committed that, following acquisition of Robertson, BASI
will continue to conduct its bank-ineligible securities un-
derwriting and dealing subject to the 25-percent revenue
limitation and the prudential limitations previously estab-
lished by the Board with respect to bank-ineligible securi-
ties underwriting and dealing.t®

Other Considerations

In order to approve this notice, the Board must determine
that the proposed activities are a proper incident to bank-

6. See BankAmerica, 79 Federal Reserve Bulletin 1163 (1993); and
BankAmerica Order.

7. BankAmerica would engage in the proposed mutual fund advi-
sory and administrative activities in a manner consistent with previous
orders. See Commerzbank AG, 83 Federal Reserve Bulletin 678
(1997) (“Commerzbank "y, and Bankers Trust New York Corporation,
83 Federal Reserve Bulletin 780 (1997) (“Bankers Trust”). An inde-
pendent distributor would distribute shares of the mutual funds that
BankAmerica advises and administers. See Bankers Trust, p. 782
n. 13.

8. See BunkAmerica Order.

9. See J.P. Morgan & Co. Incorporated, et al., 75 Federul Reserve
Bulletin 192 (1989). aff 'd sub nom. Securities Industry Ass'n v. Board
of Governors of the Federal Reserve System, 900 F.2d 360 (D.C. Cir.
1990y; Citicorp, et al., 73 Federal Reserve Bulletin 473 (1987), aff'd
sub nom. Securities Industry Ass’'n v. Board of Governors of the
Federal Reserve System, 839 F.2d 47 (2d Cir. 1988), cert. denied, 486
U.S. 1059 (1988); as modified by Review of Restrictions on Director,
Officer and Employee Interlocks, Cross-Marketing Activities, and the
Purchase and Sale of Financial Assets Berween a Section 20 Subsid-
iarv and an Affiliated Bank or Thrift, 61 Federal Register 57,679
(1996) (collectively. "*Section 20 Orders ™). See also Revenue Limit on
Bank-Ineligible Activities of Subsidiuries of Bank Holding Companies
Engaged in Underwriting and Dealing in Securities, 61 Federal
Register 68,750 (1996). Compliance with the 25-percent revenue
limitation shall be calculated in accordance with the method stated in
the Section 20 Orders, as modified by the Order Approving Modifica-
tions to the Section 20 Orders, 75 Federal Reserve Bulletin 751
(1989); and 10 Percent Revenue Limit on Bank-Ineligible Activities of
Subsidiaries of Bank Holding Companies Engaged in Underwriting
and Dealing Securities, 61 Federal Register 57,679 (1996) (collective-
ly. "Modification Orders™).

10. See Section 20 Orders and Modification Orders. BASI may
provide services that are necessary incidents to the proposed under-
writing and dealing activities. Unless BASI receives specific approval
under section 4(¢)(8) of the BHC Act to conduct the activities indepen-
dently. any revenues from the incidental activities must be treated as
ineligible revenues subject to the Board’s revenue limitation.
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13

ing. that is, that the performance of the activities “can
reasonably be expected to produce benefits to the public ...
that outweigh possible adverse effects. such as undue con-
centration of resources, decreased or unfair competition,
conflicts of interests, or unsound banking practices.” !

As part of its review of these factors, the Board consid-
ered the financial and managerial resources of Bank-
America and its subsidiaries and the effect the transaction
would have on such resources.! The Board also has re-
viewed the capitalization of BankAmerica and BASI in
accordance with the standards set forth in the Section 20
Orders and finds the capitalization of each to be consistent
with approval.'* The determination about the capitalization
of BASI is based on all the facts of record, including
BankAmerica’s projections of the volume of BASI’s un-
derwriting and dealing activities in bank-ineligible securi-
ties.

Effective October 27, 1997, the Board substantially
revised the prudential limitations with respect to bank-
ineligible securities underwriting and dealing.'* Bank-
America has committed that BASI will conduct its bank-
ineligible underwriting and dealing activities subject to the
Board’s new operating standards on October 27, 1997,

On the basis of its supervisory experience with Bank-
America and BASI. the commitments provided in this case,
and the proposed management of BASI. the Board also has
determined that BankAmerica and BASI have established
policies and procedures to ensure compliance with this
order and the Section 20 Orders, including computer, audit,
and accounting systems, internal risk management con-
trols, and the necessary operational and managerial infra-
structure. The Board also has reviewed other aspects of the
managerial resources of the entities involved in this pro-
posal, including the expected effect of this proposal on
such resources. On the basis of the foregoing and all the
facts of record, the Board has concluded that financial and
managerial considerations are consistent with approval of
this proposal.

The Board expects that the proposed acquisition would
provide added convenience to customers of BankAmerica
and Robertson, including Robertson’s current mutval fund
clients. The Board previously has determined that the
provision of advisory and administrative services to mutual
funds within certain parameters is not likely to result in the
types of subtle hazards at which the Glass—Steagall Act is
aimed or in any other adverse effects. As required by the
Board’s regulations, for example, BankAmerica would pro-
vide to its customers disclosures designed to alert them to
the relationships between BankAmerica and the Funds.
These disclosures include those required by the Board's
interpretive rule on investment advisory activities to ad-
dress conflicts of interests that may be presented by the

11,12 U.S.C. § 1843(c)(8).

12. See 12 C.F.R. 225.26.

13. The Board notes that. as a registered broker-dealer. BAST must
comply with the SEC’s net capital rule. See 15 C.ER. 240.15¢3-1.

14. See Amendments to Restrictions in the Board’s Section 20
Orders, 62 Federal Register 45,295 (1997).

relationship between BankAmerica and the Funds.'s
BankAmerica also has indicated that the proposed transac-
tion would result in operational efficiencies that would
allow it to become a more effective competitor and thereby
provide improved services at a lower cost to its customers.

The Board also has carefully considered the competitive
effects of this proposal. BankAmerica operates nonbanking
subsidiaries that compete with certain nonbanking subsid-
iaries of Robertson. In each case, the markets for the
nonbanking services are unconcentrated, and there are nu-
merous providers of the services. As a result. consumma-
tion of this proposal would have a de minimis effect on
competition for the services, and the Board has concluded
that the proposal would not result in a significantly adverse
effect on competition in any relevant market.

Under the framework established in this and prior deci-
sions, including the prudential limitations established by
the Board in the Section 20 Orders, the Board has deter-
mined that consummation of the proposal is not likely to
result in any significantly adverse effects, such as undue
concentration of resources, decreased or unfair competi-
tion, conflicts of interests, or unsound banking practices
that would outweigh the public benefits of the proposal.

Accordingly, based on all the facts of record, the Board
has determined that the balance of public benefits that it
must consider under the proper incident to banking stan-
dard of section 4(c)8) of the BHC Act is favorable and
consistent with approval of the proposal.

Conclusion

On the basis of all the facts of record, including all the
commitments and representations made by BankAmerica,
the Board has determined to, and hereby does, approve this
notice subject to all the terms and conditions discussed in
this order and in the Section 20 Orders, as modified by the
Modification Orders. The Board’s approval of this pro-
posal extends only to activities conducted within the limita-
tions of those orders and this order, including the Board's
reservation of authority to establish additional limitations
to ensure that activities of BankAmerica and BASI are
consistent with safety and soundness, avoiding conflicts of
interests, and other relevant considerations under the BHC
Act. Underwriting and dealing in any manner other than as
approved in this order and the Section 20 Orders, as
modified by the Modification Orders, is not authorized for
BASI.

The Board’s determination also is subject to all the terms
and conditions set forth in Regulation Y, including those in

15. See 12 C.ER. 225.125. The interpretive rule requires a bank
holding company that recommends to customers shares of a mutual
fund that the bank holding company advises to caution customers to
read the fund prospectus before investing and to advise customers in
writing that the fund’s shares are not insured by the Federal Deposit
Insurance Corporation, and are not deposits, obligations of, or en-
dorsed or guaranteed in any way, by any bank, unless that happens to
be the case. The holding company also must disclose in writing to the
customer the role of the company or its affiliate as investment advisor
to the fund.
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sections 225.7 and 225.25(c) (12 C.FR. 225.7 and
225.25(c)). and to the Board’s authority to require modifi-
cation or termination of the activities of a bank holding
company or any of its subsidiaries as the Board finds
necessary to assure compliance with and to prevent eva-
sion of the provisions of the BHC Act and the Board’s
regulations and orders issued thereunder. The Board’s deci-
sion is specifically conditioned on BankAmerica’s compli-
ance with all the commitments made in connection with
this notice, including the commitments discussed in this
order and the conditions set forth in the Board regulations
and orders noted above. The commitments and conditions
shall be deemed to be conditions imposed in writing by the
Board in connection with its findings and decisions, and
may be enforced in proceedings under applicable law.

This transaction shall not be consummated later than
three months after the effective date of this order unless
such period is extended for good cause by the Board or by
the Federal Reserve Bank of San Francisco, acting pursu-
ant to delegated authority.

By order of the Board of Governors, eftective Septem-
ber 17, 1997.

Voting for this action: Chairman Greenspan, Vice Chair Rivlin, and
Governors Kelley, and Phillips. Absent and not voting: Governor
Meyer.

JENNIFER J. JOHNSON
Depury Secretary of the Board

Appendix

List of Administrative Services

I. Maintaining and preserving the records of the Funds.
including financial and corporate records.

2. Computing net asset value, dividends, performance data
and financial information regarding the Funds.

3. Furnishing statistical and research data.

4. Preparing and filing with the SEC and state securities
regulators registration statements, notices, reports, and
other materials required to be filed under applicable laws.
5. Preparing reports and other informational materials re-
garding the Funds, including proxies and other sharcholder
communications.

6. Providing legal and other regulatory advice to the Funds
in connection with their other administrative functions.

7. Providing office facilities and clerical support for the
Funds.

8. Developing and implementing procedures for monitor-
ing compliance with regulatory requirements and compli-
ance with the Funds' investment objectives, policies and
restrictions as established by the board of directors/trustees
of the Funds.

9. Providing routine fund accounting services and liaison
with outside auditors.

10. Preparing and filing tax returns, and monitoring tax
compliance.

11. Reviewing and arranging for payment of expenses of
the Funds.

12. Providing communication and coordination services
with regard to the Funds’ investment advisor, transfer
agent, custodian, distributor and other service organiza-
tions that render recordkeeping or shareholder communica-
tion services.

13. Reviewing and providing advice to the distributor, the
fund and the investment advisor regarding sales literature
and marketing plans for the Funds.

{4. Providing information to the distributor’s personnel
concerning performance and administration of the Funds.
15. Providing marketing support with respect to sales of
the Funds through financial intermediaries, including par-
ticipating in seminars, meetings and conferences designed
to present information concerning the operations of the
Funds.

16. Providing reports to the directors of the Funds with
regard to the activities of the Funds.

17. Providing telephone shareholder services through a
toll-free 800 number.

Barnett Banks, Inc.
Jacksonville, Florida

Order Approving Notice to Acquire a Savings
Association

Barnett Banks, Inc., Jacksonville (“‘Barnett’), a bank hold-
ing company within the meaning of the Bank Holding
Company Act (“BHC Act”), has requested the Board’s
approval under section 4(c)(8) of the BHC Act (12 U.S.C.
§ 1843(c)(8)) and section 225.24 of the Board’s Regula-
tion Y (12 C.ER. 225.24) to acquire First of America
Bank-Florida, FSB, Tampa, both in Florida (““Thrift’), and
thereby engage in operating a savings association pursuant
to section 225.28(b)(4) of Regulation Y (12 C.ER.
225.28 (b)(4)).

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published (62
Federal Register 39,243 (1997)). The time for filing com-
ments has expired, and the Board has considered the pro-
posal and all comments received in light of the factors set
forth in section 4 of the BHC Act.

Barnett, with total consolidated assets of approximately
$42 billion, operates four subsidiary banks in Florida and
Georgia. Barnett is the largest depository institution in
Florida, controlling deposits of $34.2 billion, representing
approximately 19.2 percent of total deposits in depository
institutions in the state.! Thrift is the 23d largest depository
institution in Florida, controlling deposits of $953.7 mil-
lion, representing less than 1 percent of total deposits in the
state. On consummation of the proposal, Barnett would

1. Asset data are as of March 31, 1997, and state deposit data are as
of June 30, 1996. These data have been updated to account for
structural changes as of July 25,1997. In this context. the term
depository institutions includes commercial banks, savings banks. and
savings associations.
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remain the largest depository institution in Florida, control-
ling total deposits of $35.2 billion, representing approxi-
mately 19.7 percent of the total deposits in depository
institutions in Florida.

The Board previously has determined by regulation that
operating a savings association is closely related to bank-
ing for purposes of section 4(c)(8) of the BHC Act.2 The
Board requires savings associations that are acquired by
bank holding companies to conform their direct and indi-
rect activities to those permissible for bank holding compa-
nies under section 4 of the BHC Act and Regulation Y.
Barnett has committed to conform all of Thrift’s activities
of Thrift to those requirements.*

Competitive Considerations

In order to approve the proposal, the Board also must
determine that the performance of the proposed activities is
a proper incident to banking, that is, that the proposed
transaction “'can reasonably be expected to produce bene-
fits to the public . . . that outweigh possible adverse effects,
such as undue concentration of resources, decreased or
unfair competition, conflicts of interests, or unsound bank-
ing practices.”* As part of the Board’s evaluation of these
factors, the Board has carefully considered the competitive
effects of the proposed transaction in light of all the facts of
record.

Barnett and Thrift compete directly in nine banking
markets in Florida. The Board has carefully reviewed the
competitive effects of the proposal in these banking mar-
kets> in light of all the facts of record, including the
number of competitors that would remain in the markets,
the characteristics of the markets, and the projected in-
crease in the concentration of total deposits in depository
institutions in the markets (“market deposits™).® as mea-
sured by the Herfindahl-Hirschman Index (‘““HHI"’), under
the Department of Justice Merger Guidelines (“DOJ
Guidelines™).”

2. See 12 C.F.R. 225.28(b)(4).

3. Thrift currently does not engage in any impermissible activities.

4. 12 US.C. § 1843(c)8).

5. These banking markets are discussed in the Appendix.

6. Market share data are as of June 30, 1996. Market share data
before consummation are based on calculations in which the deposits
of thrift institutions are included at 50 percent. The Board previously
has indicated that thrift institutions have become, or have the potential
to become, significant competitors of commercial banks. See Midwest
Financial Group, 75 Federal Reserve Bulletin 386 (1989); National
City Corporation, 70 Federal Reserve Bulletin 743 (1984). Because
Thrift is currently affiliated with and would be acquired by a commer-
cial banking organization, Thrift’s deposits are included at 100 per-
cent in the calculations of market share. See Norwest Corporation, 78
Federal Reserve Bulletin 452 (1992). First Banks, [nc.. 76 Federal
Reserve Bulletin 669, 670 n.9 (1990).

7. Under the DOJ Guidelines. 49 Federal Register 26,823 (June 29,
1984). a market in which the post-merger HHI is more than 1800 is
considered highly concentrated. The Justice Department has informed
the Board that a bank merger or acquisition generally will not be
challenged (in the absence of other factors indicating anticompetitive
effects) unless the post-merger HHI is at least 1800 and the merger
increases the HHI by more than 200 points. The Justice Department

In the Punta Gorda banking market, consummation of
the proposal would exceed the DOJ Guidelines.® The HHI
would increase by 653 points to 2143 points, and Barnett
would become the largest depository institution in the
market, controlling approximately 36 percent of market
deposits.

In evaluating the competitive effects of the proposal in
the Punta Gorda banking market, the Board has considered
that, after consummation of the proposal, 12 depository
institutions would remain in the market. Three of the
competitors, other than Barnett, are large multi-state com-
mercial banking organizations that would each control
more than 10 percent of market deposits. The Punta Gorda
banking market also has characteristics that make it attrac-
tive for entry for out-of-market firms. The rates of increase
in population for the Punta Gorda Metropolitan Statistical
Area (“MSA”) and in deposits in depository institutions
for the Punta Gorda banking market have exceeded the
averages for these statistics for Florida MSAs and for the
state of Florida. Since 1991, three commercial banks have
entered the Punta Gorda banking market de novo, and four
depository institutions have entered through acquisitions.”

In the De Soto County banking market., consummation
of the proposal would exceed the DOJ Guidelines, and the
HHI would increase by 299 points to 324! points.'® Bar-
nett would become the third largest depository institution
in the De Soto County banking market, controlling approx-
imately 24 percent of market deposits. Four depository
institutions, including two large multi-state commercial
banking organizations. would remain in the banking mar-
ket. Two competitors would have market shares larger than
Barnett’s, one controlling approximately 43 percent of
market deposits and one, a large multi-state commercial
banking organization. controlling approximately 28 per-
cent of market deposits. The market also has characteristics
that make it attractive for entry for out-of-market firms. In
De Soto County, deposits statewide and in non-MSAs have
increased at a higher rate than the average for deposit
growth. De Soto County’s population per branch office and
deposits per branch office also are higher than the average
for other non-MSAs. Since 1991, two depository institu-
tions have entered the banking market through acquisi-
tions.

Based on these and all the other facts of record, the
Board concludes that consummation of the proposal would

has stated that the higher than normal threshold for an increase in the
HHI when screening bank mergers and acquisitions for anticompeti-
tive effects implicitly recognizes the competitive effects of limited-
purpose lenders and other non-depository financial entities.

8. The Punta Gorda. Florida, banking market is approximated by
Charlotte County excluding the towns of Cape Haze, Englewood,
Englewood Beach, Grove City, New Point Comfort, Placida, and
Rotonda West, and including the town of North Port in Sarasota
County.

9. The Board notes that if Thrift's deposits were weighted at
50 percent on a pre-merger basis, the HHI in the De Soto banking
market would increase by only 42 points to 3241.

10. The De Soto County, Florida, banking market is approximated
by De Soto County. Florida.
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not have a significantly adverse effect on competition or on
the concentration of banking resources in the Punta Gorda
or the De Soto County banking markets. Consummation of
the proposal would not exceed the DOJ Guidelines in the
seven other banking markets in which Barnett and Thrift
compete and numerous competitors would remain in these
markets. Accordingly, consummation of the proposal
would not have a significantly adverse effect on competi-
tion in any other relevant banking market.

Other Considerations

As part of its evaluation of the public interest factors, the
Board has carefully considered the financial and manage-
rial resources of Barnett, its subsidiaries and Thrift, and the
effect the transaction would have on such resources in light
of all the facts of record. These facts of record include
supervisory reports of examination assessing the financial
and managerial resources of the organizations and recent
pro forma financial information provided by Barnett. The
Board notes that Barnett, Thrift, and Barnett’s insured
depository institutions, meet or exceed the “well capital-
ized" thresholds under applicable law, and Barnett would
continue to do so after consummation of the proposal.
Based on all the facts of record, the Board has concluded
that the financial and managerial resources of the organiza-
tions involved in the proposal are consistent with approval.

The record also indicates that consummation of the
proposal would result in public benefits. Barnett intends to
offer Thrift’s current and potential customers an expanded
branch network and a broader array of banking products
and services. Thrift customers would gain access to con-
sumer and commercial investment services, consumer leas-
ing services, commercial lending services, cash manage-
ment services, international banking services, and
electronic banking services and products. Based on all the
facts of record, the Board has determined that the proposal
by Barnett can reasonably be expected to produce public
benefits that outweigh possible adverse effects under the
proper incident to banking standard of section 4(c)(8) of
the BHC Act. Accordingly, the Board has determined that
the balance of public interest factors it must consider under
section 4(c)(8) of the BHC Act is favorable and consistent
with approval.

Conclusion

Based on the foregoing and all the facts of record, the
Board has determined that the notice should be, and hereby
is, approved. The Board’s approval of the notice is specifi-
cally conditioned on compliance by Barnett and Thrift with
commitments made in connection with the notice. The
Board’s determination also is subject to all the conditions
in Regulation Y, including those in sections 225.7 and
225.25(c) (12 C.ER. 225.7 and 225.25(c)) and to the
Board’s authority to require such modification or termina-
tion of the activities of a holding company or any of its
subsidiaries as the Board finds necessary to assure compli-
ance with, or to prevent evasion of, the provisions and

purposes of the BHC Act and the Board's regulations and
orders issued thereunder. The commitments and conditions
relied on by the Board in reaching this decision are deemed
to be conditions imposed in writing by the Board in con-
nection with its findings and decision, and, as such, may be
enforced in proceedings under applicable law.

This proposal shall not be consummated later than three
months after the effective date of this order, unless such
period is extended for good cause by the Board or by the
Federal Reserve Bank of Atlanta, acting pursuant to dele-
gated authority.

By order of the Board of Governors, effective September
15, 1997.

Voting for this action: Chairman Greenspan, Vice Chair Rivlin. and
Governors Kelley, Phillips, and Meyer.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Appendix

Local banking markets where Barnett and Thrift’s subsid-
iary depository institutions compete, all in Florida:

(1) Beverly Hills—approximated by Citrus County, exclud-
ing the town of Citrus Springs. After consummation of the
proposal, Barnett would control 21.3 percent of the market
deposits and would remain the second largest depository
institution in the market. The HHI would increase
43 points to 1731.

(2) Fort Myers—approximated by Lee County, excluding
the town of Boca Grande, but including the town of Im-
mokalee in Collier County. After consummation of the
proposal, Barnett would control 18.5 percent of the market
deposits and would remain the third largest depository
institution in the market. The HHI would increase
40 points to 1677.

(3) Jacksonville—approximated by Baker, Clay, Duval and
Nassau Counties, and the towns of Fruit Cove, Ponte
Vedra, and Ponte Vedra Beach in St. Johns County, plus
the city of Folkston in Charlton County, Georgia. After
consummation of the proposal, Barnett would control
23.4 percent of the market deposits and would remain the
second largest depository institution in the market. The
HHI would remain unchanged.

(4) Orlando—approximated by Orange. Osceola and Semi-
nole Counties. plus the western half of Volusia County and
the towns of Clermont and Groveland in Lake County.
After consummation of the proposal, Barnett would control
21 percent of the market deposits and would remain the
second largest depository institution in the market. The
HHI would increase by 1 point to 1618.

(5) Sarasota—approximated by Sarasota and Manatee
Counties, excluding the town of North Port in Sarasota
County, and including the towns of Cape Haze, Engle-
wood, Englewood Beach, Grove City, New Point Comfort,
Placida, and Rotonda West in Charlotte County, and the
town of Boca Grande in Lee County. After consummation
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of the proposal, Barnett would control 25.1 percent of the
market deposits and would remain the largest depository
institution in the market. The HHI would increase by
195 points to 1590.

(6) Tampa Bay—approximated by Hernando, Hillsbor-
ough, Pinellas and Pasco Counties. After consummation of
the proposal, Barnett would control 25.5 percent of the
market deposits and would remain the largest depository
institution in the market. The HHI would increase by
44 points to 1485.

(7) West Palm Beach—approximated by Palm Beach
County east of Loxahatchee and the towns of Indiantown
and Hobe Sound in Martin County. After consummation of
the proposal, Barnett would control 18.3 percent of the
market deposits and would remain the second largest de-
pository institution in the market. The HHI would increase
by 7 points to 1036.

Concurring Statement of Governor Meyer

[ believe that the proposed acquisition presents a close case
because of the concentration results in two markets: Punta
Gorda and DeSoto.

In the Punta Gorda market, there will be a very large
increase in the HHI of 653 points, which in itself raises
concerns about the potential competitive effects. Further-
more, following the merger, the market will be in the
highly concentrated range based on the Department of
Justice merger guidelines. The DeSoto market is already so
highly concentrated that the more modest but still substan-
tial increase in the HHI resulting from the merger raises
concerns about the potential competitive effects.

Were it not for unusually strong mitigating factors in
both of these markets, I could not support approval of this
acquisition without appropriate divestiture.

BB&T Corporation
Winston-Salem, North Carolina

Order Approving Notice to Engage in Nonbanking
Activities

BB&T Corporation, Winston-Salem, North Carolina
(“BB&T”), a bank holding company within the meaning
of the Bank Holding Company Act (“BHC Act’), has
requested the Board’s approval under section 4(c)(8) of the
BHC Act (12 U.S.C. § 1843(c)(8)) and section 225.24 of
the Board’s Regulation Y (12 C.ER. 225.24) to acquire all
the voting securities of Craigie Incorporated, Richmond,
Virginia (“Company’), and thereby engage in the follow-
ing nonbanking activities:
(1) Underwriting and dealing in, to a limited extent, all
types of debt and equity securities other than interests in
open-end investment companies (‘‘bank-ineligible secu-
rities™);
(2) Extending credit and servicing loans, pursuant to
section 225.28(b)(1) of Regulation Y (12 C.FR.
225.28(b)(1));

(3) Providing leasing services, pursvuant to section
225.28(b)}(3) of Regulation Y (12 C.ER. 225.28(b)(3));
(4) Providing financial and investment advisory ser-
vices, pursuant to section 225.28(b)(6) of Regulation Y
(12 C.ER. 225.28(b)(6));

(5) Providing securities brokerage, riskless principal,
private placement and other transactional services, pur-
suant to section 225.28(b)(7)(i), (ii), (iii) and (v) of
Regulation Y (12 C.ER. 225.28(b)(7)(i), (ii), (iii) and
(v)); and

(6) Underwriting and dealing in government obligations
and money market instruments in which state member
banks may underwrite and deal under 12 U.S.C. §§ 335
and 24(7) (“bank-eligible securities”), and engaging in
investing and trading activities, pursuant to sec-
tion 225.28(b)(8)(i) and (ii) of Regulation Y (12 C.FR.
225.28(b)(8)(1) and (ii)).

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published (62
Federal Register 42,130 (1997)). The time for filing com-
ments has expired, and the Board has considered the pro-
posal and all comments received in light of the factors set
forth in section 4(c)(8) of the BHC Act.

BB&T, with total consolidated assets of $23 billion, is
the 35th largest banking organization in the United States.!
BB&T controls five banking subsidiaries and one thrift
subsidiary that operate in North Carolina, South Carolina,
and Virginia, and engages in a broad range of permissible
nonbanking activities throughout the United States. Com-
pany, with consolidated assets of $76 million, engages in
investment advisory, securities brokerage, securities under-
writing, and related activities. Company is, and following
the proposed acquisition will continue to be, a broker-
dealer registered with the Securities and Exchange Com-
mission (“SEC”) under the Securities and Exchange Act
of 1934 (1934 Act™) (i5 US.C. § 78a et seq.) and a
member of the National Association of Securities Dealers
(“NASD”). Accordingly, Company is, and will remain,
subject to the recordkeeping and reporting obligations,
fiduciary standards, and other requirements of the 1934
Act, the SEC, and the NASD.

Underwriting and Dealing Activities

The Board has determined—subject to the framework of
prudential limitations to address the potential for conflicts
of interests, unsound banking practices, or other adverse
effects—that the proposed activities of underwriting and
dealing in bank-ineligible securities are so closely related
to banking as to be a proper incident thereto within the
meaning of section 4(c)(8) of the BHC Act.2

1. Asset and ranking data are as of June 30, 1997.

2. See J.P. Morgan & Co. Incorporated. et al.. 715 Federal Reserve
Bulletin 192 (1989), aff’d sub nom. Securities Industries Ass’n v.
Board of Governors of the Federal Reserve System, 900 F.2d 360
(D.C. Cir. 1990); Citicorp, et al., 73 Federal Reserve Bulletin 473
(1987). aff 'd sub nom. Securities Industry Ass'n v. Board of Gover-
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The Board also has determined that conduct of the
proposed activities is consistent with section 20 of the
Glass—Steagall Act (12 US.C. § 377), provided that the
company engaged in underwriting and dealing activities
derives no more than 25 percent of its gross revenues from
underwriting and dealing in bank-ineligible securities over
a two-year period.* BB&T has committed that Company
will conduct its bank-ineligible securities underwriting and
dealing activities subject to the Board"s 25 percent revenue
limit .4

Other Activities Approved by Regulation

The Board previously has determined by regulation that
the proposed credit and loan servicing activities; leasing
activities: financial and investment advisory services; secu-
rities brokerage, riskless principal, private placement and
other transactional activities; bank-eligible underwriting
and dealing, and investment and trading activities to be
conducted by BB&T after its acquisition of Company are
closely related to banking within the meaning of section
4(c)(8) of the BHC Act.’ BB&T has committed to conduct
each of these activities in accordance with Regulation Y
and relevant Board interpretations and orders.

Proper Incident to Banking Standard

In order to approve this proposal, the Board also must
determine that the proposed activities are a proper incident
to banking. that is, that the proposed transaction “can
reasonably be expected to produce benefits to the public . . .
that outweigh possible adverse effects. such as undue con-
centration of resources, decreased or unfair competition,

conflicts of interests. or unsound banking practices.” ¢

nors of the Federal Reserve System, 839 F.2d 47 (2d Cir. 1988), cert.
denied, 486 U.S. 1059 (1988); as moditied by Review of Restrictions
on Director, Officer and Employee Interlocks, Cross-Marketing Activi-
ties. und the Purchase and Sale of Financial Assets Between a Section
20 Subsidiary and an Affiliated Bank or Thrift, 61 Federal Register
57.679 (1996) and Amendments to Restrictions in the Board’s Section
20 Orders, 62 Federal Register 45,295 (1997) (collectively, the **Sec-
tion 20 Orders™).

3. Compliance with the revenue limitation shall be calculated in
accordance with the method stated in the Section 20 Orders, as
modified by the Order Approving Modifications to the Section 20
Orders, 15 Federal Reserve Bulletin 751 (1989), and 10 Percent
Revenue Limit on Bank-Ineligible Activities of Subsidiaries of Bank
Holding Companies Engaged in Underwriting and Dealing in Securi-
ties, 61 Federal Register 48,953 (1996), and Revenue Limit on Bank-
Ineligible Activities of Subsidiaries of Bank Holding Companies En-
gaged in Underwriting and Dealing in Securities, 61 Federal Register
68.750 (1996) (collectively. “Modification Orders™).

4. Company may provide services that are necessary incidents to the
proposed underwriting and dealing activities. Unless Company re-
ceives specific approval under section 4(c)(8) of the BHC Act to
conduct the activities independently, Company must treat any reve-
nues from the incidental activities as ineligible revenues subject to the
Board's revenue limitation.

5. See 12 C.FR. 225.28(b)(1), (3), (6), (7)(1). (7)(ii), (7)(iii), (T)(v),
(3)(1) and (8)(it).

6. See 12 US.C. § 1843(¢)(8).

BB&T has proposed to conduct its underwriting and
dealing activities in bank-ineligible securities in accor-
dance with the framework of prudential limitations estab-
lished by the Board in the Section 20 Orders. After con-
cluding that a narrower set of restrictions is fully consistent
with safety and soundness, should improve the operating
efficiencies of section 20 subsidiaries, and should increase
options for customers of section 20 subsidiaries, the Board
recently modified the prudential limitations it had estab-
lished in the Section 20 Orders.” The Board’s action in this
case is conditioned on compliance by BB&T and its sub-
sidiaries, including Company, with the prudential limita-
tions established in the Section 20 Orders, as recently
revised. As noted above, BB&T and Company also will
conduct the other proposed activities in accordance with
the limitations set forth in Regulation Y, and the Board’s
orders and interpretations relating to each of these activi-
ties.

As part of its evaluation of the proper incident to bank-
ing factors, the Board also considers the financial and
managerial resources of the notificant and its subsidiaries
and the effect the transaction would have on such resourc-
es.® The Board has reviewed the capitalization of BB&T
and Company in accordance with the standards set forth in
the Section 20 Orders and finds the capitalization of each
to be consistent with the approval. The determination about
the capitalization of Company is based on all the facts of
record, including BB&T's projections of the volume of
Company’s underwriting and dealing activities in bank-
ineligible securities.

On the basis of its supervisory experience with BB&T,
the results of a recent infrastructure review of Company,
the commitments provided in this case, and the proposed
management of Company, the Board has determined that
BB&T and Company have established policies and proce-
dures to ensure compliance with this order and the Section
20 Orders, including computer, audit, and accounting sys-
tems. internal risk management controls, and the necessary
operational and managerial infrastructure. The Board also
has reviewed other aspects of the managerial resources of
the entities involved in the proposal, including the ex-
pected effect of the proposal on such resources. On the
basis of the foregoing and all the facts of record, the Board
has concluded that financial and managerial considerations
are consistent with approval of the proposal.

The Board also has carefully considered the competitive
effects of this proposal. BB&T operates a subsidiary that
competes with Company. The markets for the nonbanking
services offered by BB&T and Company are unconcen-
trated, and there are numerous providers of the nonbanking
services that BB&T and Company offer. As a result, con-
summation of this proposal would have a de minimis effect
on competition for these services, and the Board has con-

7. See Amendments to Restrictions in the Board’s Section 20 Or-
ders, 62 Federal Register 45295 (1997).
8. See 12 C.F.R. 225.26.
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cluded that the proposal would not result in a significantly
adverse effect on competition in any relevant market.

The Board expects that the proposed acquisition would
provide added convenience to customers of both BB&T
and Company and lead to improved methods of meeting
customer financing needs. BB&T notes that the proposed
acquisition would give Company greater access to capital
and enhanced marketing and administrative support that
would make Company a stronger competitor. Additionally,
following consummation of the proposed acquisition,
BB&T would be able ta offer to its customers the under-
writing and dealing services of Company.

Based on all the facts of record, the Board has deter-
mined that consummation of the proposal by BB&T can
reasonably be expected to produce public benefits. Under
the framework and conditions established in this order and
the Section 20 Orders (as revised), and based on all the
facts of record, the Board concludes that Company’s pro-
posed underwriting and dealing activities in bank-ineligible
securities are not likely to result in significantly adverse
effects that would outweigh the public benefits. Similarly,
the Board finds no evidence that Company’s proposed
riskless principal, private placement, and other nonbanking
activities—conducted under the framework and conditions
established in this order and Regulation Y— would likely
result in any significantly adverse effects, such as undue
concentration of resources, decreased or unfair competi-
tion, conflicts of interests, or unsound banking practices.
that would outweigh the public benefits of the proposal.
Accordingly, the Board has determined that performance
of the proposed activities by BB&T are a proper incident to
banking for purposes of section 4(c)(8) of the BHC Act.

Conclusion

On the basis of all the facts of record, including all the
commitments and representations made by BB&T, the
Board has determined to, and hereby does, approve this
notice subject to all the terms and conditions discussed in
this order and in the Section 20 Orders, as modified by the
Modification Orders. The Board’s approval of this pro-
posal extends only to activities conducted within the limita-
tions of those orders and this order. including the Board’s
reservation of authority to establish additional limitations
to ensure that Company’s activities are consistent with
safety and soundness, avoiding conflicts of interests, and
other relevant considerations under the BHC Act. Under-
writing and dealing in any manner other than as approved
in this order and the Section 20 Orders, as modified by the
Modification Orders, is not within the scope of the Board’s
approval and is not authorized for Company.

The Board’s determination also is subject to all the terms
and conditions set forth in Regulation Y, including those in
sections 225.7 and 225.25(¢c) (12 C.FR. 225.7 and
225.25(c)), and to the Board’s authority to require modifi-
cation or termination of the activities of a bank holding
company or any of its subsidiaries as the Board finds
necessary to assure compliance with and to prevent eva-
sion of the provisions of the BHC Act and the Board’s

regulations and orders issued thereunder. The Board’s deci-
sion specifically is conditioned on BB&T's compliance
with all the commitments made in connection with this
notice, including the commitments discussed in this order
and the conditions set forth in the Board regulations and
orders noted above. The commitments and conditions shall
be deemed to be conditions imposed in writing by the
Board in connection with its findings and decisions. and
may be enforced in proceedings under applicable law.

This transaction shall not be consummated later than
three months after the effective date of this order unless
such period is extended for good cause by the Board or by
the Federal Reserve Bank of Richmond. acting pursuant to
delegated authority.

By order of the Board of Governors, effective Septem-
ber 17, 1997,

Voting for this action: Chairman Greenspan, Vice Chair Rivlin, and
Governors Kelley and Phillips. Absent and not voting: Governor
Meyer.

JENNIFER ]. JOHNSON
Deputy Secretary of the Board

KeyCorp
Cleveland, Ohio

Order Approving Notice to Engage in Underwriting and
Dealing in All Types of Debt and Equity Securities on a
Limited Basis and Certain Other Nonbanking Activities

KeyCorp, Cleveland, Ohio (“KeyCorp™), a bank holding
company within the meaning of the Bank Holding Com-
pany Act (“BHC Act”). has requested the Board's ap-
proval under section 4(c)(8) of the BHC Act (12 U.S.C.
§ 1843(c)(8)) and section 225.24 of the Board’s Regula-
tion Y (12 C.FR. 225.24) to engage in the following
nonbanking activities through its wholly owned subsidiary,
Key Capital Markets, Inc., Cleveland. Ohio (“KCMI™):
(1) Underwriting and dealing in, to a limited extent. all
types of debt and equity securities except ownership
interests in open-end investment companies;
(2) Providing investment and financial advice, as de-
scribed in section 225.28(b)(6) of Regulation Y
(12 C.ER. 225.28(b)(6));
(3) Conducting securities brokerage activities, buying
and selling all types of securities on the order of custom-
ers as a ‘‘riskless principal,” acting as agent in the
private placement of all types of securities, acting 45 a
futures commission merchant in the execution, clear-
ance, and execution and clearance of futures contracts
and options on futures contracts, and providing other
transactional services, all as described in section
225.28(b)(7) of Regulation Y (12 C.ER. 225.28(b)(7)):
and
(4) Underwriting and dealing in government obligations
and money market instruments, engaging in investing
and trading activities, and buying and selling bullion and
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related activities, all as described in section 225.28(b)(8)
of Regulation Y (12 C.ER. 225.28(b)(8).

KeyCorp seeks approval for KCMI to conduct the activi-
ties listed above worldwide.

Notice of the proposal. affording interested persons an
opportunity to submit comments, has been published
(62 Federal Register 38,308 and 40,088 (1997)). The time
for filing comments has expired, and the Board has consid-
ered the notice and all comments received in light of the
factors set forth in section 4(c)(8) of the BHC Act.

KeyCorp, with total consolidated assets of approxi-
mately $68 billion, is the 14th largest commercial banking
organization in the United States.! KeyCorp operates sub-
sidiary banks in 14 states. and engages in a broad range of
permissible nonbanking activities through its subsidiaries.
KCMI currently engages in limited underwriting and deal-
ing in bank-ineligible securities? as permitted under sec-
tion 20 of the Glass—Steagall Act (12 US.C. § 377).°
KCMI is. and will continue to be, registered as a broker-
dealer with the Securities and Exchange Commission
(“SEC”) under the Securities Exchange Act of 1934
(15 U.S.C. § 78a et seq.) and is a member of the National
Association of Securities Dealers, Inc. (“NASD”). KCMI,
therefore, is subject to the recordkeeping and reporting
obligations, fiduciary standards. and other requirements of
the Securities Exchange Act of 1934, the SEC, and the
NASD.

Underwriting and Dealing in Bank-Ineligible Securities

The Board has determined that, subject to the prudential
framework of limitations established in previous decisions
to address the potential for unsound banking practices or
other adverse effects, the proposed activities of underwrit-
ing and dealing in bank-ineligible securities are so closely
related to banking as to be proper incidents thereto within
the meaning of section 4(¢)(8) of the BHC Act.*

L. Asset and ranking data are as of March 31, 1997.

2. As used in this order, “bank-ineligible securities” refers to all
types of debt and equity securities that a national bank may not
underwrite or deal in directly under section 16 of the Glass—Steagall
Act (12 US.C. § 24(7)).

3. KCMI has authority to underwrite and deal in, to a limited extent,
certain municipal revenue bonds, 1-4 family mortgage-related securi-
ties. commercial paper, and consumer-receivable-related securities.
See KeyCorp, 82 Federal Reserve Bulletin 359 (1996).

4. See Canadian Imperial Bank of Commerce. et al., 76 Federal
Reserve Bulletin 158 (1990): J.P. Morgan & Co., Incorporated, et al..
75 Federal Reserve Bulletin 192 (1989, aff'd sub nom. Securities
Industrics Ass’n v. Board of Governors of the Federal Reserve System,
900 F.2d 360 (D.C. Cir. 1990); Citicorp, et al., 13 Federal Reserve
Bulletin 413 (1987), aff’d sub nom. Securities Industry Ass'n v. Board
of Governors of the Federal Reserve System, 839 F.2d 47 (2d Cir.
1988). cert. den.. 486 U.S. 1059 (1988); as modified by Review of
Restrictions on Director, Officer and Employee Interlocks, Cross-
Marketing Activities. und the Purchase and Sale of Financial Assets
Between a Section 20 Subsidiaiv and an Affiliated Bank or Thrift. 61
Federal Register 57,679 (1996). and Amendments to Restrictions in
the Board’s Section 20 Orders, 62 Federal Register 45,295 (1997)
(collectively, “Section 20} Orders’).

The Board also has determined that the conduct of the
proposed activities is consistent with section 20 of the
Glass—Steagall Act, provided that the company engaged in
the underwriting and dealing activities derives no more
than 25 percent of its gross revenues from underwriting
and dealing in bank-ineligible securities over a two-year
period.> KeyCorp has committed that KCMI will conduct
its underwriting and dealing activities in bank-ineligible
securities subject to this revenue limit.

Other Activities Approved by Regulation

As noted above, KeyCorp proposes to engage in providing
investment and financial advice, agency transactional ser-
vices for customer investments, and investment and trading
services. The Board previously has determined by regula-
tion that each of the proposed activities is closely related to
banking for purposes of section 4(c)(8) of the BHC Act.”

Proper Incident to Banking Standard

To approve this notice, the Board also must consider
whether performance of the proposed activities is a proper
incident to banking, that is, whether the proposed activities
“can reasonably be expected to produce benefits to the
public . . . that outweigh possible adverse effects, such as
undue concentration of resources, decreased or unfair com-
petition, conflicts of interests, or unsound banking practic-
es.”® KeyCorp has proposed to conduct its underwriting
and dealing activities in accordance with the framework of
prudential limitations established by the Board in the Sec-
tion 20 Orders to address potential adverse effects. The
Board recently modified several of the prudential limita-
tions established in the Section 20 Orders (**Section 20
firewalls™) after concluding that a narrower set of restric-
tions is fully consistent with safety and soundness, should
improve the operating efficiencies of section 20 subsidiar-
ies, and increases options for customers of section 20
subsidiaries.” The Board's action in this case is based on
compliance by KeyCorp and its subsidiaries, including
KCMI, with the prudential limitations established by the

5. See Section 20 Orders. Compliance with the revenue limitation
shall be calculated in accordance with the method stated in the Section
20 Orders. as modified by Order Approving Modifications to the
Section 20 Orders, 75 Federal Reserve Bulletin 751 (1989) and
10 Percent Revenue Limit on Bank-Ineligible Activities of Subsidiaries
of Bank Holding Companies Engaged in Underwriting and Dealing in
Securities, 61 Federal Register 48,953 (1996) and Revenue Limit on
Bank-Ineligible Activities of Subsidiaries of Bank Holding Companies
Engaged in Underwriting and Dealing in Securities, 61 Federal
Register 68,750 (1996) (collectively ““Moadification Orders™).

6. KCMI! may provide services that are necessary incidents to the
proposed underwriting and dealing activities. Unless KCMI receives
specific approval under section 4(c)(8) of the BHC Act to provide the
activities independently, any revenues from the incidental activities
must be treated as ineligible revenues that are subject to the revenue
limit.

7. See 12 C.ER. 225.28(b)(6). (7)., and (8).

8. 12US.C. § 1843(c)8).

9. See Amendments 1o Restrictions in the Board’s Section 20 Or-
ders, 62 Federal Register 45,295 (1997).
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Board in the Section 20 Orders. as recently revised by the
Board.'"" KeyCorp and KCMI also will conduct the pro-
posed activities in accordance with the limitations set forth
in Regulation Y and the Board’s orders and interpretations
relating to each of the activities.

As part of its evaluation of these factors, the Board also
considers the financial condition and managerial resources
of the notificant and its subsidiaries and the effect the
transaction would have on such resources.!! The Board has
reviewed the capitalization of KeyCorp and KCMI in ac-
cordance with the standards set forth in the Section 20
Orders and finds the capitalization of each to be consistent
with approval. With respect to KCMI, this determination is
based on all the facts of record. including KeyCorp's
projections of the volume of KCMI’s underwriting and
dealing activities in bank-ineligible securities. On the basis
of all the facts of record, including the foregoing, the
Board concludes that financial considerations are consis-
tent with approval of the notice.

The Board also has considered the managerial resources
of KeyCorp and its subsidiaries in light of all the facts of
record, including comments from Inner City Press/
Community on the Move (“ICP”) contending that KCMI
should not be permitted to expand its section 20 activities
until it has gained additional experience in operating under
its current section 20 powers and further demonstrated its
operational and compliance capabilities.'” The facts also
include KCMI's record of satisfactory operations to date as
reflected in supervisory reports of examination and the
results of a recent infrastructure review of KCMI per-
formed by the Federal Reserve Bank of Cleveland (Re-

{0). The Board's order authorizes KeyCorp to use the revised
Section 20 firewalls on consummation of the proposal.

I1. See 12 C.FR. 225.24. See also The Fuji Bunk, Limired. 75
Federal Reserve Bulletin 94 (1989). Baverische Vereinsbank AG, 73
Federal Reserve Bulletin 155 (1987).

12. ICP also asserts that KeyCorp operates its nonbank lending
subsidiaries pursuant to a strategy to illegally “steer™ low- and
moderate-income and minority borrowers to higher interest rate loans.
which ICP alleges would reflect adversely on managerial consider-
ations. ICP has provided no facts, however. to show violations of fair
lending laws. The Board notes. moreover. that examiners found no
evidence of illegal discrimination or other practices that discourage
applications for credit on a prohibited basis at the most recent exami-
nations that considered fair lending law compliance at KeyCorp's
subsidiary banks. KevCorp's subsidiary hanks account for a substan-
tial majority of the organization’s total consolidated assets, total
consolidated net income. and total consolidated loans. KeyCorp’s
nonbank lending subsidiaries, on the other hand, account for less than
I percent of its total consolidated net income and consolidated loans,
and less than 5 percent of its total consolidated assets. The Board has
broad supervisory authority under the banking laws to require bank
holding companies and their nonbank subsidiaries to comply with all
applicable laws in the event that facts or an examination show that
KeyCorp's nonbank lending subsidiaries are not in compliance with
fair lending laws.

ICP also maintains that KeyCorp’s subsidiary banks have an inade-
quate record of complying with laws and regulations, including the
reporting requirements of the Home Mortgage Disclosure Act
(12 U.S.C. 2801 et seq.). The Board previously has considered these
allegations. See KevCorp, 82 Federal Reserve Bulletin 9346 (1996)
(KeyCarp Order™). the relevant portions of which are incorporated
herein by reference.

serve Bank™) in connection with the notice. The infrastruc-
ture review considered the operational and managerial
infrastructure ot KeyCorp and KCMI for underwriting and
dealing in all types of debt securities, including computer,
audit, and accounting systems and internal risk manage-
ment controls. The Board has determined on the basis of
the infrastructure review that KeyCorp and KCMI have
established policies and procedures to ensure compliance
with the Section 20 firewalls and other requirements ot this
order and the Section 20 Orders for underwriting and
dealing in debt securities. As discussed below, a satisfac-
tory infrastructure review of KeyCorp and KCMI related to
underwriting and dealing in all types of equity securities
must be completed before KCMI may engage in these
activities.

Based on all the facts of record, including ICP’s com-
ments, and for the reasons discussed above. and subject to
the completion of a satisfactory infrastructure review of
KeyCorp and KCMI related to underwriting and dealing in
all types of equity securities, the Board concludes that
considerations relating to the managerial resources of Key-
Corp and its subsidiaries, including KCMI, are consistent
with approval of the proposal.'*

The Board expects that the expansion of the underwrit-
ing and dealing services to be provided by KCMI under the
proposal would provide added convenience to KeyCorp's
customers, lead to improved methods of meeting custom-
ers’ financing needs, and increase the level of competition
among existing providers of these services. In addition,
there are public benefits to be derived from permitting
bank holding companies to engage in potentially profitable
activities when those activities are consistent, as in this

13. ICP also raises issues related to KeyCorp's record of perfor-
mance under the Community Reinvestment Act (12 US.C. 2901
et seq.) ("CRA™). ICP cites the number of branches of KeyCorp’s
subsidiary banks that have been closed or are projected to be closed.
The Board previously has determined, however. that the CRA by its
terms does not apply in applications by bank holding companies to
acquire nonbank subsidiaries like KCMI that are not insured deposi-
tory institutions. See The Mitsui Bank. Limited. 76 Federal Reserve
Bulletin 381 (1990). Contrary to ICP’s contentions, CRA factors,
including branch closings. will be considered only in applications to
acquire an insured depository institution under sections 3 or 4 of the
BHC Act. consistent with the Board's statement in the KeyCorp
Order.

ICP also maintains that the recent acquisition of Champion Mort-
gage Company (“Champion™) by KeyBank USA, National Associa-
tion (“KeyBank USA™). raises adverse CRA performance and con-
sumer law compliance issues, and that KeyBank USA was improperly
designated by the Office of the Comptroller of the Currency (“OCC™)
as a “limited purpose™ institution for purposes of evaluating the
bank’s CRA compliance. ICP also contends that KeyCorp did not
provide ICP with information on the approval process for the Cham-
pion acquisition or on branch closings by its lead subsidiary bank,
KeyBank National Association. The Board has provided a copy of
ICP’s comments to the OCC for consideration. KeyBank USAs
acquisition of Champion. which engages in lending activities that a
national bank is authorized to engage in under the National Bank Act
(12 US.C. § 24(7). was consistent with the Board's Regulation Y
and did not require prior Board approval. Sec 12 C.ER. 225.22(e)(1).
As previously discussed. furthermore. branch closings are not relevant
to the proposal under cansideration by the Board.
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case, with the relevant considerations under the BHC Act.
As noted above, KeyCorp has committed that KCMI will
conduct its bank-ineligible securities underwriting and
dealing activities in accordance with the prudential frame-
work established by the Board’s Section 20 Orders. Under
the framework and conditions established in this order and
the Section 20 Orders, the Board concludes that KCMI's
proposed limited conduct of underwriting and dealing in
bank-ineligible securities is not likely to result in signifi-
cantly adverse effects, such as undue concentration of
resources, decreased or unfair competition. conflicts of
interests. or unsound banking practices that would out-
weigh the public benefits. Similarly, the Board finds no
evidence that KCMI’s proposal to provide investment and
financial advice, agency transactional services for cus-
tomer investments, and investment and trading services
would likely result in any significantly adverse effects that
would outweigh the public benefits of the proposal. Ac-
cordingly, the Board has determined that performance of
the proposed activities by KeyCorp can reasonably be
expected to produce public benefits that outweigh possible
adverse effects under the proper incident to banking stan-
dard of section 4(c}8) of the BHC Act.

For the reasons set forth in this order, the Section 20
Orders, and the Modification Orders, the Board has con-
cluded that KeyCorp’s proposal to engage through KCM1
in the proposed activities is consistent with the Glass—
Steagall Act and that the proposed activities are so closely
related to banking as to be proper incidents thereto within
the meaning of section 4(c)(8) of the BHC Act, provided
that KeyCorp limits KCMI’s activities as specified in this
order. the Section 20 Orders, and the Modification Orders.

Based on the foregoing and all other facts of record, the
Board has determined to, and hereby does, approve this
notice subject to all terms and conditions discussed in this
order. the Section 20 Orders and the Modification Orders.
The Board’s approval of the proposal extends only to
activities conducted within the limitations of this order and
those orders, including the Board’s reservation of authority
to establish additional limitations to ensure that KCMI's
activities are consistent with safety and soundness, avoid-
ance of conflicts of interests, and other relevant consider-
ations under the BHC Act. Underwriting and dealing in
any manner other than as approved in this order, the
Section 20 Orders, and the Modification Orders is not
authorized for KCMI.

The Board’s approval of the proposed underwriting and
dealing in all types of equity securities is conditioned on a
future determination by the Board that KeyCorp and KCMI
have established policies and procedures for equity under-
writing and dealing to ensure compliance with the require-
ments of this order, the Section 20 Orders, and the Modifi-
cation Orders, including computer, audit, and accounting
systems, internal risk management controls, and the neces-
sary operational and managerial infrastructure. After notifi-
cation by the Board that this condition has been satisfied,
KCMI may commence the proposed equity underwriting
and dealing activities, subject to the other conditions of this
order, the Section 20 Orders, and the Modification Orders.

The Board’s determination is subject to all the terms and
conditions set forth in Regulation Y, including those in
sections 225.7 and 225.25(c) of Regulation Y (12 C.ER.
2257 and 225.25(c)), and to the Board’s authority 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 ensure compliance with, and
prevent evasion of, the provisions of the BHC Act and the
Board’s regulations and orders issued thereunder. In ap-
proving the proposal, the Board has relied on all the facts
of record and all the representations and commitments
made by KeyCorp in connection with the proposal, and the
Board’s determination is specifically conditioned thereon.
These commitments and conditions are deemed to be con-
ditions imposed in writing by the Board in connection with
its findings and decisions, and, as such, may be enforced in
proceedings under applicable law.

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

By order of the Board of Governors, effective Septem-
ber 8, 1997.

Voting for this action: Chairman Greenspan and Governors Kelley.
Phillips, and Meyer. Absent and not voting: Vice Chair Rivlin.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

NationsBank Corporation
Charlotte, North Carolina

Order Approving Notice to Engage in Certain
Nonbanking Activities

NationsBank Corporation, Charlotte. North Carolina (“Na-
tionsBank”), a bank holding company within the meaning
of the Bank Holding Company Act (“BHC Act”), has
requested the Board’s approval under section 4(c}(8) of the
BHC Act (12 U.S.C. § 1843(c)8)) and section 225.24 of
the Board’s Regulation Y (12 C.ER. 225.24) to acquire all
the assets and assume all the liabilities of two related
companies, Montgomery Securities and The Pyramid Com-
pany, both of San Francisco, California (together, “Mont-
gomery’’).! NationsBank would thereby engage in the fol-
lowing activities:

(1) Underwriting and dealing, to a limited extent. in all

types of debt and equity securities, other than ownership

interests in open-end investment companies;

1. The acquisition would be structured as a simultaneous merger of
Montgomery Securities and The Pyramid Company into Acquisition
Co., a newly created, wholly owned subsidiary of NationsBank.
Immediately following the acquisition, Acquisition Co. would be
merged with and into NationsBanc Capital Markets, Inc., Charlotte,
North Carolina (“NCMI™).
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(2) Underwriting and dealing in government obligations
and money market instruments in which state member
banks may underwrite and deal under 12 US.C. §§ 335
and 24(7) (*‘bank-eligible securities™), pursuant to sec-
tion 225.28(b)(8)(i) of Regulation Y (12 C.ER.
225.28(bX8)(1));

(3) Providing financial and investment advisory ser-
vices, pursuant to section 225.28(b)(6) of Regulation Y
(12 C.ER. 225.28(b)(6)); and

(4) Providing securities brokerage, private placement,
and riskless principal services, pursuant to section
225.25(b¥7)(Q), (i1), and (iii) of Regulation Y (12 C.F.R.
225.25(b)(7)(i). (ii), and (iii)).

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published (62
Federal Register 39,243 (1997)). The time for filing com-
ments has expired, and the Board has considered the notice
and all comments received in light of the factors set forth
in section 4(¢c)}8) of the BHC Act.

NationsBank, with total consolidated assets of
$239 billion, is the fourth largest commercial banking
organization in the United States.? NationsBank operates
bank subsidiaries in 17 states and the District of Columbia.
NationsBank also engages through its subsidiaries in a
broad range of permissible nonbanking activities. Mont-
gomery, with total consolidated assets of $2.5 billion,
engages in investment advisory, securities brokerage, secu-
rities underwriting. and related activities.

NationsBank proposes to merge Montgomery with and
into NCMI, a subsidiary of NationsBank that engages in a
wide range of securities activities, including engaging to a
limited extent in underwriting and dealing in all types of
debt and equity securities in which a state member bank
may not underwrite or deal (“bank-ineligible securities™).?
Following consummation, NCMI would be renamed
NationsBanc Montgomery Securities, Inc. (“NMSI”).
NCMI is, and NMSI would continue to be, a broker-dealer
registered with the Securities and Exchange Commission
(“SEC”) and a member of the National Association of
Securities Dealers, Inc. (""NASD™). Accordingly, NCMI is,
and NMSI would remain. subject to the recordkeeping and
reporting obligations. fiduciary standards, and other re-
quirements of the Securities Exchange Act of 1934
(15 U.S.C. § 78a et seq.), the SEC, and the NASD.

Activities Previously Approved by the Board

The Board previously has determined by order or regula-
tion that the activities NationsBank proposes to conduct
after its acquisition of Montgomery are closely related to
banking within the meaning of section 4(c)(8) of the BHC
Act, and the Board previously has authorized NationsBank

2. Asset and ranking data are as of March 31, 1957,
3. See NationsBank Corporation, 719 Federal Reserve Bulletin 892
(1993) (**NationsBank Order™).

to engage in each of the activities.* NationsBank would
continue to conduct the activities in accordance with the
NationsBank Order, Regulation Y, and the relevant Board
interpretations and orders pertaining to each of the activi-
ties.

As noted above, NationsBank engages, through NCMI.
in limited underwriting and dealing activities that the Board
previously has determined to be permissible under section
20 of the Glass—Steagall Act (12 U.S.C. § 377). Montgom-
ery also is engaged in underwriting and dealing activities.
The Board has concluded that conduct of the proposed
activities is consistent with section 20,5 provided that
NMSI derives no more than 25 percent of its gross reve-
nues from underwriting and dealing in bank-ineligible se-
curities over a two-year period.® NationsBank has commit-
ted that, following the acquisition of Montgomery, NMSI
will continue to conduct its bank-ineligible underwriting
and dealing activities subject to the 25-percent revenue
limitation and the prudential limitations previously estab-
lished by the Board with respect to bank-ineligible securi-
ties underwriting and dealing.”

4. See NationsBank Order.

5. See J.P. Morgan & Co. Incorporated, et al., 75 Federal Reserve
Bulletin 192 (1989), aff’d sub nom. Securities Industries Ass'n v.
Board of Governors of the Federal Reserve System, 900 E.2d 360
(D.C. Cir. 1990): Citicorp, et al.. 713 Federal Reserve Bulletin 473
(1987), aff'd sub nom. Securities Industrv Ass'n v. Board of Gover-
nors of the Federal Reserve Svstem, 839 F.2d 47 (2d Cir. 1988), cert.
den., 486 U.S. 1059 (1988): as modified by Review of Restrictions on
Director, Officer and Employee Interlocks, Cross-Marketing Activities,
and the Purchase and Sale of Financial Assets Between a Section 20
Subsidiary and an Affiliated Bank or Thrift, 61 Federal Register
57,679 (1996). and Amendments to the Restrictions in the Board's
Section 20 Orders, 62 Federal Register 45.295 (1997) (coliectively,
“Section 20 Orders™).

6. See Section 20 Orders. Effective March 6. 1997, the Board
increased from 10 to 25 percent the amount of total revenue that a
section 20 subsidiary may derive from underwriting and dealing in
bank-ineligible securities. Revenue Limit on Bank-Ineligible Activities
of Subsidiaries of Bank Holding Companies Engaged in Underwriting
and Dealing in Securities, 61 Federal Register 68,750 (1996). Com-
pliance with the revenue limitation shall be calculated in accordance
with the method stated in the Section 20 Orders. as modified by the
Order Approving Modifications to the Section 20 Orders. 15 Federal
Reserve Bulletin 751 (1989), and 10 Percent Revenue Limit on Bank-
Ineligible Activities of Subsidiaries of Bunk Holding Companies En-
gage in Underwriting and Dealing in Securities, 61 Federal Register
48,953 (1996) (collectively, “*‘Modification Orders” ).

7. Effective October 27, 1997, the Board substantially revised the
prudential limitations with respect to bank-ineligible securities under-
writing and dealing. See Amendments to Restrictions in the Board’s
Section 20 Orders, 62 Federal Register 45,295 (1997). NationsBank
has committed that NMST will conduct its bank-ineligible underwrit-
ing and dealing activities subject to the Board's new operating stan-
dards on the effective date.

NMSI may provide services that are necessary incidents to the
proposed underwriting and dealing activities. Unless NMSI receives
specific approval under section 4(c)(8) of the BHC Act to conduct the
activities independently. any revenues from the incidental activities
must be treated as ineligible revenues subject to the Board’s revenue
limitation.
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Financial Factors, Managerial Resources, and Other
Considerations

In order to approve this notice, the Board also must con-
sider whether performance of the proposed activities is a
proper incident to banking, that is, whether the activities
proposed ““can reasonably be expected to produce benefits
to the public . . . that outweigh possible adverse effects,
such as undue concentration of resources, decreased or
unfair competition, conflicts of interests, or unsound bank-
ing practices.”® As part of its evaluation of these factors,
the Board considers the financial condition and managerial
resources of the notificant and its subsidiaries and the effect
the transaction would have on such resources.” The review
has included supervisory reports of examination assessing
the financial and managerial resources of the organizations
and pro forma financial information provided by Na-
tionsBank.

Financial and Managerial Resources. In considering the
financial resources of the notificant, the Board has re-
viewed the capitalization of NationsBank and NMSI in
accordance with the standards set forth in the Section 20
Orders. The Board finds the capitalization of each to be
consistent with approval of the proposal. With respect to
NMSI, the Board's determination is based on all the facts
of record, including NationsBank’s projections of the vol-
ume of NMSI's underwriting and dealing activities in
bank-ineligible securities.

The Board also has reviewed the managenial resources
of each of the entities involved in this proposal. As part of
that review, the Board has carefully examined comments
submitted by Inner City Press/Community on the Move
and the New Mexico Alliance (*‘Protestants™). Protestants
raise concerns regarding the managerial resources of Na-
tionsBank, Montgomery, and NCMI, and contend that the
proposed acquisition would have adverse competitive ef-
fects on the markets currently served by Montgomery and
NCMILI. Protestants further raise concerns regarding certain
adverse effects that they allege have arisen from the con-
summation of NationsBank's acquisition of Boatmen's
Bancshares, Inc., St. Louis, Missouri (‘‘Boatmens”), which
the Board approved on December 16, 1996.10

Protestants’ concerns about the managerial resources of
NationsBank and Montgomery include concerns arising
out of litigation involving the two parties,!’ alleged adverse

8. 12US.C. § 1843(cK8B).

9. See 12 CFR. 225.26.

10. See NationsBank Corporation, 83 Federal Reserve Bulletin 148
(1997).

11. Protestants cite:

(@) An administrative complaint filed by the Department of Labor

(“DOL”) alleging that NationsBank engaged in discriminatory

hiring practices in Charlotte, North Carolina, in 1993;

(b) Two settled class-action lawsuits against NationsBank in which

allegations of improper sales practices of nondeposit investment

products were raised; and

(c) A class-action lawsuit settled by Montgomery involving allega-

tions of price fixing and other impermissible market-making activi-

ties.

effects of NationsBank’s acquisition of Boatmens,2 and
published articles about NationsBank’s underwriting and
dealing activities. The Board has considered this informa-
tion in light of examination reports, supervisory informa-
tion, and its supervisory experience with NationsBank and
NCMI. The Board also has considered that NationsBank
has established policies and procedures to ensure compli-
ance with this order and the Section 20 Orders, including
computer, audit, and account systems, internal risk man-
agement controls, and the necessary operational and mana-
gerial infrastructure. On the basis of these and all the facts
of record — including the Board’s review of the manage-
rial resources of the entities. the commitments provided in
this case, and the proposed managerial structure and risk
management systems of NMSI — the Board has concluded
that financial and managerial considerations are consistent
with approval of the notice.

Competitive Effects. The Board has caretully considered
the competitive effects of the proposed acquisition.
NationsBank operates certain nonbanking subsidiaries, in-
cluding NCMI, that compete with Montgomery. Protes-
tants are concerned that the transaction will reduce compe-
tition because NationsBank has stated that NCMI1 and
Montgomery offer their services to the same customers.
NationsBank represents that there are few overlaps in the
services provided by NationsBank and Montgomery to
those customers. NationsBank states that Montgomery spe-
cializes in underwriting and trading equity securities, while
NationsBank’s securities business is focused almost exclu-
sively on underwriting debt securities. To the extent that
NationsBank and Montgomery offer different products, the
proposed acquisition would result in no loss of competi-
tion.

There are some overlaps in the securities brokerage,
underwriting and dealing, and financial advisory products
that NationsBank and Montgomery offer. In those markets
in which Montgomery's and NationsBank’s product offer-

The Board has carefully reviewed Protestants’ comments in light of
all the facts of record. including confidential information received
from the DOL. The Board notes that none of the actions cited by
Protestants has resulted in adjudications of wrongdoing on the part of
NationsBank or Montgomery. The DOL administrative case is at a
preliminary stage, and NationsBank has not yet responded to the
allegations, and each of the class actions cited by Protestants were
settled without determinations of wrongdoing.

12. Protestants raise concerns about various alleged adverse effects
of NationsBank’s acquisition of Boatmens and NationsBank's tair
lending record. Protestants allege that the effects of NationsBank's
acquisition of Boatmens differ from the expected effects that Na-
tionsBank’s management presented to the Board when it sought
approval for the acquisition. There is no evidence that NationsBank's
management misrepresented the probable effects of the Boatmens
transaction or that the Boatmens transaction will not result in the
public benefits that the Board reasonably expected when it approved
the transaction. In raising these concerns, Protestants have largely
reiterated allegations that the Board carefully considered when it
approved the acquisition of Boatmens by NationsBank. See Na-
tionsBank Corporation, 83 Federal Reserve Bullerin 148 (1997).
Under the Board’s Rules of Procedure. Protestants may not now seek
a reconsideration of the Board's determination in that case. See
12 C.ER. 262.3(k).
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ings do overlap, there are numerous existing and potential
competitors. Consummation of the proposal, therefore,
would have a de minimis effect on competition in the
market for these services, and the Board has concluded that
the proposal would not result in any significantly adverse
competitive effects in any relevant market.

Public Benefirs. The Board expects that the proposed
acquisition would provide added convenience to customers
of both NationsBank and Montgomery and lead to im-
proved methods of meeting customer financing needs.
NationsBank has indicated that the acquisition would ex-
pand the range of products and services available to both
its customers and those of Montgomery. Following con-
summation of the proposed acquisition, NationsBank’s
customers would have better access to equity financing, in
which Montgomery specializes, and Montgomery’s cus-
tomers would have better access to debt financing and the
risk management products now oftered by NCML1.

Based on all the facts of record, the Board has deter-
mined that performance of the proposed activities by
NationsBank can reasonably be expected to produce public
benefits. As noted above, NationsBank has committed that
NMSI will conduct its bank-ineligible securities underwrit-
ing and dealing activities in accordance with the prudential
framework established by the Board's Section 20 Orders.
Under the framework and conditions established in this
order and the Section 20 Orders, and based on all the facts
of record, including Protestants’ comments, the Board con-
cludes that NMSI's proposed underwriting and dealing
activities in bank-ineligible securities are not likely to
result in significantly adverse effects that would outweigh
the public benefits. Similarly. the Board finds no evidence
that NMSU’s proposed riskless principal, private place-
ment. and other nonbanking activities—conducted under
the framework and conditions established in this order and
Regulation Y—would likely result in any significantly
adverse effects, such as undue concentration of resources,
decreased or unfair competition, conflicts of interests, or
unsound banking practices, that would outweigh the public
benefits of the proposal. Accordingly, the Board has deter-
mined that performance of the proposed activities by
NationsBank is a proper incident to banking for purposes
of section 4(c)(8) of the BHC Act.

Conclusion

On the basis of all the facts of record, the Board has
determined that the notice should be, and hereby is, ap-
proved, subject to all the terms and conditions in this order
and the Section 20 Orders, as modified by the Modification
Orders.'® The Board’s approval of the proposal extends
only to activities conducted within the limitations of those

13. Protestants have requested a hearing or a public meeting on the
proposal. Section 4 of the BHC Act and the Board’s rules thereunder
provide for a hearing on an application to acquire a savings associa-
tion if there are disputed issues of material fact that cannot be resolved
in some aother manner. See 12 US.C. § [843(c)8). This case does not
involve the acquisition of a savings association.

orders and this order, including the Board’s reservation of
authority to establish additional limitations to ensure that
NMST’s activities are consistent with safety and soundness,
avoidance of conflicts of interests, and other relevant con-
siderations under the BHC Act. Underwriting and dealing
in any manner other than as approved in this order and the
Section 20 Orders (as modified by the Modification Or-
ders) is not within the scope of the Board’s approval and is
not authorized for NMSIL.

The Board’s determination is subject to all the terms and
conditions set forth in Regulation Y, including those in
sections 225.7 and 225.25(c) of Regulation Y (12 C.ER.
225.7 and 225.25(c)), and to the Board’s authority 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 ensure compliance with, and to
prevent evasion of, the provisions of the BHC Act and the
Board’s regulations and orders issued thereunder. The
Board’s decision is specifically conditioned on compliance
with all the commitments made in connection with this
notice, including the commitments discussed in this order,
and the conditions set forth in this order and the above-
noted Board regulations and orders. These commitments
and conditions are deemed to be conditions imposed in
writing by the Board in connection with its findings and
decision, and, as such, may be enforced in proceedings
under applicable law.

The proposal shall not be consummated later than three
months after the effective date of this order. unless such
period is extended for good cause by the Board or by the
Federal Reserve Bank of Richmond. acting pursuant to
delegated authority.

By order of the Board of Governors, effective Septem-
ber 10, 1997.

Voting for this action: Chairman Greenspan and Governors Kelley,
Phillips, and Meyer. Absent and not voting: Vice Chair Rivlin.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Under its rules, the Board may also, in its discretion, hold a public
hearing or meeting on an application or notice to clarify factual issues
related to the notice and to provide an opportunity for testimony, if
appropriate. See 12 C.ER. 262.3(e) and 262.25(d). The Board has
carefully considered Protestants’ request for a hearing in light of all
the facts of record. In the Board’s view. Protestants have had ample
opportunity to present their views, and they have submitted written
comments that have been carefully considered by the Board in acting
on the proposal. Protestants’ request fails to demonstrate why their
written presentations do not adequately present their evidence, allega-
tions, and views. For these reasons, and based on all the facts of
record, the Board has determined that a public hearing or meeting is
not required or warranted to clarify the factual record in the proposal,
or otherwise warranted in this case. Accordingly, the request for a
hearing on the proposal is hereby denied.
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Union Planters Corporation
Memphis, Tennessee

Order Approving Acquisition of a Savings Association

Union Planters Corporation, Memphis, Tennessee (“Union
Planters”), a bank holding company within the meaning of
the Bank Holding Company Act (“BHC Act™) has re-
quested the Board’s approval under section 4(c)(8) of the
BHC Act (12 US.C. § 1843(c)(8)) to acquire Magna
Bancorp, Inc. (“Magna”), and thereby acquire Magnolia
Federal Bank for Savings (“Savings Bank”), and Magna
Mortgage Company (“Magna Mortgage™), all of Hatties-
burg, Mississippi.! Magna Mortgage engages in originating
and servicing mortgage loans, pursuant to section
225.28(b)(1) of the Board’s Regulation Y (12 C.ER.
225.28(b)(1)), and in providing real estate appraisal and
inspection services, pursuant to section 225.28(b)(2) of
Regulation Y (12 C.F.R. 225.28(b)(2)).

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published (62
Federal Register 39,243 (1997)). The time for filing com-
ments has expired, and the Board has considered the notice
and all comments received in light of the factors set forth
in section 4(c)(8) of the BHC Act.

Union Planters, with total consolidated assets of approx-
imately $14.9 billion, is the 46th largest commercial bank-
ing organization in the United States, controlling less than
1 percent of total banking assets in the United States.?
Union Planters operates subsidiary banks in Alabama, Ar-
kansas, Kentucky, Louisiana, Mississippi, Missouri, and
Tennessee. Magna operates offices in Mississippi and Ala-
bama. On consummation, Union Planters would become
the third largest depository institution® in Mississippi, con-
trolling $2.8 billion in deposits, representing approxi-
mately 11.5 percent of total deposits in the state.* Union
Planters also would remain the tenth largest depository
institution in Alabama, controlling $542.7 million in depos-
its, representing approximately 1.2 percent of total deposits
in depository institutions in the state.’

1. Union Planters plans to merge Savings Bank with and into one of
Union Planters’s state-chartered subsidiary banks. The merger is
subject to the approval of the Federal Deposit Insurance Corporation
under section 18(c) of the Federal Deposit Insurance Act (12 US.C.
§ 1828(c)) (the *‘Bank Merger Act”).

2. All asset data are as of March 31, 1997. All deposit data are as of
June 30, 1996.

3. In this context, depository institutions include commercial banks.
savings banks, and savings associations.

4. In Mississippi, Union Planters currently is the fourth largest
depository institution, controlling total deposits of $2.1 billion, repre-
senting approximately 8.5 percent of total deposits in depository
institutions in that state, and Magna is the seventh largest depository
institution, controlling total deposits of $739.1 million. representing
approximately 3 percent of total deposits in depository institutions in
that state.

5. In Alabama, Union Planters currently is the tenth largest deposi-
tory institution, controlling 1o1al deposits of $418.7 million, represent-
ing less than 1 percent of total deposits in depository institutions in the
state, and Magna is the 34th largest depository institution in Alabama,

The Board previously has determined by regulation that
the operation of a savings association by a bank holding
company and the activities of extending credit, servicing
loans, and providing services related to extending credit
are closely related to banking for purposes of section
4(c)(8) of the BHC Act.¢ The Board requires that savings
associations acquired by a bank holding company conform
their direct and indirect activities to those permissible for a
bank holding company under section 4 of the BHC Act and
Regulation Y. Union Planters has committed that it will
conduct the proposed activities in accordance with the
Board’s regulations.

Competitive Considerations

In order to approve the proposal, the Board also must
determine that the performance of the proposed activities is
a proper incident to banking, that is, that the proposed
transaction ““can reasonably be expected to produce bene-
fits to the public . . . that outweigh possible adverse effects,
such as undue concentration of resources, decreased or
unfair competition, conflicts of interests, or unsound bank-
ing practices.”” As part of the Board’s evaluation of these
factors, the Board has carefully considered the competitive
effects of the proposed transaction.

Union Planters and Savings Bank compete directly in
nine banking markets, all in Mississippi. The Board has
carefully reviewed the competitive effects of the proposal
in those markets in light of all the facts of record, including
the number of competitors that would remain in the mar-
kets, the projected increase in the concentration of total
deposits in depository institutions in the markets (*‘market
deposits™).,? as measured by the Herfindahl-Hirschman
Index (“HHI”) under the Department of Justice Merger
Guidelines (“DOJ Guidelines’).° and commitments made

controlling $124 million in deposits. representing less than 1 percent
of total deposits in depository institutions in the state.

6. 12 C.F.R. 225.28(b)(4)(ii) (savings association) and 225.28(b)(1)
and (2) (extensions of credit and related activities).

7.12US.C. § 1843(c)(8).

8. Market share data before consummation are based on calculations
in which the deposits of thrift institutions are included at 50 percent.
The Board previously has indicated that thrift institutions have be-
come, or have the potential to become. significant competitors of
commercial banks. See WM Bancorp, 76 Federal Reserve Bulletin
788 (1990); National City Corporation, 70 Federal Reserve Bulletin
743 (1984). Thus, the Board has regularly included thrift deposits in
the calculation of market share on a 50-percent weighted basis. See,
e.g., First Hawaiian, Inc., 77 Federal Reserve Bulletin 52 (1991).
Because the deposits of Savings Bank would be controlled by a
commercial banking organization after consummation of the proposal,
those deposits are included at 100 percent in the calculation of Union
Planters’ pro forma market share. See Norwest Corporation, 18 Fed-
eral Reserve Bulletin 452 (1992); First Banks, Inc.. 76 Federal
Reserve Bulletin 669 (1990).

9. Under the revised DOJ Guidelines, 49 Federal Register 26,823
(June 29, 1984). a market in which the post-merger HHI is between
1000 and 1800 is considered moderately concentrated, and a market in
which the post-merger HHI exceeds 1800 is considered highly concen-
trated. The Justice Department has informed the Board that a bank
merger or acquisition generally will not be challenged (in the absence
of other factors indicating anticompetitive effects) unless the post-
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by Union Planters to divest branches in certain markets to
address potential anticompetitive effects. !¢

As described in more detail in the Appendix, and consid-
ering the effect of proposed divestitures, consummation of
the proposal would exceed the DOJ Guidelines in only one
banking market. In the Washington County, Mississippi
(**Washington County”’), banking market,"' the HHI would
increase by 280 points to 2053. Union Planters would
remain the largest depository institution in the banking
market, controlling 31.2 percent of market deposits.

In analyzing the competitive effects of the proposal on
this market, the Board also has considered that the Wash-
ington County banking market is a rural banking market
and that seven commercial banking organizations would
remain in the market after consummation of the proposal.
Four competitors other than Union Planters would have
market shares of 9.9 percent or more, including two of the
largest bank holding companies in Mississippi, which
would have market shares of 22 percent and 19 percent.

Based on the number and size of the remaining competi-
tors, the characteristics of the market, and all other facts ot
record, the Board conciudes that consummation of this
proposal would not have a significantly adverse effect on
competition in the Washington County banking market.
Similarly, based on all the facts of record, including the
proposed divestitures, the Board concludes that consumma-
tion of the proposal would not have a significantly adverse
effect on competition or on the concentration of banking
resources in any other relevant banking market.

Other Considerations

As part of its consideration of the public interest factors,
the Board has carefully considered, in light of all the facts
of record. the financial and managerial resources of Union
Planters and Magna and their subsidiaries and the effect the
transaction would have on such resources. Information
considered included supervisory reports of examination
assessing the financial and managerial resources of the

merger HHU is at least 1800 and the merger increases the HHI by more
than 200 points. The Justice Department has stated that the higher
than normal HHI thresholds for screening bank mergers for anticom-
petitive effects implicitly recognize the competitive effect of limited-
purpose lenders and other non-depository financial institutions.

10. In each market in which Union Planters has committed to divest
offices to mitigate the anticompetitive effects of the propasal, Union
Planters has committed to execute sales agreements with a competi-
tively suitable purchaser prior to consummation of the acquisition of
Magna and to complete the divestitures within 180 days of consumma-
tion of the acquisition. Union Planters also has committed that, in the
event it is unsuccessful in completing any divestiture within 180 days
of consummation of the proposal, Union Planters will transter the
unsold branch(es) to an independent trustee that is acceptable to the
Board and that will be instructed to sell the branches promptly. See
BankAmerica Corporation, 78 Federal Reserve Bulletin 338 (1992);
United New Mexico Financial Corporation, 77 Federal Reserve Bulle-
fin 484 (1991). Union Planters has further committed to submit to the
Board, prior to vonsummation, an executed trust agreement acceptable
to the Board stating the terms of these divestitures.

11. The Washington County banking market consists of Washington
County, Mississippi.

organizations and recent pro forma financial information
provided by Union Planters. The Board notes that Union
Planters, Magna, and each of their insured depository insti-
tutions meet or exceed the “well capitalized” thresholds
under applicable law, and that Union Planters would con-
tinue to meet those thresholds after consummation of the
proposal. Based on all the facts of record. the Board has
concluded that the financial and managerial resources of
the organizations involved in the proposal are consistent
with approval.

The record also indicates that consummation of the
proposal would result in public benefits. The proposal
would result in a broader financial network through which
Magna's customers would have access to the increased
services offered at Union Planters’s subsidiary banks. Ad-
ditionally, there are public benefits from permitting capital
markets to operate so that bank holding companies may
make potentially profitable investments in nonbanking
companies when those investments are consistent, as in
this case. with the relevant considerations under the BHC
Act, and from permitting banking organizations to allocate
their resources in the manner they believe is most efficient.
As discussed above, the proposal is not expected to result
in any significantly adverse competitive effects, and finan-
cial and managerial factors are consistent with approval.
Based on all the facts of record, the Board has determined
that the Union Planters proposal can reasonably be ex-
pected to produce public benefits that outweigh possible
adverse effects under the proper incident to banking stan-
dard of section 4(c)(8) of the BHC Act. Accordingly, the
Board has determined that the balance of public interest
factors it must consider under section 4(c)(8) of the BHC
Act is tavorable and consistent with approval.

Conclusion

Based on the foregoing and all the facts of record, the
Board has determined that the notice should be, and hereby
is, approved. The Board's approval of the proposal is
specifically conditioned on compliance by Union Planters
with the commitments made in connection with this notice,
including the divestiture commitments discussed in the
order. The Board’s determination also is subject to all the
conditions set forth in Regulation Y, including those in
sections 225.7 and 225.25(¢) of Regulation Y (12 C.ER.
225.7 and 225.25(c)). and to the Board's authority 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 ensure compliance with, and to
prevent evasion of, the provisions of the BHC Act and the
Board’s regulations and orders issued thereunder. The com-
mitments and conditions relied on by the Board in reaching
this decision shall be deemed to be conditions imposed in
writing by the Board in connection with its findings and
decision, and, as such, may be enforced in proceedings
under applicable law.

This transaction shall not be consummated later than
three months after the effective date of this order, unless
such period is extended for good cause by the Board or the
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Federal Reserve Bank of St. Louis, acting pursuant to
delegated authority.

By order of the Board of Governors, effective Septem-
ber 10. 1997.

Voting for this action: Chairman Greenspan and Governors Kelley.
Phillips. and Meyer. Absent and not voting: Vice Chair Rivlin.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Appendix

A. Banking markets in Mississippi in which consum-
mation of the proposal would not exceed the DOJ
Guidelines without divestitures:

(1) Biloxi—Approximated by Hancock and Harrison
Counties, plus the city of Ocean Springs in Jackson
County. Union Planters would control 9.9 percent of the
market deposits and would become the third largest depos-
itory institution in the market. The HHI would not increase
and ten depository institutions would remain in the market
atter consummation ol the proposal.

(2) Hattiesburg—Approximated by Forrest and Lamar
Counties. Union Planters would control 25 percent of the
market deposits and would remain the largest depository
institution in the market. The HHI would increase
147 points to 2077. Eight depository institutions would
remain in the market atter consummation of the proposal.
(3) Indianola—Approximated by the southern halt of Sun-
flower County. Union Planters would control 12.7 percent
of the market deposits and would remain the third largest
depository institution in the market. The HHI would not
increase and three depository institutions would remain in
the market after consummation of the proposal.

(4) Jackson—Approximated by Hinds, Madison and
Rankin Counties. plus Copiah County excluding the town
of Wesson. and including the town of Mendenhall in Simp-
son County. Union Planters would control 9.9 percent of
the market deposits and would remain the third largest
depository institution in the market. The HHI would not
increase and 17 depository institutions would remain in the
market after consummation of the proposal.

(5) Leflore County—Approximated by Leflore County.
Union Planters would control 17.9 percent of the market
deposits and would remain the fourth largest depository
institution in the market. The HHI would increase
26 points to 2338, Five depository institutions would re-
main in the market after consummation of the proposal.
{6) Pascagoula—Approximated by Jackson County, less
the town of Ocean Springs. and George County. Union
Planters would control 9.4 percent of the market deposits
and would become the fourth largest depository institution
in the market. The HHI would not increase and eight
depository institutions would remain in the market after
consummation of the proposal.

B. Banking markets in Mississippi in which consum-
mation of the proposal would not exceed the DOJ
Guidelines with divestitures:

(1Y Covington County—Approximated by Covington
County. With the proposed divestiture, Union Planters
would control 33.2 percent of the market deposits and
would remain the largest depository institution in the mar-
ket. The HHI would not increase and four depository
institutions would remain in the market after consumma-
tion of the proposal.

(2) Grenada County—Approximated by Grenada County.
With the proposed divestiture, Union Planters would con-
trol 53.6 percent of the market deposits and would remain
the largest depository institution in the market. The HHI
would not increase and five depository institutions would
remain in the market after consummation of the proposal.

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

Huntington Bancshares Incorporated
Columbus, Ohio

Order Approving Acquisition of a Bank Holding
Company

Huntington Bancshares Incorporated. Columbus, Ohio
(*"Huntington™), a bank holding company within the mean-
ing of the Bank Holding Company Act ("BHC Act”), has
requested the Board’s approval under section 3 of the BHC
Act (12 US.C. § 1842) to acquire First Michigan Bank
Corporation. Holland, Michigan ("FMB™). and thereby
acquire the subsidiary banks of FMB listed in the appen-
dix.! Huntington also has requested the Board’s approval
under section 4(c)(8) of the BHC Act (12 US.C.
§ 1843(c)(8)) and section 225.24 of the Board's Regula-
tion Y (12 C.F.R. 225.24) to acquire the nonbanking sub-
sidiaries of FMB also listed in the appendix. and thereby
engage in certain trust. securities brokerage, and credit life
insurance activities.

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(62 Federal Register 33,871 (1997)). The time for filing
comments has expired, and the Board has considered the
proposal and all comments received in light of the factors
set forth in sections 3 and 4 of the BHC Act.

Huntington, with total consolidated assets of approxi-
mately $21.6 billion. is the 37th largest commercial bank-
ing organization in the United States, controlling less than

1. Huntington intends to merge FMB's subsidiary banks with and
into its lead subsidiary bank. The Huntington National Bank. Colum-
bus. Ohio (*Huntington Bank™). The merger is subject to the approval
of the Office of the Comptroller of the Currency (“OCC™). the
primary federal supervisor of Huntington Bank. under the Bank
Merger Act (12 US.C. § 1828(c)). Huatington also has requested the
Board™s approval to exercise an option (o purchase up to 19.9 percent
of the voting shares of FMB. The option would terminate on consum-
mation of this proposal.
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I percent of the total banking assets of insured commercial
banks (“total banking assets™).? Its two subsidiary banks
operate in Ohio, Florida, Indiana, Kentucky, Michigan, and
West Virginia. After consummation of the proposal, Hun-
tington would remain the 37th largest commercial banking
organization and control less than 1 percent of total bank-
ing assets.

In Michigan, Huntington is the [0th largest depository
institution, controlling $1.8 billion in deposits, represent-
ing 1.8 percent of total deposits in depository institutions in
the state.® FMB is the ninth largest depository institution in
Michigan, controlling $2.9 billion in deposits, representing
approximately 2.8 percent of all deposits in depository
institutions in the state. On consummation of the proposal,
Huntington would become the seventh largest commercial
or thrift organization in Michigan, controlling deposits of
$4.7 billion, representing approximately 4.6 percent of all
deposits in depository institutions in the state.

Interstate Banking Analysis

Section 3(d) of the BHC Act, as amended by section 101 of
the Riegle-Neal Interstate Banking and Branching Effi-
ciency Act of 1994, allows the Board to approve an appli-
cation by a bank holding company to acquire a bank
located in a state other than the home state of such bank
holding company if certain conditions are met.* Hunting-
ton’s home state is Ohio. and Huntington proposes to
acquire FMB’s subsidiary banks in Michigan. The condi-
tions for an interstate acquisition under section 3(d) are
met in this case.® In view of all the facts of record, the
Board is permitted to approve the proposal under sec-
tion 3(d) of the BHC Act.

BHC Act Factors

Huntington and FMB do not compete with each other in
any geographic banking market. Based on all the facts of
record, the Board has concluded that consummation of the
proposal would not have a significantly adverse effect on
competition or on the concentration of banking resources
in any relevant banking market.

2. National asset and ranking data are as of March 31, 1697,

3. In this context. depository institutions include commercial banks,
savings banks. and savings associations. State deposit and ranking
data are as of June 30, 1996.

4. Pub. L. No. 103-328, 108 Stat. 2338 (1994). A bank holding
company’s home state is the state in which the operations of the bank
holding company’s banking subsidiaries were principally conducted
on July 1, 1966, or the date on which the company became a bank
holding company, whichever is later.

5. 12 US.C. §8§ 1842(d)(1}(A) and (B) and 1842(d)(2)(A) and (B).
Huntington is adequately capitalized and adequately managed. In
addition, on consummation of the proposal, Huntington would control
less than 10 percent of the total amount of deposits of insured
depository institutions in the United States and less than 30 percent of
the total amount of deposits of insured depository institutions in
Michigan. Michigan does not have a statewide concentration limit or a
minimum age requirement. All other requirements ot section 3(d) of
the BHC Act also would be met on consummation of the proposal.

The BHC Act also requires the Board to consider the
financial and managerial resources of the companies and
banks involved, the convenience and needs of the commu-
nities to be served, and certain other supervisory factors.
The Board has carefully considered the financial and man-
agerial resources and future prospects of Huntington, FMB.
and each of their respective subsidiaries, and other supervi-
sory factors. in light of all the facts of record. These facts
include supervisory reports of examination assessing the
financial and managerial resources of the organizations and
recent pro forma financial information provided by Hun-
tington. The Board notes that Huntington, FMB, and each
of their respective subsidiary banks meet or exceed the
“well capitalized” thresholds under applicable law and are
expected to continue to do so aftter consummation of the
proposal. Based on all the facts of record, the Board has
concluded that the financial and managerial considerations,
and all other supervisory factors that must be considered
are consistent with approval of the proposal.

The Board also has considered the effect of the proposal
on the convenience and needs of the communities to be
served in light of all the facts of record. The Board has
long held that consideration of the convenience and needs
tactor includes a review of the records of the relevant
depository institutions under the Community Reinvestment
Act (12 U.S.C. 2901 et seq.) ("CRA™). As provided in the
CRA, the Board evaluates the convenience and needs
factor in light of examinations of the CRA performance
records of the relevant institutions by their primary federal
supervisor. An institution’s most recent CRA performance
evaluation is a particularly important consideration in the
applications process because it represents a detailed, on-
site evaluation of an institution’s overall record of perfor-
mance under the CRA by its primary tederal supervisor.®

Huntington’s lead subsidiary bank, Huntington Bank,
received a “satisfactory” rating in its most recent CRA
performance examination by the OCC, as of October 17,
1996.7 All of FMB’s subsidiary banks received either
“outstanding” or “satisfactory” ratings for CRA perfor-
mance in their most recent evaluations by their primary
federal supervisor.

The Board has carefully reviewed comments from a city
councilman in Cleveland (“Commenter”) regarding the
operations of two Huntington Bank branches in the Cleve-
land area.® One branch is in the Church Square shopping

6. The Statement of the Federal Financial Supervisory Agencies
Regarding the Community Reinvestment Act (“Agency CRA State-
ment’’) (54 Federal Register 13,742, 13.745 (1989)) provides that a
CRA examination is an important and often controlling factor in
consideration of an institution’s CRA record and that reports of these
examinations will be given great weight in the applications process.

7. Huntington's other subsidiary bank. Huntington State Bank.
Alexandria, Ohio, received an “ontstanding” rating from the Federal
Reserve Bank of Cleveland, as of August 24, 1994, Examiners found
no evidence of illegal discrimination or practices to discourage appli-
cations for credit on a prohibited basis at either of the Huntington
subsidiary banks.

8. Commenter also contends that Huntington's failure to close its
Cleveland offices in observance of Martin Luther King Day creates an
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center, a neighborhood with predominately minority resi-
dents, and is the only branch of Huntington Bank that is
closed on Wednesdays. The other branch is in Randall
Mall, a mall with a predominately minority clientele, and it
offers banking services only to merchants (*‘merchant-only
services”). Commenter contends that these aspects of the
branches™ operations affect and treat minorities in an ille-
gally disparate manner.®

Huntington states that although the Church Square
branch is closed on Wednesdays, it is open on Saturday
mornings from 9:00 a.m. until 12:00 p.m. unlike approxi-
mately one-third of Huntington Bank’s full-service branch-
es'0 and that the branch operates a full-service ATM that is
available 24 hours a day. Huntington also notes that its
Randall Mall branch provides needed services to the mall’s
merchants and that mall patrons are served by cash-
dispensing ATMs on the upper and lower levels of the
mall.!!

The Board has carefully considered all the facts of
record including the comments and responses discussed
above, the CRA performance examinations of the institu-
tions involved, and management’s record of compliance
with applicable rules and regulations. Based on a review of
the entire record, the Board concludes that convenience
and needs considerations. including the CRA performance
records of both organizations’ subsidiary banks, are consis-
tent with approval of the proposal.'?

atmosphere that is hostile to African Americans. Huntington states
that, despite the closing of government offices, Martin Luther King
Day is an active business day in Cleveland and that its holiday closing
policy is adjusted in other cities to reflect Huntington Bank’s percep-
tion of customer demand, local custom. and competitive consider-
ations, and includes input from community groups. Huntington also
notes that Huntington Bank treats Martin Luther King Day the same
as other holidays such as President’s Day and Veteran’s Day, and
offers its employees the opportunity to take the day off or receive
compensatory time.

9. Commenter notes that Huntington Bank has erroneously desig-
nated two limited-service branches as full-service branches in its CRA
public file. Huntington has amended its description in the public CRA
file of branch services to reflect the limited nature of these two
branches. Commenter also asserts that these branches are in
controlled-access buildings which makes it difficult for area residents.
who predominately are minorities, to obtain banking services. Hun-
tington responds that the branches are located in privately owned
nursing and retirement centers to provide banking services to residents
and staff on a part-time basis. Huntington has a nondiscrimination
policy for establishing such facilities. Huntington also notes that a
full-service branch of Huntington Bank is located within walking
distance of the two limited-access branches.

10. Huntington states that its experience shows that the Saturday
morning business hours are advantageous to individuals who do not
work in the area and can only bank and shop on Saturdays.

1. Huntington’s Randall Mall branch office was opened at the
request of mall management after the departure of another bank that
had reduced its original full-service presence to a merchant-only
office. The branch office is located in the interior of the mall and lacks
the design features necessary to function as a full-service branch, such
as access to the mall exterior, a drive-through facility. and an exterior
drive-up ATM.

12. The Board has provided a copy of Commenter's submission to
the OCC. the primary federal supervisor of Huntington Bank.

Nonbanking Considerations

Huntington also has filed notice. under section 4(c)(8) of
the BHC Act, to acquire the nonbanking subsidiaries of
FMB and thereby engage in trust, securities brokerage, and
credit life insurance activities. The Board has determined
by regulation that each of these activities is closely related
to banking, and Huntington has committed to conduct the
nonbanking activities in accordance with Regulation Y.!*

In order to approve the proposal, the Board also must
determine that the proposed activities are a proper incident
to banking, that is, that the proposed transaction ‘“can
reasonably be expected to produce benefits to the public . ..
that outweigh possible adverse effects, such as undue con-
centration of resources, decreased or unfair competition,
conflicts of interests, or unsound banking practices.”'* As
part of the Board’s evaluation of these factors, the Board
considers the financial and managerial resources of the
notificant and its subsidiaries, including any company to be
acquired, and the effect the transaction would have on such
resources.!5 For the reasons noted above, and based on all
the facts of record, the Board has concluded that financial
and managerial considerations are consistent with approval
of the proposal.

The Board also has considered the competitive effects of
the proposed acquisition of FMB's nonbanking subsidiar-
ies. Huntington operates subsidiaries engaged in nonbank-
ing activities that compete with certain nonbanking subsid-
iaries of FMB. In each case, the markets for these
nonbanking services are unconcentrated, and there are nu-
merous providers of these services. As a result, consumma-
tion of the proposal would have a de minimis effect on
competition for these services, and the Board has con-
cluded that the proposal would not result in a significantly
adverse effect on competition in any relevant market. In
addition, the Board expects that the acquisition would
provide added convenience to FMB’s customers and the
public. Huntington states that FMB customers would have
a wider variety of banking products and fiduciary services
and would be able to take advantage of innovative delivery
systems for banking services developed by Huntington.
Accordingly, based on all the facts of record, the Board has
determined that the balance of public benefits that the
Board must consider under the proper incident to banking
standard of section 4(c)(8) of the BHC Act is favorable and
consistent with approval of the proposal.

Conclusion

Based on the foregoing and all the other facts of record, the
Board has determined that the application and notice
should be, and hereby are, approved. The Board’s approval
is specifically conditioned on compliance by Huntington

13. See 12 C.F.R. 225.28(b)(5). (7)(1). and (11)(i).

14. See 12 US.C. § 1843(c)(8).

15. See 12 C.ER. 225.26; see also The Fuji Bank, Limited, 75
Federal Reserve Bulletin 94 (1989). Bayerische Vereinsbank AG, 73
Federal Reserve Bulletin 155 (1987).
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with all the commitments made in connection with the
proposal and with the conditions stated or referred to in
this order, and on receipt by Huntington of all necessary
approvals from state and federal regulators and other au-
thorities.

The Board’s determination on the nonbanking activities
is also subject to all the terms and conditions set forth in
Regulation Y. including those in sections 225.7 and
225.25(c) of Regulation Y (12 C.FR. 225.7 and 225.25(c)),
and to the Board’s authority 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
ensure compliance with, and to prevent evasion of, the
provisions of the BHC Act and the Board’s regulations and
orders issued thereunder. The commitments and conditions
relied on by the Board in reaching this decision are deemed
to be conditions imposed in writing by the Board in con-
nection with its findings and decision, and, as such, may be
enforced in proceedings under applicable law.

The acquisition of FMB’s subsidiary banks shall not be
consummated before the fifteenth calendar day following
the effective date of this order, and the proposal shall not be
consummated later than three months after the effective
date of this order, unless such period is extended for good
cause by the Board or by the Reserve Bank of Cleveland
acting pursuant to delegated authority.

By order of the Board ot Governors, effective Septem-
ber 2, 1997.

Voting for this action: Vice Chair Rivlin and Governors Kelley,
Phillips, and Meyer. Absent and not voting: Chairman Greenspan.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Appendix

A. FMB subsidiary banks to be acquired by Hunting-
ton, all in Michigan:

(1) FMB-First Michigan Bank, Zeeland;

(2) FMB-First Michigan Bank-Grand Rapids,
Grand Rapids;

(3) FMB-Lumberman’s Bank. Muskegon;

(4) EMB-Northwestern Bank, Boyne City:

(5) FMB-State Savings Bank, Lowell;

(6) FMB-Commercial Bank, Greenville;

(7) FMB-Sault Bank, Sault St. Marie;

(8) FMB-Security Bank, Manistee;

(9) FMB-Community Bank. Dowagiac;

(10) FMB-Oceana Bank, Hart;

(11) FMB-Reed City Bank, Reed City;

(12) FMB-Maynard Allen Bank, Portland;

(13) FMB-O0Id State Bank, Fremont; and

(14) FMB-Arcadia Bank, Kalamazoo.

B. FMB nonbanking subsidiaries to be acquired by
Huntington, all in Holland, Michigan:

(1) FMB-Trust, and thereby engage in trust company func-
tions, pursuant to section 225.28(b)(5) of Regulation Y
(12 C.ER. 225.28(b)(5));

(2) FMB Brokerage Services, Inc., and thereby engage in
securities brokerage services, pursuant to section
225.28(b)(7)(i) of Regulation Y (12 C.ER. 225.28(b)(7)(1)):
and

(3) First Michigan Life Insurance Company, and thereby
engage in underwriting and brokering life, health, and
accident insurance directly related to extensions of credit
made by Huntington or any of its subsidiaries, pursuant to
section 225.28(b)(11)(1) of Regulation Y (12 C.ER.
225.28(b)(1 1)(i)).

Orders Issued Under Bank Merger Act

Citizens Commercial Bank & Trust Company
Celina, Ohio

Order Approving Acquisition and Establishment of
Branches

Citizens Commercial Bank & Trust Company, Celina
(““Citizens”), a state member bank. has requested the
Board’s approval under section 18(c) of the Federal De-
posit Insurance Act (12 US.C. § 1828(c)) (the “Bank
Merger Act”) to acquire 11 branches from KeyBank, N.A.,
Cleveland (“KeyBank™), both in Ohio, and under section
9 of the Federal Reserve Act (12 U.S.C. § 321) to establish
branches at the locations of the former KeyBank branches.!

Notice of the applications, affording interested persons
an opportunity to submit comments. has been given in
accordance with the Bank Merger Act and the Board’s
Rules of Procedure (12 C.F.R. 262.3(b)). As required by
the Bank Merger Act, reports on the competitive effects of
the proposal were requested from the United States Attor-
ney General (“Justice Department™), the Office of the
Comptroller of the Currency (“OCC™). and the Federal
Deposit Insurance Corporation (“FDIC”). The time for
filing comments has expired, and the Board has considered
the application and all the facts of record in light of the
factors set forth in the Bank Merger Act and section 9 of
the Federal Reserve Act.

First Financial is the 11th largest commercial banking
organization in Ohio. controlling deposits of $1.1 billion,
representing 1.1 percent of the total deposits in commercial
banking organizations in Ohio.> The KeyBank branches to
be acquired control deposits of $230.8 million, represent-
ing less than 1 percent of the total deposits in commercial
banking organizations in Ohio. On consummation of the
proposal, First Financial would remain the 1lth largest
commercial banking organization in Ohio, controlling de-
posits of $1.3 billion, representing 1.3 percent of the total
deposits in commercial banking organizations in the state.

1. Citizens is a wholly owned subsidiary bank of First Financial
Bancorp. Hamilton, Ohio (*“First Financial™). The locations of the
KeyBank branches to be acquired are set forth in the Appendix.

2. All data are as of June 30, 1996.
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Competitive Considerations

The Bank Merger Act prohibits the Board from approving
an application if the proposal would result in a monopoly
or if the effect of the proposal may be to substantially
lessen competition in any relevant market, unless the Board
finds that the anticompetitive effects of the proposal are
clearly outweighed in the public interest by the probable
effect of the proposal in meeting the convenience and
needs of the community to be served.?

Citizens and KeyBank compete in the Celina-St. Mary’s,
Ohio, banking market.# Citizens is the largest depository
institution in the market, controlling $178.3 million in
deposits, representing 18.7 percent of total deposits in
depository institutions in the market (““market deposits™).’
Citizens proposes to acquire eight KeyBank branches in
the banking market that control deposits of $164.9 million,
representing 17.2 percent of market deposits. On consum-
mation, Citizens would remain the largest depository insti-
tution in the Celina-St. Mary’s banking market, controlling
$343.3 million in deposits, representing 35.9 percent of
market deposits. Concentration in the banking market, as
measured by the Herfindahl-Hirschman Index (“HHI")
under the Department of Justice Merger Guidelines (*DOJ
Guidelines™), would increase 645 points to 1908.¢

In evaluating the effect on competition, the Board also
has considered that the Celina-St. Mary’s banking market
is a relatively small rural banking market near the Ohio and
Indiana border and would continue to be served by ten
depository institutions after consummation of the proposal.
Five competitors, not including Citizens. would each con-
trol a market share of more than 5 percent, and three of
these competitors would each control a market share of
more than 10 percent. Two competitors, including a com-
petitor that controls a market share of more than 10 per-

3. 12 US.C. § 1828(c)5).

4. The Celina-St. Mary’s banking market is approximated by Mer-
cer County: the townships of German, Jackson, Noble, St. Mary’s and
Washington in Auglaize County: and the townships of Allen, Mississi-
nawa, Patterson, Wabash, and York in Darke County, all in Ohio.

5. In this context. depository institution includes commercial banks,
savings banks and savings associations. Market share data are based
on calculations in which the deposits of thrift institutions are included
at 50 percent. The Board previously has indicated that thrift institu-
tions have become, or have the potential to become, significant
competitors of commercial banks. See Midwest Financial Group, 75
Federal Reserve Bulletin 386 (1989). National Citv Corporation, 10
Federal Reserve Bulletin 743 (1984). Thus, the Board has regularly
included thrift deposits in the calculation of markel share on a 50-
percent weighted basis. See e.g. First Hawaiian, Inc., 77 Federal
Reserve Bulletin 52 (1991),

6. Under the revised DOJ Guidelines, 49 Federal Register 26,823
(June 29, 1984), a market in which the post-merger HHI is above 1800
is considered highly concentrated. The Justice Department has in-
formed the Board that a bank merger or acquisition generally will not
be challenged (in the absence of other factors indicating anticompeti-
tive effects) unless the post-merger HHI is at least 1800 and the
merger increases the HHI by more than 200 points. The Justice
Department has stated that the higher than normal HHI thresholds for
screening bank mergers for anticompetitive effects implicitly recog-
nize the competitive effect of limited-purpose lenders and other non-
depository financial institutions.

cent, are large multistate bank holding companies. In addi-
tion, two other competitors have announced plans to open
branches in the banking market in the near future. Com-
mercial banks in Ohio, moreover, may branch de novo
statewide.”

As in other cases, the Board has sought comments from
the Justice Department, the OCC. and the FDIC on the
competitive effects of the proposal. The Justice Department
has advised the Board that consummation of the proposal
would not be likely to have any significantly adverse
competitive effects in the Celina-St. Mary's banking mar-
ket or in any other relevant banking markets. The OCC and
FDIC did not object to consummation of the proposal or
indicate it would have any significantly adverse competi-
tive effects in the Celina-St. Mary’s banking market or in
any other relevant banking markets.

Based on these and all the other facts of record, the
Board concludes that consummation of the proposal would
not have a significantly adverse effect on competition or on
the concentration of banking resources in any relevant
banking market.

Other Considerations

The Bank Merger Act also requires the Board to consider
the financial and managerial resources and future prospects
of the institutions involved in the proposal, and the conve-
nience and needs of the communities to be served. Based
on all the facts of record, including supervisory reports of
examination assessing the financial and managerial re-
sources of the organizations and financial information pro-
vided by Citizens, the Board concludes that financial and
managerial resources and future prospects considerations
are consistent with approval as are considerations relating
to the convenience and needs of the communities to be
served. The Board also concludes that factors required to
be considered under the Federal Reserve Act are consistent
with approval,

Conclusion

Based on the foregoing and all the facts of record, the
Board has determined that the applications should be, and
hereby are, approved. The Board’s approval of the applica-
tions is conditioned on compliance by Citizens with all the
commitments made in connection with the applications.
For purposes of this action, the commitments and condi-
tions relied on in reaching this decision are both conditions
imposed in writing by the Board and, as such, may be
enforced in proceedings under applicable law.

The acquisition of the KeyBank branches may not be
consummated before the fifteenth day following the date of
this order, or later than three months after the effective date
of this order, unless such period is extended by the Board

7. Ohio Rev. Code Ann. § 1117.01 (Anderson 1996). 12 US.C.

§ 36(¢).
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or by the Federal Reserve Bank of Cleveland, acting pursu-
ant to delegated authority.

By order of the Board of Governors, effective Septem-
ber 9, 1997.

Voting for this action: Chairman Greenspan and Governors Kelley,
Phillips. and Meyer. Absent and not voting: Vice Chair Rivlin.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Appendix

Locations of KeyBank Branches to be Acquired and Estab-
lished as Branches of Citizens, all in Ohio

(1) 327 South Main Street, Bryan

(2) 128 West Market, Celina

(3) 810 North Main Street, Celina

(4) 730 East Main Street, Coldwater
(5) 202 North Main Street, Delphos
(6) Jackson and Main Street, Paulding
(7) 166 South Main Street, Rockford
(8) [210 Celina Road, St. Mary’s

(9) 153 East Spring Street, St. Mary’s
(10) 11230 State Route 364, St. Mary’s
(11) 228 East South Street, St. Mary's

Concurring Statement of Governor Meyer

1 believe that the proposed acquisition presents a close
case. The Celina/St. Mary’s banking market, as measured
by the Herfindahl-Hirschman Index (“HHI"), would be-
come highly concentrated; and. under the Department of
Justice merger guidelines, the amount of change in market
concentration raises concerns about the potential competi-
tive effects of this proposal.

A divestiture of one office in the market would have
substantially reduced the change in the HHI and the market
would have remained moderately concentrated after con-
summation under the DOJ guidelines. Such a divestiture
would have substantively improved the competitive consid-
erations for this proposal, and a future application that
presents such a large change in the HHI in a more highly
concentrated post-acquisition banking market or where
there are fewer remaining competitors, may well require a
divestiture.

The change in the HHI resulting from this proposal is at
the upper limits of an acquisition that should be approved
without a divestiture in my view.

September 10, 1997

Orders Issued Under International Banking Act

Housing & Commercial Bank
Seoul, Korea

Order Approving Establishment of a Branch

Housing & Commercial Bank, Seoul, Korea (**Bank™), a
foreign bank within the meaning of the International Bank-
ing Act (“1IBA™), has applied under section 7(d) of the IBA
(12 U.S.C. § 3105(d)) to establish a state-licensed branch in
New York. New York. The Foreign Bank Supervision
Enhancement Act of 1991 (“FBSEA"). which amended
the IBA, provides that a foreign bank must obtain the
approval of the Board to establish a branch in the United
States.

Notice of the application, affording interested persons an
opportunity to submit comments, has been published in a
newspaper of general circulation in New York (The New
York Times, September 30, 1996). The time for filing
comments has expired, and the Board has considered the
application and all comments received.

Bank, with total assets of approximately $35 billion as of
year-end 1996, is the ninth largest bank in Korea. Founded
by the Korean government in 1967 to support funding for
low- and medium-income housing, Bank now engages in a
wide range of commercial banking activities. In addition to
its network of more than 400 domestic branches, Bank has
six domestic subsidiaries involved in construction, leasing,
investment management, loan financing, and real estate
management and brokerage. Outside of Korea, Bank oper-
ates a branch in Tokyo and seven representative offices.
Bank would be a “qualifying foreign banking organiza-
tion” under Regulation K after establishment of the pro-
posed branch (12 C.FR. 211.23(b)).

Bank seeks to upgrade its existing representative office
in New York to a state-licensed branch that would offer a
wide range of wholesale banking services, including accep-
tance of wholesale deposits, commercial lending, trade
finance, and mortgage finance.

In order to approve an application by a foreign bank to
establish a branch in the United States, the IBA and Regu-
lation K require the Board to determine that the foreign
bank applicant engages directly in the business of banking
outside of the United States and has furnished to the Board
the information it needs to assess the application
adequately. The Board also generally must determine that
the foreign bank is subject to comprehensive super-
vision or regulation on a consolidated basis by its home
country supervisor (12 US.C. § 3105(d)2); 12 CFR.
211.24(c)(1)(i)).t The Board also may take into account

1. Regulation K provides that a foreign bank will be considered to
be subject to comprehensive supervision or regulation on a consoli-
dated basis if the Board determines that the bank is supervised and
regulated in such a manner that its home country supervisor receives
sufficient information on the foreign bank’s worldwide operations,
including the relationship of the foreign bank to any affiliate, to assess
the overall financial condition of the foreign bank and its compliance
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additional standards set forth in the [BA and Regulation K
(12 US.C. § 3105(d)(3)-(4); 12 C.ER. 211.24(c)(2)).

The IBA recently was amended to include a limited
exception to the general requirement relating to compre-
hensive, consolidated supervision (12 U.S.C. § 3105(d)(6)).
This exception provides that, if the Board is unable to find
that a foreign bank seeking to establish a branch, agency,
or commercial lending company is subject to comprehen-
sive supervision or regulation on a consolidated basis by
the appropriate authorities in its home country, the Board
may nevertheless approve an application by such foreign
bank if:

(i) The appropriate authorities in the home country of
the foreign bank are actively working to establish
arrangements for the consolidated supervision of such
bank; and

(ii) All other factors are consistent with approval
(12 US.C. § 3105(dX6)(A)).

In deciding whether to exercise its discretion to approve an
application under authority of this exception, the Board
shall also consider whether the foreign bank has adopted
and implements procedures to combat money laundering
(12 U.S.C. § 3105(d)(6)(B)). The Board also may take into
account whether the home country of the foreign bank is
developing a legal regime to address money laundering or
is participating in multilateral efforts to combat money
laundering (12 U.S.C. § 3105(d)(6)(B)).

Bank engages directly in the business of banking outside
the United States through its banking operations in Korea.
Bank also has provided the Board with the information
necessary to assess the application through submissions
that address the relevant issues.

With respect to supervision by Bank’s home country
authorities, the Board has considered the following infor-
mation. Under the current legislative regime. Bank is char-
tered under the Korea Housing Bank Act which designates
the Ministry of Finance and Economy (“Ministry™) as
Bank’s primary supervisor. The Ministry often delegates
its supervisory powers to the Office of Bank Supervision
and Examination (“OBSE”) of the Bank of Korea, which

with law and regulation (12 C.ER. 211.24(c)(1)(ii)). In assessing this
standard, the Board considers, among other factors, the extent to
which the home country supervisors:
(1) Ensure that the bank has adequate procedures for monitoring
and controlling its activities worldwide;
(1) Obtain information on the condition of the bank and its
subsidiaries and offices through regular examination reports,
audit reports, or otherwise:
(iii} Obtain information on the dealings with and relationship
between the bank and its affiliates, both foreign and domestic:
(iv) Receive from the bank financial reports that are consolidated
on a worldwide basis. or comparable information that permits
analysis of the bank’s tinancial condition on a worldwide consol-
idated basis: and
(v) Evaluate prudential standards, such as capital adequacy and
risk asset exposure, on a worldwide basis.
These are indicia of comprehensive, consolidated supervision. No
single factor is essential and other elements may inform the Board's
determination.

also has a supervisory role in relation to Bank. In additton,
Bank is under the supervision of the Board of Audit and
Inspection ("BAI”), an independent agency of the Korean
government that examines the records of certain
government-invested institutions. The Board previously
has determined, in connection with an application involv-
ing another specially chartered Korean bank, that this bank
was subject to home country supervision on a comprehen-
sive, consolidated basis.? Bank is supervised by the Korean
authorities on substantially the same terms and conditions
as the other Korean bank.?

Recently, however, the Korean financial system has ex-
perienced difficulties arising primarily from large credit
exposures to certain business conglomerates. The Korean
authorities have concluded that these difficulties were, at
least in part, the result of gaps in the supervisory system,
primarily relating to credit assessment and approval pro-
cesses. The Korean government and supervisory authori-
ties have taken steps to seek to close these gaps by, among
other things, setting new limits on exposures to the largest
Korean business conglomerates and requiring that Korean
banks establish credit committee systems to diversify aun-
thority for credit decisions. In addition, the Korean govern-
ment is considering the proposal of new legislation that
would transfer supervisory authority for all Korean finan-
cial institutions to a new entity.

With regard to measures to prevent money laundering,
although the Korean government has not formally adopted
the recommendations of the Financial Action Task Force
(“FATF”) regarding the prevention and detection of money
laundering, certain Korean laws and regulations contain
provisions that parallel certain of the FATF recommenda-
tions. The Emergency Presidential Order on Real Name
Financial Transactions and the Protection of Confidential-
ity. for example, which became effective in August 1993,
requires banks to conduct all financial transactions with

2. Koreu Development Bank. 82 Federal Reserve Bulletin 969
(1996) (bank under supervision of Ministry, OBSE, and BAI). The
Board also has considered the application of another specially char-
tered bank that was under the primary supervision of the Ministry,
which also delegated its supervisory authority with regard to that bank
to the OBSE. However, because it was a privately owned bank. that
bank was not supervised by the BAL See Korea Long Term Credit
Bank, 82 Federal Reserve Bulletin 767 {1996).

3. In brief. Bank is currently required to submit periodic reports and
financial statements to the Ministry or the OBSE providing informa-
tion on, among other things, capital adequacy. credit exposures. ade-
quacy of internal controls, and the operations of subsidiaries and
foreign offices. Bank is also subject to examination of head oftice and
branches by both the OBSE and the BAIL The Ministry, the OBSE,
and the BAI each have enforcement powers over Bank. In addition,
Bank’s annual internal audit reports are forwarded to the Korean
authorities, and external audits also are conducted of its operations.

Recent legislation in Korea provides that Bank will be treated as a
commercial bank and become subject to the supervision of the OBSE.
This action is expected by year-end. The Board also has previously
determined, in connection with applications involving other Korean
banks subject to supervision by the OBSE, that these banks were
subject to supervision on a comprehensive. consolidated basis. See.
e.g., Shinhan Bank, 82 Federal Reserve Bulletin 951 (1996); Dong-
hwa Bunk, 81 Federal Reserve Bulletin 744 (1995).
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customers on a real-name basis and to confirm customers’
identity before engaging in any transactions. In addition, in
September 1994, the OBSE issued guidelines (“OBSE
Guidelines”) which, among other things, prohibit Korean
financial institutions from participating in or aiding money
laundering. Under the OBSE Guidelines, Korean financial
institutions are required to establish internal policies and
procedures to prevent money laundering and-to review
these controls as part of the internal audit.

Bank has implemented policies and procedures to ensure
compliance with Korean law and the OBSE Guidelines.
Bank’s employees are prohibited from conducting any
banking transaction without verifying the true identity of
the customer. In addition, Bank’s branch managers are
required to report any breach of the OBSE Guidelines to
Bank’s auditing department which must report any mate-
rial breach of the OBSE Guidelines to the OBSE and the
BALI. Furthermore, employees with knowledge or suspicion
of the use of funds for illicit activities are required to report
in writing to a public prosecutor’s office.

Based on all the facts of record, the Board has deter-
mined that Bank’s home country authorities are actively
working to establish arrangements for the consolidated
supervision of Bank, and that considerations relating to the
steps taken by Bank and its home country to combat
money laundering are consistent with approval under this
standard.

The Board also has taken into account the additional
standards set forth in the IBA (12 U.S.C. § 3105(d)(3)-(4);
12 C.ER. 211.24(c}2)). Bank has received the consent of
the Ministry to establish the proposed branch. Managerial
and financial considerations are consistent with approval,
and Bank appears to have the experience and capacity to
support the proposed branch.

Bank must comply with the minimum capital standards
of the Basle Capital Accord (“Accord”), as implemented
by Korea. Bank’s capital is in excess of the minimum
levels that would be required by the Accord and is consid-
ered equivalent to capital that would be required of a U.S.
banking organization.

With regard to access to information, the Board has
reviewed the restrictions on disclosure in relevant jurisdic-
tions in which Bank operates and has communicated with
relevant government authorities about access to informa-
tion. Bank has committed to make available to the Board
such information on the operations of Bank and any affili-
ate of Bank that the Board deems necessary to determine
and enforce compliance with the IBA, the Bank Holding
Company Act, and other applicable federal law. To the
extent that the provision of such information may be pro-
hibited or impeded by law or otherwise, Bank has commit-
ted to cooperate with the Board to obtain any necessary
consents or waivers that might be required from third
parties in connection with disclosure of certain informa-
tion. In addition, subject to certain conditions, the Ministry
may share information on Bank's operations with other
supervisors, including the Board. In light of these commit-
ments and other facts of record, and subject to the condi-
tion described below, the Board has concluded that Bank

has provided adequate assurances of access to any neces-
sary information the Board may request.

On the basis of all the facts of record, and subject to the
commitments made by Bank, as well as the terms and
conditions set forth in this order, the Board has determined
that Bank’s application to establish a state-licensed branch
should be, and hereby is, approved. Should any restrictions
on access to information on the operations or activities of
Bank and its affiliates subsequently interfere with the
Board’s ability to obtain information to determine and
enforce compliance by Bank or its affiliates with applicable
federal law, the Board may require termination of any of
Bank’s direct or indirect activities in the United States.
Approval of this application is also specifically conditioned
on Bank's compliance with the commitments made in
connection with this application and with the conditions in
this order.* The commitments and conditions referred to
above are conditions imposed in writing by the Board in
connection with its decision, and may be enforced in
proceedings under applicable law against Bank, its offices,
and its affiliates.

By order of the Board of Governors, effective Septem-
ber 17, 1997.

Voting for this action: Chairman Greenspan, Vice Chair Rivlin, and
Governors Kelley and Phillips. Absent and not voting: Governor
Meyer.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Siidwestdeutsche Landesbank Girozentrale
Stuttgart and Mannheim, Federal Republic of
Germany

Order Approving Establishment of a Branch

Siidwestdeutsche Landesbank Girozentrale (“Bank’’), Stut-
tgart and Mannheim, Germany, a foreign bank within the
meaning of the International Banking Act (“IBA”), has
applied under section 7(d) of the IBA (12 U.S.C. § 3105(d))
to establish a state-licensed branch in New York, New
York. The Foreign Bank Supervision Enhancement Act of
1991 (“FBSEA™), which amended the IBA, provides that a
foreign bank must obtain the approval of the Board to
establish a branch in the United States.

Notice of the application, affording interested persons an
opportunity to submit comments, has been published in a
newspaper of general circulation in New York, New York
(The New York Times, October 28, 1996). The time for
filing comments has expired, and all comments have been
considered.

4. The Board's authority to approve establishment of the proposed
office parallels the continuing authority of the State of New York to
license offices of a foreign bank. The Board's approval of this applica-
tion does not supplant the authority of the State of New York and its
agent, the New York State Banking Department, to license the pro-
posed office of Bank in accordance with any terms or conditions that
the New York State Banking Department may impose.
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Bank, with assets equivalent to approximately $134 bil-
lion, is the 14th largest bank in Germany.! The Savings
Bank Association of Baden ("BSGV”) and the Savings
Bank Association of W rttemberg (“WSGV”) hold a 15
percent and 33 percent interest in Bank, respectively. The
remaining interest in Bank is held by 82 German savings
banks.

Bank operates three branches in Germany, two foreign
branches (Singapore and London) and four representative
offices (New York, Hong Kong, Beijing, and Hanoi). In
addition, Bank owns a subsidiary bank in Luxembourg,
and operates several nonbank subsidiaries in Germany
engaged in various activities, including factoring, invest-
ment services, and real estate development and manage-
ment activities.

Bank’s primary purpose for establishing the proposed
branch is to provide trade financing, treasury, and advisory
services primarily to corporate clients based in the State of
Baden-Wiirttemberg with offices in the United States. In
addition, the proposed branch would participate in syndi-
cated loans and issue commercial paper and other debt
insttuments. Bank does not engage directly or indirectly in
any nonbanking activities in the United States. and. after
establishing the proposed branch, would be a qualifying
foreign banking organization within the meaning of Regu-
lation K (12 C.FR. 211.23(b)).

The Federal Banking Supervisory Office ("FBSO™) and
the Deutsche Bundesbank, Bank’s primary home country
supervisors, have indicated no objection to the establish-
ment of Bank's proposed branch.

In order to approve an application by a foreign bank to
establish a branch in the United States. the IBA and Regu-
lation K require the Board to determine that the foreign
bank applicant engages directly in the business of banking
outside of the United States, and has furnished to the Board
the information it needs to assess the application ade-
quately. The Board also must determine that the foreign
bank is subject to comprehensive supervision or regulation
on a consolidated basis by its home country supervisor
(12 US.C. § 3105(d)(2); 12 C.ER. 211.24)). The Board
also may take into account additional standards as set forth
in the IBA and Regulation K (12 U.S.C. § 3105(d)(3)-(4);
12 C.ER. 211.24(c)).

As noted above, Bank engages directly in the business of
banking outside the United States. Bank also has provided
the Board with the information necessary to assess the
application through submissions that address the relevant
issues.

Regulation K provides that a foreign bank will be con-
sidered to be subject to comprehensive supervision or
regulation on a consolidated basis if the Board determines
that the bank is supervised and regulated in such a manner
that its home country supervisor receives suflicient infor-
mation on the foreign bank’s worldwide operations. includ-
ing the relationship of the foreign bank to any affiliate, to
assess the overall financial condition of the foreign bank

1. All data are as of December 31. 1996. unless otherwise noted.

and its compliance with law and regulation (12 C.ER.
211.24(c)(1)).2

With respect to supervision by home country authorities,
the Board has considered the following information. The
FBSO and the Deutsche Bundesbank share responsibility
as Bank’s home country supervisors. Generally, the FBSO
reviews periodic financial reports and information pro-
vided by external and internal auditors, has authority to
carry out on-site audits, has enforcement powers with
regard to bank regulation and supervision, and works
closely with the Deutsche Bundesbank in supervising
Bank.

The Board has determined, in connection with a previ-
ous application.’ that Bank is subject to comprehensive
consolidated supervision. No material changes have oc-
curred in the manner of Bank’s supervision since that time
that would alter the Board’s previous determination.

The Board also has taken into account the additional
standards set forth in section 7 of the IBA (see 12 US.C.
§ 3105(d)(3)-(4); 12 C.ER. 211.24(c)(2)). As noted above,
Bank’s home country authorities have no objection to
establishment of the proposed state-licensed branch.

Germany is a signatory to the Basle risk-based capital
standards, and German risk-based capital standards meet
those established by the Basle Capital Accord (“Accord”).
Bank’s capital is in excess of the minimum levels that
would be required by the Accord and can be considered
equivalent to capital that would be required of a U.S.
banking organization. Managerial and other financial re-
sources of Bank also are considered consistent with ap-
proval, and Bank appears to have the experience and
capacity to support the proposed branch. Bank has estab-
lished controls and procedures for the proposed branch in
order to ensure compliance with US. law, as well as
controls and procedures for its worldwide operations gener-
ally.

The Board has reviewed the restrictions on disclosure in
relevant jurisdictions in which Bank operates and has com-
municated with relevant authorities about access to infor-
mation. Bank and WSGV have committed to make avail-
able to the Board such information on the operations of

2. In assessing this standard, the Board considers, among other
factors. the extent to which the home country supervisors:
(1) Ensure that the bank has adequate procedures for monitoring
and controlling its activities worldwide:
(ii) Obtain information on the condition of the bank and its
subsidiaries and offices through regular examination reports.
audit reports, or otherwise;
(i11) Obtain information on the dealings with and relationship
between the bank and its affiliates. both foreign and domestic;
(iv) Receive from the bank financial reports that are consolidated
on a worldwide basis, or comparable information that permits
analysis of the bank’s financial condition on a worldwide consol-
idated basis;
(v) Evaluate prudential standards, such as capital adequacy and
risk asset exposure, on a worldwide basis.
These are indicia of comprehensive, consolidated supervision. No
single factor is essential and other elements may inform the Board’s
determination.
3. West Merchant Bank Limited, 81 Federal Reserve Bulletin 519
(1995).
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Bank and any affiliate of Bank that the Board deems
necessary to determine and enforce compliance with the
IBA, the Bank Holding Company Act of 1956, as amended,
and other applicable federal law. To the extent that the
provision of such information is prohibited or impeded by
law. Bank and WSGV have committed to cooperate with
the Board to obtain any consents or waivers that might be
required from third parties in connection with disclosure of
such information. In addition, subject to certain conditions,
the FBSO and the Deutsche Bundesbank may share infor-
mation on Bank’s operations with other supervisors, in-
cluding the Board. In light of these commitments and other
facts of record, and subject to the condition described
below, the Board concludes that Bank has provided ade-
quate assurances of access to any necessary information
the Board may request.

On the basis of all the facts of record, and subject to the
commitments made by Bank and WSGYV, and the terms and
conditions set forth in this order, the Board has determined
that Bank’s application to establish a branch should be, and
hereby is, approved. Should any restrictions on access to
information on the operations or activities of Bank or any
of its affiliates subsequently interfere with the Board’s
ability to obtain information to determine and enforce
compliance by Bank or its affiliates with applicable federal
statutes, the Board may require termination of any of

Bank’s direct or indirect activities in the United States.
Approval of the application also is specifically conditioned
on compliance by Bank and WSGV with the commitments
made in connection with this application, and with the
conditions in this order.* The commitments and conditions
referred to above are conditions imposed in writing by the
Board in connection with its decision. and may be enforced
in proceedings under 12 U.S.C. § 1818 or 12 U.S.C. § 1847
against Bank, its offices, and its affiliates.

By order of the Bourd of Governors, effective Septem-
ber 17, 1997.

Voting for this action: Chairman Greenspan. Vice Chair Rivlin, and
Governors Kelley and Phillips. Absent and not voting: Governor
Meyer.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

4. The Board’s authority to approve the cstablishment of the pro-
posed office parallels the continuing authority of the New York State
Banking Department to license offices of a foreign bank. The Board's
approval of the application does not supplant the authority ot the State
of New York and the New York State Banking Department ("Depart-
ment”) to license the proposed office of Bank in accordance with any
terms or conditions that the Department may impose.

APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT

By the Secretary of the Board

Recent applications have been approved by the Secretary of the Board as listed below. Copies are available upon request to
the Freedom of Information Office, Office of the Secretary, Board of Governors of the Federal Reserve System,

Washington, D.C. 20551.

Section 3

Applicant(s) Bank(s)

Eftective Date

FirstBank Holding Company of Colorado
Employee Stock Ownership Plan,
Lakewood, Colorado

FirstBank Holding Company of Colorado,
Lakewood, Colorado

FirstBank of Parker,
Parker, Colorado

September 24, 1997
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By Federal Reserve Banks

Recent applications have been approved by the Federal Reserve Banks as listed below. Copies are available upon request to

the Reserve Banks.

Section 3

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

Bloomer Bancshares. Inc..
Bloomer, Wisconsin

Buffalo Bancorp, Inc.,
Buffalo, Texas

Buffalo Corp.,
Dover, Delaware

Cabot Bankshares, Inc.,
Cabot, Arkansas

Calvin B. Taylor Bankshares, Inc.,
Berlin, Maryland

Century Bancorp, MHC,
Bridgeton, New Jersey

Century Bancorp, Inc.,
Bridgeton, New Jersey

Citizens Bancshares of Woodville,
Inc.,
Woodville, Wisconsin

Citizens National Corporation.
Paintsville, Kentucky

The Colonial BancGroup, Inc.,
Montgomery, Alabama

Commercial Bancshares. Inc..
Texarkana, Arkansas

Community Financial Corp.,
Olney, Illinois

Community Financial Corp.,
Olney, Illinois

Dean Financial Services, Inc..
St. Paul, Minnesota

First State Bancorp of Monticello,
Inc. Employee Stock Ownership
Plan,

Monticello, Illinois

First State Bancshares, Inc.,

Ida Grove, Towa

Peoples State Bank,
Bloomer, Wisconsin

Citizens State Bank,
Buffalo, Texas

Citizens State Bank,
Buffalo, Texas

The Capital Bank,
Little Rock, Arkansas

Calvin B. Taylor Bank of Delaware,
Ocean View, Delaware

Century Savings Bank,
Bridgeton, New Jersey

Investors Bancorporation, Inc.,
Hudson, Wisconsin

Josephine Bancshares,
Prestonsburg, Kentucky

The Bank of Josephine,
Prestonsburg, Kentucky

Dadeland Bancshares, Inc.,
Miami, Florida

Dadeland Bank,
Miami, Florida

Citizens State Bank.
Hempstead, Texas

Egyptian Bancshares, Inc..
Carrier Mills, Illinois

The Egyptian State Bank,
Carrier Mills, Illinois

Saline County State Bank,
Stonefort, [llinois

Mid-America Bank of St. Clair County,
O’Fallon, Illinois

The First National Corporation of
Aitkin, Inc.,
Aitkin, Minnesota

Mid-Continent Financial Services, Inc.,
Bloomington, Minnesota

The First State Bank of Eden Prairie,
Eden Prairie, Minnesota

First State Bancorp of Monticello. Inc.,
Monticello, Ilinois

First State Bank,
Ida Grove, Iowa

Minneapolis
Dallas
Dallas

St. Louis
Richmond

Philade]phia

Minneapolis

Cleveland

Atlanta

St. Louis

St. Louis

St. Louis

Minneapolis

Chicago

Chicago

September L1, 1997
September 11, 1997
September 11, 1997
August 14, 1997
September 19, 1997
August 22, 1997

September 4, 1997

September 15, 1997

August 27, 1997

August 20, 1997

August 27, 1997

September 18, 1997

September 9, 1997

September 17, 1997

August 27, 1997
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Section 3—Continued

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

FEN.B. Corporation,
Hermitage, Pennsylvania

FSB Bancorp, MHC,
Farmington, Maine

FSB Bancorp,
Farmington, Maine

Gold Banc Corporation, Inc.,
Leawood, Kansas

Heartland Bancshares, Inc.,
Franklin, Indiana

International Bancorporation,
Golden Valley, Minnesota

Anderson Financial Group, Inc.,
Golden Valley, Minnesota

Landmark Bancorp Inc.,
Margate, Florida

Maries County Bancorp., Inc.,
Vienna, Missouri

MidCity Financial Corporation,
Chicago, Illinois

Midwest Community Bancshares,
Inc.,
Marion, Illinois

Murfreesboro Bancorp, Inc.,
Murfreesboro, Tennessee

NationsBank Corporation,
Charlotte, North Carolina

New Broadway, Inc.,
San Antonio, Texas
Nichols Bancshares, Inc.,
Kenedy, Texas
J. M. Nichols, Inc.,
Dover, Delaware
North Fork Bancorporation, Inc.,
Melville, New York
Norwest Corporation,
Minneapolis, Minnesota
Norwest Corporation,
Minneapolis, Minnesota
0O.A K. Financial Corporation,
Byron Center, Michigan

Indian Rocks State Bank,
Largo, Florida

Franklin Savings Bank,
Farmington, Maine

Farmers Bancshares of Oberlin, Inc.,

Oberlin, Kansas
Heartland Community Bank,

Franklin, Indiana
Northern National Bank,

Nisswa, Minnesota

Sunniland Bank,
Fort Lauderdale, Florida

Progress Bancshares, Inc.,
Sullivan, Missouri

Progress Bank of Sullivan,
Sullivan, Missouri

Abrams Centre Bancshares, Inc.,
Dallas, Texas

Abrams Centre National Bank,
Dallas, Texas

Bank of Marion,
Marion, Illinois

Bank of Murfreesboro,
Murfreesboro, Tennessee

NationsBank, National Association.
Brunswick, Georgia

First Federal Savings Bank of
Brunswick,
Brunswick. Georgia

Broadway Bancshares, Inc.,
San Antonio, Texas

First-Nichols National Bank,
Kenedy. Texas

Branford Savings Bank,
Branford, Connecticut

First Valley Bank Group, Inc.,
Los Fresnos, Texas

Packers Management Company, Inc.,

Omaha, Nebraska

Caledonia Financial Corporation,
Caledonia, Michigan

State Bank of Caledonia,
Caledonia, Michigan

Cleveland

Boston

Kansas City
Chicago

Minneapolis

Atlanta

St. Louis

Chicago

St. Louis

Atlanta

Dallas

Dallas

New York
Minneapolis
Minneapolis

Chicago

September 5, 1997

September 12, 1997

September 5, 1997
September 17, 1997

September 23, 1997

September 24, 1997

August 27, 1997

September 3, 1997

September 5, 1997

August 27, 1997

August 28, 1997

September 9, 1997

September 10. 1997

September 25, 1997
September 5, 1997
September 5, 1997

August 21, 1997
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Section 3—Continued

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

Pathfinder Bancorp, MHC,
Oswego. New York
Pathfinder Bancorp,
Oswego, New York
Peoples Financial Corp., Inc.,
Ford City, Pennsylvania
Premier Financial Bancorp, Inc.,
Georgetown, Kentucky
Rockdale National Bancshares. Inc.,
Conyers, Georgia
Saehan Bancorp,
Los Angeles, California
Santander Holding Internacional.
S.A,
Madrid, Spain
Santusa Holding, S.L.,
Madrid, Spain
Union Bancshares, Inc.,
Fargo, North Dakota
Union Planters Corporation,
Memphis, Tennessee

Valley National Corporation,
Lanett, Alabama

Western Bancshares, Albuquerque.
New Mexico ESOP & Trust,
Albuquerque, New Mexico

Section 4

Oswego City Savings Bank,
Oswego. New York

Elderton State Bank,
Elderton, Pennsylvania
The Sabina Bank,
Sabina, Ohio
Rockdale National Bank,
Conyers, Georgia
Saehan Bank,
Los Angeles, California
Banco Santander Puerto Rico,
Hato Rey, Puerto Rico

Union State Bank of Fargo,
Fargo, North Dakota

First Acadian Bancshares. Inc..
Thibodaux, Louisiana

Acadian Bank,
Thibodaux, Louisiana

Valley National Bank of Lanett,
Lanett, Alabama

Western Bancshares of Albuquerque,
Albuquerque, New Mexico

Western Bank,
Albuquerque, New Mexico

New York

Cleveland
Cleveland
Atlanta

San Francisco

New York

Minneapolis

St. Louis

Atlanta

Kansas City

August 29, 1997

September 18,
September 17,
September 19,
September 24,

September 15,

September 18,

1997

1997

1997

1997

1997

1997

August 22, 1997

September 10,

1997

August 26, 1997

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

Banc One Corporation,
Columbus, Ohio

Banc One Capital Corporation,
Columbus, Ohio

Bank of Granite Corporation,
Granite Falls, North Carolina

Bank of Montreal,
Montreal, Canada

Bankmont Financial Corp.,
Chicago, Illinois

Harris Bankcorp, Inc..
Chicago, Illinois

Harris Bankmont, Inc.,
Chicago, lllinois

Harris Trust and Savings Bank,
Chicago, Illinois

Carolina First Corporation,
Greenville, South Carolina

Fitzgerald, Davis & Associates, L.P,,
Chicago, Illinois

GLL & Associates, Inc.,
Winston-Salem, North Carolina
Cash Station, Inc.,
Chicago, llinois

First Southeast Financial Corporation,

Anderson, South Carolina

Cleveland

Richmond

Chicago

Richmond,

September 12,

September 22,

1997

1997

September 3, 1997

September 19,

1997
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Section 4—Continued

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

CB&T, Inc..
McMinnville. Tennessee
The Colonial BancGroup. Inc.,
Montgomery, Alabama
Community Holding Company.,
Inez, Kentucky

CPB Inc.,
Honolulu, Hawaii

Crestar Financial Corporation.
Richmond, Virginia

Emprise Financial Corporation,
Wichita. Kansas

Firstbank of Hinois Co.,
Springfield. Ilinois

Hardin County Bancshares, Inc.,

Savannah. Tennessee
Norwest Corporation,
Minneapolis. Minnesota

Norwest Corporation,
Minneapolis, Minnesota
NSB Holding Corp.,
Staten Island, New York
Pioneer Bankcorp, Inc.,
Clewiston. Florida
Preterred Bancshares, Inc.,
Big Lake. Minnesota
Prestige Financial Corporation.
Flemington, New Jersey
Regions Financial Corporation,
Birmingham, Alabama
Union Planters Corporation,
Memphis. Tennessee

UST Corp.,
Boston, Massachusetts

Sections 3 and 4

CBT Insurance, Inc.,
Smithville, Tennessee

Dadeland Software Services, Inc.,

Miamt. Florida
Inez Deposit Bank,

FSB,

Louisa, Kentucky

Trans-Pacific Mortgage Group LLC,

Honolulu, Hawaii

American National Bancorp, Inc.,

Baltimore, Maryland
Mid Continent Bancshares, Inc..
El Dorado. Kansas

Mid Continent Federal Savings Bank,

El Dorado, Kansas

Geneva Capital Corp.,
Springfield. Tltinois

Majors Insurance Agency. Inc..
Adamsville, Tennessee

Integrion Financial Network. LLC.

Atlanta, Georgia
VISA Interactive, Inc.,
Foster City, California
International Bancorporation,
Golden Valley, Minnesota
Check Depot,
Stanten [sland, New York
Development Investments, Inc..
Clewiston, Florida
Preferred Lenders, LLC,
Big [Lake, Minnesota
PFC Financial Services. Inc..
Flemington, New Jersey
Griffin Federal Savings Bank.
Griffin. Georgia
Sho-Me Financial Corporation,
Mount Vernon, Missouri
Ist Savings Bank, f.s.b.,
Mount Vernon, Missouri
Firestone Financial Corp.,
Newton, Massachusetts

Atlanta
Atlanta

Cleveland

San Francisco
Richmond

Kansas City

Chicago
St. Louis

Minneapolis

Minneapolis
New York
Atlanta
Minneapolis
New York
Atlanta

St. Louis

Boston

August 27. 1997
August 27, 1997

September 12. 1997

September 16, 1997
August 22, 1997

September 9, 1997

August 29, 1997
August 29, 1997

August 21. 1997

September 17. 1997
August 29, 1997

September 4. 1997
September 0. 1997
September 19, 1997
September 18, 1997

September 12, 1997

September 12. 1997

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

1867 Western Financial Corporation,

Stockton, California

Capital Corp of the West,
Merced, California

Town and Country Finance and Thrift

Company,

Turlock, California
Capital West Group, Inc.,

Merced, California

San Francisco

September 18. 1997
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Sections 3 and 4—Continued

Applicant(s)

Nonbanking Activity/Corﬁpany

Reserve Bank

Effective Date

ALBANK Financial Corporation,
Albany, New York

First Financial Caribbean
Corporation,
San Juan, Puerto Rico

ALBANK Commercial,
Albany, New York
ALBANK, FSB,
Albany, New York
Doral Federal Savings Bank,
San Juan, Puerto Rico
Doral Mortgage Corporation,
Hato Rey, Puerto Rico

APPLICATIONS APPROVED UNDER BANK MERGER ACT

By Federal Reserve Banks

New York

New York

September 17, 1997

August 26, 1997

Recent applications have been approved by the Federal Reserve Banks as listed below. Copies are available upon request to

the Reserve Banks.

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

The Citizens Commercial Bank &
Trust Company,
Celina, Ohio

Crestar Bank,
Richmond, Virginia

F&M Bank-Fennimore,
Fennimore, Wisconsin

F&M Bank-Portage County,
Stevens Point, Wisconsin

First Bank of Hennessey,
Hennessey, Oklahoma

First Community Bank, Inc.,
Buckhannon, West Virginia

First Sterling Bank,
Devon, Pennsylvania

First Virginia Bank-Clinch Valley,
Richlands, Virginia

First Virginia Bank-Mountain
Empire,
Damascus. Virginia
Johnstown Bank and Trust
Company,
Johnstown, Pennsylvania

Le Sueur State Bank,
Le Sueur, Minnesota
Mercantile Bank,
Overland Park, Kansas

Van Wert National Bank,
Van Wert, Ohio

American National Savings Bank,
FES.B.,
Baltimore, Maryland

F&M Bank-Potosi,
Potosi, Wisconsin

F&M Bank-Lancaster,
Lancaster, Wisconsin

Security Bank, S.S.B.,
Milwaukee, Wisconsin

The Peoples National Bank of
Kingfisher,
Kingfisher. Oklahoma

The Huntington National Bank,
Columbus, Ohio

Prime Bank,
Philadelphia. Pennsylvania

Premier Bank,
National Association,
Tazewell, Virginia

Premier Bank-Central, N.A.,
Honaker, Virginia

Laurel Bank,

Ebensburg, Pennsylvania
Fayette Bank,

Uniontown, Pennsylvania
TCF National Bank Minnesota,

Minneapolis, Minnesota
Roosevelt Bank,

Chesterfield, Missouri

Cleveland

Richmond,

Chicago

Chicago

Kansas City

Richmond
Philadelphia

Richmond

Richmond

Philadelphia

Minneapolis

Kansas City

August 22, 1997

September 8, 1997

September 3, 1997

September 11, 1997

August 28, 1997

September 4, 1997
September 17, 1997

September 23, 1997

September 23, 1997

September 17, 1997

August 28, 1997

September 11, 1997
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PENDING CASES INVOLVING THE BOARD OF GOVERNORS

This list of pending cases does not include suits against the
Federal Reserve Banks in which the Board of Governors is not
named a party.

Artis v. Greenspan, No. 97-5234 (D.C. Cir., filed Septem-
ber 19, 1997). Appeal of district court order dismissing
employment discrimination action.

Artis v. Greenspan, No. 97-5235 (D.C. Cir, filed Septem-
ber 19, 1997). Appeal of district court order dismissing
class complaint alleging race discrimination in employ-
ment.

Branch v. Board of Governors, No. 97-5229 (D.C. Cir.,, filed
September 12, 1997). Appeal of district court order denying
motion to compel production of pre-decisional supervisory
documents and testimony sought in connection with an
action by Bank of New England Corporation’s trustee in
bankruptcy against the Federal Deposit Insurance Corpora-
tion.

Clarkson v. Greenspan, No. 97-CV-2035 (D.D.C., filed Sep-
tember 5. 1997). Freedom of Information Act case.

Banking Consultants of America v. Board of Governors, No.
97-2791 (W.D. Tenn., filed September 2, 1997). Action to
enjoin investigation by the Board, the Office of the Comp-
troller of the Currency, and the Department of Labor.

Bettersworth v. Board of Governors, No. 97-CA-624 (W.D.
Tex., filed August 21, 1997). Privacy Act case.

Eliopulos v. Board of Governors, No. 97-1442 (D.C. Cir.,
filed July 17, 1997). Petition for review of a Board order
dated June 23, 1997, approving the application of First
Bank System, Inc., Minneapolis, Minnesota, to acquire U.S.
Bancorp, Portland, Oregon, and thereby acquire U.S. Ban-
corp’s banking and nonbanking subsidiaries. On Septem-
ber 12, 1997, the Board filed a motion to dismiss the
petition.

Greeff v. Board of Governors, No. 97-1976 (4th Cir., filed
June 17, 1997). Petition for review of a Board order dated
May 19, 1997, approving the application of by Allied Irish
Banks, plc, Dublin, Ireland, and First Maryland Bancorp,
Baltimore, Maryland, to acquire Dauphin Deposit Corpora-
tion, Harrisburg, Pennsylvania, and thereby acquire Dau-
phin’s banking and nonbanking subsidiaries.

Inner City Press/Community on the Move v. Board of Gover-
nors, No. 97-1394 (D.C. Cir., filed June 12, 1997). Petition
to review a Board order dated May 14. 1997, approving the
application of Banc One Corporation, Inc., Columbus, Ohio,
to merge with First USA, Inc., Dallas, Texas. On June 16,
1997, petitioners moved for a stay pending appeal. The
motion was denied on June 27, 1997. On August 11, 1997,
the Board filed a motion to dismiss the petition.

Vickery v. Board of Governors, No. 97-1344 (D.C. Cir., filed
May 9, 1997). Petition for review of a Board order dated
April 14, 1997, prohibiting Charles R. Vickery, Jr., from
further participation in the banking industry.

Wilkins v. Board of Governors, No. 3:97CV331 (E.D. Va,
filed May 2, 1997). Customer dispute with bank. On

August 15, 1997, the court granted the Board’s motion to
dismiss the action. On September 12, 1997, plaintiff filed a
notice of appeal.

Pharaon v. Board of Governors, No. 97-1114 (D.C. Cir., filed
February 28, 1997). Petition for review of a Board order
dated January 31, 1997, imposing civil money penalties and
an order of prohibition for violations of the Bank Holding
Company Act. Oral argument is scheduled for December 8,
1997. Research Triangle Institute v. Board of Governors,
No. 97-1282 (4th Cir., filed February 24, 1997). Appeal of
district court’s dismissal of contract claim. Oral argument is
scheduled for October 30, 1997. Jones v. Board of Gover-
nors, No. CV97-0198 (W.D. Louisiana, filed January 30,
1997). Complaint alleging violations of the Fair Housing
Act.

The New Mexico Alliance v. Board of Governors, No. 96—
9552 (10th Cir., filed December 24, 1996). Petition for
review of a Board order dated December 16, 1996, approv-
ing the acquisition by NationsBank Corporation and NB
Holdings Corporation, both of Charlotte. North Carolina, of
Boatmen's Bancshares, Inc., St. Louis, Missouri. Also on
December 24, 1996, petitioners moved for an emergency
stay of the Board’s order. The motion for a stay was denied
by the 10th Circuit on January 3. 1997; on January 6, 1997,
petitioners” application for emergency stay was denied by
the Supreme Court.

American Bankers Insurance Group, Inc. v. Board of Gover-
nors, No. 96-CV-2383-EGS (D.D.C., filed October 16,
1996). Action seeking declaratory and injunctive relief in-
validating a new regulation issued by the Board under the
Truth in Lending Act relating to treatment of fees for debt
cancellation agreements. On October 18. 1996, the district
court denied plaintiffs’ motion for a temporary restraining
order. On January 17, 1997, the parties filed cross-motions
for summary judgment.

Leuthe v. Board of Governors, No. 96-5725 (E.D. Pa., filed
August 16, 1996). Action against the Board and other
Federal banking agencies challenging the constitutionality
of the Office of Financial Institution Adjudication. On Sep-
tember 10, 1997, the court granted the agencies’ motion to
dismiss the action.

Inner City Press/Community on the Move v. Board of Gover-
nors, No. 96-4008 (2nd Cir., filed January 19, 1996). Peti-
tion for review of a Board order dated January 5, 1996,
approving the applications and notices by Chemical Bank-
ing Corporation to merge with The Chase Manhattan Cor-
poration. both of New York, New York, and by Chemical
Bank to merge with The Chase Manhattan Bank, N.A., both
of New York, New York. Petitioners’ motion for an emer-
gency stay of the transaction was denied following oral
argument on March 26, 1996. The Board’s brief on the
merits was filed July 8, 1996. The case was consolidated for
oral argument and decision with Lee v. Board of Governors,
No. 95-4134 (2d Cir.); oral argument was held on Janu-
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ary 13, 1997. On July 2, 1997, the court of appeals dis-
missed the petition for review.

Lee v. Board of Governors, No. 95-4134 (2nd Cir., filed
August 22, 1995). Petition for review of Board orders dated
July 24, 1995, approving certain steps of a corporate reorga-
nization of U.S. Trust Corporation, New York, New York,
and the acquisition of U.S. Trust by Chase Manhattan
Corporation. New York, New York. On September 12,
1995, the court denied petitioners’ motion for an emergency
stay of the Board's orders. The Board’s briet was filed on
April 16, 1996. Oral argument, consolidated with [nner City
Press/Community on the Move v. Board of Governors, took
place on January 13, 1997. On July 2, 1997, the court of
appeals dismissed the petition for review.

Board of Governors v. Pharaon, No. 91-CIV-6250 (S.D. New
York, filed September 17, 1991). Action to freeze assets of
individual pending administrative adjudication of civil
money penalty assessment by the Board. On September 17,

1991, the court issued an order temporarily restraining the
transfer or disposition of the individual’s assets.

FINAL ENFORCEMENT ORDERS ISSUED BY THE BOARD
OF GOVERNORS

Skandinaviska Enskilda Banken
Stockholm, Sweden

The Federal Reserve Board announced on September 17,
1997, the joint issuance with the New York State Banking
Department of a Consent Order against Skandinaviska
Enskilda Banken, Stockholm, Sweden, a foreign bank, and
Skandinaviska Enskilda Banken’s New York branch and
New York State-chartered Anicle XII corporation. The
Board also issued an Order of Assessment of a Civil
Money Penalty of $2.5 million against the bank and its
New York branch and Article XII corporation.
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SYMBOLS AND ABBREVIATIONS

c Corrected

e Estimated

n.a. Not available

n.e.c. Not elsewhere classified

p Preliminary

T Revised (Notation appears on column heading
when about half of the figures in that column
are changed.)

* Amounts insignificant in terms of the last decimal
place shown in the table (for example, less than
500,000 when the smallest unit given is millions)

0 Calculated to be zero

R Cell not applicable

ATS Automatic transfer service

BIF Bank insurance fund

CD Certificate of deposit

CMO Collateralized mortgage obligation

FFB Federal Financing Bank

FHA Federal Housing Administration

FHLBB Federal Home Loan Bank Board

FHLMC Federal Home Loan Mortgage Corporation

FmHA Farmers Home Administration

FNMA Federal National Mortgage Association

FSLIC Federal Savings and Loan Insurance Corporation

G-7 Group of Seven

GENERAL INFORMATION

In many of the tables, components do not sum to totals because of

rounding.

Minus signs are used to indicate (1) a decrease, (2) a negative
figure, or (3) an outflow.

“U.S. government securities” may include guaranteed issues
of US. government agencies (the flow of funds figures also

G-10
GNMA
GDP
HUD

IMF

IPCs
IRA
MMDA
MSA
NOW
ocD
OPEC
OTS

REIT
REMIC

RTC
SAIF
SCO
SDR
SIC
VA

Group of Ten

Government National Mortgage Association

Gross domestic product

Department of Housing and Urban
Development

International Monetary Fund

Interest only

Individuals, partnerships. and corporations

Individual retirement account

Money market deposit account

Metropolitan statistical area

Negotiable order of withdrawal

Other checkable deposit

Organization of Petroleum Exporting Countries

Office of Thrift Supervision

Principal only

Real estate investment trust

Real estate mortgage investment conduit

Repurchase agreement

Resolution Trust Corporation

Savings Association Insurance Fund

Securitized credit obligation

Special drawing right

Standard Industrial Classification

Department of Veterans Affairs

include not fully guaranteed issues) as well as direct obliga-
tions of the Treasury.

“State and local government” also includes municipalities,
special districts, and other political subdivisions.
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1.10 RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES

Percent annual rate of change, seasonally adjusted’

1996 1997 1997
Monetary or credit aggregate
Q3 Q4 Qi Q2 Apr. May June July" Aug.
Reserves of depository institutions’®
1 Total.............. -164 -17.2 -8.3 —143 -219 -9.7 1.5 =57 135
2 Required ... —16.5 —18.5 —84 —15.0 —18.6 —15.8 5 -3.8 126
3 Nonborrowed 5 —17.6 —16.2 -72 —16.0 ~245 -93 -16 -6.8 8.8
4 Monetary base” 53 5.1 5.6 33 1.6 36 47 73 59
Concepts of money, liquid assets, and debt*
5M1... -6.5 -7.3 -7 =55 ~11.4" =27 5" -12 8.4
6 3.4 5.1 6.1 43 6.1 -2 4.6 3.6 1.0
7 55 8.2 82 7.1 9.6" 2.0 54" 10.9 12.7
8 6.5 72 6.9 7.8° 10.6' 3.5° 47" 7.1 na.
9 5.1° 4.7 43" 4.6 5.7 3.6" 2.1" 44 n.a.
Nontransaction components
10 In M27 .. 7.7 10.3 8.7 8.1 127 .8 6.2 55 12.0
11 In M3 Only6 ................................................ 13.4 19.6 15.5" 16.7° 21.5 9.4" 8.0° 350 18.1
Time and savings deposits
Commercial banks
12 Savings, including MMDAs 12.0 17.0 14.0 10.7 17.6 -32 57 6.7 14.2
13 Small time_ . 37 4.7 2.9 5.9 56 6.2 116 12.4 33
14 Large time™ .. 19.1 229 12.8 23.3" 351" 46 231" 45.6 18.5
Thrift institutions
15 Savings, ing:]uding MMDAs. ... 2 8 2.7 58 9.7 7.7 0 -26 6
16 Small lime . . . -3 3.0 .1 -3.1 —4.1 34 —4.1 -133 =17
17 Large time 9.0 9.1 12.8 5.1 73 -15 117 21.6 43
Money market mutual funds
18 Reli.iil R R T 16.3 17.2 163 147 24.5 —4.2 12. 12.6 332
19 Institution-only .. ... o 20.7 19.8 15.5 2.5 -8 .0 28. 19.6 18.9
Repurchase agreements and Eurodollars
20 Repurchaselggreem(:ntsIU ..................................... -4.0 3.0 8.5 3.9 16.2 3.6 -237" 562 17.3
21 Eurodollars™ ... ... .. ... . 9.7 482 40.2" 334" 48.3" 65.4" —422" 11.2 24.9
Debt componems4
22 Federal. ... ooo e 39 34" 1.8 4 2.1" —4.2 —42" 1.0 n.a.
23 Nonfederal......... ... ... .. . i 5.6 52" 5.1" 6.1" 7.0 6.3" 4.3 5.6 n.a.

1. Unless otherwise noted, rates of change are calculated from average amounts outstand-
ing during preceding month or quarter.

2. Figures incorporate adjustments for discontinuities, or ‘‘breaks,” associated with
regulatory changes in reserve requirements. (See also table 1.20.)

3. The seasonally adjusted. break-adjusted monetary base consists of (1) seasonally
adjusted, break-adjusted total reserves (line 1), plus (2) the seasonally adjusted currency
component of the money stock, plus (3) (for all quarterly reporters on the “Report of
Transaction Accounts, Other Deposits and Vault Cash™ and for all weekly reporters whose
vault cash exceeds their required reserves) the seasonally adjusted, break-adjusted difference
between current vault cash and the amount applied to satisfy current reserve requirements.

4. Composition of the money stock measures and debt is as follows:

MlL: (1) currency outside the U.S. Treasury, Federal Reserve Banks, and the vaults of
depository institutions, (2) travelers checks of nonbank issuers, (3) demand deposits at all
commercial banks other than those owed to depository institutions, the U.S. government, and
foreign banks and official institutions, less cash items in the process of collection and Federal
Reserve float, and (4) other checkable deposits (OCDs), consisting of negotiable order of
withdrawal (NOW) and automatic transfer service (ATS) accounts at depository institutions,
credit union share draft accounts, and demand deposits at thrift institutions. Seasonally
adjusted M1 is computed by summing currency, travelers checks, demand deposits, and
OCD:s, each seasonally adjusted separately.

M2: M1 plus (1) savings (including MMDAS), (2) small-denomination time deposits (time
deposits—including retail RPs—in amounts of less than $100,000), and (3) balances in retail
money market mutual funds (money funds with minimum initial investments of less than
$50,000). Excludes individual retirement accounts (IRAs) and Keogh balances at depository
institutions and money market funds. Seasonally adjusted M2 is calculated by summing
savings deposits, small-denomination time deposits, and retail money fund balances, each
seasonally adjusted separately, and adding this result to seasonally adjusted M1.

M3: M2 plus (1) large-denomination time deposits (in amounts of $100,000 or more), (2)
balances in institutional money funds (money funds with minimum initial investments of
$50,000 or more). (3) RP liabilities (overnight and term) issued by all depository institutions,
and (4) Eurodollars (overnight and term) held by U.S. residents at foreign branches of U.S.
banks worldwide and at all banking offices in the United Kingdom and Canada. Excludes

amounts held by depository institutions. the U.S. government, money market funds. and
foreign banks and official institutions. Seasonally adjusted M3 is calculated by summing large
time deposits, institutional money fund balances, RP liabilities. and Eurodollars, each
seasonally adjusted separately. and adding this result to seasonally adjusted M2.

L: M3 plus the nonbank public holdings of U.S. savings bonds. short-term Treasury
securities, commercial paper, and bankers acceptances, net of money market fund holdings of
these assets. Seasonally adjusted L is computed by summing U.S. savings bonds, short-term
Treasury securities, commercial paper, and bankers acceptances, each seasonally adjusted
separately, and then adding this result to M3.

Debt: The debt aggregate is the outstanding credit market debt of the domestic nonfinancial
sectors—the federal sector (U.S. government, not including government-sponsored enter-
prises or federally related mortgage pools) and the nonfederal sectors (state and Jocal
governments. households and nonprofit organizations, nonfinancial corporate and nonfarm
noncorporate businesses. and farms). Nonfederal debt consists of mortgages, tax-exempt and
corporate bonds, consumer credit, bank loans, commercial paper. and other loans. The data,
which are derived from the Federal Reserve Board's flow of funds accounts, arc break-
adjusted (that is, discontinuities in the data have been smoothed into the series) and
month-averaged (that is, the data have been derived by averaging adjacent month-end levels).

5. Sum of (1) savings deposits (including MMDAs), (2) small time deposits, and (3) retail
money fund balances, each scasonally adjusted separately.

6. Sum of (1) large time deposits, (2} institutional money fund balances, (3) RP Labilities
{overnight and term) issued by depository institutions, and (4) Eurodollars (overnight and
term) of U.S. addressees, each seasonally adjusted separately.

7. Small time deposits—including retail RPs—are those issued in amounts of less than
$100.000. All IRA and Keogh account balances at commercial banks and thrift institutions
are subtracted from small time deposits.

8. Large time deposits are those issued in amounts of $100,000 or more, excluding those
booked at international banking facilities.

9. Large time deposits at commercial banks less those held by money market funds,
depository institutions, the U.S. government, and foreign banks and official institutions.

10. Includes both overnight and term.



Money Stock and Bank Credit AS

1.11 RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT'

Millions of dollars

Average of

daily figures Average of daily figures for week ending on date indicated

Factor

1997 1997
June July Aug. July 16 July 23 July 30 Aug. 6 Aug. 13 Aug. 20 Aug. 27
SUPPLYING RESERVE FUNDS
1 Reserve Bank credit oulslqnding ............... 449,169 448,300 449,743 450.680 446,383 447,439 447,580 449,586 449017 450,750

U.S. government securities

2 Bought outright—System account’ 407,635 | 410,681 409254 | 411,118 | 410818 | 409,823 | 408573 | 410,183 | 408976 | 408.991
3 Held under repurchase agreements 7,801 3,618 6,571 5,039 1,713 3,315 5,059 4,795 5774 8.692
Federal agency obligations
4 Bought outright ................ ... ... 1,563 1.220 1,035 1,222 1.209 1,209 1,069 1,039 1,030 1,030
5 Held under repurchase agreements .. 862 814 1,333 1,096 163 350 538 809 1,981 1,369
6 Acceptances  ........... iieieeaioa.. 0 0 0 0 0 0 0 0 1] 0
Loans to depository institutions
7 Adjustment ceedit ... 94 105 205 10 27 216 102 8 704 74
8 Seasonal credit. . ......... ... R 243 330 387 303 347 378 376 365 385 407
9 Extended credit . . .. 0 0 0 0 0 0 0 0 0 0
10 Float .............. - 474 497 398 197 566 127 455 617 430 278
11 Other Federal Reserve assets ................ 30,497 31,534 30,559 31,694 31,540 32,021 31,408 31770 29,736 29,909
12 Goldstock .............. ... 11,050 11,050 11,051 11,049 11,049 11,050 11,051 11,051 11,051 11,051
13 Special drawing rights certificate account . 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200
14 Treasury currency outstanding ................. 2531 25,369 25431 25,363 25,377 2539 25,405 25,419 25,433 25.447
ABSORBING RESERVE FUNDS
15 Currency in circulation ........ ... ... .. ..., 451,823 456,114 456,739 456,881 455,217 454,417 455403 456,691 456,663 456,478
16 Treasury cash holdings ..................... 343 336 296 345 334 321 310 305 301 283
Deposits, other than reserve balances, with
Federal Rescrve Banks
17 Treasury ..o 8,848 4,750 4,855 4919 5212 4,877 5,196 4,965 4444 4.866
18  Foreign .. 182 175 201 190 168 172 189 170 226 197
19 Service-related balances and adjustments . .. 7,185 7.309 7,073 7,251 7,293 7.361 7,135 7,090 7,005 7.080
20 Other ... 366 319 357 321 311 316 350 352 372 365
21 Other Federal Reserve liabilities and capital ... .. 15,497 15,354 15,437 15,359 15,343 15,670 14,818 15,063 15,455 13,952
22 Reserve balances with Federal Reserve Banks® 10,487 10,063 10,466 11,026 8,130 9,947 9,835 10,620 10.235 11,226
End-of-month figures Wednesday figures
June July Aug. July 16 July 23 July 30 Aug. 6 Aug. 13 Aug. 20 Aug. 27
SUPPLYING RESERVE FUNDS
| Reserve Bank credit outstanding ......... .. ... 463,676 448,944° 453,815 450,131 446,018 453,652 449,131 457,796 451,262 459.555
U.S. government securities
2 Bought outright—System account® 410914 | 407,839 409409 | 411,733 | 409877 | 408992 | 411153 | 411,365 | 408,893 | 408.873
3 Held under repurchase agreements 15.456 6,326 10,547 4,840 1.650 8.927 3751 10,943 4,750 16.113

Federal agency obligations

4 Bought ovtright ...l 1,496 1,209 1,030 1,209 1,209 1.209 1,045 1,030 1,030 1,030
5 Held under repurchase agreements . 1117 743 2,622 500 190 975 218 2,005 1,681 2,350
6 ACCEPANCES . ... ... i 0 0 0 0 0 1] 1] 0 0 )
Loans to depository institutions
7 Adjustment credit ... ... oo 1.587 14 55 4 | 1,286 43 0 4,863 26
8 Seasonal credit . 307 398 412 328 365 392 371 378 399 412
9 Extended credit . . 0 0 0 0 0 0 0 0 0 0
10 Float ............... N 461 957" —85 128 948 —585 1,082 -174 244 276
11 Other Federal Reserve assets ................ 32338 31,459 29.824 31,388 31,778 32,456 31.468 32251 29,401 30,475
12 Gold stock ... o 11,050 11,051 11,050 11,049 11,050 11,051 11.051 11,051 11,051 11.05)
13 Special drawing rights certificate account . .. 9,200 9,200 9,200 9,200 9,200 9,200 9.200 9,200 9.200 9,200
14 Treasury currency outstanding . ................ 25,335 25.405 25,461 25,363 25377 25,391 25,405 25419 25,433 25.447
ABSORBING RESERVE FUNDS
15 Currency in circulation  ................ ... .. 453.624 455,103 459,526 456,880 455.703 455,465 457,063 457,600 457,170 458,387
16 Treasury cash holdings 343 31l 278 336 323 31 305 304 284 278
Deposits, other than reserve balances, with
Federal Reserve Banks
17 Treasury 16,368 5,014 4,700 6,562 4,942 5.153 5,947 4.678 4,863 5,200
18  Foreign 178 175 169 265 163 170 187 91 512 162
19 Service-related balances and adjus 7.559 7,135 7,057 7.251 7.293 7,361 7,135 7.090 7.005 7,080
2 Other ... ... .. 21 325 327 317 308 316 349 359 363 375
21 Other Federal Reserve liabilities and capital . .... 15517 14,785 16,144 15,167 15,138 15.540 14,732 15,299 15.365 15,816
22 Reserve balances with Federal Reserve Banks* 15350 11,753" 11,326 L 8,965 7,977 14.979 9,070 17,945 11,385 17.955
|. Amounts of cash held as reserves are shown in table 1.12, line 2. 3. Includes compensation that adjusts for the effects of inflation on the principal of
2. Includes securities loaned—fully guaranteed by U.S. government securities pledged inflation-indexed securities.
with Federal Reserve Banks—and excludes securities sold and scheduled 1o be bought back 4. Excludes required clearing balances and adjustments to compensate for float.

under matched sale-purchase transactions.
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1.12 RESERVES AND BORROWINGS Depository Institutions'

Millions of dollars

Prorated monthly averages of biweekly averages
Reserve classificanon 1994 1995 1996 1997

Dec Dec Dec Feb. Mar Apr. May June July® Aug.

| Reserve balances with Reserve Banks’ 24.658 20,440 13,395 11,455 11,515 12,308 10916 10.291 9.851 10.49]
2 Total vault cash®. ... ... ... 40,378 42,094 44,426 43375 42.116 +1.381 41,111 42398 43,129 42,363
3 Applied vault Cash4 36.682 37,460 37.848 36,588 36.029 35,571 35.081 36,319 36,529 36,153
4 Surplus vault cash’. 3,666 4,634 6.578 6,788 6.087 5810 6.030 6,079 6,600 6210
5 Total reserves® ... .. 61,340 57,900 §1.243 48,043 47.543 47,879 45,997 46,610 46,380 46,644
6  Requiredreserves......... . ..... 60,172 56.622 49.819 47012 46,383 46,869 44,757 45,330 45,179 45,392
7 Excess reserve balances at Reserye Ban 1,168 1,278 1,424 1,031 1,160 1010 1,240 1,280 1,201 1,253
8 Total borrowings at Reserve Banks" . . . 209 257 155 42 156 261 243 367 409 598
9 Seasonal borrowings .......... 100 40 68 21 37 88 173 243 330 385
10 Extended credit”......... 0 0 0 (] 0 0 o] [ 0 0

Biweckly averages of daily figures tor two week periods ending on dates indicated
1697

May 7 May 21 June 4 June 18 July 2 July 16 July 30 Aug. 13 Aug. 17 Sept. 10

| Reserve balances with Reserve Bank 11,493 10.547 11,030 9,782 10,639 10.560 9.003° 10,226 10,754 10.435
2 Total vault cash™. ... ... 41.838 40,879 40,929 43,447 41,664 42,756 43,703 43,250 41,480 42,573
3 Applied vault cash .................... 35.551 34,780 35,176 36,911 36,009 36.565 36.559 36.650 35,596 16.4388
4 Sumplus vaul[ cash® 6.288 6,099 5753 6,536 5,655 6,191 7.144 6,600 5.884 6,085
S Total reserves® ... ... 47.043 45,326 46,205 46,693 46,648 47,125 45.562" 46,876 46.250 46,923
6  Required reserves. .. 45,619 44,280 44,821 45,417 45.398 45,739 44,561 45,562 45.153 45,679
7 Excess reserve balances at Reserve Banks’ 1,424 1.046 1.384 1.276 1.250 1.386 1.0017 1314 1.197 1.244
8 Tolal borrowings at Reserve Banks! 219 189 336 222 547 314 484 426 785 503
9 Seasonal bom)wmgﬂ ...... .. 127 169 210 205 300 299 363 37 396 392
10 Extended credit”. ... .. ... ... ..o 0 0 0 0 0 0 0 0 0 | 0

1. Data in this table also appear in the Board's H.3 (502) weekly statistical release. For
ordering address, see inside front cover. Data are not break-adjusted or seasonally adjusted.

2. Excludes required clearing balances and adjustments to compensate for float and
includes other off-balance-sheet “as-of* adjusiments.

3. Total “lagged” vaull cash held by depository mstitutions subject to reserve
requirements. Dates refer to the maintenance periods during which the vault cash may be used
to satisly reserve requircments. The maintenance period for weekly reporters ends sixteen
days after the lagged computation period during which the vault cash is held. Before Nov. 25,
1992, the maintenance period ended thirty days after the lagged computation period.

4. All vault cash held during the lagged computation period by “bound™ institutions (that
15, those whose required reserves exceed their vault cash) plus the amount of vault cash
applied during the maintenance period by “nonbound’ institutions (that is, those whose vault
cash exceeds their required reserves}) to sausfy current reserve requirements.

5. Total vault cash (line 2) less applied vault cash (hne 3).

6. Reserve balances with Federal Reserve Banks (line 1) plus applied vauht cash
line 3).

7. Total reserves (Jine 3} lexs required reserves (line 6).

8. Also includes adjusiment credit.

9. Consists of borrowing at the discount window under the terms and conditions estab-
lished for the cxtended credit program to help depository institutions deal with sustained
liquidity pressures. Because there is not the same need to repay such borrowing promptly as
with traditional short-term adjustment credit, the money market effect of extended credit is
similar to that of nonborrowed reserves.



1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per year

Policy Instruments A7

Current and previous levels

Adjustment credit! Seasonal credit® Extended credit’
Federal Reserve
Bank o o
10/3';97 Effective date Previous rate 10/3';97 Effective date Previous rate 10/03'}97 Effcetive date Previous rue
Boston . . .. 5.00 2/1/96 5.25 5.55 6/25/97 5.60 6.05 9725197 610
New York .. ... . 1/31/96
Philadelphia .. .. 1/31/96
Cleveland. ... . 1/31/96
Richmond. .. 271196
Atlunta .. ........ 1/31/96
Chicago . ... 2/1/96
St. Louis. . 2/5/96
Minneapolis 1/31/96
Kansas City .. 271196
Dallas N 1/31/96
San Francisco. 5.00 1/31/96 5.28 5.35 972597 5.60 6.05 9/25/97 6.10
\
Range of rates for adjustment credit in recent ye::u'.\"1
Range (or | ER. Bank Range (or | FR. Bank Range (or | FR. Bank
Effccuve date Jevely-—All of Effective date level}—All of Effective date level)—All of
FR. Banks N.Y. FR Banks N.Y. FR. Banks NY
In effect Dec 31,1977 ... .. G 6 1981—Nov. 13-14 13 1988—Aug. 9 . . . ... 6-6.5 A5
13 13 n ... 6.5 6.5
1978—1Jan. 65 Dec 12 1
6.5 1989—Feb. 24 ... 6.5-7 7
May 7 1982—July 20 1Ls-12 1.5 27 7
7 23 (B tLS
July 7.25 Avg. 2 =115 1 1990—Dec. 19 .............. 6.5 6.5
7.25 3 L 11
Aug 7.75 16 10.5 10.5 1991—Feb. 1 6
Sept 8 27 10-10.5 10 4. 6
Oct. 8.5 .. 10 10 Apr. 30 ... . . ... 55
85 Oct 12 9.5-10 9.5 May 2 ... o 55
Nov. 9.5 13 9.5 9.5 Sept. I3 .. ..., 5
95 Nov 22 9-9.5 9 o . N
26 9 9 4.5
1979—July 10 Oec. 14 8.5-9 9 4.5
Aug. 10.5 15 8.5-9 85 35
10.5 17 85 8.5 35
Sept. 1]
2 3] 8.5-9 9 1992—July 2 ... . 3-35 3
Oct. 12 9 9 T . 3 3
12 8.5-9 85
8.5 85 1994—May 17 . . . . ... 335 35
1980—Fcb i3 8 b 8 ... .. 35 35
13 Aug. 16 .. 354 4
May 13 1985—May 20 ............... 7.5-8 7.5 18 4 4
12 24 75 7.5 Nov. 15 4-4.75 4.75
June 3 17 4.75 4.75
11 1986—Mar. 7 7-7.5 7
July 10 0 7 7 1995—Feb. 1 ........ ..., 4.75-5.25 5.25
10 Apr. 21 6.5-7 6.5 9 ... 5.25 525
Sept. 11 23.. 6.5 6.5
Nov 12 July 11 6 6 1996—Jan. 31 ... .. e 5.00-5.25 5.00
Dec 13 Aug. 2] S.5-6 S Feb. 5.. ... .. .. 5.00 5.00
13 22 S5
1981 —May 14 In effect Oct. 3, 1997 5.00 5.00
i4 1987—Sept 4 .......... ... i5-6 6
| ) D <] 6

1. Available on a short-term basis to help depository institutions meet temporary needs for
funds that cannot be met through reasonable alternative sources. The highest rate established
for loans to depository institutions may be charped on adjustment credit loans of unusual size
that result from a major operating problem at the borrower’s facility

2. Available to help relatively small depository mstitutions meet regular seasonal needs for
funds that arise from a clear pattern of intrayearly movements i their deposits and loans and
that cannot be met through special industry lenders The discount rate on seasonal credit takes
into account rates charged by market sources of funds and ordinanly 1~ reestablished on the
first business day of each two-week reserve maintenance penod: however, it is never less than
the discount rate applicable to adjustment credit.

3. May be made available to depository institutions when similar assistance is not
reasonably available from other sources, including special industry lenders. Such credit may
be provided when exceptional circumstances (including sastained deposit drains, impaired
access to money market funds, or sudden deterioration in loan repayment performance) or
practices involve only a particular institution. vr to meet the needs of nstitutions experiencing
difficulnes adjusting 1o changing market conditions over a longer period (purticularly at times
of depostt disintermediation). The discount rate applicable to adjustment credit ordinarily s
charged on extended-credt loans outstanding less than thirty days; however, at the discretion

ot the Federal Reserve Bank, this time period may be shortened. Beyond this initial period, a
flexible rate somewhat above rates charged on market sources of funds is charged. The rate
ordmarily is reestablished on the first business day of each two-week reserve mainienance
period, but it is never less than the discount rate applicable (o adjustment credit plus 50 basis
pomts,

4. For earher data. see the following publications of the Board of Governars: Banking und
Monetary Statistics, 1914-1941. and 194/-1970: and the Annual Statistical Digest, 1970~
1979

In t980 and 1981, the Federal Reserve applied a surcharge to short-term adjustment-credit
borrowings by institutions with deposits of $500 million or more that had borrowed
successive weeks or in more than four weeks in a calendar quarter. A 3 percent surcharge was
in effect from Mar. 17, 1980, through May 7. 1980. A surcharge of 2 percent was reimposed
on Nov. 17, 1980; the surcharge was subsequently raised to 3 percent on Dec. 5, 1980, and to
4 percent on May 5, 1981, The surcharge was reduced to 3 percent effective Sept. 22, 1981,
and to 2 percent effective Oct 12, 1981, As of Oct. 1, 19R1. the formula for applying the
surcharge was changed from a calendar quarter 10 a moving thirteen-week penod. The
surcharge was elimmnated on Nov. 17, 1931,
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1.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS'

Requirement
Type of deposit
Percentage of .
deposits Effective date
Net transaction accounts®
10 million-$49.3 million® . ... ... 3 172197
2 More than $49.3 million® ... ... e . 10 112197
3 Nompersonal time deposits™. . .......... . . . ... L oL 0 12/27/90
4 EBurocurrency Nabilities®. ... ... 0 12/27/50

1. Required reserves must be held in the form of deposits with Federal Reserve Banhs

or vault cash. Nonmember institutions may maintain reserve balances with a Federal
Reserve Bank indirectly, on a pass-through basis. with certain approved nstitutions For
previous reserve requirements. see earlier edivons of the Annwal Report or the Federal
Reserve Bullenn. Under the Monetary Control Act of 1980, depository mstitutions
include commercial banks, mutual savings banks, savings and loan associations. credit
unions, agencies and branches of foreign banks. and Edge Act corporations.
. 2. Transaction accounts include all deposits against which the account holder is permitted
to make withdrawals by negotiable or transferable instruments, payment orders of with-
drawal. or telephone or preauthonzed transiers for the purpose of making payments to third
persons or others. However, accounts subject to the rules that permit no more than six
preauthonized, automatic, or other transfers per month (of which no more than three may be
by check, draft, debit card. or similar order payablic directly to third parties) are savings
deposits, not transaction accounts.

3. The Manetary Control Act of 1980 requires that the amount of transaction accounts
aganst which the 3 percent reserve requirement applics be modified annually by 80 percent of
the percentage change in transaction accounts held by alt depositury stitutions. determined
as of June 30 of cach year. Effective with the reserve mamtenance penod beginning January 2.
1997, tor deposttory institutions that report weekly. and with the peniod beginning January 16,
1997. for insututions that report quarterly, the amount was decreased from $32.0 million ©
$49.3 million.

Under the Garn-St Germain Depository Instituttons Act of 1982, the Board adjusts the
amount of rescrvable liabilities subject to a zero percent reserve requircment each year for the

ceeding calendar year by 80 percent of the percentage increase in the total reservable
fiabilitics of all depository wistitutions, measured on an annual basis as of June 30. No
corresponding adjustment 1s made 11 the cvent of a decrease. The exemption applics only to
accounts that would be subject to a 3 percent reserve requirement Effective with the reserve
maintenance period beginning January 2, 1997, for depository institutions that report weekly,
and with the period beginning January 16, 1997. for institutions that report quarterly. the
exemption was raised from $4.3 million to $4.4 million.

4, The reserve requirement was reduced from 12 percent to 10 percent on
Apr. 2, 1992, for institutions that report weekly. and on Apr. 16, 1992, for institutions that
report quartecly.

5 For mstiutions that report weekly, the reserve requirement on nonpersonal time deposis
with an origmal maturity of less than 14 years was reduced from 3 percent to 12 percent for
the mantenance pertod that began Dec. 13, 1990, and to zero for the maintenance period that
began Dec. 27, 1990. For (mstituttons that report quarterly, the reserve requirement on
nonpersonal time deposits with an original maturety of iess than 12 years was reduced from 3
percent 1o 7ero on Jan. 17. 1991

The reserve requirement on fonpersonal ttme deposits with an original maturity of |14
years or more has been zers since Qct. 6. 1983,

6. The reserve requirement on Eurocurrency habilines was reduced from 3 percent to zero
in the sne manner and on the same dates as the reserve requirement on nonpersonal time
deposits with an original maturity of less than |12 years (see note 5).




1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS'

Millions of dollars

Policy Instruments A9

1997
Type of transaction 1094 1995 1996
and maturity :
Jan. Feb. Mar. Apr. May June July
U.S. TREASURY SECURITIES2
Qutright transactions (excluding matched
transactions}
Treasury bills
1 Gross purchases. ............ Co 17484 10,932 9,901 0 0 QO 4,006 QO 596 0
2 Gross sales. . 0 0 0 0 0 0 0 0 0 0
3 Exchanges 380,327 | 405296 | 426928 40,346 33,997 31720 33,160 47456 33.022 41,643
4 For new bil 380,327 405,296 426,928 40,346 33.647 3720 33,160 47.456 33.022 41.643
5 Redemptions 0 900 0 0 0 0 0 [} 0 0
Others within one year
6 Gross purchases. ............... T 733 390 524 0 818 0 0 383 494 0
7 Gross sales ..... 0 0 0 0 0 0 0 0 0 0
8  Matrity shifts . . 0 43,574 30,512 2481 5.086 3143 2,006 3.006 1,476 4359
9 Exchanges —31,649 —35407 —41,394 - 550 —-2.864 -1.534 -2,100 -4.229 -2,250 - 1,087
10 Redemptions . ............. . . . ... 2,337 1.776 2.5 607 0 Q0 376 0 1) 598
One to five years
11 Gross purchases ............... 9916 5,366 3.898 0 1125 2361 1,924 1,102 27997 Q0
12 Gross sales. . 4] 0 0 0 0 0 0 §] 0 0
13 Maturity shifts .. ............... .. ... —6,004 —34,646 —25.022 ~2.481 -4926 ~-3.143 —2.006 —-4.685 -1.476 —4.359
14 Exchanges ...................... 26,458 26,387 31,459 350 1,874 1.534 1.700 2479 2.250 1.087
Five to ten years
15 Gross purchases. . . ...........coovuineioiino.n 3.575 1.432 1.116 0 [} 0 0 734 499 0
16 Gross sales. . 0 0 0 0 0 0 0 0 0 0
17 Matunty shifts =345 —5.469 0 1.236 0 0 -981 0 0
18 Exchanges ................ . . .. ... ... 4,717 6,666 0 890 0 400 1,750 0 0
More than ten years
19 Gross purchases. . ...  ........ 3.606 1.655 0 0 .17 0 988 906 0
20 Gross sales. . 0 0 0 Q Q 0 Q ] 0
21 Maturity shift R -918 =20 0 —1.396 0 0 0 ] 0
22 Exchanges ................... oo 775 3.270 0 450 0 0 0 0 0
All maturities
23 Gross purchases ... oo 35314 20,649 17,094 0 1.943 3978 5.930 3.206 5.292 0
24 Gross sales 0 0 0 0 0 0 0 0 0
25 Redemptions 2,337 2,676 2015 607 0 4} 376 0 0 598
Matched transactions
26 Gross purchases. .. ........ R e 1.700.836 | 2.197.736 | 3.092.399 285.667 250,867 288.373 303.056 387.229 293,500 307,101
27 Gross sales  ........... O 1.701.309 | 2.202.030 | 3.094.769 283.240 254,741 288.073 301177 287.826 293.008 308,578
Repurchase agreements
28 Gross purchases ..., 309.276 331,694 457,568 74422 48.805 60.425 102578 46.552 60,286 44,503
29 Grosssales ... ... Lo o 311,898 328,497 450,359 86.673 45.747 60,718 62,685 89,477 47.070 53.217
30 Net change in U.S. Treasury securities. .. ........... 29,882 16,875 19919 | —10430 1127 3.984 47,326 -40.316 19.006 —11,78¢
FEDERAL AGENCY OBLIGATIONS
Qutright transuctions
31 Gross purchases . ... .. B I 0 0 0 0 0 0 0 0 0 [}
32 Gross sales ........... J Q 4] 4] { { ¢] 4] a 4] 4]
33 Redemptions . .......... . . .o 942 1.003 409 187 27 17 24 0 474 287
Repurchase agreements
34 Gross purchases ....... ... ... oo 52,696 36,851 75.354 17,668 9.795 14,200 10,178 7.954 9,228 9.262
35 Grosssales ... 52,696 36,776 74.842 17,993 9454 14.830 10.285 7.096 9.131 10,811
36 Net change n federal agency obligations ........... —-942 -928 103 =514 RIE) ~547 —131 858 —=377 —1.826
37 Total net change in System Open Market Account . . . 28.940 15,948 20,021 | —10944 1.441 3,437 47,195 —39.458 18,629 -13.,625

| Sales. redemptions. and negative tigures reduce holdings of the System Open Market

Accoun, all other figures increase such hotdings.

2. Transactions exclude changes in compensation for the eftects of inflation on the principal

of inflation-indexed sccurities
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements!

Millions of dolars

Wednesday End of month
Account 1997 1957
July 30 Aug. 6 Aug. 13 Aug. 20 Aug. 27 June 30 July 31 Aug. 31
Consolidated condition statement
ASSETS
1 Gold ceruficate account.  ........ . ... . 11.051 11.051 11,051 11,051 11.05] 11,050 11,051 11,050
2 Special drawing rights certificate Acmum . . 9.200 9.200 9.200 6,200 9.200 9.200 9.200 9.200
B3 GO .o 477 480 493 500 492 492 484 485
Loans
4 To depository mshitutions 1,679 414 375 3.262 438 1,894 411 468
50ther ... ... 0 0 0 0 0 0 0 0
6 Accepmn\es held under repu 0 0 0 0 ] 0 0 0
Federal agency obligations
7 Bought outright . .. ... e e 1,209 1.045 1.030 1,030 1030 1,496 1.209 1030
8 Held under repurchase .1grecmcm< N e 975 218 2.005 1.681 2.350 1,117 743 2.622
9 Total U.S. Treasury securities. . ............... ........ 417,919 414,904 422,308 413,643 424,986 426,370 414,165 419,956
10 Bought outright® .. ..... ...... o e e 408.992 411,153 411,365 408,891 408.873 410914 407.839 409.409
L Bills.. ... e L A 194207 196,367 196.579 194107 194 086 195,531 193,053 194,623
120 Notes .. ......... . N 160.524 160),524 160,525 159,795 159.795 161,122 160,524 159,795
13 Bonds........ . I . 54,261 54,261 54,261 54,991 54,991 54,261 34,261 54,991
14 Held under repurchase agreements 8,927 3,751 10,943 4.750 16,113 15,456 6,326 10,547
I5 Total loans and securities . ... ... N P 421,782 416,581 425719 421,616 428,804 430,878 416,529 424,076
16 Items in process of collection. ... ....... ... 5733 7.854 6,051 6.374 6.543 2,400 4,833 4,252
17 Bank Premises . ... ... oooouiiii s e 1,258 1,260 1.262 1,266 1,266 1,251 1,257 1,265
Other assets .
18 Denominated in foreign currencies - P 17.999 17,209 17.216 17.222 17.229 17,970 17,204 17.320
19 All other ..., o N P 13.074 13,031 13.852 10975 11.946 13,295 12,976 11,302
20 Totalassels . ... o 480.574 476.666 484,842 478,204 486,529 486,536 473,534 478,950
LIABILITIES
21 Federal Reserve notes . ..., e e 430.862 432,442 432978 432.521 433.709 429,124 430,492 434,827
22 Totaldeposits . ...... ... ... . 28,624 22878 30,734 24,538 30,903 40,087 23,646 23,693
23 Depository mnstitutions. .. ... .. B T 22,984 16,395 25,506 18,800 25.169 23.219 18,132 18,497
24 US. Treasury—Genera) accoum 5,153 5947 4.678 4.863 5,200 16,368 5.014 4,700
25 Foreign—Olflicial accounts ..., . . N . 170 187 191 512 162 178 175 169
26 Other ... ... o 316 349 359 363 375 k| 325 327
27 Defesred credititems. ............., C e e 5,549 6.615 5.832 5,781 6,101 1.808 4,611 4,286
38 Other hahilities and accrued dividends™ . ... .. e 4.929 4.728 4,786 4,639 5.037 5.029 4919 5.005
25 Total liabilities .. ... . .. ... ... ... L 469,963 466.662 474,330 467,478 475,750 476,048 363,667 467.811
CAPITAL ACCOUNTS
30 Capital pud m.. .. . o P 5.087 5103 5138 5.140 5,150 5.050 5.087 3150
31 Surplus . . .. .. 4,496 4415 4,496 4,496 4.496 4,456 4317 4.496
32 Other capital accounts 1,028 485 879 1,090 1,133 943 462 1.493
33 Total liabilities and capital accounts .............. ... .. 480,574 476,666 484,842 478,204 486,529 486,536 473,534 478,950
MFEMO
34 Marketable ULS. Treasury securities held in custody for
foreign and international accounts .. ... ... 631,119 631,975 636.115 645.17( 643,568 632,925 634.814 642,699
Federal Reserve note statement
353 Federal Reserve notes outstanding (issued to Banks) .. ... ... 541,296 542,206 542,935 544,126 544.930 542,199 541,783 546,295
36 Less: Held by Federal Reserve Banks. .. ... .. .. . 110,434 109,764 109,957 111,606 111,221 113,075 111.291 111,467
37 Federal Reserve notes. net ... . ... L .. +430.862 432442 432,978 432.521 433,709 429,124 430.492 434.827
Collateral held against notes. net
38 Gold certsficate account ... o 11,051 11,051 11,051 11,051 11,051 11,050 11.051 11,050
39 Special drawing rights certificate account 9.200 9,200 9.200 9,200 9.200 9.200 9.200 9,200
40 Other eligible assets .. . ..... . . 0 0 0 0 0 0 0 0
41 US. Treasury and agency securities .. 410611 412,191 412,727 412270 413458 408.874 410,241 414,577
42 Total collateral .. ... ... ...... ... ... .. e 430,862 432,442 432,978 432,521 433,709 429,124 430,492 434,827
1. Some ot the data in this table also appear in the Board's H.4.1 (503) weekly statistical 3. Valued monthly at market exchange rates.
release For ordening address, see inside front cover 4. Includes special investment account at the Federal Reserve Bank of Chicago i Treasury
2 Includes securities loaned—fully guaranteed by U.S. Treasury sccurities pledged with bills maturing within ninety days.
Federal Reserve Banks—and tncludes compensation that adjusts for the effects of inflation on 5. Includes exchange-translation account reflecting the monthly revaluation at market
the principal of inflation-indexed securities. Excludes securities sold and scheduled 10 be exchange rates of foreign exchange commitments.

bought back under matched sale—purchase transactions.
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All

1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holding

Millions of dollars

Wednesday End ot month
Type of holding and maturity 1997 1997

July 30 Aug. 6 Aug. 13 Aug. 20 Aug. 27 June 30 July 31 Aug. 1)

t Totalloans. ... ........ . .. . . . . ... ... 1.677 414 375 5,262 438 1,894 412 368

2 Within fifteen days'. ... . . o 1.610 120 90 5198 a7 1,726 193 294

3. Sixteen days to ninety days. ... . . ..o oL 73 285 285 64 21 169 218 174

4 Total U.S. Treasury securities®. ... ... ... ... ... 417,919 414,904 422,308 413,643 424,986 426,370 414,165 419956

5 Within fifteen days' .o 16.820 21,622 284114 19.642 25.050 23.839 9.419 12,146

6 Sl_xlr::n days to ninety days .. . L 92,691 84,589 84,139 91.107 90,752 94,494 88,758 91,288

7 Nincty-one days 1o one year. . 131.377 132492 133,557 129.881 136,171 129,694 139.787 143510

8 Onc year to five years. ... ... 94.004 93.174 93174 90614 90,614 05315 93,174 90,614

9 Five years 1o ten years ..., 39.017 30016 39.016 37.657 37,657 39.016 39,016 37,657

10 More than ten years .. . . .. ... 44011 44.011 44011 44741 44,741 44011 44011 44741
Il Total federal agency obligations . . ... . .. 2961 1,263 3,035 2,711 3,380 2613 2,130 3,757
12 Withun titteen da_\’sl ............ 1.154 233 2.005 1.752 2,455 1,392 922 2727
13 Sixteen days to nincty days 185 211 211 141 106 231 185 106
14 Ninety-one days to one year 130 104 154 154 154 210 130 154
15 Onc year to five years. ... ... e 401 401 351 351 351 416 401 351
16 Five years to ten years .............oovvoneo.i.. 290) 290 290 290 290 290 290 204y
17 More than ten years. ........... ... 25 25 25 25 25 25 25 25

1. Holdimgs under repurchase agreements are classified as maturing withm fifteen days in

accordance with maximum maturity of the agreements.

2. Includes compensation that adjusts for the efteets of anflunon on the principal ol
iflation-indexed securitics

1.20 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE'

Billions of dollars, averages of daily figures

T
1997
Item 1993 1994 1995 1996
Dec. Dcc. Dec Dec ‘
Jan. Feb ‘ Mar. Apr. May June July Aug.
ABJUSTED FOR i Scasonally adjusted
CHANGES IN RESERVE REQUIREMENTS®
1 To@h reserves® . ... ooovei s 60.55 59.40 56.39 50.06 49.52 49.01 4831 47.43 47.05 47.1) 46.89 47.41
2 Nonborrowed reserves® ... 60.46 59.20 56.13 4991 49.47 48.97 48.16 47.17 4681 46.74 46.48 46.82
3 Nonborrowed reserves plus extended credit® 60 46 59.20 56.13 4991 49.47 48.97 48.16 47.17 46 81 16.74 46.48 46.82
4 Required Teserves L 598 58.24 5501 48.64 48.29 4798 47.15 46.42 45.8) 15.83 45.68 46.16
5 Monetary base” .. . . 386,88 | 41848 | 43452 | 452,67 | 45414 | 45628 | 257,62 | 45824 | 459.60 [ 46130 | 464227 | 166.50
Not scasonaily adjusted
6 Total reserves’ 6113 58.02 51.52 50.67 48.12 47.69 48.09 46.93 46.76 47.08
7 Nonborrowed rescrves 60.92 §7.76 51.37 50.62 48.0% 47.83 46.56 46.35 16.49
8 Nonborrowed reserves p us extended credit 60.92 5776 51.37 50.62 4K.0R 47.83 46.56 46.35 46.49
9 Required reserves®. .. ... ... . . 59.96 56.74 S0.10 49.44 47.08 47.08 45.65 45.56 4583
10 Monetary hase” ... oo oL 290,50 | 422,51 | 439.03 [ 456.72 | 455.55 | 452.56 458.17 461.81 | 465.56 | 467.29
NOT ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTS'”

I Total reserves! Lo 6286 | 6134 | 5790 | SI24 | 5064 | 4804 | 4754 | 4788 | 4600 [ 4660 | 4638 | 40.64
12 Nonborrowed reserve: 62.78 61.13 57.64 51.09 50.60 48.00 47.39 47.62 34575 46.24 45.97 46.03
13 Nonborrowed reserves plus extended credit’ 62.78 61.13 57.64 5109 50.60 48.00 47.39 47.62 45.75 46.24 45.97 46.05
14 Required reseryes 61.80 60.17 56.62 49.82 49.42 47.0 46.38 46.87 44.76 4533 45,18 45.39
15 Monetary base! L ID7.62 | 427.25 | 44445 | 46349 | 46271 | 459.63 | 462.22 | 46506 | 46522 | 46878 | 47259 | 474.05
16 Excess reserves™ . 00 0 L .06 1.17 1.28 1.42 1.22 1.03 1.16 1.0} 1.24 .28 1.20 125
17 Bomowings from the Federal Reserve . ..o 08 21 .26 16 05 .04 16 26 ‘ 24 37 4 60
I Latest maathly and biweekly figures are avalable from the Bourd's H.3 (502) weekly 8 To adjust required reserves lor discontinutties that are due to regulatory changes

statistical release. Historical data starting in 1959 and estimates of the ¢(fect on required
reserves of changes in reserve requirements are available from the Money and Reserves
Projections Section, Division of Monetary Affairs. Board of Governar< of the Federal Reserve
System. Washington, DC 20551.

2. Figures reflect adjustments for discontinuities. or “breaks,”
changes in reserve requirements. (Sce also table 1.10.

3. Scasonally adjusted, break-adjusted 1otal reserves equal seasonally adjusted. break-
adjusted required reserves (line 4) plus excess reserves (line 16).

4 Seasonally adjusted, break-adjusizd nonborrowed reserves equal seasonally adjusted.
break-adjusted total reserves (hne 1) Jess total borrowings of depository mstitutions from the
Federal Reserve (hoe 17).

5. Extended credit consists of barrawing at the discount window under the terms and
conditions cstablished fur the extended credit program to help depository mstitutions deal
with sustaimed liguidity pressures. Because there 1s not the same need 1o repay such
borrowing promptly as with traditional short-term adjustment credit, the money market ettect
of extended credit is similar to that of nonborrowed reserves.

6. The seusonally adjusted. break-adjusted monetary base consists of (1) scasonally
adjusted. break-adjusted total reserves (line 1), plus (2) the seasonally adjusted currency
component of the money stock. plus (3) tfor all guarterly yeporiers on the “Report of
Transaction Accounts. Other Deposits and Vault Cash™ and tor all those weckly reporters
whose vault cash exceeds then requred reserves) the seasonally adpusted. break-adjusted
difference between current vault cash and the amount applied to satsty current reserve
requirements

7. Break-adjusted total reserves equal break-adjusted required rescrves (line 9) plus excess
reserves (line 16).

associated with regulatory

reserve requirements, a multiphcative procedure 1s used to estimate what required reserves
would have been in past periods had current reserve requirements been in eftect Break-
adjusted required reserves include required reserves against transactions deposits and nonper-
~onal time and savings deposits thut not reservable nondeposit liabilities).

9. The break-adjusted monetary base equals (1) break-adjusted total reserves (line 6). plus
(2) the (unadjusted) currency component of the money stock, plus (3 (for all quarterly
reporters on the ~“Report of Trunsaction Accounts, Other Deposits and Vault Cash™ and for all
those weekly reporters whose vault cash exceeds therr required reserves) the break-adjusted
Jiflerence between current vault cash and the amount apphed to satisfy cureent reserve
regquirements.

1. Reflects actual reserve requirernents, including those on nondeposic labilities, with no
adjustments to elimmate the effects of discontinuities associated with regulatory changes m
reiervc requirements.

Reserve balances with Federal Rescrve Banks plus vault cash used to satisty reserve
rmqummen{s

12 The monetary base. not break-adjusted and rot seasonally adjusted, consists of (1) total
reserves (line 11). plus (2) required clearing balances and adjustments to compensate for float
al Federal Reserve Banks, plus 13) the currency component of the money stock, plus (4) tfor
all quurlerly reporters on the “Report of Transaction Accounts, Other Deposits and Vauh
Cash™ and for all those weekly reporters whose vault cash exceeds their required reserves) the
difference between corrent vault cash and the amount applied to satisfy current reserve
requirements. Since the intraduction of contemporancous rescrve requirements m Febroary
1984, currency and vaslt cast {igures have been measured over the compttation pertods
ending on Mondays.

13. Unadjusted total reserves (hine 11 less unadjusted cequired reserves (hne 14,
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121 MONEY STOCK, LIQUID ASSETS, AND DERT MEASURES'

Billions of dollars, averages of daily figures

1997
i 1993 1994 1995 1996
tem Dec. Dec. Dec. Dec. ‘
May June ‘ July Aug
Seasonally adjusted
Measures
I Mt . 1,129.8 1.150.7 1,129.0 1,081.17 1,062.8' 1.063.2 1.0662.1 1.069.5
2 3,486.6 3.502.1 3,635.0 3,834.5 3,904.7 39198 36317 39679
3 4,254.4 4,327.3 4,592.5 4,933.2 5,076.3" 5,145.5! 5,200.0
4 5.167.8 5,308.4 5,697.6 6,098.8" 6,280.3 6.342.2 n.a.
5 12.457.3" 13,072.17 13,768.1" 14.485.7" 14.759.6" 14 785.9' 14,840.0 n.a
M1 components
6 Currency” . ......... 3222 334.4 3726 3952 406.1 407.7 4103 4122
7 Travelers checks® 7.9 8.5 89 8.6 8.2 8.0 8.2 8.3
8 Demand deposits” .. .. ... . 385.2 384.1 391.1 402.6' 395.7" 3973 396.4 401.7
9 Other checkable deposits®. . 4145 403.8 356.5 274.8 2528 250.1 247.3 247.3
Nam‘ran SACHON CAOMPOREnts
10 InM2° . ... PN P . 2,356.8 23514 2,5260 2,7533 2,841.9" 2.856.6 2.869.6 2,895.4
M3 i\n\) BN A RPN 7678 8153 9375 1,098.7 AT 1,)79.4° 1.213.8 12321
Commerctal banks
12 Suvings deposits. including MMDAs ... ... ... .. 785.2 752.4 776.0 903.9 9454 949.9 9552 966.5
13 Small time deposits’ . 468.3 503.2 576.0 592.0 602.0 607.8 614.17 615.8
14 Large time deposits 2719 298.4 3447 4123 4413 449.8' +66.9' 4741
Thrift institutions
15 Savings deposis, leudm MMDAs ... ... L 434.0 3972 3611 367.1 3755 375.5 374.7 374.9
16 Small time deposits” ... . o 314.3 3143 3577 3537 351.8 350.6 346.7 346.2
17 Large time depositsV . . ... 61.5 64.7 75.1 792 82.4 832 84.7 85.0
Monev marker mutial funds
18 Retail ... ..., e e 1549 384 4552 536.6 567.2 5729 5789 594.9
19 Insttution-only ... .. e e e 209.5 19%.3 2469 299.3 36 318.9 21 3292
Repurchase agreements und burodollars
2( Repurchase 5\“reemcnlﬂl e 158.6 1829 182.1 194.0 2027 198.7 208.0' 211.0
21 Eurodollars’™® ... Lo 66.4 80.8 887 1139 133.5° 128.8 130.0' 1327
Debt companents
22 Federal debt ... ..., e D 33229 34919 3.638.% 3.780.0¢ 3.789.7 27764 37794 wnd
23 Nonfederal debr .. .. .. S B 9134 47 v.580.2' 10.129.6/ 10.705.7 10,969 9 11009 4' 11.060.6 n.a
Not seusonally adjusted
Medasures”
24 M| 11537 1.1528 L1031 1.051.9' 1,062.5 1.063.7 1.067.4
23 M2 3.506.6 36752 38529 3.887.2 R 39366 39714
26 M3 4,274.3 4.612.0 4,930 5.038.2 5.095.3 51432 5.202.0
27 L... . 5,197.7 5.729.5 6,128.2' 6.256.7" 0,289.4" 0.332.1 g,
28 Debt ... 12,459 4" 13.768.3" 14.485.1" 14719.0 14,748.4' 14.789.7 n.a.
M1 components
29 Currency™. ...l o 324.8 3575 376.2 3979 4006.1 408.4 43 434
30 Travelers chechs 7.6 3.1 8.5 83 8.2 8.2 8.7 8.3
31 Demand deposis® BT 401.8 3003 4073 4189 3874 396.3 398.1 4003
32 Other checkable deposn\ RN 419.4 408.6 360.8 278.0 250.2 249.5 245.0 243K
Nﬂnlransm'lt()n ('{)m[]()ll(‘nt.i
33 In M2’ 2.352.9 2.348.1 2.522.6 2,749.8 2.835.4 2.854.8 28729 2.904.0
34 In M3 only’ 768.2 8249 936.6 1,097.2 1.170.9° 1,178.1" 1.206.6' 1.230.6
Conumercul banks
35 Savimgs deposits. mcludnu MMDAs.... ..., e 784.3 S1.7 7753 9029 9437 G52.7 958.5 969.9
36 Small ume dep m Y . 466.8 501.5 5738 589.8 603.2 608.2 614.8 6158
37 Large time deposits i 272.0 298 3457 4137 443.6 450.1 464.4' 4729
Thrift institutions
38 Savings deposits, mdudm(Y MMDAs. . ...... T 1334 396.8 360.8 366.7 374.8 6.6 376.0 376.1
19 Small tume depoc](im e 333 132 356.3 352.4 3525 350.8 3471 346.2
40 Lurge time deposits 6l.s 648 754 795 828 33 842 R4 8
Money market mutual funds
41 Retail ... ......... ... e e 3550 385.0 456.3 538.1 561.1 566.5 576.5 596.0
42 Institution-only ... 210.6 199.8 2482 300.5 307.0 313.1 321.0 3283
Repurchase agreements and Ewodollars
43 churchase‘Alarumemx L BN . 1366 1746 178.0 188.8 205.3 2038 208.7 2130
44 Burodollars' = . A e e e e 67.6 Sy %94 147 132.3' 127.9 128.3" 131.6
Debr components
45 Federal debt ... .. e 33295 3.499.0 3,045.9 3.787.9 3.781.3 3.766.2 37599 na.
46 Nonfederal debt.......... ... . ... 91299 9.574.9 10.122.6' 10,697.1" 10.937.7 10.982.2' F1.029.8 n.a.

Footnotes appear on [ollowing page
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NOTES TO TABLE 1.21

1. Latest monthly and weekly figures are available from the Board's H.6 (508) weckly
statistical release Historical data starting in 1959 are available from the Money and Reserves
Projections Section, Division of Monetary Affairs, Board of Governors of the Federal Reserve
System, Washington, DC 20551.

2. Composition of the money stock measures and debt is as follows:

MI: (1) currency outside the U.S. Treasury, Federal Reserve Banks, and the vaults of
depository institutions, (2) travelers checks of nonbank issuers, (3) demand deposits at all
commercial banks other than those owed 1o depository institutions, the U.S. povernment, and
foreign banks and official institutions, less cash itemns in the process of collection and Federal
Reserve float, and (4) other checkable deposits {OCDs). consisting of negouable order of
withdrawal (NOW) and automatie transter service (ATS) accounts at depository stitutions.
credit union share draft accounts, and demand deposits at thnift institutions. Seasonally
adjusted M1 15 computed by summing currency, travelers checks, demand deposits, and
OCDs, each seasonally adjusted separately.

M2: MI plus (1) savings deposits {including MMDAs), (2) small-denomination time
deposits (time deposits—including retail RPs—in amounts of less than $100.000), and (3)
balances in retail money market mutual funds (money funds with mimmum initial invest-
ments of less than $50.000). Excludes individual retirement accounts {JRAs) and Keogh
balances at depository institutions and money market funds. Seasonally adjusted M2 is
calculated by summing savings deposits, small-denomination time deposits, and retail money
fund balances. each seasonally adjusted separately, and adding this result to seasonally
adjusted M.

M3: M2 plus (1) large-denomination time depostts (in amounts of $100,000 or more)
1ssued by all depository institutions, (2) balances in institutional money tunds (money funds
with minimum initial investrnents of $50,000 or more}, (3) RP liabilities (overnight and term)
issued by all depository institutions, and (4) Eurodollars {(overnight and term) held by U.S.
residents at foreign branches of U.S. banks worldwide and at all banking offices in the United
Kingdom and Canada. Excludes amounts heid by depository institutions. the U.S. govern-
ment, money market funds, and foreign banks and official institutions. Seasonally adjusted
M3 is calculated by summing large time deposits, institutional money fund balances, RP
habilities. and Euredollars, each seasonally adjusted separately, and adding this result to
seasonally adjusted M2

L: M3 plus the nonbank public holdings of US. savings honds. short-term Treasury
securities, comriercial paper, and bankers acceptances, net of money market fund holdings of

these assets. Seasonally adjusted L ts computed by summing U.S. savings bonds. short-term
Treasury securities, commercial paper, and bankers acceptances, each seasonally adjusted
separately, and then adding this result to M3.

Debt: The debt aggregate is the outstanding credit market debt of the domestic nonfinancial
sectors—the federal sector (U.S. government, not including government-sponsored enter-
prises or federally related mortgage pools) and the nonfederal sectors (state and local
governments, households and nonprofit organizations, nonfinancial corporate and nonfarm
noncorporate businesses, and farms). Nonfederal debt consists of mortgages, tax-exempt and
corporate bonds. consumer credit. bank loans, commercial paper. and other loans. The data.
which are derived from the Federal Reserve Board’s flow of funds accounts, are break-
adsusted (that 1s, discontinuities m the data have been smoothed into the series) and
month-averaged (that 1s. the data have been derived by averaging adjacent month-end levels).

3. Currency outside the U.S Treasury, Federal Reserve Baaks. and vaults of depository
insututions.

4. Outstanding amount of U.S. dollar-denominated travelers checks of nonbank issuers.
Travelers checks issued by depository institutions are included in demand deposits.

5. Demand deposits at commercial banks and foreign-related institutions other than those
owed to depository institutions, the U.S. government, and foreign banks and official institu-
tions, less cash items in the process of collection and Federal Reserve float.

6. Consists of NOW and ATS account balances at all depository institutions. credit unjon
share draft account balances, and demand deposits at thrift institutions.

7. Sum of (1) savings deposits (including MMDAs). (2) small tme deposits, and (3) retail
money fund balances.

8. Sum of (1) large time deposits, (2) institutional money fund balances, (3) RP Labihities
(overnight and term) issued by depository institutions, and (4) Eurodollars (overnight and
term) of U.S. addressces.

9. Small time deposits—including retail RPs—are those issued in amounts of less than
$100,000. All IRAs and Keogh accounts at commercial banks and thrift institutions are
subtracted from small time deposits,

10 Large time deposits are those issued in amounts of $100.000 or more, excluding those
booked at international bankmg facilities.

11. Large time deposits at commercial banks less those held by money market funds,
depository institutions, the U.S. government, and foreign banks and ofhcial institutons.

12 Includes both overmight and term.
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1.22 DEPOSIT INTEREST RATES AND AMOUNTS OUTSTANDING Commercial and BIF-insured saving banks'

1996 1997
I 1995 1996
tem Dec. Dec.
Dec. Jan Feb. Mar Apr. May June July Aug.
Interest rates (annual effective yields)
INSURED COMMERCIAL BANKS
1 Negotiable order 01 withdrawal accounts” . ... 191 na n.a. n.a. na n.a. n.a. n.a na n.a. n.a.
2 Savings depmns e S 3.10 n.a. n.a. n.a. na. n.a. n.a. n.a. na n.a. n.a,
Interest-bearing time deposits with balances of
less than $100,000, by maturity
3 7 to 91 days 4.10 403 4.03 4.03 4.05 4.02 4.01 407 4.09 4.08 4.10
4 92 to 182 days 4.68 4.63 4.63 4.63 1.62 4.67 4.72 4.77 479 4.76 4.79
S 183 days to | year 3.02 5.00 5.00 5.01 302 508 543 5.15 S.46 S5 5.14
6 More than | year to 2 . 5.17 522 5.22 525 527 5.36 5.46 5.45 5.4 541 5.41
7 More than 2V2 years . ... .. . 5.40 5.46 5.46 5.49 5.51 5.60 5.69 5.68 5.69 5.63 5.67
BIF-INSURED SAVINGS BANKS*
8 Negouable order gf withdrawal accounts® .. . 1.91 n.a. n.a, n.a. na. na. n.a. n.a na. n.a. na.
9 Savings dep(\sm S 2.98 .. na, n.a. na n.a. na. na na n.a. na.
Interest-bearing time deposis with balances of
less than $100.000. by maturity
10 7 to 91 days 443 4.66 4.75 4.73 4.80 4.83 4.81 4.82 4.87 4.78
11 92 to 182 days 4.95 5.02 5.05 5.04 5.06 5.13 RA R 5.13 5.13 5.09
12 183 days to | year . 5.18 5.28 5.31 531 5.37 543 545 5.47 5.44 544
13 More than | year to 212 yedr\ ........ 5.33 5.53 5.58 5.59 5.69 5.75 577 5.72 5.74 5.69
14 More than 22 years ... e 546 572 597 578 584 591 591 590 5.89 5.85
Amounts outstanding (millions of dollars)
INSURED COMMERCIAL BANKS
15 Negoliable order of withdrawal accounts’ ... .. 248 417 n.a. na na, n.a n.a. n.a. na. n.a n.a. na.
16 delng< deposits™ ... L 776,466 n.a. na n.a. na n.a. n.a. n.a. n.a na. n.a.
17 Personmal .......... N .| 615113 na. . na. n.a. na. n.a. n.a. n.a. n.a. n.a.
18  Nonpersonal 161,353 n.a. n.a. n.a. n.a. na. n.a. n.a. n.a. n.a. n.a.
Interest-bearing time deposus with balances of
less than $100,000, &y maturity
19 7 to 91 days RV . . 32,170 ERCRY 32931 32,799 32,796 34.853 34485 32,561 31.369" 30,106 30406
20 92 10 182 days . e 93,941 92,301 92.301 94,955 95,235 93.804 92,432 91,234 91.246" 90,480 90.231
21 183 daysto I year .... .. .| 183,834 201,449 201,449 201,491 202,329 203,336 207,006 209,296 | 211,256" | 211,331" | 212,011
22 More than 1 year to 2V2 years . -] 208,601 | 213,198 | 213,198 | 213,875 | 212970 | 214,066 | 226,159 | 220,795 | 228,065 | 231,836' | 234,349
23 More than 22 years ... ... 199.002 199.906 199,906 198.077 197,958 200,282 199,147 198.694 197,163 | 195.713' 195,511
24 IRA and Keogh plan deposits .......... . 150.067 151.275 151,275 150,442 150,356 151,931 151,105 151.192 151,938 | 151.380' 150.561
BIF-INSURED SAVINGS BANKS4
25 Nugolmhle ordcr of withdrawal accounts’ . . . 11,918 na. n.a. n.a. n.a. n.a. na. n.a. n.a. n.a. n.a.
26 23 68,643 n.a. n.a. n.a. n.a. n.a. n.a. na. n.a. na. n.a.
27 65,366 na. n.d. n.a. n.a. n.a. n. n.a. n.a. n.a. na,
28 3277 n.a. na. na. na. n.a. n.a. na. n.a na. n.a.
Interest-bearing time deposus wuh balances of
less than $100,000. by marturity
29 71091 days .......... N 2,001 2,428 2,428 2,542 2,535 2.656 2.698 2,738 2679 2.591° 2,538
30 92 to 182 days .. ... . 12,140 13,013 13,013 13,112 13,099 13,377 13,463 13,731 13,721 13,603" 13,470
31 183 daysto lyear. .. ... ................. 25,686 28,792 28,792 29,503 29,510 30.002 30,076 29.661 29.752" 29.796" 29,287
32 More than | yearto 2Y2 years .. .......... 27,482 29,095 29,095 29,163 29,699 31.028 31,616 31.664 32,1017 32,702° 33.178
33 More than 212 years .. ...l . 22.866 22254 22254 21,828 21.877 21.731 21,640 21391 21.439" 21,137 20.893
34 IRA and Keogh plan accounts . ... R 21,408 21,365 21365 20,408 20423 20.860 20.860 20,683 20.654' 20,616' 20,649
1. BIF, Bank Insurance Fund. Data in this table also appear in the Board's H.6 (S08) 2. Owing to statistical difficulties associated 1n part with the implementation of sweep
Special Supplementary Table monthly statistical release. For ordering address, see inside accounts. estimates for NOW and savings accounts are not available beginning December
front cover. Estimates arc based on data collected by the Federal Reserve System from a 1996.
stratified random sample of about 425 commercial banks and 75 savings banks on the last day 3. Includes personal and nonpersonal money market deposits
of cach month. Data are not seasonally adjusted and include IRA and Keogh deposits and 4 Includes both mutual and federal savings banks

tureign currency-denominated deposits Data exclude retail repurchuse agreements and depos-
its held in U.S branches and agencies of foreign bank<
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1.26  COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities'
A. All commercial banks

Billions of dollars

Monthly averages Wednesday figures
Account 1996 1997 1997
Aug. Feb. Mar. Apr. May June July Aug. Aug. 6 Aug. 13 | Aug 20 | Aug. 27

Seasonally adjusted

Assets
! Bank credut. ...................... 36779 38404 3.860.1 39009 3.909.3 39316 3.960.1 39719 39875 1957.0 39703 3,969.6
2 Securities in bank credit . . .. 974.3 1,0202 1.014.3 1,034.1 10159 10127 1.032.7 1.026.5 10482 10159 1,0143 1,027.7
3 U.S. government securities 703.5 703.6 7084 7237 72358 726.7 7276 715.2 7214 7075 706.7 721.2
4 Other securities ......... 2708 3165 3059 3104 292.4 286.0 3051 3112 3268 3084 307.5 3065
5  Loans and leases in bank cred . 2.703.6 28202 2,845.8 2,866.8 2,893.4 29189 29274 29455 29393 26411 2956.0 25419
6 Commercial and industrial . . 736.6 7932 797.5 804.6 810.3 8158 8178 827.1 8213 8237 829.0 8303
7 Realestate . . ............ . 11097 1.140.4 11540 1.167.1 1,178.0 1874 1,192.0 11977 11981 1,963 1.197.3 1,197.0
8 Revolving home equity .. ... .. 810 86.5 879 89.7 9309 924 933 94.1 937 939 94.1 943
9 Other ................. Lo 10287 1.053.9 1,066.1 10774 1,087 1 LO9S.I 10087 11036 1,104.4 11024 1,1032 1,102.8
10 Consumer. A 5140 520.5 5181 516.2 5194 521.7 5214 5220 5237 5225 5217 5206
11 Security! .. .... 72.1 839 882 897 §9.1 94.0 95.3 95.1 934 975 99.8 90.5
12 Other loans and lez 2613 2823 288.0 289.2 2969 2999 300.9 3.7 3027 301 308.2 3035
13 Interbank loans .. ... 198.1 2047 2200 2159 2186 191.7 186.1 1928 1817 190.0 198.0 1987
14 Cash assets? . . 2252 2334 2400 246.5 244.1 2483 2450 2626 246.6 2580 257.1 281.6
15 Other assets® . ................... 252.7 265.0 2727 2712 T 282.5 2773 280.5 2715 2779 2846 2856
16 Total assets® ... ........... C | 42965 44874 | 4536 | 45840 | 45930 | 45972 | 46112 | 46506 | 46299 | 46255 | 46527 | 46783
Lubilites
17 Deposits ...... . ... . 27536 28916 2916.1 2.949.6 29370 29711 29925 30183 30100 30033 30120 30289
18 Transaction. . . .. . 7339 705.1 699.7 701.8 6899 693.8 688.7 6958 687.8 6.5 690.0 7118
19 Nontransaction . 2019.6 21876 22163 22479 22472 22773 2,303.7 23224 23222 23128 23220 23172
20 Large time . .. 4527 5425 54838 568.1 563.5 580.9 600.2 606.6 603.4 5964 6105 608.8
21 Other ... .. 1,567.0/ 16450 1.667.6 1,679.8 1.683.6 1,696.4 1,703.5 1,7159 1,7188 17164 17115 17084
22 Borrowings ....... 7054 7353 748.0 763.8 767.0 7372 733.1 7469 7311 7463 757.1 7504
23 From banks in the U. 290.6 3049 3130 3128 3025 2706 2629 2757 266.1 274 2842 2764
24 Fromothers . ........ 414.8 4304 4350 4s51.1 464.6 466.6 4703 4713 4650 3750 4729 4739
25 Net due to relaied foreign offices. N 2474 2177 209.1 21015 2337 2295 2157 2066 2077 2012 2121 205.1
26 Other habilities . ............ ... .. 2199 286.2 2776 2703 262.5 263.2 2772 2834 293.) 2806 2784 2823
27 Total liabilities . .............. .| 39263 4,131.8 4.150.8 4,1953 42003 42010 42185 4,255.0 42419 42313 4,259.6 42663
28 Residual (assets less liabilities) . .. . .. 370.2 3556 3858 388.7 3927 396.2 3927 3956 388.0 \;394‘2 3931 4118

Not seasonally adjusted

Assets
29 Bank credit ... Lol L 3.679.1 38332 3.850.5 39004 35139 39353 3955.8 39732 39897 3959.9 39723 396238
30 Securities i bank credit . . ... 9787 1.016.8 1.016.9 1,036.6 10249 1.019.2 1.030.0 1031.8 1,051.1 10224 1,021.2 1,0303
31 U.S. government securities . . . 7058 7023 7130 7264 7259 7265 7235 71840 7226 710 710.7 7223
32 Other securities ... ........ . 2729 3144 3040 3102 299.0 2927 306.5 3138 3284 3114 3105 308.0
33 Loans and leases in bank credit? .. 27004 28165 23336 2,863.8 28839 2916.1 29258 29415 29387 29375 2,951.1 29324
34 Commercial and industrial ... .. 7427 792.8 800.1 8119 R17.1 8193 819.1 8228 821.1 821.1 825.0 8219
35 Realestate .............. .| LIN2 1,1373 1.148.1 1.162.6 L1736 1,185.8 11921 1,199.4 1.198.6 1.198.9 1,1985 1,1989
36 Revolving home equity . .. 81.2 86.1 87.1 889 X.7 924 933 944 938 94.1 94.4 94.6
37 Other ............... S 10299 1,051.3 1.061.0 10737 1.083.0 10934 1.098.7 1,103.0 1,104.8 1.104.8 1.104.1 1,14.3
38 Consumer ..... .. 5144 5212 S13.5 5137 5170 5189 519.1 5224 5221 5219 5225 5226
39 Security®. . ... ... C 706 85.0 878 90.2 895 916 93.8 932 9.6 95.6 972 879
40 Other loans and leases. . . ... . 261.6 2801 2841 285.3 2917 298.6 3018 3037 304.3 300.0 308.0 301.1
41 Interbank loans ... .. e 193.4 2090 2164 2143 2141 189.2 1839 1884 182.7 186.2 1939 185.2
42 Cash assets? . ... .. A 2143 2345 2308 241.8 2419 245.0 241.3 2490 2373 240.6 240.7 2552
43 Other assets™ L 2556 2649 268.1 2749 2800 2827 2792 2838 2717 2807 2847 286.5
44 Total assets” ....... ........... 42849 44858 4,509.7 4,574.8 4,5932 4,595.1 4,603.3 4,637.0 4.630.0 4,610.0 4,634.2 4,632.3

Liabilities
45 Deposits ... .v i i 27430 28776 2.904.8 2,947.1 29284 2.966.3 29838 30082 30128 2.993.1 29%96.6 2,990.7
46  Transaction........ ... . 7210 698.1 687.5 705.0 680.0 688.1 6825 683.3 6849 6764 672.6 676.8
47  Nontransaction A 20220 21795 22173 2,242.1 22484 22782 23013 23249 23279 23167 23240 23139
48 Large time ...... ... 452 542.1 548.8 563.7 5684 580.7 5058 605.7 602.3 595.6 610.6 609.3
49 Other . ....... PR Lo 15098 16374 1.668.4 16784 1,680.0 1,697.5 1.705.5 17192 17256 17211 17134 1,704.6
50 Bosrowings . ..., ... ... R 7101 7198 7285 764.8 776.8 756.3 7465 7514 739.3 747.5 768.7 746.8
S! From banks 1n the US. .. .. 295.8 293.1 3013 311.6 3105 2834 2709 280.1 269.0 2732 294.2 2781
52 Fromothers. . ............ . . 4153 4267 4272 4532 466.3 4729 4756 471.3 470.2 474.3 474.5 4687
53 Net due to related foreign offices .. .. 243.1 2286 2183 210.1 2367 2200 2019 2022 195.5 1967 200.0 2182
54 Other liabilities ................. . 2193 288.1 2758 2706 266.2 265.5 275.5 2821 291.8 2797 2758 2819
55 Total liabilities .. ................. 39165 4,114.2 4,1274 4,192.6 42080 4,208.2 4,217.7 42439 42394 4,216.9 4,241.1 42377
56 Residual (assets less liabilities)”. ... .. 3684 3716 3R23 3822 385.2 386.9 385.6 3931 3906 3931 3930 3946

MEMO
57 Revaluanon gains on off-balance-sheet

ems®L L e na 1018 904 9m.) 814 76.1 84.3 86.1 994 854 84.7 79.1
58 Revaluation losses on off-balance-
sheet tems® .. ...l Ll na. 98.5 86.9 88.0 857 807 84.4 90.1 104.3 894 882 824

Footnotes appear on p. A21.
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1.26  COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities'—Continued
B. Domestically chartered commercial banks

Billions of dollars

Monihly averages Wednesday figures
Account 1996 1997 1997
Aug Feb. Mar. Apr. May June July Aug Aug. 6 Aug 13 Aug. 20 Aug. 27
Seasonally adjusted
Asyets
| Bank credit . ....... PRI 32124 3,309.8 333438 33672 3,369.3 33889 34142 3,430.3 3.438.1 34222 34352 34267
2 Secunties i bank credic 2% 843.2 8404 856.1 8403 8352 8478 843.6 8557 841.6 843.0 8399
3 US government securities 622.2 618.2 624.8 635.8 6335 634.4 634.0 626.6 628.8 625.7 625.5 626.8
4 Other securities . . .. . 202.7 2250 216.6 220.2 206.8 200.9 2138 217.0 2269 2158 217.5 2131
5 Loans and leases in bank credit® 2,387.5 2,466.6 2,4934 25112 2,529.0 2,553.6 2.566.4 2,586.7 25824 2.580.6 2,592.2 2,586.8
6 Commercial and industrial 552.7 576.2 581.6 588.2 590.8 595.7 597.8 605.7 601.2 602.6 606.7 608.8
7 Realestae ......... ..... 1.076.8 1,108.4 1,122.5 1,135.7 1,147.4 1.157.8 1,163.4 1,169.5 1,169.6 1,167.9 1,169.1 1.168.9
8 Revolving home cquuy .. 8L.0 86.5 87.9 89.7 90.9 924 933 94.1 937 939 94.1 942
9 Other ... .. 995.8 1,021.9 1.034.6 1.046.1 1,056.5 L0654 1.070.2 1,075.4 1.075.9 1.074.0 1.075.0 1.074.8
10 Consumer. ........ 514.0 5205 5181 516.2 5193 8217 5214 $22.0 $23.7 S22.5 521.7 520.6
11 Security®.. ... 424 44.1 484 46.5 45.6 8.0 50.4 514 S1.3 524 53.1 49.5
12 Other loans and leases. . 2017 2174 222.7 2245 226.1 2304 2333 238.1 236.6 235.2 241.6 239.0
13 Interbank loans .. .. .. .. 181.1 183.8 197.2 197.0 197.9 171.8 166.5 174.2 163.2 168.5 181.1 179.1
14 Cash aw:ls‘ 196.2 200.5 207.6 2138 210.1 212.6 211.0 228.1 2123 2242 223.1 246.1
15 2141 2239 231.7 238.1 238.9 241.3 234.2 2374 230.0 2359 2425 240.5
16 Total assets® ... ... ... . 3.746.5 3,862.2 39154 39598 3,959.8 3.957.9 3.969.0 4,013.0 3.986.5 39938 4,024.8 4.035.6
Liabilines
17 Deposits . ............. 2,574.2 2.654.7 2,6734 26918 2,63849 27128 2,721.1 2,746.2 27359 2,7355 2,740.1
18  Transaction, ... .. .. 723.6 695.4 689.3 691.0 678.6 682.7 677.5 683.8 675.4 678.9 677.8
19 Nontransaction .. 1.850.6 1.959.3 1,984.1 2,000.8 2,006.3 2,030.1 2,043.6 2,062.4 2.060.5 2,056.7 2,062.4
20 Large time . 285.8 3183 320.1 3234 3252 336.2 3427 349.3 443 342.8 3534 3524
21 Other ....... 1.564.8 1.641.0 1.664.0 1.677.1 L68]1.1 1,693.9 1.700.9 1.713.1 1.716.2 17138 1,709.0 1.705.8
12 Borowings . S75.8 5921 608.0 6218 6232 398.7 5955 607.3 5978 604.5 615} 608.9
23 From banks in the US. .. 256.6 2710 278.2 280.0 2693 239.5 2326 244.9 2374 241.6 250.0 246.9
24 Fromothers......... ... 39 321 3298 3428 3539 356.2 3629 3624 360.4 362.9 365.1 362.0
25 Net due to related foreign offices .. 74.2 782 68.0 771 85.1 80.8 85.6 79.1 74.7 748 83.9 83.8
26 Other liabilities ................... 154.9 186.4 183.7 1783 17322 173.1 180.6 185.5 192.4 186.9 185.0 182.6
27 Total liabilities .. ..... . ......... 3,379.0 3.511.4 3,533.1 3,571.0 3.566.4 3.562.3 3.5829 3,618.1 3,600.8 3,60.7 3,624.1 3,632.9
28 Residual (assets less habilities)? ... .. 3675 350.8 3823 388K 3934 395.6 386.1 3949 385.8 3920 400.7 1027
Not seasonally adjusted
Assets
29 Bank credit . . . ... .. Ll 3.210.2 33021 33254 3.3660.6 33713 13922 34095 34275 34367 34194 34316 34189
30 Securities in bank credit . 826.1 838.9 843.4 858.0 844.4 841.1 846.2 8453 855.9 843.2 844.9 840.5
31 U.S. government securities ... ... 623.0 615.2 626.4 639.0 635.4 635.5 6326 627.8 629.8 627.0 626.3 627.3
32 Other securities . ........ ..... 203.0 2237 217.0 2190 209.0 205.6 2136 217.5 226.2 216.1 218.6 213.2
33 Loans and leases in bank credit? . ... .. 2,384.1 2.463.2 2,482.0 2,508.6 2,526.9 2,551.1 2.563.3 2,582.3 2.580.7 25759 2,586.6 2,578.5
34 Comumercial and industral ... ... 5488 5759 584.6 5948 597.4 598.4 5979 601.3 600.0 598.8 602.0 601.7
35 Real estate .................. 1,078.2 1.105.3 1.116.6 11317 1,143.2 1,156.2 1.163.6 L1710 [.170.2 1,170.5 1,170.2 1,170.8
36 Revolving home equm . 81.2 86.1 871 88.9 90.7 924 933 94.4 918 94.1 94.4 94.6
37 Other . . S 997.0 1,019.2 1,029.5 1.042.7 1,052.6 1,063.9 1.070.3 1.076.7 1.076 .4 1.076.4 1,075.8 1.076.2
38 Consamer  ...... ..... S 5144 5212 5135 513.7 517.0 5189 519. 5224 5221 5219 5225 522.6
39 Security®. . P 409 45.2 48.1 47.0 46.0 47.6 48.9 49.5 50.5 50.6 50.5 46.9
40 Other loans and leases. ......... 2019 215.6 219.3 2213 2232 2300 2338 2379 2379 2341 241.5 236.4
41 Interbank loans . o 176.4 188.2 193.7 195.3 193.5 169.3 164.3 169.8 164.1 164.7 177.0 165.6
42 Cash assets? 185.2 202.4 199.1 209.9 207.8 208.5 2071 214.6 2029 206.5 206.6 220.2
43 Other ussets® 216.2 223.0 2277 2372 240.1 2416 2371 2399 235.6 2379 242.0 2403
34 Tolal assets® ... ... e 3.730.6 3,859.9 3,890.0 3.952.8 3,956.3 3,954.7 3.961.2 3,994.6 3,982.1 3971.2 4,000.0 3,987.9
Liubilines
45 Deposils ...l e 2.565.0 2.642.8 2.662.3 2.695.6 2.675.7 2,707.6 27154 2.738.3 2,741.6 2.728.3 2736.6 2,719.9
46  Transaction. . ... .. 7109 688.2 677.3 694.6 669.2 677.1 671.2 671.6 672.9 665.1 660.8 665.2
47 Nontransaction . . | 1854 1,954.7 1.985.0 2,000.9 2,006.5 2.030.5 2,044.2 2.066.7 2,068.7 2.063.2 2,065.8 2.054.7
48 Large time ... .... 286.5" 321.1 320.1 3250 329.0 3355 3414 350.4 3457 3447 354.9 3526
49 Other . . e .| L567.6 1,633.5 1,664.9 1.675.8 1,677.5 1,695.0 1.7029 1,716 4 1.723.0 17186 1,710.9 £.702.4
S0 Borrowings  ....... . 576.4 583.2 5944 6223 633.1 609.8 5998 606.3 553.2 600.1 621.3 605.5
51 From banks in the US 2614 261.5 268.1 2786 2718 250.6 2389 248.7 2382 242.2 259.9 249.8
52 Fromothers....... ... .. 3151 3217 326.2 3437 3553 359.2 360.9 3576 355.1 3579 3614 3557
53 Net due to related foreign offices . 719 799 72.5 78.8 92.3 79.6 83.0 76.6 70.0 68.5 80.2 89.6
54 Other liabilities .. ................. 153.9 185.8 182.0 178.8 1742 174.4 I181.1 184.1 190.8 184.9 182.6 181.6
55 Total liabilities . . .. L 33673 34918 352 3,5758.5 3,575.3 3STLA 3,579.3 3,605.3 35956 3,581.9 36107 3,596.6
56 Residual (assets less Habilities) .. .. .. 3634 368.) 378.7 3774 381.0 3834 381.9 389.3 386.5 389.3 389.4 3913
MEMO
57 Revaluation gains on off-balance-sheet
tems® .. na. 559 49.0 49.5 42.0 385 443 45.1 53.6 44.5 46.5 40.0
58 Revaluation Iocse% on off-
sheet items® . . n.a. 50.9 43.2 44.6 434 40.2 45.7 46,5 553 459 479 41.2
59 Mortgage-backed securities? . . ... n.a. 2435 2453 2488 249.0 2502 2518 2535 254.2 2538 252.1 2536

Footnotes appear on p. A21.
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1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities' —Continued
C. Large domestically chartered commercial banks

Billons of dollars

Monthly averages Wednesday figures
Account 1996 1997 . 1997
Ang. Feb. Mar. Apr. May June July Aug. Aug. 6 Aug 13 | Aug. 20 | Aup 27
Seasonally adyusted
Assets
I Bank credat. ... ....... ..., .| 18805 19420 1.954.0 19723 1.964.2 1.974.8 19925 1.996.0 2,0074 1991.2 19994 19902
2 Securities in bank credit .. .. S| 42450 4435 4379 489 4324 4285 4414 4370 4490 4353 4358 4335
3 U.S. government securities 301.4° 2082 302.5 311.8 308.6 3099 3092 301.7 3035 N2 300.1 N4
4 Trading account. . ... .. 203 16.2 183 203 194 23] 249 21.8 225 20.5 210 23
5 Investment account . . . . 2810 2820 2842 291.5 2892 286.8 2843 2799 281.0 280.7 279.1 280.1
6 Other securities ........... .. 1232 1452 1354 137.1 1238 118.6 1222 1353 145.5 134.] 135.7 1311
7 Trading account . L 56.9 80.0 9.4 720 5844 51.8 64.2 63.7 739 2.8 63.7 59.1
8 Investment accaunt . 66.3 63.3 66.0 63.1 634 6.8 68.0 716 716 713 20 721
9 State and local gmunmcnl 205 241 20.8 208 201 217 221 22.3 223 02 2243 212
10 Other ................ . 45.8 4.1 452 443 H13 45.1 45.8 494 49.3 491 49.7 198
11 Loans and leases in bank credit 14559 14985 1.516.1 1,523.4 15318 1.546.2 1,551t 1,5589 15584 15558 1.563.6 1,556.7
12 Commercial and industrial . . 3864' 4022 406.3 411.8 4127 4160 4160 421.8 4182 4195 4227 4241
13 Bankers acceptances . . . .. 17 16 1.7 16 L6 1.6 16 1.5 1.4 1.5 L5 15
14 Other ............... S 384 400.6 404.5 4102 4112 4144 414.4 4203 4168 418.0 421.1 422.6
15 Real estate . 5957 6011 607.1 6104 617.0 621.8 621.0 621.2 622.5 620.8 620.8 619.8
16 Revolving home equity .. ... .. 573 59.7 60.5 61.1 62.0 632 4.0 64.6 642 64.4 64.6 4.6
17 Other ................ ... 538.4' 5415 546.7 549.3 555.0 5586 557 556.7 558.3 556.5 556.3 5552
18 Consumer. Lo 295 3016 3003 298.8 300.2 3003 3009 2988 3012 3000 297.1 206.7
19 Security®. ... .o o0 L L L 378 394 435 41.9 40.9 433 457 465 46.5 47.5 483 5
20 Federal funds sold to and
repurchase agreements
with broker—dealers. ... ... 239 240 7.1 238 233 26.5 28.6 300 300 306 304 286
2 Other ............... . 139 153 16.5 18.1 176 169 17.1 165 16.5 16.8 179 159
22 State and local government .- 1.7 1.6 \L5 112 111 1.2 1.2 13 112 113 113 112
23 Agricultural ... 89 87 8.7 87 89 88 87 87 8.7 838 87 87
24 Federal funds sold to and
repurchase dgreemenh
wiih others. . ... . 5.0 53 6.3 74 S8 63 73 6.3 83 5.1 62 6.5
25 Al other louns . . P 0.7 62.8 65.0 64.0 647 66.2 66.0 68.6 659 67.] 725 689
26 Lease-financing receiv vables .. 543 658 674 9.4 0.8 722 743 76.1 57 758 76t 76.3
27 Interbank loans ... ...... R 1400 1338 1434 148.9 496 1215 115.2 1210 107 1136 129.7 126.1
28  Federal funds sold to and
repurchase agreements with
commercial banks . .. 933" 84.0 92.1 96.8 933 9.8 69.5 737 638 639 822 789
29 Other ................... o 46.7 499 513 S2 56.3 517 45.7 473 46.8 477 476 471
30 Cash assets! ... e . 136.6 1355 140.5 145.3 1434 1429 142.0 155.5 1429 152.2 1519 171.2
31 Other assets® 167.8" 1734 1744 179.6 181.4 179.1 1723 1735 1674 170.4 176.6 1772
32 Total assets® ... ... ............. 2286.8° 23483 2,3758 2,409.3 24008 2.381.7 23853 2,409.4 2397 2.39%0.7 2421.0 24283
Liabilimes
33 Deposits ... o L e 1417.6° 1447 14526 td64.8 1454.8 14705 14648 14784 1473.8 1.468.0 1.474.8 1.486.1
34 Transact .. Lo 4207 3925 %55 385.3 3748 3779 3720 1766 37338 3.7 3724 ®s59
35 Nontransaction . 990.9' 1.052.2 10670 1.079.5 1.079.9 1.092.5 1,092.8 LINY 1,100.0 1.096.2 1,102.5 1.100.2
36 Large time . .. 145.6° 163.1 1639 168.2 168.4 176.6 181.2 186.7 1822 180.6 190.5 189.8
37 Other . .... . 851.3" 889.0 903.2 911.2 91L.5 9159 911.6 915.1 9178 915.7 9119 9103
38 Bortrowings ......... . 4267 4395 4532 466.3 4669 4382 435.1 4445 434.6 4416 452.1 4464
39 From banks in the U. 1731 1874 193.9 195.1 1839 1599 157.1 1684 159.8 163.8 1743 171.2
40 From others ...... 253.6' 2521 1592 271.2 2829 278.2 2779 2760 2748 2778 2778 2752
41 Net due to refated foreign offices .. 69.8 742 611 72.7 80.9 770 808 746 704 705 79.0 79.3
42 Other liabilitles ................. 1207 162.0 1579 1528 146.9 1459 154.1 158.0 165.2 159.6 157.5 155.0
43 Total liabilities . . . . L] 204387 2,1204 2,127.8 2,156.6 21494 2.131.5 2,1349 2,1555 21440 2.139.6 2,1634 2,166.7
44 Reswdual (assets less liabilities)’ . . . .. 243 2280 2480 2527 2524 250.1 2503 2539 247.7 2510 2576 2016

Footnotes appear on p. A2,
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.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities' —Continued
C. Large domestically chartered commercial banks—Continued

Monthly averages Wednesday figures
Account 1996 1997" 1957
Aug. Feb. Mar. Apr. May June July Aug. Aug 6 Aug. 13 Aug. 20 | Aug. 27
Not seasonally adjusted
Assets
45 Bank credit ... . . ...... .| 18786 19297 1949 ) 19713 1.966.4 1977.2 19873 19935 2006.7 19882 19974 1981.5
46 Securities in bank credit ....... 76 440.7 4386 474 4347 4326 2406 104 451.5 4384 4406 4346
47 U.S. government securities . 3039 296.6 3030 3119 3090 3092 W86 304.5 306.6 303.9 3035 3033
48 Trading account 210 164 194 205 19.6 216 238 225 233 214 25 214
49 [nvestment account 2829 280.1 2837 291.4 289.4 2876 2848 2820 2833 2824 281.0 2819
50 Mortgage-backed securities # 1820 1838 186.3 186.2 186.5 187.8 187.3 188.8 1879 1858 187.5
51 Other ... ...ooinns . 98.0 w7 104.9 1030 1009 %68 916 935 94.6 952 94.4
52 One year or less. na. 264 26.7 29.1 276 275 259 258 26.2 264 259 25.1
53 Between one and five yeari ¢ 565 56.6 577 570 546 506 48.1 479 483 485 483
54 More than five years. 15.1 164 18.0 185 188 204 206 204 199 208 209
55 Other securities . . 1237 1442 1355 135.6 1257 1234 1320 1359 1449 134.6 137.1 1314
s6 Trading account. .. . S78 788 9.8 08 W6 70 o9 648 738 618 656 597
57 Investment account . . . . . e 65.9 65.4 65.7 648 65.1 66.4 671 712 711 08 715 716
58 State and local government . 203 211 20.8 209 212 218 217 220 219 20 221 22
59 Other .................. 45.7 442 449 438 439 44.6 453 49.1 492 4838 494 49.5
60  Loans and leases i i 145107 1,498.9 15106 1,523.8 1.531.6 1.544.6 1.5468 1.553.0 1.555.2 1.549.8 1,556.8 1.546.9
61 Commercial and industrial .. .. 383.7° 402.2 408.7 2172 4179 175 4161 4186 4179 4168 4192 4185
62 Bankers accepmme< ....... 17 16 16 15 15 16 {S 15 14 I 15 15
63 Other ..... . ....... 38200 400.6 071 4156 463 4159 4146 a17.1 4165 4153 4177 4170
64 Real estate .......... . 59600 600.6 6042 609.0 6143 6204 6208 6217 6230 6223 6207 6196
65 Revolving home equﬂy 574 59.5 59.9 0.6 61.9 632 640 647 643 4.5 64.8 649
66 Other ...... na. 329.6 3317 139.2 M6 348 3448 1457 3480 3469 3453 3439
67 Commercial na 2109 2120 2086 210.2 218 20158 2106 2107 2109 2107 2108
68 Consumer 2958 3015 2975 296.7 208.5 2994 2987 2990 2995 299.6 298.1 298.6
69 Security’, . . .. 364 404 432 424 416 430 3 REY) 455 457 458 123
70 Federal funds sold to and
repurchase agrecments
with broker—dealers . . . 2.8 243 268 248 241 260 279 285 299 295 283 260
71 Other ..... . 136 16.1 164 176 174 170 165 162 157 16.1 17.5 162
72 State and local government. . . . ] 1ns 115 112 1.1 11.2 1.2 113 113 114 114 113
73 Agncultural ..o 9] 84 85 86 89 89 8Y 9.0 9.0 9.1 90 90
74 Federal funds sold to and
repurchase agreements
with others . 49 6.1 62 7.1 59 6.5 75 6.2 83 48 6.2 6.2
s All other louns . . - 597 6138 63.1 €27 63.1 657 633 674 658 654 HE 6.1
76 Lease-financing regenah]es S 537 66.4 67.8 689 704 0 738 752 748 4.9 75.1 753
77 Interbank loans . ..., . 136.3 136.1 139.8 146.8 148.6 121.8 1156 1176 108.7 1110 127.1 1178
78  Federal funds sold to and
l'CprChﬂSe ugreemems
with commercial banks . ... .. 899 86.0 90.1 96.8 942 712 689 70.6 616 .2 799 71.1
79 Oer . . A d6.4 50.2 497 500 54.3 506 466 47.0 47.2 6.8 472 467
80 Cush assets® ... 1280 1382 134.1 142.8 1411 140.2 1386 144 1347 1380 1387 150.7
81 Other yssets® 169.8 1711 1714 179.7 183.2 1814 1752 175.8 171.4 M9 177.5 1785
82 Total assets® .. ... S S| 227467 | 23488 23580 2404.1 24027 23839 2,380.1 2394.6 23847 23734 2,404.0 2.391.9
Liubihnes
83 Deposits . . ......... o4 1,427 1,446.4 1.466.4 1,448.1 1467.2 1.362.5 14732 14750 1465.2 1467.0 14613
84  Transaction. . . . R 3778 3887 368.8 3739 3679 3675 369 1 362.7 361.1 362.)
85 Nontransaction LO00.O" 1,068.6 1,077.7 1079.4 1093.2 1,094.6 1,105.6 1,106.0 1,i02.5 1.105.9 1.069.1
36 Large time . . 146 6 165.3 163.0 168.7 1714 1764 1307 188.0 183.5 182.6 1924 190.7
87 Other ... .. 8534 888.2 905.6 909.0 908.0 916.8 9140 976 9224 9200 9136 9085
88 Borrowings ..... 4293 4318 4450 4673 4729 4486 1394 5.1 4310 497 4382 408
89 From hanks in the U.S 178.0 1797 187.6 194.3 190.0 168.0 1619 1723 1622 165.7 1824 173.4
90 From nonbanks m the U Y 252.1 2574 272.8 2829 280.6 2775 2728 2717 2744 2759 2693
91 Net due to related foreign nﬂlces L 675 76.0 68.6 744 88.1 75.8 782 721 65.0 ™2 753 851
92 Other fighilities .. . .. .. . 1285 161.0 1559 1531 £48.1 147.7 1544 1564 163.6 1572 1550 1537
93 Total Habilities ... ...... ... Lo 20368 | 2118 21159 2,161.1 2,157.2 21393 2,1345 2,146.7 2,1382 2,126.3 2,1555 21429
94 Residual (assets less liabilitiesy ... .| 2378 2373 2420 2430 2455 244.6 2456 2479 2465 247.1 2485 2490
MEMO
95 Revaluation gains on off-batance-
sheetitems® ... .o 559 490 495 20 385 443 45.1 536 45 46.5 400
96 Revaluation losses on off-balance-
sheetitems® ..o L 509 432 446 434 402 457 465 553 459 479 412
97 Mortgage-backed securities” . . 201.8 2025 204.2 2037 203.7 204.1 2008 2049 246 202.7 204.0
98 Pass-through secunties ... ... na. 1380 139.0 1404 1409 141.8 1423 141.5 1425 141.7 140.3 1422
99  CMOs, REMICs. and other
mortgage-backed securities . . . 63.8 634 638 629 61.9 617 623 624 628 624 618
100 Net unrealized gains (Josses) on
available-for-sale securities'” . 27 27 1.8 2.1 26 31 37 38 17 37 16
101 Offshore credit to U.S. residents'' . 284 321 329 333 336 34 137 340 244 337 317 37

Footnotes appear on p. A21.
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1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities' —Continued
D. Small domestically chartered commercial banks

Bilhons of dollars

Maonthly averages Wednesday figures
Account 1996 1997° 1997
Aug.' Feb. Mar Apr. May June July Aug. Aug. 6 Aug 13 Aug. 20 Aug. 27
Seasonally adjusted

Assels
I Bank credit ......... ...l 13319 1.367.9 1.380.8 1,394.9 1.405.1 14141 14217 14344 14307 14358 1,436.5
2 Securities in bank credit . . . .. 4004 399.8 4035 407.1 4079 406.7 406.4 406.6 406.7 4072 4064
3 U.S. government securities 3208 3200 3223 3240 3249 3244 3248 3249 3252 3254 3245
4 Other securities .. ...... AN 79.5 79.8 8i2 832 830 823 816 81.8 814 818 82.0
S Loans and leases in bank credit?. . . . 931.6 968.1 9773 987.8 9972 10074 1,015.3 1.027.7 1,024.0 1.0286 1.030.1
6 Commercial and industrial .. .. . 166.3 174.0 175.3 176.4 178.1 179.7 181.8 183.9 1829 184.1 184.7
7 Realestate . . ... ....... 4811 507.3 5154 5253 5304 5260 5424 5482 547.1 548.2 549.2
8 Revolving home equity . . . 237 268 274 286 289 29.2 29.3 29.5 295 295 286
9 Other e . 4574 48034 4880 496.8 5016 5069 513, 518.7 517.6 5187 5196
10 Consumer. ............... . 2186 2189 278 2174 2190 213 2205 2235 226 247 239
11 Secunity? ...l 4.5 47 49 4.6 47 47 4.3 49 49 48 49
12 Other loans and lease: . 61.1 632 638 4.1 65,1 65.7 65.8 67.2 66.6 66.8 674
13 Interbank loans . ..... .. 411 50.0 539 48.1 483 50.3 513 53.2 525 514 531
14 Cash assets? 50.6 65.0 67.1 68.5 67.0 69.7 69.0 72.6 69.5 712 749
15 Other assens® . ........ ........... 46.3 05 573 584 574 622 619 640 62.6 659 63.3
16 Total assets™ . ............. . 1,459.7 15139 15396 1,550.4 1.558.0 1,576.3 1,583.6 1,603.6 1,594.8 1.603.8 1.607.3

Liabilies
17 Depostts . .o . 1,156.6 1,2100 1,220.8 1.227.0 1,230.1 1,2423 12561 1.2678 1.262.1 1267.6 12653 1.271.6
18 Transacnon ........ ... R 3029 3029 3038 305.7 3038 304.8 3055 3073 301.6 307.t 3054 RIBY]
19 Nontransaction PR 853.6 907.1 970 921.3 9263 9175 9508 960.5 960.5 9604 959.9 957.7
20 Large ume . 140.2 155.1 156.2 1554 156.8 159.6 161.5 1626 162.1 162.3 1628 1622
21 Other . .. 7135 7520 760.8 765.9 769.5 7719 789.3 7979 7984 798.2 797.1 7955
22 Borrowings 149.0 152.7 154.8 157.5 156.3 157.5 160.4 162.8 163.2 162.9 163.0 162.5
23 From banks in the U.S 835 83.6 843 849 853 79.5 75.5 76.5 715 778 75.7 757
24 From others ...... 65.5 69.1 70.5 726 o 780 850 86.3 85.6 85.1 872 868
25 Net due 1o related for o 44 40 39 44 42 38 48 4.5 43 +3 4.9 4.5
26 Other habilises . ............ R 252 244 257 258 263 27.1 265 275 272 274 275 276
27 Total liabilities ... ..... P 13352 13911 14053 LAt44 14170 1,430.8 L448.0 1,462.6 1456.7 1,462.1 1,460.7 1,466.2
28 Residual (assets less labilities)? . . 1245 1229 1343 136.0 1460 145.5 1356 1410 138.1 1409 143.1 141.1
I
Not seasonally adjusted

Assets
29 Bank credit .. ...l Lo 1335 13624 1.376.3 1,3953 1.404.9 14150 14222 1434.1 14300 14309 14342 14374
30 Sccurities i bank credit R 3985 398.1 4.8 4106 4907 J08.5 405.6 4048 4045 4.8 404.3 405.8
3 U.S government securities . . . 3192 3186 3234 3272 3264 3263 3240 3233 3232 3232 3228 3240
32 Other secunties ... ..., A 793 795 814 834 833 822 816 815 81.3 81.6 81.5 81.8
33 Loans and leases in bank credit® . . . 933.1 964.2 9714 984.7 995.2 1.006.5 10165 1.029.2 10255 1.026.1 1.029.8 10316
34 Cor mercial and industrial 165.1 1737 1759 177.6 179.5 180.9 181.8 182.7 182.1 182.0 182.8 1833
15 Real estate 4822 504.7 5124 522.6 5289 5359 5428 5494 5472 548.2 5494 551.3
36 Revolving home equity . .. 238 26.6 272 28.3 28.8 29.2 293 29.6 29.5 29.6 296 298
37 Other ... . 4584 478.1 4852 4943 5002 506.7 5135 519.8 517.7 5187 5198 5215
ki Cansumer . 2186 2197 2160 2170 2185 2194 2203 2234 2226 2224 2244 2240
3y Security®. ... ... 45 48 19 47 45 45 46 49 50 49 47 46
40 Other Joans and leas 62.7 613 623 62.8 63.8 65.7 609 688 68.7 68.6 684 684
41 Interbank loans L 40.1 521 538 48.5 4.9 474 487 522 554 537 499 478
42 Cashassetst .. 0 o 57.2 64.2 649 67.2 66.8 68.3 68.5 70.2 68.2 68.6 679 69.5
43 Other assets™ .. ..., P 464 519 56.3 575 569 60.2 619 640 641 65.0 646 6l8
44 Total assets” .. ... ... . ... ... . 1,456.1 1,511.2 15320 1,548.8 1,553.6 1,570.9 1,581.0 1.600.0 15974 1,597.8 1.596.1 1,596.0

Liabilities

45 Deposits .. ... 1,153.6 1.200.2 12159 12292 1,227.6 12404 12529 1.265.2 1266.6 1.263.1 1.259.6 12586
46  Transaction. . . . 299.5 2990 299.5 305.9 300.5 3032 303.3 3040 3039 3024 299.7 303.1
47 Nontransaction 8542 901.1 9164 9233 9271 9372 9496 9611 9627 960.7 959.9 955.5
48 Large time . .. 1399 1558 157.1 156.4 157.6 1591 160.7 162.3 162.1 162.1 1625 1619
49 Other 7143 7453 759.3 766.8 769.5 778.1 7RR9 7988 800.6 798.6 7973 7936
50 Borrowings R 1471 1514 1494 155.0 160.3 161.2 160.4 161.3 1593 1604 163.1 162.7
51 From banks in the L 833 818 80.5 84.1 878 82.6 770 764 759 76.5 775 76.3
52 Fromothers ............... e 63.8 69.6 68.8 70.9 724 786 834 849 833 8319 85.3 864
53 Net due to related foreign offices ... . 4.4 4.0 39 4.4 4.2 3R 48 4.5 4.3 43 49 4.5
54 Other liabilitics ................ . 254 248 26.1 258 26.1 267 26.7 276 273 27.7 276 279
S5 Total liabilities .. ................. 1,330.5 1,380.4 1,3953 14144 1,418.1 14321 14448 1,458.6 14574 1455.6 14552 14537
56 Residual (assets less labilities)” .. .. 125.6 130.8 136.7 134.4 135.5 138.8 136.2 1414 140.0 1422 140.9 1423

MEMO
57 Morigage-bached securities® . . . na. 417 428 6 453 46.5 477 497 45.2 193 494 496

Footnotes appear on p. A21.



A20 Domestic Financial Statistics {J November 1997

126 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities' —Continued
E. Foreign-related institutions
Bilhons of dollars
Monthly averages Wednesday figures
Account 1996 1997 1997
Aug. Feb. Mar. Apr. May June July Aug. Aug. 6 Aug. 13 Aug. 20 | Aug. 27
Seasonally adjusted
Assets
I Bank credit ...... . ... ... . 4655 5305 5253 5337 5400 5427 5459 5493 5348 535.1 542.8
2 Securities in bank credit 1494 1769 1729 1780 1756 1775 1850 192.5 174.3 1713 1878
3 U.S. government securities 813 854 83.6 879 900 924 936 926 817 81.3 944
4 Other securities . . . 68.1 91.5 89.3 90.2 856 85.1 913 wo 926 90.0 934
5 Loans and leases in bank credit® . 3161 3536 3524 3557 3644 363.2 3610 3569 3604 363.8 355.1
6 Cummercial and industrial .. .. . 19395 2170 2159 2164 2185 2201 2200 22004 2212 223 216
7 Realestate ...... ..... 329 320 315 314 306 296 286 285 284 282 280
8 Security?. . ..... .... 297 398 397 432 435 46.0 349 421 450 46.7 410
9 Other loans and leases. 596 649 65.3 64.7 70.8 69.5 676 66.1 659 66.6 64.5
10 Interbank loans ........ 170 209 27 189 206 19.9 19.6 186 214 169 19.6
11 Cash assets* e e 29.1 329 24 327 340 357 340 342 339 340 355
12 Other assetsS .....ovon oo 386 41.1 41.0 391 389 412 430 418 419 42.] 45.1
13 Total assets® ... ................ 550.1 6252 621.2 6242 633.2 6392 6423 6434 631.7 6279 642.7
Liabilities
14 Deposits ... . ....... . .. ... 1794 2380 2427 2579 2321 2581 2714 2721 274.1 2677 2718 2712
15 Transacuon ..... T 103 97 104 10.8 112 i 113 120 124 116 A22 119
16 Nontransaction ., . 169.1 2282 2322 2471 2409 2472 260.1 2600 261.7 256.1 2597 2593
17 Large time . .. 166.9 2243 2287 244.5 2384 2447 25375 2572 259.1 2535 /2571 256.8
18 Other ... 22 4.0 36 2.6 25 25 26 24 26 26 25 25
19 Borrowings ...... ...., 1297 1432 140.0 1400 1438 1415 1376 139.7 1333 1419 1420 1415
20 From banksinthe US. ... .. 239 339 348 328 332 RIN| 22 308 287 8 342 295
21 Fromothers...... . ....... 957 1093 1053 107.3 1107 1104 1074 1089 1046 1121 107.9 1120
22 Net due to related foreign Dﬂ'IL 1732 1394 1410 1344 148.6 1487 1301 1275 1330 1263 1282 1214
23 Other liabilities ................... 65.0 99.8 94.0 920 893 90.1 96.6 97.6 1007 937 934 9.8
24 Total liabilities . . .......... .. ... . 5473 6204 617.7 6243 6339 638.6 635.7 6368 641.1 629.6 6355 633.9
2% Residual (assets less habihmes)’ .. .. 2.7 48 as —0.1 -07 0.6 6.6 08 2.2 21 -76 8.8
Not seasonally adjusted
Assets
26 Bank credit ... ... 4690 5312 525.1 5338 5426 543.1 5463 545.7 5531 5408 540.7 543.8
27 Securities in bank crcdll 1526 1779 173.5 178.5 1805 178.1 1838 186.5 195.1 1792 1763 1899
28 U.S. government securitie 827 87.2 86.6 873 .5 91.0 9.9 90.2 N3 840 844 950
29 Trading account . na. 214 200 18.6 13.8 18.8 182 19.2 19.1 147 155 231
0 Invesiment account na 65.8 660.6 68.8 na 723 727 710 737 692 690 719
31 Other securities . .. B 69.9 %07 870 91.2 50.0 87.1 929 96.3 1023 952 919 949
32 Trading account. .. .......... na, 652 604 61.1 59.7 58.2 609 62.3 687 612 579 60.6
33 Investment account .. ... ... . na. 255 26.6 300 30.3 289 320 34.0 335 341 340 343
34 Loans and leases in bank credic’ 364 3533 3516 355.2 362.1 3650 3625 359.2 3579 3616 3645 3540
a3 Commercial and ndustrial 194.0 2169 2156 2172 2197 2209 2212 2216 221.1 2223 229 220.1
36 Real estate . A9 321 315 309 304 295 285 8.2 284 284 28.3 281
37 Security?. .. ... .. 29.7 398 39.7 432 435 46.0 8 43.6 42.1 450 46.7 410
38 Other loans and le: 59.8 645 64.8 64.0 68.5 68.6 6B.0 65.8 66.4 659 66.5 64.7
39 Interbank loans 17.0 209 227 189 206 199 19.6 18.7 18.6 214 169 19.6
40 Cash assets® .. ... 290 321 31.8 319 4.0 6.5 342 344 344 34.1 340 351
41 Other assets’ 393 419 404 377 399 411 422 439 421 428 427 462
42 Total assets® ... ... ... 5543 6258 619.8 622.0 636.9 640.3 642.1 6424 6479 6388 634.1 644
Liabilities
43 Deposits ........ P 1779 234.8 2425 2515 2526 258.7 268.3 2698 271.2 2700
44 Transaction ... .. . 10.4 99 10.2 104 10.7 i 13 117 120 L
45 Nontrunsaction . . 1674 2249 2323 241.1 2419 2477 2574 258.1 2592 258.3
46 Large ume ........ .. 165.7 2210 228.7 2386 2394 2451 2545 255.3 256.6 255.7
47 Other ..... 22 39 36 26 25 25 26 28 26 25
48 Borrowings ......... 134.7 136.6 1341 1425 143.6 t46.5 146.7 145.0 146.0 1474
49 From banks in the U.S. 345 317 332 320 27 328 319 Ll 309 343
50  From others 1002 1050 101.0 109.5 110.9 1137 1148 1137 1522 1131
51 Net due to related foreign ofit 1712 148.6 1457 1313 1443 140.4 1289 1256 125.6 119.9
52 Other labilities . .................. 654 1023 93.8 918 9020 51 914 98.1 100.9 912
53 Total liabilities . ... ... ....... ... 549.2 6224 616.2 617.1 632.6 63638 6384 638.6 6438 6305
54 Residual (assets less hablities)” .. ... 5.1 35 36 48 42 35 37 38 4.1 38 37 33
MEMO
55 Revaluation gains on oft-balance-sheet
items® ..o o0 oL S n.a. 459 414 405 194 176 400 4.1 457 410 382 39.1
56 Revaluation losses on off-halance:
sheet items® ... . ... . ... na. 476 437 434 423 405 427 436 49.0 435 403 412

Footnotes appear on p. All.
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NOTES TO TABLE 1.26

NOTE Tables .26, 1.27. and 1.28 have been revised to reflect changes in the Board's H.8
statistical release, “Assets and Liabilities of Commercial Banks in the United States.” Table
1.27, *Assets and Liabilities of Large Weekly Reporting Commercial Banks.” and table 1.28,
“Large Weekly Reporting U.S. Branches and Agencies of Foreign Banks,” are no longer
being published in the Bullenin. Instead, abbreviated balance sheets for both large and small
domestically chartered banks have been included in table 1.26, parts C and D. Data are both
merger-adjusted and break-adjusted. In addition, data from large weckly reporting U.S.
branches and agencies of foreign banks have been replaced by balance sheet estimates of all
foreign-related 1nstitutions and are ncluded in table 1.26, part E. These duta are break-
adjusted.

The not-seasonally-adjusted data for all tables now contain additional balance sheet items.
which were available as of October 2, 1996

1. Covers the following types of institutions in the fifty states and the District of
Columbia: domestically chartered commercial banks that submit a weekly report of condition
(large domestic); other domestically chartered commercial banks (small domestic); branches
and agencies of foreign banks, and Edge Act and agreement corporations (foreign-related
institutions). Excludes International Banking Facilities. Data are Wednesday values or pro
rata averages of Wednesday values. Large domestic banks constitute a universe: data for
small domestic banks and foreign-related institutions are estimates based on weekly samples
and on quarter-end condition reports Data are adjusted for breaks caused by reclassifications
of assets and habilities.

The data for large and small domesuc banks presented on pp. Al7--19 are adjusted to
remove the estimated effects of mergers between these two groups. The adjustment for
mergers changes past levels to make them comparable with current levels. Estimated
quantities of balance sheet items acquired in mergers arc removed from past data for the bank

group that contained the acquired bank and put into past data for the group containing the
acquiring bank. Balance sheet data for acquired banks are obtained from Call Reports, and a
ratio procedure is used to adjust past levels.

2. Excludes federal funds sold to. reverse RPs with, and loans made to commercial banks
in the United States, all of which are included in “Interbank loans.”

3. Consists of reverse RPs with brokers and dealers and loans to purchase and carry
securitics.

4 Includes vault cash, cash items in process of collection, balances due from depository
institutions. and balances due from Federal Reserve Banks

5 Excludes the due-from position with related foreign offices. which is included in “Net
due to related foreign offices.”

6. Excludes unearned income, reserves for losses on loans and leases, and rescrves for
transfer risk. Loans are reported gross of these items.

7. This balancing item ts not intended as a measure of equity capital for use in capital
adequacy analysis. On a seasonally adjusted basis this item reflects any differences in the
seasonal patterns estimated for total assets and total liabilities.

8. Fair value of derivative contracts (interest rate, foreign exchange rate, other commedity and
equity contracts) in a gain/loss position, as determined under FASB Interpretation No. 39

9. Includes mortgage-backed securities issued by US. government agencies, U.S.
government-sponsored enterpnses. and private entities

10, Difference between fair value and historical cost for securties classified as avarlable-
for-sale under FASB Statement No. 115, Data are reported net of tax effects. Data shown arc
restated to include an estimate of these tax effects.

It Mainly commercial and (ndustrial loans but also includes an unknown amount of credit
extended to other than nonfinancial businesses.
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1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Millions of dollars, end of period

Year ending December 1997
Item
1992 1993 1994 1995 1996
Dec. Dec. Dec. Dec. Dec. Feb. Mar. Apr. May June July
Commercial paper (seasonally adjusted uniess noted otherwise)
I Allissuers................... ... 545,619 555,075 595,382 674,904 775,371 813,168 836,979 838,366 855,178 864,758 889,494
Financial companies'
2 Dealer-placed paper. total ... . . ... | 226,456 218947 223038 275815 361.147 387164 402,294 404.727 412776 414478 440,262
3 Directly placed paper, total ... ....... 171.605 180.389 207,701 210.829 229.662 239,509 246,215 248,920 252,856 256,165 253,971
4 Nonfinancial companies®. ......... ..... 147,558 155,739 164,643 188,260 184,563 186,495 188,473 184,719 188,546 194.119 195,260
Bankers dollar acceptances (not seasonally ud)us’lecl)5
STetal. .. ............ ... ... ol 38,194 32,348 29,835 29242 25,754 W 1
By holder
6 Accepting banks ... . ....... BN 10,555 12.421 11.783
7 Ownbills........ ... P 9,097 10.207 10.462
8  Bills bought from other banks .. ...... 1.458 1.714 1,321
Federal Reserve Banks®
9  Foreign correspondents . .. . .. o 1.276 725 410 n.a. na. n.a. na. n.a. n.a. n.a. na.
10 Others......... e e 26,364 19,202 17.642
By basis
11 Imports into United States .............. 12.209 10217 10,062
12 Exports from United States. . .. 8.096 7.293 6,355
13 All other... ....... e e P 17.890 14,838 13,417 r Y Y Y \J
1. Institunons engaged pnmarily in commercial, savings, and mortgage banking: sales. 5. Data on bankers dollar acceptances are gathered from approximately 100 mstitutions.
personal, and mortgage financing: factoring, finance leasing, and other business lending; The reporting group is revised every January. Beginning January 1995. data for Bankers
insurance underwriting; and other investment activities. dollar acceprances are reported annually in September
2. Includes all financial-company paper sold by dealers in the open market. 6. In 1977 the Federal Reserve discontinued operations in bankers dollar acceptances for
3. As reported by financial compames that place their paper directly with investors. its own account,

4. Includes public utilites and firms engaged primarily in such activities as communica-
tions, construction, manufacturing, mining. wholesale and retail trade, transportation, and
services.

1.33 PRIME RATE CHARGED BY BANKS  Short-Term Business Loans'

Percent per year

. : Average . Average . Average
Date of change Rate Period rate Period rate Period rate
1994—Mar. 6.25 1994 7.15 1995—Tuan. ., 8.50 1996—IJan. . 8.50
Apr. 6,75 1995 8.83 Feb. 9.00 Feb. 8.25
May 7.25 1996 8.27 Mar. 9.00 Mar. 8.25
Aug. 775 Apr. 9.00 Apr. 8.25
Nov. 8.50 1994—Ian. . 6.00 May 9.00 May 8.25
Feb. 6.00 June 9.00 June 8.25
1995—Feb, 9.00 Mar. 6.06 July ¥.80 July . 8.25
Juiy 8.75 Apr. 6.45 Aug, 8.75 Aug. 8.25
Dec. 8.50 May 6.99 Sept 8.75 Sept. 8.25
June 7.25 Oct 8.75 Oct. . 8.25
1996-—Feb. 1 i 8.25 July . 7.25 8.75 Nov. 825
Aug. 751 8.65 Dec. 8.25
1997—Mar 26 ..o 8.50 Sept. 775
Oct. . 775 1997—1Jan. 8.25
Nov. 8.15 Feb. 8.25
Dec. 8.50 Mar. 8.30
Apr. 8.50
May 8.50
June 8.50
July . 8.50
Aug. 8.50
Sept. .. 8.50
1. The prime rate is one of several base rates that banks use to price short-term business Report. Data in this table also appear i the Board’s H.15 (519) weekly and G.13 (415)
loans. The table shows the date on which a new rate came to be the predominant one quoted monthly statistical releases. For ordering address, sec inside front cover.

by a majority of the twenty-five largest banks by asset size, based on the most recent Call
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1.35 INTEREST RATES Money and Capital Markets
Percent per year; figures are averages of business day data unless otherwise noted
1997 1997, week ending
Item 1994 1995 1996
May June July Aug Aug. 1 Aug. 8 Aug. 15 [ Aug. 22 | Aug. 29
MONEY MARKET INSTRUMENTS
| Federal funds'** . g 421 583 5.30 5.50 5.56 5.52 5.54 5.57 5.62 545 5.59 5.56
2 Discount window borrowing=® . . . .. ... 3.60 5.21 5.02 5.00 500 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Commercial paper’™*
3 |-month 443 5.93 5.43 5.61 5.60 5.56 5.55 5.57 5.55 5.57 5.53 5.55
4 3-month 4.66 5.93 S.41 5.69 5.65 5.57 5.56 5.57 5.56 5.57 5.55 5.55
5 6-month 493 5.93 542 5.78 5.69 5.60 5.59 5.57 5.58 5.61 5.58 558
Finance paper, directly pl(z('ed"'s‘7
6 l-month .. ... ... ... . ... ... ... 4.33 5.81 5.31 553 5.49 549 549 5.50 5.50 548 5.49
7 3-month 4.53 5.78 529 561 5.50 549 548 549 5.51 549 5.49
8  6-month 4.56 5.68 521 5.66 5.50 550 547 5.48 5.52 548 5.51
Bankers act (*prum‘exz‘s'x
9 3momh ... .. ... ... 4.56 581 5.31 5.62 5.59 5.53 5.53 551 5.53 553 5.52 5.53
10 6-month ... .. ... 4.83 5.80 5.31 5.7t 5.63 554 5.56 5.50 5.56 5.58 5.56 5.55
Certificutes of deposit, secondary market™
11 |-month 4.38 5.87 5.35 558 5.57 5.54 5.54 5.53 5.53 5.55 5.53 5.55
12 3-month 4.63 5.92 5.39 3.70 5.66 5.60 5.60 5.58 5.60 5.61 5.58 5.60
13 6-month 4.96 5.98 5.47 5.87 5.78 570 3N 5.66 5.70 5.73 5.69 5.72
14 Eurodollar deposits, 3-month™!? 4.63 5.93 5.38 5.69 5.66 5.61 5.58 556 5.56 563 5.56 5.56
US Treasury bills
Secondary market™®
15 3-month 4.25 549 5.01 5.08 493 5.05 5.4 5.1 5.5 5.7 5.2 5.13
16  6-month 4.64 5.56 5.08 5.30 5.13 512 5.19 5.14 521 5.21 5.15 518
17 lyear. ... 5.02 5.60 5.22 5.54 5.38 5.24 527 5.19 525 529 5.24 529
Auction average™>!!
18  3-month 429 5.51 5.02 5.13 492 5.07 5.13 5.12 5.15 517 5.08 5.12
19 6-month 4.66 559 5.09 535 5.14 5.12 5.17 5.15 5.20 5.23 5.12 5.14
200 leyear . . oLl 5.02 5.69 5.23 5.64 5.35 5.26 5.28 n.a. n.a. n.a. 5.28 n.a.
U.S. TREASURY NOTES AND BONDS
Constant muturities'”
2 L §5.32 5.94 552 5.87 5.69 5.54 556 548 555 559 554 5.59
22 2year ...l 5.94 6.15 5.84 6.28 6.09 5.89 594 5.81 594 595 5.90 5.98
23 3-yeur 6.27 6.25 599 6.42 624 6.00 6.06 5.90 6.06 6.08 6.0t 6.1l
24 S-year 6.69 6.38 6.18 6.57 6.38 6.12 6.16 6.00 6.15 6.17 6.12 6.22
25 Teyear..... 6.91 6.50 6.34 6.66 6.46 6.20 6.29 6.08 6.25 6.33 6.26 6.35
26 10-year 7.09 6.57 6.44 6.71 6.49 6.22 6.30 6.11 6.26 6.33 6.27 6.36
27 20-year 7.49 6.95 6.83 7.02 6.84 6.56 6.65 0.44 6.59 6.70 6.65 6.71
28 30-year 737 6.88 6.71 6.94 6.77 6.51 6.58 6.38 6.52 6.61 6.57 6.63
Compostte
29 More than 10 years (long-term) ... ........ 7.41 6.93 6.80 700 6.82 6.55 6.64 642 6.57 6.68 6.63 6.69
STATE AND LOCAL NOTES AND BONDS
Moody's series?
5.77 5.80 5.52 5.48 533 524 5.25 5.27 5.19 531 528 5.25
6.17 6.10 5.79 5.67 5.53 5.39 5.37 5.39 5.31 541 537 5.37
6.18 5.95 5.76 5.70 5.53 5.35 541 5.23 5.33 5.42 543 5.45
CORPORATE BONDS
33 Seasoned issues. all industries’> . . ..., 8.26 7.83 7.66 7.86 7.68 742 748 7.29 7.42 7.5] 7.47 7.52
Runng group
34 Aaa e 7.97 759 7.37 7.58 741 7.14 722 7.01 7.15 7.26 7.22 7.28
8.15 7.2 7.55 7.80 7.62 7.36 740 7.24 7.36 7.42 7.38 7.46
8.28 781 7.69 7.86 7.68 7.42 7.46 7.29 742 748 7.44 7.52
8.63 8.20 8.05 8.20 8.02 775 782 7.62 776 7.86 7.85 7.82
8.29 7.86 7.77 8.01 7.85 7.62 7.67 7.54 7.71 7.64 7.74 7.68
MEMO
Dividend-price ratio"’?
39 Common stocks ... ..o L 2.82 2.56 219 1.85 .77 1.66 1.65 1.62 1.60 1.67 1.64 1.69
1. The datly effective federal funds rate is a weighted average of rates on trades through 12. Yields on actively traded issues adjusted to constant maturities. Source U.S. Depart-

New York brokers.
2. Weekly ftigures are averages of seven calendar days ending on Wednesday of the
current week: monthly figures include each calendar day in the month.
3. Annualized using a 360-day year for bank interest.
4. Rate for the Federal Reserve Bank of New York.
5. Quoted on a discount basis.
6. An average of offering rates on commercial paper placed by several leading dealers for
firms whose bond rating is AA or the equivalent
7. An average of offering rates on paper directly placed by finance companies.
8 Representative closing yields for acceptances of the highest-rated money center banks.
9. An average of dealer offering rates on nationally traded certificates of deposit
10. Bid rates for Eurodollar deposits at approximatety 11:00 a.m. London time. Data are
for indication purposes only.
11. Auction date for daily data; weekly and monthly averages computed on an issue-date
basis.

ment of the Treasury.

13. General obligation bonds based on Thursday tigures: Moody's Investors Service

4. State and local government general obligation bonds maturing in twenty years are used
in compiling this index. The twenty-bond index has a rating roughly equivalent to Moodys’
Al rating. Based on Thursday hgures.

15. Daily figures from Moody’s Investors Service. Based on yields to maturity on selected
long-term bonds.

16. Compilation of the Federal Reserve. This series is an estimate of the yield on recently
offered. A-rated utility bonds with a thirty-year maturity and five vears of call protection
Weekly data are based on Friday quotations.

17 Standard & Poor’s corporate series. Common stock ratio 1s based on the 500 stocks
the price index.

NOTE. Some of the data (n this table also appear in the Board's H.15 (519) weekly and
G.13 (415) monthly statistical releases. For ordering address. see inside front cover.
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1.36  STOCK MARKET Selected Statistics

1996 1997
Indicator 1994 1995 1996
Dec. Jan. Feb. Mar. Apr. May June July Aug.
Prices and trading volume (averages of daily ﬁgures)l
Common stock prices (indexes)
! New York Stock Exchange
(Dec. 31,1965 = 50)............. .| 254.16 291.18 357.98 391.61 403.58 418.57 416.72 401.00 433.36 457.07 480.94 482.39
2 Industrial . .......L L ... ] 31532 367.40 453.57 494.38 509.18 524.30 523.08 506.69 549.65 578.57 610.42 609.54
3 Transportation . S| 2477 270.14 327.30 35228 359.40 364.15 372.37 366.67 395.50 41093 433.75 439.71
4 Udlity....... C | 10496 110.64 126.36 128.55 131.95 14288 132.38 126.66 140.52 140.24 144.25 143.82
5 Fimance.............. ..ol 209.75 238.48 303.94 350.01 361.45 388.75 387.19 364.25 392.32 41912 441,59 446.93
6 Standard & Poor’s Corporatton
A941-43 = 100" .. . ..., oL | 46042 54172 670 49 74328 766.22 798.39 792.16 763.93 833.09 876.29 925.29 927.74
7 Amenican Stock Exchange
(Avg. 31,1973 = 500 ... . ... 449.49 498.13 570.86 582.96 585.09 593.29 593.64 554.13 584.06 619.94 635.28 645.59
Volume of trading (thousands of shares)
8 New York Stock Exchange 290,652 [345,729 409,740 |431.538 |526.631 |508,199 |496.241 |473,094 | 479,907 | 516241 | 543,006 | 506,205
9 American Stock Exchange . . 17.951 20,387 22,567 23.648 24.019 21.250 19,232 19,122 19.634 23,277 25,562 24,095
Customer financing (millions of dollars. end-of-period balances)
10 Margin credit at broker—dealers* . ... . .. .| 61,160 76,680 97,400 97,400 99,460 100,000 | 106,160 | 98,870 | 106,010 | 113,440 | 116,196 | 119,810
Free credit balances at brokers®
11 Margin accounts® ....... ..., . 14,095 16.250 22.540 22,540 22870 22,200 22,930 | 22,700 22,050 23.860 24,290 23375
12 Cash accounts ........... ........... . 28.870 34,340 40,430 40,430 41,280 40,090 41,050 | 37,560 39,400 41,840 43,985 42,975
Margin requirements (percent of market value and effective date)”
Mar. 11, 1968 June 8. 1968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 Jan. 3, 1974
13 Margin stocks ............. oL 70 80 65 55 65 50
14 Convertible bonds . 50 60 50 50 50 50
15 Shortsales . ........... ... . 70 80 65 55 65 50

1. Daily data on prices are available upon request to the Board of Governors. For ordenng
address, see inside front cover.

2. In July 1976 a financial group, composed of banks and insurance companies. was added
to the group of stocks on which the index is based. The index 1s now based on 400 industnal
stocks (formerly 425), 20 transportation (formerly 15 rail), 40 public utility (formerly 60). and
40 financial.

3. On July 5. 1983, the American Stock Exchange rebased s index. effecuvely cutting
previous readings in half.

4. Since July 1983, under the revised Regulation T, margin credi at broker—dealers has
included credit extended against stocks, convertible bonds, stocks acquired through the
exercise of subscription rights, corporate bonds. and government securities. Separate report-
ing of data for margin stocks, convertible bonds, and subscription issues was discontinued in
April 1984,

5. Free credit balances are amounts in accounts with no unfulfilled commitments to
brokers and are subject to withdrawal by customers on demand

6. Series imtrated 1n June 1984,

7. Margin requirements. stated in regulations adopted by the Board of Governors pursnant
to the Securities Exchange Act of 1934, limit the amount of credit that can be used to
purchase and carry “margin securities” (as defined in the regulations) when such credit is
collateralized by securities. Margin requirements on securities are the difference between the
market value (100 percent) and the maximum loan value of collateral as prescribed by the
Board. Regulation T was adopted effective Oct. 13, 1934: Regulation U, effective May I,
1936: Regulation G. effective Mar. |1, 1968, and Regulation X, effective Nov. 1, 1971,

On Jan 1, 1977, the Board of Governors for the first time established in Regulation T the
initial margin required for writing options on securities, setting it at 30 percent of the current
market value of the stock underlying the option. On Sept. 30. 1985, the Board changed the
required initial margin, allowing it to be the same as the option maintenance margin required
by the appropriate exchange or self-regulatory organization; such maintenance margin rules
must be approved by the Securities and Exchange Commission.
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Fiscal year Calendar year
Type of account or operation 1997
1994 1995 1996
Mar. Apr. May June July Aug.
US. budget'
1 Receipts, total 1,258,627 1,351.830 1.453.062 108,099 228,588 94,493 173,361 109,178 103,483
2 On-budget. .. 923,601 1,000,751 1.085.570 73.869 187.997 63.146 135.922 79.599 70.902
3 Off-budget. .. 335,026 351,079 367.492 34.230 40.591 31.347 37,439 29,579 32,581
4 Outlays, total. . . 1,461,731 1,515,729 1.560.330 129422 134.650 142.988 118,726 134,802 138,086
5 On-budget 1.181,469 1,227,065 1.259.872 100427 107.842 112.625 105,267 107,049 109,223
6 Off-budget .. 279,372 288,664 300.458 28.996 26.807 30.362 13,459 27,753 28.862
7 Surplus or deficit (—), total .. —-203,104 ~ 163,899 —107.268 —21.323 93,939 —48.494 54,635 —25,624 —34,603
8 On-budget .......... o ~258,758 —226314 —-174.302 —26.558 80.155 -49.479 30,655 --27.450 —-38.321
9 Off-budget ........................... 55.654 62,415 67,034 5234 13.784 985 23,980 1.826 3.719
Source of financing (total)
10 Borrowing from the public. .............. ... 185344 171,288 128712 28.833 ~39,001 -19.054 —11.147 — 1,408 30,348
11 Operating cash (decrease, or increase (=)). .. .. ... 16,564 —2.007 -6.276 —18.274 —-55.908 72,532 —-34.387 23,748 15.435
12.0ther? . 1.196 —5.382 16,168 10.764 970 -4.984 -9.101 3,284 ~11,180
MEMO
13 Treasury operating balance (level, end of
period)......... ... L 35942 37,949 44,225 33,496 89.404 16,872 51.259 27511 12,076
14 Federal Reserve Banks .. . 6,848 8,620 7.700 5.945 52,215 5,174 16,368 5,014 4,700
15 Tax and loan accounts ................... 29,094 29,329 36,525 27.551 37,189 11.698 34,801 22,496 7.376
1. Since 1990, off-budget items have been the soctal security trust funds (federal old-age net gain or loss for U.S. currency valuation adjustment: net gain or loss for IMF loan-
survivors insurance and federal disability insurance) and the U.S. Postal Service. valuation adjustment: and profit on sale of gold.
2. Includes special drawing rights (SDRs); reserve position on the U.S. quota in the SOURCE. Monthly totals: U.S. Department of the Treasury, Monthly Treasury Statement of
International Monetary Fund (IMF); loans to the IMF. other cash and monetary assets; Receipts and Outlavs of the US. Governmenr: fiscal year totals: U.S. Office of Management
accrued interest payable to the public: allocations of SDRs; deposit funds; miscellaneous and Budget. Budget of the US. Government.

liability (including checks outstanding) and asset accounts; seigniorage; increment on gold;
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139 U.S. BUDGET RECEIPTS AND OUTLAYS'

Millions of dollars

Fiscal year Calendar year
Source or type 1995 1996 1997 1997
1995 1996
H2 Ht H2 Ht June July Aug.
RECEIPTS
| Allsources ............................ .| 1,351,830 1,453,062 656,865 767,099 707,551 845,552 173,361 109,178 103,483
2 Individual income taxes, net. 590,244 656.417 292393 347.285 123,884 400.435 74.381 53,868 45,669
3 Withheld ............. . o 499927 §33.080 256916 204077 279988 292,252 44,802 51.812 43,156
4 Nonwithheld e e e . 175.855 212,168 45,521 162.782 53491 191,050 31,395 4.003 4,244
5 Refunds........ . . .. . ... ... 85,538 88.897 10,058 79.735 9.604 82,926 1,825 1.950 1.732
Corporatien income taxes
6 Grossrecepts ... 174,422 189.055 96,480 95,364 106,451 40,541 5,442 3,854
7 BN 17,418 17,231 9,704 10,053 9,635 1.169 1,739 1,575
8 Social insurance taxes and contributions. net . . . 484,473 509414 277.767 240,326 288.251 48.612 40,572 46,201
9  Employment taxes and contributions” .. ... 451,045 476.361 257.446 227,777 268,357 47.933 38,066 41,861
10 Unemployment insurance. ........... .... 28,878 28.584 18.068 10,302 17.709 343 2,081 4,002
11 Other net receipts® ............... . ... 4,550 4.469 2254 2245 2,184 136 425 338
12 EXCISe BAXeS. .. .o vvit i o 57,484 54,014 25.682 27,016 28.084 5,185 5.369 4,593
13 Customs deposits . . . BN 19,301 18.670 8.731 9.294 8.619 1,522 1.799 1,749
14 Estate and gift taxes ........ .. 14,763 17.189 8.775 8,835 10,477 1.494 1.552 1,655
15 Miscellaneous receipts4 28,561 25,534 11,839 12,087 12.888 12.866 2,793 2315 1,338
OUTLAYS
16 Alltypes................................ 1,515,729 1,560,330 752,856 785.368 800,184 797,443 118,726 134,802 138,086
17 National defense .. 272,066 265.748 132,887 132,599 138,351° 131,525 20,613 22944 24,259
18 International affairs............. . 16,434 13.496 6.908 8.076 8,895 5,719 472 1.541 494
19 General science, space, and technolog e 16,724 16.709 7.970 8.897 9,498 8,930 1.565 1,763 1,643
20 Energy . ..o Lo 4,936 2.836 1.992 1.356 806 801 -5 238 43
21 Natural resources and environment . S 22,078 21,613 11,392 10.254 11,642 9,688 1,622 1,909 1,555
22 Agriculture ... L L L Lo 9,778 9.159 3.065 73 10.698" 1.433 -255 =33 121
23 Commerce and housing credit . . o —17,808 —10.646 —-3.947 — 6,885 —5.866 -7,575 779 -415 —-1,517
24 Transportation 39,350 39.565 20.725 18,260 21,205 18,046 3.224 3,667 3,730
25 Community and regional development .. ... ... 10,641 10.685 5.569 5245 6,192 5,699 1.207 958 865
26 Education, training. employment, and
social services. . ...... ... . ... L 54,263 52,001 26,212 25,979 26,033" 25,227 3,702 3,542 4,055
27 Health .......... .. ... i 115,418 119,378 57,128 59,989 61,466 61,808 10,595 9.821 10,024
28 Social security and Medicare................ 495,701 523,901 251,388 264,647 269,410 278,817 47,558 47,860 48,683
29 Income security. ... ... ... .. L. 220,493 225,989 104,847 121,186 107,182 123.874 11,298 17,921 19,702
30 Veterans benefits and services ............... 37.890 36,985 18,678 18.140 21,107 17,697 1,583 3,409 4,806
31 Administration of justice .. RS 16,216 17,548 8,091 9.015 9,595 10,643 1,883 1,863 1,484
32 General government . . . 13,835 11,892 7,601 4,641 6,544 6,574 1,897 366 747
33 Net interest o 232.169 241,090 119,348 120576 122,568 122,701 19,543 21,046 21,049
34 Undistributed offsetting receipts™. .. ... .. ... —44455 —37,620 —26,995 —16,716 —25,140" —24,234 —8.556 —3,594 —3,262
|. Functional details do not sum to total outlays tor calendar year data because revisions to 4. Deposits of earnings by Federal Reserve Banks and other muscellaneous receipts.
monthly tatals have not been distributed among functions. Fiscal year total for receipts and 5. Includes interest received by trust funds.
autlays do not correspond to calendar year data because revisions from the Budget have not 6. Rents and royalues for the outer continental shelf, U.S. government contributions for
been fully distributed across months. employee retirement, and certain asset sales.
2 Old-age, disability. and hospital insurance. and railroad rettrement accounts. SOURCE. Fiscal year totals: U.S Office of Management and Budget, Budget of the US
3. Federal employee retirement contributions and civil service retirement and Government, Fiscal Year 1998; monthly and half-year totals. U.S. Department of the Trea-

disability fund. sury, Monthiy Treasury Statement of Receipts and Outlays of the U.S. Government.



1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars. end of month

Federal Finance A27

1995 1996 1997
{tem
lune 30 Sept. 30 Dec. 31 Mar. 34 June 30 Sept. 30 Dec. 31 Mar. 31 June 30
| Federal debt outstanding . . ......... . .. ... .. .. ... 34978 5,001 5,017 5,153 5197 5,260 5,357 5,415 5,410
2 Public debt secunities. ... 4951 4.974 4.989 5118 5,161 5.225 5323 5.381 5,376
3 Held by public. . . . 3,635 3,653 3.684 3,764 3,739 3,778 3.826 3874 na.
4  Heldbyagencies................ ... ... .. .. 1317 1.321 1,305 1.354 1,422 1447 1,497 1,507 na.
5 Agency securities. . ..., ... L B 27 27 28 36 36 35 34 34 34
6 Held by public 27 27 28 28 28 27 27 26 na.
7 Held by agencies 0 0 0 8 8 8 8 8 na.
8 Debt subject to statutory limit. ... ... ... .. ... 4,861 4,885 4,900 5,030 5,073 5,137 5.237 5,294 5,290
9 Pubhc debt securities. ... .. .. P 4,861 4,885 4.900 5,030 5,073 5,137 5.237 5294 5,290
10 Other debt!. oo 0 0 0 0 0 0 0
MEMO
11 Stantory debt e ..o 4,900 4,900 4.900 5.500 5.500 5,500 5.500 5.500 5.500

1. Consists of guaranteed debt of US. Treasury and other federal agencies. specified
participation cortificates, notes to international tending organizations, and District of Colum-
bia stadium bonds.

1.41 GROSS PUBLIC DEBT OF U.S. TREASURY

Billions of dollars. end of period

SOURCE. U.S. Department of the Treasury, Monthly Statement of the Public Debr of the
United States and Treasury Bulletin

Types and Ownership

1996 1997
Type and holder 1993 1994 1995 1996
Q3 Q4 Ql Q2
1 Total gross publicdebt ........................... ... ... 4,535.7 4.800.2 4.988.7 53232 5,224.8 53232 5,380.9 5,376.2
By type
2 Interest-bearing 45323 4.769.2 4964 4 5317.2 5,220.8 5317.2 53751 53705
3 Marketable . . 2.989.5 3.126.0 33072 3.459.7 34184 3.459.7 3.504.4 343301
4 Bills . 714.6 733.8 760.7 7774 761.2 771.4 785.6 704.1
5 Notes 1.764.0 1.867.0 20103 2,112.3 2.098.7 2.112.3 2.131.0 2.132.6
6 Bonds 495.9 510.3 s21.2 555.0 5435 555.0 565.4 565.4
7 Inflation-indexed notes'. . ......... . n.a. n.a. na. n.a. na. n.a. 7.4 15.9
8  Nonmarketable . 1.542.9 1,643.1 1.657.2 1,857.5 1,802.4 1,857.5 1,870.8 1,937.4
9 State and local government series . . 149.5 132.6 104.5 101.3 95.7 101.3 104.8 107.9
10 Foreign issues™. .. ............... 435 42.5 40.8 374 375 374 36.8 354
1 Government 435 425 40.8 474 37.5 474 36.8 354
12 Public. .. 0 0 0 0 .0 0 .0 .0
13 Savings bon not 169.4 177.8 181.9 1824 184.2 182.4 182.6 182.7
14 Government account seri . . . . 11500 1,259.8 1,299.6 1.505.9 1.454.7 1.505.9 1.516.6 1,581.5
15 Non-interest-bearing ......... ... ... ... ... ... ..o A4 31.0 24.3 6.0 4.0 6.0 58 57
By holder®
16 U.S. Treasury and other federal agencies and trust funds ............... 1.153.5 1.257.1 1,304.5 1.497.2 1.447.0 1.497.2 1.506.8
17 Federal Reserve Banks ............... S 3342 374.1 391.0 4109 390.9 410.9 405.6
18 Private investors 3.0474 3.168.0 3,294.9 3411.2 3,386.2 34012 3451.7
19 Commercial banks. 3222 2904 278.7 261.7' 274.8 261.7 275.0
20 Money market funds . 80.8 67.6 71.58 91.6' 85.2 91.6' 83.9
2] INSUTANCE COMPANIES . . .o oottt ettt e et et e e et 234.5 24011 241.5 235.9' 235.6" 235.9 236.5
22 Other companies . .. .. 213.0 224.5° 228.8 258.5 249.1 258.5 262.5 na.
23 State and Jocal treasuries™ 609.2° 540.2" 421.5" 358.0¢ 382.3" 358.0 353.0
Individuals
24 Savings hoqda e s 171.9 180.5 185.0 i187.0 186.8 187.0 186.5
25 Other securities . 137.9 150.7 162.7 169.6 167.0 169.6 168.9
26 Foreign and inter! al® 623.0 688.6 862.2 1,131.8° 1,030.9 1,131.8" 1,199.1
27 Other muscellaneous investors 655.0° 785.5" 843.0" 717.17 774.5" 717.1" 686.4 A

1. The U.S. Treasury first issued inflation-indexed notes during the first quarter of 1997.

2. Includes (not shown separately) securities issued to the Rural Electrification Administra-
tion, depository bonds, retirement plan bonds, and individual retirement bonds.

3. Nonmarketable series denominated in dollars, and series denominated in foreign cur-
rency held by foreigners.

4. Held almost entirely by U.S. Treasury and other federal agencies and trust funds.

5. Data for Federal Reserve Banks and U.S. government agencies and trust funds are actual
holdings: data for other groups are Treasury estimates.

6. Includes state and local pension funds.

7. tn March 1996, in a redefinition of series, fully defeased debt backed by nonmarketable
tederal securities was removed from “Other miscellaneous investors” and added to “State and
local treasunies.” The data shown here have been revised accordingly.

8. Consists of investments of foreign balances and international accounts in the United
States

9. Includes savings and loan associations. nonprofit institutions. credit unions, mutual
savings banks, corporate pension trust funds, dealers and brokers, certain US. Treasury
deposit accounts. and federally sponsored agencies.

SOURCE. ULS. Treasury Department, data by type of security, Monthly Statement of the
Public Debt of the United States; data by holder. Treasury Bulletin.
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1.42 U.S. GOVERNMENT SECURITIES DEALERS Transactions'
Millions of dollars, daily averages
1997 1997, week ending
Item
May June July July 2 July 9 July 16 July 23 July 30 Aug. 6 Aug. 13 | Aug. 20 | Aug 27
OUTRIGHT TRANSACTIONSz
By tvpe of security
1 US. Treasury bills ................ 42.017 40,559 34,285 35,964 30,635 32.509 38.791 33,065 37.984 36,968 42911 35,643
Coupon sccurities, by maturity
2 Five years or less. . .. 107.517 112,860 102,092 112.630 92.504 98.686 109,764 95,979 128,597 126,523 104.348 113,125
3 More than five years ............. 57.216 56.041 61,251 51414 59,006 56,905 56,563 70.380 89.426 83.774 58,763 49,205
4 Federal agency . . .. 41,103 39,498 39,871 47,604 39,648 36.876 26.051 43,617 40.633 36,008 51,925 40,040
5 Martgage-backed . ... .. ... 39.712 48439 50317 40,589 68.903 54575 38.158 45711 57973 63.852 41,189 34619
By npe of counterparty
With interdealer broker
6  US Treasury ........ . ....... 120.714 118,504 110,830 108.794 100,433 105,220 116,955 113,020 142913 141.650 117,316 115,088
7 Federal agency .......... ....... 1003 1,378 1,460 1,389 2,053 1,253 1.063 1710 1006 909 1,234 1.859
8  Morlgage-backed ....... ... .. 12,677 15,552 15,503 13.294 17.621 17,207 11.992 15.535 20,322 18.527 13,321 11,840
With other
9 US Treasury ................. 86.036 90,956 86,798 91,213 81.713 82,870 88,162 86,404 113,095 105.615 88,705 82,886
10 Federal agency 40.100 38,120 38411 46,215 37,595 35,623 34,989 41,907 39,628 35.098 50,692 38,181
11 Mortgage-backed ............. 27.035 32,887 34,815 27,295 51,283 37,368 26.166 30,176 37,651 45.325 27,868 22778
FUTURES TRANSACTIONS®
By type of deliverable securiry
12 US. Treasury bills ................ 217 352 188 n.a. n.a. 103 339 135 125 197 254 166
Coupon securities. by maturity
13 Fiveyearsorless................ 2014 2,430 1,399 2433 1,082 1.354 1,196 1,425 1,700 2.322 1.550 2.812
14 More than five years 14,506 15.048 14.693 11,864 13,024 14.384 16,056 15,123 19,607 22420 15.800 17.445
15 Federal agency . ..... i} 0 0 0 4] O 0 0 0 0 0 Q
16 Mortgage-backed . .............. ... 0 0 0 0 0 0 0 0 0 0 0 0
OPTIONS TRANSACTIONS*
By type of underlying securiry
17 U.S. Treasury bills . . [¢] 0 a 4] O 4] 0 0 0 O ] 0
Coupon securtties, by maturity
18 Five years or less...... 3.570 303 2.23] 3.095 2362 2.494 2,000 1,725 2.352 2482 1514 2436
16 More than five years 5,024 40IR 6.038 4271 8.23% 4,791 6.506 5,726 6.224 6.130 4,922 7.981
20 Federal agency 0 0 0 0 0 0 0 0 0 0 0 0
21 Mortgage-backed . .......... ... ... 560 408 576 304 887 290 557 711 715 173 634 855
!

|. Transactions are market purchases and sales of securities as reported to the Federal
Reserve Bank of New York by the U.S. government securities dealers on its published kst of
primary dealers. Monthly averages are based on the number of trading days in the month.
Transactions arc assumed evenly distributed among the trading days of the report week.
Immediate, forward. and futures transactions are reported at principal valve, which does not
include accrued interest; options transactions are reported at the face value of the underlying
securities.

Dealers report cumulative transactions for each week ending Wednesday.

2. Outright transactions include immediate and forward transactions. Immediate delivery
cefers to purchases or sales of securities (other than mortgage-backed federal agency securi-
tes) for which delivery is scheduled in five business days or less and “when-issued”
secunties that settle on the 1ssue date of offenng. Transuctions for immediate delivery of mortgage-
bucked agency securities include purchases and sales far which delivery is scheduled in thirty business
days or less. Stripped securities are reparted at market value by maturity of coupon or corpus.

Forward transactions are agreements made in the over-the-counter market that specify
detayed delivery. Forward contracts for U.S. Treasury securities and federal agency debt
securines are included when the time to delivery is more than five business days. Forward
contracts for mortgage-backed agency securities are included when the time to delivery 1s
more than thirey business days.

3. Futures transactions are standardized agreements arranged on an exchange. All futures
transactions are included regardless of time to delivery.

4. Options transactions are purchases or sales of put and call aptions. whether arranged on
an organized exchange or in the over-the-counter market, and include options on futures
contracts on U.S. Treasury and federal agency securities.

NOTE. “n.a.” indicates that data are not published because of insufticient activity.

Major changes 1n the report form filed by primary dealers induced a break in the dealer data
series as of the week ending July 6. 1994,
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143 US. GOVERNMENT SECURITIES DEALERS Positions and Financing'
Millions of dollars
1997 1997. week ending
Ttem
May June Tuly July 2 July 9 July 16 July 23 July 30 Aug. 6 Aug. 13 Aug. 20
Positons?
NET OUTRIGHT POSITI()NS3
By tvpe of security
I US. Treasury bills ... o -5.335 —1.305 —2,696 —7.425 —5,265 =117 —1.038 —1.960 10,935 5.179 2,701
Coupon securtties, by maturity
2 Fiveyearsorless.............. -22,394 —20,661 — 15429 —23,790 ~ 18,706 -17.720 ~12.025 -10.780 -16,112 —28.997 —35.270
3 More than five years ......... - 18,077 =20,191 —21,652 —25,420 -21,965 -22,963 —20.857 —20,958 —13.167 —14.483 — 13,062
4 Federal agency ... ... . . . . ..... 29451 31,556 36617 29,693 31,388 42,158 36,535 18.716 34147 32,110 33278
5 Mongage-backed . . ... ... 35472 35,836 33,661 35.866 31276 35337 35,484 32,553 29.220 35.890 36.928
NET FUTURES POSITIONS4
By 1vpe of deliverable security
6 US. Treasury bills ................... -974 633 303 1,355 1.535 1,31 —252 — 1461 ~1,236 —669 —544
Coupon securities, by maturity
7 Five years or less. ..., 3,100 2,705 3,187 3,676 3,119 3,740 2,769 2,751 4,797 7.946 7,678
8  Morc than five years . ... — 11,685 —-13.430 —17,588 —12,348 —15.715 -17.546 -18,512 -19.708 -20,172 17,848 —15.650
9 Federal agency ........... . 0 0 0 0 0 0 0 0 0 0 0
10 Mortgage-backed . ................ ... 0 0 0 0 0 0 0 0 0 0 0
NET OPTIONS POSITIONS
By tvpe of deliverable security
11 US. Treasury bills ... .. ... 0 0 0 0 0 0 0 0 0 0 0
Coupon securities, by maturity
12 Fiveyearsorless......... ... ..., 848 2.660 2,361 1,621 2,506 2,273 2,448 2,572 1,344 -904 —-137
I3 More than five years . ......... —671 1466 4,960 2,857 3,643 1,833 7.081 7,709 6.198 6,003 6.814
[4 Federal agency . NN . 0 4] 0 0 [} 4 0 0 Q o] 0
15 Mortgage-backed . .. ... ... . 0 2210 240 470 439 249 42 521 955 1,325 636 1.565
Flnancmg5
Reverse repurchase agreements
16 Overnight and continuing ............. 293,697 290,312 296,334 299,419 304.295 295,803 285,438 296,772 311,349 283.101 318,142
17 Term ..o oo 352,156 592.367 601.067 542271 574.692 584.084 626,375 630,423 639,511 677.434 606,312
Securities borrowed
18 Overnight and continuing ............. 216,864 213,510 213,183 219.116 214,131 214,489 214,679 207,173 217,146 209.796 213,882
19 Term. ..o 78,569 87422 91,863 83,907 91.447 92,001 95,797 89,853 96,254 95.296 94,625
Securities received as pledge
20 Overnight and continuing ... .......... 4,104 8,826 8,712 10,706 9.885 8.501 8,092 7.940 7.730 8,374 8.217
20 Term. ..o 188 163 121 156 137 16 117 104 107 99 89
Repurchase agreements
22 Overnight and continuing 602.889 626,129 642,431 623.786 634,318 651.834 638,716 645,874 672,600 646,334 672,755
23 Term .o 500610 550,542 492,997 516,923 532333 582,543 581,231 589,607 635.022 554.278
Securittes loaned
24 Overnight and conunuing 6,399 6.774 7.843 7,330 7.473 7.812 8,524 7,692 7.954 7.752 8.580
25 Term e 4.352 4574 4688 4.497 4.394 4293 4,990 4,980 5750 6,150 4,979
Securtnes pledged
26 Overnight and contimuing . ............ 62.667 61,239 54,92] 59,623 58.453 55,283 52,747 52,033 53.696 33.276
27 Term. . L e 2.956 1,736 1,904 2,009 2,082 2425 1.858 1,646 1.943 2.242
Collateralized loans
28 Overnight and continuing  ............ n.a. n.a n.a. n.a. n.a. n.a. na. na. na, na. n.a.
29 Term . n.a. n.a n.a, n.a. n.a. n.a n.a. n.a. n.a. n.a. n.a.
30 Totab ...l 12,391 13,374 14,547 11,757 13,272 13,790 13,679 17,811 17,590 16.535 17,595
MEMO: Matched book®
Securities in
31 Overnight and continuing ............ 298,289 290,345 291,783 298,739 305,482 294.008 281,480 282,362 304.460 276,360 293.653
32 Term. ..o 531,303 575.636 587,039 527,780 565.779 569.975 610,930 613.564 620,921 656,596 590,223
Securities out
33 Overnight and continuing  ............ 363.061 380.179 381,031 370.136 384,736 383,121 376,160 379,418 407.652 377.356 396.674
34 Term . ... e 432,788 461.838 474771 425473 446.662 453,947 500.175 507.676 507.726 549.36( 461,382

I. Data for positions and financing are obtained from reports submutted to the Federal
Reserve Bank of New York by the U.S. government securnities dealers on uts published list of
primary dealers Weehkly figures are close-of-business Wednesday data Positions for calendar
days of the report week are assumed to be constant. Monthly averages arc based on the
number of calendar days in the month

2 Securimes positions are reported at market vajue

2 Net outnight posiuons include immediate and forward posions. Net immediate posi-
tions include securities purchased or sold (other than mortgage -backed agency securities) that
have been delivered or are scheduled to be delivered in five business days or less and
*when-ssued” securities that settle on the issue date of offering. Net immediate positions for
morigage-backed agency secuniies include securities purchased or sold that have been
delivered or are scheduled to be deltvered m thirty business days or less.

Forward posttions reflect agreements made in the over-the-counter market that specify
delayed delivery. Forward contracts for U.S. Treasury securities and federal agency debt
securtties are included when the time to delivery is more than five business days. Forward
contracts for mortgage-backed agency securities are included when the time to delivery is
more than thirty business days.

4. Futures positions reflect standardized agreements arranged on an exchange. All futures
posttions are included regardless of time to delivery.

5. Overnight financing refers to agreements made on one business day that mature on the
next business day, continuing contracts are agreements that reman i effect for more than one
business day but have no specific maturity and can be termmated without advance notice by
either party: term agreements have a fixed maturity of more than one business day. Financing
data are reported in terms of actual funds paid or received. including accrued interest.

6. Matched-book data refiect financial intermediation activity in which the borrowg and
lending transactions are matched. Matched-book data are included in the financing break-
downs given above The reverse repurchase and repurchase numbers are not always equal
because of the “*matching™ of securities of different values or different types of collateraliza-
tion.

NOTE. “n.a.” indicates that data are not published because of msufhicient activity.

Major changes in the report form filed by primary dealers induced a break 1n the dealer data
series as of the week ending July 6. 1994,
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding

Millions of dollars. end of period

1997
Agency 1993 1994 1995 1996
Feb. Mar. Apr. May June
| Federal and federally sponsored agencies. . ................... 570711 738,928 844,611 925,823 927,400 929,809 960,491 974,331 972,731
2 Federal agencies. . ... ... ... .. ... ... ool 45.193 39.186 37.347 29.380 29,303 28,989 27,762 28,011 27.646
3 Defense Depdrlmenl| 6 6 6 6 6 6 6 6 6
4 Export-Import Bank®? 5,315 3455 2,050 1,447 1.437 1.363 1.357 1,357 1.357
5 Federal Housing Admintstration” 255 116 97 84 146 26 31 32 37
6 Government National Mortgage Association certificates of
parlicipeuion5 ...................................... n.a. n.a. na. n.a. n.a. na. na. n.a.
7 Postal Service® 9,732 8.073 5,765 n.a. na. n.a. n.a. na.
8  Tennessee Valley Authority 29,885 27.536 29,429 27,714 27.594 27,756 28,005 27.640
9 United States Railway Assoudm»n n.a. n.a. n.a. na. n.a. na. na n.a.
10 Federally sponsored agencies’. . ..... ..o, 523,452 699,742 807.264 896,443 898.097 900,820 932,729 946,320 945.085
11 PFederal Home Loan Banks ............... 139,512 205.817 243,194 263,404 255407 266,456 277,880 284,861 290.028
12 Federal Home Loan Mortgage Corporation . . 49,993 93,279 119,961 156,980 161.532 153,621 162,872 167.407 161.900
13 Federal National Mongagc Association . ... 200,112 257,230 299,174 331,270 332,046 336,174 341,789 344,350 345462
14 Farm Credit Banks® ... .. ... . oo 53,123 53,175 57,379 60,053 60,075 60,884 60,945 61,384 62,075
15 Student Loan Marketing Association® 39,784 50,335 47.529 44763 48,707 43,105 48,515 47,620 44 841
16 Financing Corporation'” 8,170 8,170 3,170 $.170 8,170 8,170 8,170 8,170 8,170
17 Farm Credit Financial Ass l'mce Corporallon . . .. 1,261 1,261 1,261 1,261 1,261 1,261 1.261 1,261 1.261
18 Resolution Funding Corporation'®. ... ... .. .. ..ooovoiiii.. 29,996 29996 29.996 29,996 29,996 29.996 53,243 29,996 29.996
MEMO
19 Federal Financing Bank debt'> ... .. ....... ... .. ... ... 128,187 103,817 78,681 58,172 57,625 53.688 n.a. 51,866 50,962
Lending to federal and federally sponsored agencies
20 Export- [mpor[ Bank' 5,309 3,449 2,044 1431 1.431 1.357 1357 1,357 1,357
21 Postal Service® . ... 9.732 §.073 5.765 n.a. n.a. n.a. na. n.a. n.a.
22 Student Loan Marketing 4.760 n.a. n.a. n.a. n.a. n.a. na. na. na.
23 Tennessee Valley Aulhomy 6.325 3.200 3.200 n.a. na. n.a. na. n.a. n.a.
24 United States Railway Association® n.a. n.a. n.a. n.a. na. na. n.a. n.a. n.a.
Other [endmg]4
25 Farmers Home Administration. . .. ... .. ... .. ... oiniana.. 38,619 33,719 21,015 18,325 17,875 16.675 16.675 16.505 15.455
26 Rural Electrification Admimistration . . .. 17,578 17.392 17.144 16,702 16,710 15.696 13.696 15,674 15,679
27 Other. ..ot e 45,864 37.984 29513 21.714 21,609 21,317 23919 18,330 18,471

1. Consists of mortgages assumed by the Defense Department between 1957 and 1963

under family housing and homcowners assistance programs.

2. Includes participation certificates reclassified as debt beginning Oct. 1, 1976.

3. On-budget since Sept. 30. 1976.

10. The Financing Corporation, established in August 1987 to recapitalize the Federal
Savings and Loan Insurance Corporation, undertook its first borrowing in October 1987.

11. The Farm Credit Financial Assistance Corporation. established in January 1988 to
provide assistance to the Farm Credit System, undertook its first borrowing in July 1988.

4. Consists of debentures issued in payment of Federal Housing Administration insurance
claims. Once issued, these securities may be sold privately on the securities market.

5. Certificates of participation issued before fiscal year 1969 by the Government National
Mortgage Association acting as trustec for the Farmers Home Administration, the Department
of Health. Education. and Welfare, the Department of Housing and Urban Development, the
Small Business Administration, and the Veterans Administration.

6. Oft-budget.

7. Includes outstanding noncontingent liabilities: notes, bonds, and debentures. Includes
Federal Agricultural Mortgage Corporation: therefore details do not sum to total. Some data
are estimated.

8. Excludes borrowing by the Farm Credit Financial Assistance Corporation, which is
shown on fine 17,

9. Before late 1982, the association obtained financing through the Federal Financing Bunk
(FFB). Borrowing excludes that obtained from the FFB. which is shown on line 22

12. The Resolution Funding Corporation, established by the Financial Institutions Reform.
Recovery, and Enforcement Act of 1989, undertook its first borrowing in October 1989,

13. The FFB, which began operations in 1974, is authorized to purchase or sell obligations
issued, sold. or guaranteed by other federal agencies. Because FFB incurs debt solely for the
purpose of lending to other agencies, its debt is not included in the main portion of the table to
avoid double counting.

14. Includes FFB purchases of agency assets and guaranteed loans: the latter are loans
guaranteed by numerous agencies, with the amounts guaranteed by any one agency generally
being small. The Farmers Home Administration entry consists exclusively of agency assets,
whereas the Rural Electrification Adnunistration cntry consists of both agency assets and
guarantced loans.
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1.45 NEW SECURITY ISSUES Tax-Exempt State and Local Governments

Millions of dollars

1997
Type of issue or issuer.
of use 1994 1995 1996
Jan. Feb. Mar. Apr. May June’ Juiy! Aug.
1 All issues, new and refunding' . .................. ... 153,950 | 145,657 | 171,222 10,340 12,052 13,701 15,741 15,447 19,376 16,134 15,302
By type of issue
2 General obligation .............. ... .o .. 54,404 56.980 60.409 4,160 4,287 5491 6,224 5741 6.145 7446 5,098
JRevenue ... 99.546 88,677 | 110813 6.180 7.765 8210 9.517 9,706 13.23t 8.688 10,204
By 1vpe of issuer
4 State I R . . 19.186 14,665 13,651 728 713 4,037 1,126 1.219 1.197 1,985 1,385
§ Special disteict ar statutory authority™ R 95.896 93,500 | 113,228 6,306 8,341 7.206 11124 9,666 13.310 10,182 9,243
G Municepality, county, or township . . . . . . . . . 33.868 37,492 44,343 3,306 2998 2458 3491 4.562 4,369 3967 4674
7 Issues for new capital ........ .. .. ... | 105972 | 102,390 | 112,298 6,106 8,409 8,736 11,8357 | 10,507 14,536 9.169 8,702
By use of proceeds
8 Educanon . ... ..o o ool . 21,267 23,964 26,851 1.974 1.924 2330 3,264 2,844 34498 2.689 2.742
9 Transportation A . B . 10.836 11.890 12,324 808 639 393 1,873 1,225 638 666 1,233
10 Utilities and conse 10,192 9,618 9,791 749 901 954 425 1,608 1,615 1429 59
I Social welfare 20,289 19,566 24,583 1.265 1.28] 2.644 1.929 1.291 4.438 1.777 1,654
12 Industrial aid . B 8161 6,581 6,287 231 481 317 763 462 637 282 787
13 Other purposes  ........ooiiiiiii it L] 35227 30.771 32462 1,079 383 2.098 3220 3.077 3,710 2.326 1,695
1. Par amounts of long-term 1ssues based on date of sale. SOURCE. Sccuntics Data Company beginning Janvary 1990: Investment Dealer’s
2. Includes school districts. Digest before then.
1.46 NEW SECURITY ISSUES U.S. Corporations
Millions of dollars
1996 1997
Type of 1ssue, offering,
or rssuet © 1994 1995 1996
Dec. Jan. Feb. Mar. Apr. May June July
T Alissues' .o 583,240 n.a. n.a. 48,747 57,186 53.027 62,411 43,956 54,750" 82.558 64,439
2Bondst ..o 498,039 573,206 n.a. 39,585 44,027 44.980 54,632 37,672 46,738" 71,588 55,420
By type of offering
3 Public, domestic 365.222 408.804 386.280 37.108 35.449 35,245 45,886 29.797 38.594" 59,621 43,666
4 Private placement. domes . . 76,065 87,492 n.a. n.a. n.a. na. na. n.a. n.a. n.a. n.a.
SSoldabroad........... .. . 56,755 76.910 74,793 2477 8.577 9.735 8.746 7.875 8.144 11,967 14,755
By imdustry group
6 Manutacturing .. 43,423 61,070 41,959 5,096 4,088 4791 3,060 2276 2,355 3.748 7.780
7 Commercial and mis s . . 40,735 50.689 34,076 1,727 4,926 2.004 1,641 6.201 2,104 2771 +.579
8 Trunsportatton ... oL 6,867 8430 5,111 341 366 100 324 257 6.566° 424 544
9 Public utdity . NP 13.322 13,751 8,161 680 858 1476 1.185 47 653 1.377 3674
10 Communication o . 13.340 12999 13,320 628 1.210 405 2.802 500 300 576 t.304
[1 Real estate and financial .. ....... ..., .. 380,352 416,269 358,446 30113 31.57 36.204 15619 28,391 34,761 62,692 17540
12 Stoeks® . .. L. P 85,155 100,573 n.i. 9.162 13.159 8,047 7,779 6,284 8.012 10.970 9.019
By tvpe of offering
13 Public preferred. ... oLl 12.570 10917 33.208 5.452 8048 1,510 2,740 1,952 2,055 3.846 649
14 COMMON ..ot 47.828 57.556 83.052 3.710 5011 6,537 5,039 4,332 5.957 7.124 9.608
15 Private placement’ ... .. ... 24.800 32.100 n.a. n.a. na. n.a. n.a. n.a. na n.a.
By industry group
16 Manufacturing ... 17.798 21,545 899 608 2,008 1.136 847 1,594 968 1,344
17 Commercial and miscellaneous . 15,713 27.844 n.a. 2922 1,827 3.041 1.923 1,181 1,912 2938 2,804
18 Transportation ... . 2203 804 54 250 258 0 0 35 272 563
19 Public utility . 2214 1,936 103 1.847 96 841 570 200 1,046 483
20 Communication . . . 494 1.077 23 0 28 0 25 0 374 120
21 Real estate and financial.............. ... 46,731 47,367 5.161 8292 2575 3.879 3,661 4,219 5.384 3.828
1 Figures represent gross proceeds of 1ssues maturing (n more than one year: they are the 2. Monthly data cover onty public offerings.
prncipat amount or number of units calculated by multiplyng by the offering price. Figures 3. Monthly data are not available.
exclude secondary offerings, employee stock plans, investment companies other than closed- SOURCE Beginning July 1993, Securities Data Company and the Bourd of Governors of
end. itracorporate transactions, equities sold abroad. and Yankce bonds. Stock data include the Federal Reserve System

ownership securities ssued by limited partnerships.
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Assets'

Millions of dollars

1997
ftem 1995 1996
Jun. Feb. Mar. Apr. May June' July Aug.
1 Sales of own shares’ ........................ 871415 | 1,149918 134,460 102,169 101,390 110,721 103,470 112,318 125,710 115444
2 Redempuions of own shares ................... 699.497 853,460 96,243 73,871 79976 100,188 76.337 86.759 90,095 85,503
3 Netsales'.. . ... . 171,918 296,458 38218 28,298 21413 10,532 27,133 25,559 35,615 29.941
4 Assets’ ..o 2,067,337 | 2,637,398 | 2,752,273 | 2,772,715 | 2,700,474 | 2,782,077 | 2,952.609 | 3,067,565 | 3,279,535 | 3,199,871
5 Cash® oo 142,572 139,396 152,297 153,525 160,570 177.979 182,004 180,552 182,122 180.624
6 Other ... ... ... 1.924.765 | 2,498,002 | 2.599.976 | 2.619.189 | 2,539.906 | 2,604.098 | 2,770,606 | 2,887,013 | 3,097.413 | 3,019,247

1. Data on sales and redemptions cxclude moncy market mutual funds but include
limited-maturity municipal bond funds. Data on asset positions exclude hoth money market
matual funds and limited-maturity municipal bond tunds.

2. Includes reinvestment of net income dividends. Excludes reinvestment of capital gains
distributions and share 1ssue of conversions from one fund to another in the same group.

3. Excludes sales and redemptions resulting from transfers of shares into or out of money

4. Market value at end of period. less current liabilities.

5. Includes all U.S. Treasury securities and other short-term debt securities.

SOURCE. Investment Company Institute. Data based on reports of membership. which
comprises substantially all open—end investment companies registered with the Securities and
Exchange Commission. Data refiect underwritings of newly formed companies after their
nitial offering of secunities.

market mutual funds within the same fund family.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars: quarterly data at seasonally adjusted annual rates

1995 1996 1997
Account 1994 1995 1996
Q3 Q4 Ql Q2 Q3 Q4 Ql QY
1 Profits with iventory valuation and
capital consumption adjustment ... ... oL 570.5 650.0 7359 672.8 685.7 N 738.5 739.6 747.8 779.6 795.1
2 Profits before taxes....... 535.1 622.6 676.6 630.6 634.1 664.9 6822 679.1 680.0 708.4 719.8
3 Profits-tax liability 186.6 2132 229.0 2188 2153 226.2 2322 231.6 226.0 2412 2445
4 Profits after taxes . 348.5 4094 447.6 411.8 418.8 438.7 450.0 4475 454.0 4672 4753
5 Dividends........ . S 216.2 264.4 304.8 266.8 2744 300.7 303.7 305.7 309.1 326.8 333.0
6 Undistributed profits . ... L 1323 145.0 1428 145.0 144.5 138.0 146.4 141.8 144.9 140.3 1423
7 Inventory valuation . Lo —16.1 -24.3 -25 —93 4 =51 —54 =27 33 35 59
8 Capital consumption adjustment S04 51.6 61.8 51.5 511 579 61.6 63.2 64.4 67.7 69.4
SOURCE. U.S. Department of Commerce. Survey of Current Business.
1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities'
Billions of dollars, end of period: not seasonally adjusted
1995 1996 1997
Account 1994 1995 1996
Q4 o) Q2 Q3 o ol Q2
ASSETS
1 Accounts receivable, gross® ... ... 543.7 607.0 637.1 6(7.0 613.7 626.7 628.1 637.1 647.2 650.7
2 Consumer, .. ... 201.9 233.0 2449 233.0 235.9 240.6 244.4 244.9 248.6 254.3
3 Business..... 2749 301.6 309.5 301.6 303.5 305.7 3014 309.5 315.2 3117
4 Real estate 66.9 724 827 724 743 80.4 822 82.7 834 848
5 LESS: Reserves for uncarned income 529 60.7 55.6 60.7 58.9 57.2 54.8 55.6 51.3 57.0
6 Reserves for losses. ... ... ............... 11.3 12.8 13.1 12.8 12.8 127 129 13.1 12.8 13.3
7 Accounts re 4795 533.5 568.3 5335 542.0 556.7 560.5 568.3 583.1 580.4
8 All other....... .. 216.8 250.9 290.0 250.9 255.0 258.7 268.7 290.0 289.9 308.1
9 Totalassets ............... ... ... ... 696.3 784.4 858.3 784.4 796.9 815.4 829.2 858.3 873.0 888.6
LIABILITIES AND CAPITAL
10 Bank loans. ... oo 14.8 15.3 19.7 15.3 15.4 177 18.3 19.7 184 18.9
11 Commercial paper ... 171.6 168.6 177.6 168.6 168.2 169.6 173.1 177.6 185.3 193.8
Debt
12 Owedtoparent ........ ... ... ... . ..o ... 41.8 51.1 60.3 511 50.5 56.3 579 60.3 61.0 61.4
13 Not elsewhere classified ........................... 247.4 300.0 3325 300.0 307.5 319.0 3223 3325 3244 344.6
14 All other liabilitics. .. .......... ... 146.2 163.6 174.7 163.6 165.6 1632 164.8 1747 189.1 170.9
15 Capital, surplus, and undivided profits. . .............. 74.6 859 935 85.9 89.7 89.7 92.8 935 948 98.8
16 Total liabilities and capital . .. ............ ... ... .. 696.3 784.4 858.3 784.4 796.9 8154 829.2 858.3 873.0 888.6

2. Before deduction for unearned income and losses.

1. Includes finance company subsidiaries of bank holding companies but not of retailers
and banks. Data are amounts carried on the balance sheets of finance companies; securitized
pools are not shown, as they are not on the books.



1.52 DOMESTIC FINANCE COMPANIES

Billions of dolfars, amounts outstanding

(9%}

Securities Market and Corporate Finance A3

Owned and Managed Receivables'

1997
Type of credit 1994 1995 1996
Feb. Mar. Apr. May June July
Seasonally adjusted
1 Total 607.3 682.4 762.4 7671.7 773.8 775.6 7759 782.9° 788.0
2 2444 281.9 306.6 3113 3125 318.2 3185 320.8" 323.6
3 66.9 724 1119 112.8 1155 1169 118.0 120.1° 121.8
4 2959 328.1 3438 3435 3458 340.5 339.3 342.0 342.5
Not seasonally adjusted
STotal. ... e 613.5 689.5 769.7 766.2 775.0 776.6 771.8 786.9" 782.2
6 Consumer................... 2480 2858 310.6 309.9 3o 315.6 317.5 3209 3226
7 Motor vehic oans 70.2 811 86.7 87.1 85.8 83.2 85.1 87.0 88.8
8 Motor vehicle leases 67.5 80.8 92.5 94.3 95.6 96.7 97.3 98.5 99.5
9 Revolving 259 285 325 322 332 343 344 34.0° 331
10 Other* ... 38.4 426 322 340 34.0 343 347 34.8 347
Securitized assets
I Motor vehicle loans. . ... ... .. ... ... A 328 348 36.8 342 345 383 36.8 37.8 38.0
12 Motor vehicle leases .. .. . o 22 35 8.7 8.3 8.4 9.4 9.3 9.2 9.0
13 Revolving ... ... .. . na. n.a. 0.0 0.0 0.0 0.0 0.0 0.0 0.0
14 Other . .. 1.2 14.7 201 19.7 19.6 19.3 199 19.7 19.5
15 Real estate 66.9 724 119 112.8 115.5 116.9 118.0 1201 121.8
16 One- to four: n.a. n.a. 521 538 533 55.0 549 54.5" 56.8
17 Other ............... na. n.a 30.5 302 301 30.3 303 30.2 303
Securitized real estate assets*
18 Onc- to four-family na. n.a 289 285 318 RI 325 35.0 344
9 Other ... . n.a. n.a 0.4 0.3 0.4 0.3 0.3 0.3 0.3
20 Business. ... 298.6 331.2 3472 3434 348.5 3441 3422 3459 337.8
21 Motor vehicles 62.0 66.5 67.1 71.0 73.8 7.7 70.4 70.7 63.6
22 Retail loans ... 18.5 218 25.1 25.0 25.1 24.6 244 25.2 244
23 Wholesale loans’ 352 36.6 33.0 369 39.6 379 366 36.3 299
24 SCS, L 8.3 8.0 9.0 9.1 9.1 9.2 9.3 9.3 9.3
25 Equipment . 8.3 8.0 9.0 190.8 192.1 189.9 188.0 188.8 188.3
26 8.2 8.0 9.0 545 55.0 538 52.3 52.6 1.7
27 Leases S AN 8.3 8.0 9.0 136.3 137.1 136.1 135.6 136.2 136.6
28 Other business receivables® .. ... ... ... ... 8.3 8.0 9.0 483 493 49.6 50.3 522 RING
Securitized assets
29 Motor vehueles. . ... oo 8.3 8.0 9.0 20.7 20.5 20.3 21.1 21.3 19.9
30 Retail loans . . 83 80 9.0 24 22 21 2.6 2.5 24
31 Wholesale loans. .. 83 8.0 9.0 18.3 18.2 18.2 18.5 18.7 17.4
32 Leascs o . 83 8.0 9.0 0.0 0.0 0.0 0.0 0.0 0.0
i3 Equipment ..... ... oo .. 83 8.0 9.0 10.3 10.3 9.9 9.9 10.4 12.0
34 Loans ... oo 8.3 8.0 9.0 42 4.0 38 4.0 39 4.2
35 Leases. ............ o 83 8.0 9.0 6.0 6.3 6.2 5.9 6.5 7.8
26 Other business receivables™ . ... ... ... ... 83 8.0 9.0 24 25 2.6 2.5 2.5 2.5

NOTE. This table has becn revised to incorporate several changes resulting from the
benchmarking of finance company receivables to the June 1996 Survey of Finance Compa-
nies. In that benchmark survey. and in the monthly surveys that have followed, more detailed
breakdowns have been obtained for some components. In addition, previously unavailable
data on securiticed real estate Joans are now included in this table. The new information has
resulted in some reclassification of receivables among the three major categories (consumer,
real estate, and business) and in discontinuities in some component series between May and
June 1996,

Includes finance company subsidiaries of bank holding companies but not of retailers and
banks. Data in this table also appear in the Board's G.20 (422) monthly statistical release. For
ordering address. see inside front cover.

1. Owned receivables are those carried on the balance sheet of the institution. Managed
recervables are outstanding balances of pools upon which secunties have been issued: these
balances are no longer carried on the balance sheets of the Ioan originator Data are shown

before deductions for unearned income and losses. Components may not sum (o totals
because of rounding.

2. Excludes revolving credit reported as held by depository institutions that are subsidiar-
ies of finance companics.

3. Includes personal cash loans, mobile home loans, and loans to purchase other types of
consumer goods such as appliances, apparel. boats, and recreation vehicles.

4. Outstanding balances of pools upon which securities have been issued: these balances
are no longer carried on the balance sheets of the loan onginator.

5. Credit arismg from transactions between manufacturers and dealers. that is, floor plan
financing.

6. Includes loans on commercial accounts receivable, factored commercial accounts. and
receivable dealer capital; small loans used primarily for business or farm purposes: and
wholesale and lease paper for mobile homes. campers. and travel trailers,
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1.53  MORTGAGE MARKETS Mortgages on New Homes

Millions of dollars except as noted

1997
Item 1994 1995 1996
Feb. Mar. Apr. May June July Aug.
Terms and yields in primary and secondary markets
PRIMARY MARKLTS
Terms'
1 Purchase price (thousands of dollarsy. ........... ... . 1704 175.8 182.4 166.6 169.2 172.5 177.6 181.4 181.4 191.2
2 Amount of loan (thousands of dollar: . 130.8 134.5 139.2 130.9 1321 134.8 137.7 140.6 142.7 148.2
3 Loan-to-price ratio {percent). . 78.8 78.6 78.2 80.9 80.8 81.1 80.0 79.9 81.2 79.8
4 Maturity {years).............. ....... . 275 27.7 27.2 28.2 28.0 27.8 28.2 28.0 287 28.2
5 Fees and charges (percent of toan amount)” 1.29 1.21 1.21 1.03 0.99 1.04 1.00 1.04 105 1.06
Yield (percent per vear)
6 Contract rate’ . . 7.26 7.65 7.56 7.61 772 7.86 7.85 779 7.62 7.42
7 Effective rate™ ... 7.47 7.85 7.77 7.78 7.88 8.03 8.01 795 7.78 7.59
8 Contract rate (HUD seres) ... .. i i 8.58 8.05 .02 7.94 8.25 8.19 8.08 7.82 7.62 7.67
SCECONDARY MARKETS
Yield (percent per vear)
9 FHA mortgages (Section 203" 8.68 8.18 8.19 8.08 8.55 8.56 8.05 8.02 7.61 8.02
10 GNMA securities” ... o 7.96 7.57 7.48 7.37 7.69 7.80 7.59 737 7.04 7.16
Activity in secondary markets
FEDERAL NATIONAT MORTGAGE ASSOCIATION
Mortgage holdimgs tend of period)
1t i 222,057 253.511 287.052 288.951 292,115 295.804 297.023 297471 300,439 304,528
12 27,558 28.762 30.592 30.119 30,100 30,839 31.437 31.198 31,065 31,193
13 194,499 224,749 256,460 258,832 262.015 264.965 265,586 266,273 269,374 273.335
14 Mortgage transactions purchased (duning period) . ... .. 62,389 56.598 68,618 3.029 5.839 6,683 4,148 3,594 6,417 7.606
Mortgage conmutments (durmg period)
15 Issued’ ..o 54,038 56,092 65.859 4,407 8.299 3,898 1.704 6.196 6.956 5.960
16 Tosell® ... ... 1.820 360 130 0 1 0 23 115 75 219
FEDERAT HOME LLOAN MORTGAGE CORPORATION
Mortgage holdigs (end of ])eri(m’)x
72.693 107.424 137.755 139.925 144,558 147.190 148,698 149.250 151.582 155.169
276 267 220 213 208 205 210 210 210 210
72416 107157 137.535 139,712 144,350 146,985 148.488 149,040 151.372 154,959
Mortgage transactions (during period)
20 Purchases . ... 124,697 98.470 128,566 8,204 7.403 8,981 8,195 8,884 8,374 9.917
21 Sales. oo 117,110 85,877 119,702 10,271 6.796 8,269 7,596 8,321 7,757" 9,187
22 Mortgage commuitments contracted (during period)” . ... 136,067 118,659 128,995 7,537 7,595 9,746 7408 9,099 9,054 9913

1. Weighted averages based on sample surveys of mortgages originated by major institu-
tional lender groups for purchase of newly built homes: compiled by the Federal Housing
Finance Board in cooperation with the Federal Deposit Insurance Corporation

2. Includes all fees, commissions, discounts, and ““points™ paid {by the borrower or the
seller) to obtan a loan.

3. Avcrage cffectuve interest rate on loans closed for purchase of newly built homes,
assuming prepayment at the end of wen years.

4. Average contract rate on new commitments for conventional first mortgages; from U.S.
Department of Housing and Urban Development (HUD). Based on transactions on the first
day of the subsequent month,

5. Average gross yield on thirty-year, minimum-downpayment first mortgages insured
by the Federal Housing Adrmin tion (FHA) for immediate delivery in the private
secondary market. Based on transactions on first day of subsequent month.

6. Average net yields to investors on fully modified pass-through securities backed by
mortgages and guaranteed by the Government National Mortgage Association (GNMA),
assuming prepayment in twelve years on pools of thirty-year mortgages insured by the
Federal Housing Administration or guaranteed by the Department of Veterans Affairs.

7. Does not include standby commitments issued, but includes standby commitments
converted.

8. Includes participation loans as well as whole loans.

9. Includes conventional and government-underwritten loans. The Federal Home Loan
Mortgage Corporation’s mortgage commitments and mortgage transactions include activity
under mortgage securities swap programs, whereas the corresponding data for FNMA
exclude swap activity.



1.54 MORTGAGE DEBT OUTSTANDING!'

Millions of dollars, end of period

Real Estate  A35

1996 1997
Type of holder and property 1993 1994 1995
Q2 Q3 Q4 Q1 Q2P
T AN Bolders. ... 4261,151" | 4,462,816" | 4,691,8127 | 4.861.363° | 4,940,700" | 5,022,457 | 5,080,199 | 5.162.447
Bv type of property

2 One- to tour-family residences 32250017 | 3,424,018 | 3.616440" | 3.719.650° | 3,792,425" | 3.850,579' 3.898.042 3.055.964

3 Mulufamily residences. ... .. 270,380 275,287 287.593" 301.063' 305,081" 312,984 35578 321955

4 Nonfarm, nonresidential . 685.021" 680.540 703.218" 754 457" 756.462" 771.749" 778,940 795.708

S Farm 80.739" 82.971" 84.561° 86.193" 86,732" 87.134' 87.639 88.821

By type of holder

6 Major financul institgtions ... ..o 1.763410° 1,811,018 1,884,714 1.919.612 1.945,088 1.968.859" 1.983.813 2021318

7 Commercial banks™ ... 940,603 1.003.923° 1.080.483° 1,099,643 1,112,614 1,135,133 1149721 1186255

8 One- to four-family 556.660 611.092" 663.715" 670,756 678,565" 692.150" 702.553 727.211

Y Multufamily 38.657 39,346 43,837 45,368 46,410 16,676 47.620 48,752
10 Nonfarm, nonresidential. 3244200 330,934 349101 358,956 363.124" 371,394 373317 384,232
il 20,866 22,551 23.830" 24.563 24815 24.883 28231 26,060
12 598,435 596,191 596.763" 611,735 628,037 628.335" 627.564 629,045
13 One- to four- famlly 470,000 477,626 482.353" 408,219 513,794 513712 514.575 516,699
14 Multitamily 67,366 64,343 61.987" 60,680 61.308' 61.570' 60.645 60,102
13 Nontarm, nonresidential. . N . 6().764° 53,933 52,135 52.522 52.644" 52723 52.007 51,906
119 Farm . oo 305 289 288 315 320 331 336 338
17 Life insurance companies .............ooiii i 224,372 210,904 207,468 208.244 204,138 205.390° 206,529 206,018
18 One- to four-family .. .. £.593 7,018 7316 7.270 6,190 6.772° 6,799 6,684
19 Multifamily 25.376 23.902 23,435 23.534 23,155 23.197° 23,320 23.251
20 Nonfarm, nonresidential. 180,934 170.421 167,095 167,800 163.096 165.399" 166,277 165.779
20 9.469 9,563 9.622 9,640 9.697 10.022' 10,123 10.304
22 Federal and related agencies . ... ... .. ..o 326,040 315,580" 306,774 305.963" 302,793 300.935" 295,203 292,966
23 Government National Mortgage Association . . 22 6 2 2 2 2 6 7
2 One- to four-family ................. 15 6 2 2 2 2 7
25 Multifamily L 7 0 0 4] 0 0 1]
26 Farmers Home Admimstration® ... ... ... ... ... 41,386 41.781 41,791 41,547 41,575 41.596 41,400
27 One- to four-family 18.030° 18,098" 17.705° 17.396" 17.374" 17,303 17,239
28 Mulufamily. .. ........... 10.940 11319 11617 11,645 11.652 11,685 11.706
29 Nonfarm, nonresidential. . 5.406 5.670 6248 6,552 6,681 6.841 7.135
30 Farm. . . . ... 7.012° 6.604" 6221 5.054" 5.869" 5768 5.321
31 Federal Housing and Veterans® AdmlnNmnonc 12,215 10,964 9.809 8.052 6.627 6,244 4.200
32 One- to four-family ............... 5364 4753 S.180 3,861 3.190 3.524 2.299
33 Mulufamily - 6,851 6,211 4.629 4,161 3,438 2,719 1.900
23 Resolution Trust Corporation . . . 17.284 (0,428 1.864 0 0 0 0
3s One- to four-family ......... 7,203 5,200 691 0 0 0 0
36 Multifamily 5.327 2,859 047 0 0 0 0
37 Nonfarm, nonresidential, 4.754 2,369 525 0 0 0 (]
38 Farm 0 0 [ 0 0 0 0
39 Federal Deposit Insurance Corporation. 14,112 7.821 4,303 5,016 4,025 2431 2217 1816
40 One- to four-family ....... . 2.367 1.049 492 840 675 365 133 272
41 Multifamily. ... ...... 1,426 1,595 428 955 766 413 377 309
42 Nonfurm nonrcsidcnlial 10319 5177 3.383 3221 2,584 1.653 1.508 1.235
43 Farm................ 0 0 O 0 0 0 0 0
44 Federdl National Mortgage As: 165,668" 174.312° 176,.824° 176,692 175472 174,556 172.829 170,336
45 One- to four-family . 150,336" 158,413' 161,322 161,407 160.541" 160,205 159.056 157,167
46 Multifamily. . . ... 15,332 15,899 15.502" 15.285" 14.931" 14.351" 13.773 13219
47 Federat Land Banks . 28.460 28,555 28,428 29362 29,579 29,602 29.668 29,963
43 One- 1o four-family . 1.675 1,671 1,673 1.728 1.740 1,742 1.746 1,703
49 Farm...... ... 26,785 26.885 26,755 27.634 27.839 27.860 27922 28.200
S+ Federal Home Loan Mortgage Curpomnun L 16,892 41,712 43,753 45,290 45,5137 46.504" 44,668 45,194
51 One- 1o four-family . . . P 44,345 38.882 39.901° 41.095° 41049 11.758" 39.640 40,092
52 Mulnfamily ..o 2,547 2.830 3852 | 4.197 4364 4.746 5.028 5102
53 Mortgage pools or trusts™ ... ...... 1,570,601° 1.726.365" 1.861.489' 1.963,345" 2.008.,356° 2,056,276 2.099.448 2,134,311
54 Government National Mortgage A 414,066 450.934 472.28% 485.316" 497,018 506,340" 513471 520,938
55 One- 1o four-family 404,864 441,198 461.438" 473,825° 485,073 494,158" S00.591 507,618
56 Mulifamily. ... ... ... 9,202 9.736 10.845 11.491 11,945 12,182 12.880 13.320
57 Federal Home Loan Mortgage Corpor: 447,147 490.851 515.051 536,671 545,608 554.260 562.894 567,187
S8 One- to four-family 442,612 487,725 512,238 534,238 543,341 551,513 560.369 564,445
59 Muttifamily. . . 4.535 3,126 2813 2433 2,267 2,747 2525 2,742
60 Federal National g 495.525 530,343 582,959 621,285 636,362 650.780 663,668 673,931
6] One- to four-family . 486,804 520,763 569,724 606,271 619,869 633,240 645,324 654,826
62 Mulufamily 8,721 9,580 13.235 15,014 16,493 17.570 18.344 19,105
63 Farmers Home Administration 28 19 11 9 7 2 3 2
64 One- to four-famity . 5 3 2 1 [§] i} 0 0
65 Multifamily. .. ... .. 0 0 O 0 0 0 0 0
66 Nonfarm, nonresidential . 13 9 5 4 4 0 4] 0
67 Farm ... ............ 10 7 4 4 3 3 3 2
68 Private mortgage conduits . 213.925" 254,218" 291,185 320,064 329,360" 344.894" 159413 372,253
69 One- to four- family 179,755" 202,519° 272,526 238,715 244.884" 247.740° 256,834 259,950
70 Multifamily. . 8,701 14,925 21.279 26,809 28,141 33.689 35,498 39,461
71 Nonfarin, nonreside: Ild] . . . . L 25.469 36,774 47.380 54.541 56.336 63464 67,081 72,842
72 Farm . . DS 0 0 0 0 0 ¢] 0 Q0
73 Individuals and others’ ... ... 601,010 609.853" 638.R36 672433 684,462 696.375" 701.735 713,853
74 One- to four-family . 446,383" 448,002’ 470,163 464.027° 476,038' 486.395" 490,708 499,692
75 Mulufamily. ...... 65,393 69,615 T34R6" 79.462" 80,212" 81.438' 81.880 82,987
76 Nonfarm, nonresidentia . P N 72,943 75,253 77.345° 110,862" 110,023" 110.275 11,781 112,579
TT 0 Famm 16.292" 16,983 17.841' 18.083" 18,190° 18,268" 18.366 18,595

|

1. Multifanmly debt refers (o loans on structures of tive or more units. 6. Includes secunitized home equity loans.

2. Includes Joans held by nondeposit trust companies but not loans held by bank trust 7. Other holders include mortgage companies, real cstate investment trusts, state and local
departments. credit agencies, state and local retirement funds, nomnsured pension funds. credit unions. and

3. Includes savings banks and savings and loan associations. finance companies.

4. FmHA-guaranteed securities sold to the Federal Financing Bank were reallocated from SOURCE. Based on data from vanous institutional and government sources. Scparanon of
FmHA mortgage pools to FmHA mortgage holdings in 1986:Q4 because of accounting nonfarm mortgage debt by type of property. if not reported directly, and interpolations and
changes by the Farmers Home Administration. extrapolations, when required for some quarters, are estimated in part by the Federal Reserve.

5. Outstanding principal balances of mortgage-backed securities insured or guaranteed by Line 69 from Inside Mortgage Securities and other sources.

the agencey indicated.
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1.55 CONSUMER CREDIT'

Millions of dollars, amounts outstanding, end of period

1997
Holder and type of credit 1994 1995 1996
Feb. Mar. Apr. May June” July
Seasonally adjusted
I Total................................ 964,568 1,100,712 1,184,022 1,202,838" 1,205,508 1,215,133" 1,217,846" 1,218,616 1,225,127
2 326,356 362,097 390,308 390,823 390,450 394,260 394,399 395,315 398,921
3 364,616 441,862 497977 510,617 509,476 512,381 514.126 516,508 521,905
4 273,596 296.753 295.738 301.398" 305,583 308,492" 309,322" 306,793 304,301
Not seasonally adjusted
STotal....... ... ... .. ... 988,079 1,128,618 1,214,882 1,197,129" 1,193,945" 1,203,255" 1,207,669" 1,212,982 1,218,078
By major holder X
6 Commercial banks. ..................... 462,923 507,753 529.417 518,557" 511,535" 517.261 518,762" 517,048 521.286
7 Finance companies 134,421 152,123 152,391 153,275 152,995 151,897 154,177 155.805 156,623
8 Credit unions . . ... 119,594 131,939 144,148 143,788 144,415 146,265 147,558 148,674 150,121
9 Savings institutions 38,468 40,106 44,711 45478 45,860 46,243 46,626 47,009 47,392
10 Nonfinancial business® . .. 86,621 85,061 717,745 70,599 69,954 69,346 67.744 68,039 67,625
11 Pools of securitized assets*. ... ........... 146.052 211.636 266,470 265,432 269.186 272,243 272,802 276,407 275,031
By major type of credit®
12 Automobile ................ ...l 328,576 364,726 393,189 387,539 386,713 389,844 391,259 394,429 399,004
13 Commercial bank: .. 141,895 149,094 153,983 151,826 150,458 150,937 151,203 149,029 151,465
14 Finance companies . .. .. 70,157 81,073 86,690 87.064 85,754 83,230 85,106 86,979 88,809
15 Pools of securitized assets”. ............ 36,689 44,635 52,363 48,195 49,334 53,504 51,505 53,731 52,823
16 Revolving. ............................ 383,187 464,134 522,860 508,559 502,850 504,916 509,207 513,257 516,758
17 Commercial banks.................... 182,021 210,298 228,615 215,772 207,251 209,031 212,796 215,342 219,649
18  Finance companies . .. .. 25,880 28,460 32,493 32,206 33,225 34,345 34411 34,011 33,076
19 Nonfinancial business® ............... 56.790 53,525 44,901 39.813 39.433 38,953 37,078 37,283 36,791
20  Pools of securitized assets®............. 96,130 147,934 188,712 192,332 194,549 193,798 195,800 196.906 196,779
21 Other ................ .. 276.316 299,758 298.833 301,031° 304,382 308,495" 307,203 305,296 302,316
22 Commercial banks . 139,007 148.361 146,819 150,959 153,826" 157,293° 154,763 152,677 150.172
23 Finance companies 38,384 42,590 33,208 34,005 34,016 34,322 34,660 34815 34738
24  Nonfinancial business” ., . 29,831 31,536 32,844 30,786 30,521 30.393 30,666 30,756 30,834
25 Pools of securitized assets®. ... ......... 13,233 19,067 25,395 24,905 25,303 24.941 25,497 25,770 25.429
1. The Board’s series on amounts of credit covers most short- and intermediate-term credit 3. Includes retailers and gasoline companies.
extended to individuals. Data in this table also appear in the Board’s G.19 (421) monthly 4. Outstanding balances of pools upon which secunities have been issued: these balances
statistical release. For ordering address, see inside front cover. are no longer carried on the balance sheets of the loan originator.
2. Comprises mobile home loans and all other loans that are not included in automobile or 5. Totals include estimates for certain holders for which only consumer credit totals are
revolving credit, such as loans for education, boats, trailers, or vacations. These loans may be available.
secured or unsecured.
1.56 TERMS OF CONSUMER CREDIT!
Percent per year except as noted
1997
tem 1994 1995 1996
Jan. Feb. Mar. Apr. May June July
INTEREST RATES
Commercial banks®
1 48-month new car . . .. .. 8.12 9.57 9.05 n.a. 8.92 na. na. 9.20 na. na.
2 24-month personal. . .................... 13.19 13.94 13.54 n.a. 13.46 n.a. na. 13.81 n.a. na.
Credit card plan
3 Allaccounts................ i 15.69 16.02 15.63 n.a. 15.88 n.a. n.a. 15.75 n.a. n.a.
4 Accounts assessed interest ............... 15.77 15.79 15.50 n.a. 15.13 n.a. n.a. 1572 na. na.
Auto finance companies
SNew Car ..ot 9.79 11.19 9.84 7.17 7.44 8.08 8.56 7.80 7.64 6.71
6 Usedcar............coiiiininnn, 13.49 14.48 13.53 12.93 13.08 13.18 13.29 13.48 13.55 13.51
OTHER TERMS®
Maturity (months)
7 New car . ... 54.0 54.1 51.6 55.1 54.6 535 528 532 533 54.6
BUsedcar................ ... ... ... 502 522 514 51.5 51.1 511 512 513 513 514
Loan-to-value ratio
9 Newear..............ooiiiiiii.. 92 92 91 92 92 90 91 93 93 94
10 Usedcar. ...t 99 99 100 99 99 99 99 99 99 99
Amount financed (dollars)
Il Newear....................coaine 15,375 16,210 16,987 17,090 16,837 17.198 17,620 18,060 18,171 18,281
12 Usedear.. ... ne, 10,709 11,590 12,182 12,362 12.202 12.194 12,195 12,261 12,239 12,283
I. The Board’s series on amounts of credit covers most short- and intermediate-term credit 2. Data arc available for only the second month of each quarter.
extended to individuals. Data in this table also appear in the Board’s G.19 {421) monthly 3. Atauto finance companies.

statistical release. For ordering address, see inside front cover.
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'
Billions of dollars: quarterly data at seasonally adjusted annual rates
1995 1996" 1997
Transaction category o1 sector 1992 1992 1994° 1995" 1996"
Q4 Ql ‘ Q2 | Q3 ‘ Q4 Qr Q2
Nonfinancial sectors
| Total net borrowing by domestic nonfinancial sectors....| 539.9" | 619.6" 594.0 698.2 7153 586.6 855.1 694.0 680.8 631.2 686.2 544.7
By sector and instrument
2 Federul government. .. ......... . . 304.0 256.1 1559 1414 145.0 64.9 2273 62.7 163.2 1269 812 -97.1
3 Treasury securities. .. .......... 3038 248.3 155.7 1429 146.6 59.7 229.6 60.5 166.3 130.2 826 -973
4 Budget agency securities and mongaaus 2 78 2 1.5 -1.6 5.1 -23 22 -3.1 -33 -14 2
S Nonfederal. ........ ... 235.9" 363.4" 438.1 553.7 570.3 521.7 627.8 631.3 517.6 504.4 605.0 641.7
By instrument
6 Commercial paper. ............ B 8.6 10.0 214 18.1 -9 14.1 257 9.1 -14.2 -244 7.8 214
7 Municipal securies and toans . ... ... 305 74.8 -359 -48.2 1.3 —389 —4.] 302 —65.2 442 232 76.5
8  Corporate bonds . . 75.2 233 73.3 725 82.0 60.9 71.5 67.8 89.9 794 86.1
9 Bank loans nec..... ... .. 5.¢ 754 100.4 69.9 89.6 415 69.7 132.2 36.3 142.0 125.2
10 Other loans and advances . -18.9' 37.3 46.5 220 53.5 204 38.0 45.6 -158 1.2 -7.1
11 Morgages . ........ 155.3" 151.9 2231 319.2 201.3 3599 3237 261.6 3316 2654 2872
12 Home 184.1° 199.0 1924 267.8 171.6 3le.l 255.4 248.3 251.6 240.3 2039
13 Multifatrnuly r idential -6.0' 1.7 10.4 17.9 133 14.7 18.3 11.8 269 5.1 209
14 Commercial . ... .. .. -239 -11.0 18.8 30.9 15.2 275 45.1 —.6 51.5 18.0 57.7
I5 Farm . ..... RN .. 1.0 22 1.6 2.6 1.0 1.6 4.9 22 1.6 20 4.7
16 Consumercredit .......... ... .. . ... 62.0' 1251 140.5 86.3 120.1 123.5 89.0 89.9 426 859 524
By borrowmg sector
17 Houwschold. ... . o 1912 246.3° 343.7 354.9 363.8 320.7 443.0 376.5 348.8 286.8 3355 291.1
18 Nonfinancial busimes 54.9' 140.8 2418 193.9 226.3 177.2 216.8 219.7 161.8 2345 266.4
19 Corporate. . . . 49.1" 135.3 2037 148.1 2008 132.9 172.1 1929 94.4 179.3 190.9
20 Nonfarm noncorporate. . . . . . 3.2 22 26.6 434 26.4 442 385 292 61.5 544 720
21 Famn 2.6" 33 1.5 2.4 = A 6.2 -5 6.0 . 16
22 State and local government 62.3 -46.4 -429 12.7 —342 7.7 38.0 -50.8 55.8 350 842
23 Foreign net borrowing i United States ................. 237 70.4 -152 71.2 70.1 81.3 532 354 106.0 85.7 272 50.7
24 Commercial pdpcl’ ............... 52 -9.0 —27.3 13.6 10.9 -39 —54 8.9 378 2.2 16.2 10.0
25  Bonds 16.8 82.9 122 49.7 49.4 76.1 47.7 1.2 60.2 78.5 1.0 297
26 Bank loans ne.c. . 2.3 7 1.4 RS 9.1 1.9 8.7 15.1 47 78 .6 1o
27 Other loans and advances ... .. .. -6 -42 -15 -5 8 -28 23 .1 34 =27 N B
28 Total domestic plus foreign. . . . 563.6" | 690.0" 578.7 769.3 7854 667.9 908.3 729.4 786.8 716.9 7134 5954
Financial sectors
29 Total net borrowing by financial sectors . . ... ... ... ... 241.4° 29347 465.9 449.0 530.6 598.4 3412 707.1 432.7 641.4 2819 629.4
By instrument
30 Federal government-related . . .. .. 155.8 165.3 287.5 204.1 2315 306.8 148.8 301.4 2229 252.8 105.7 286.2
31 Govemnment- sponsored enterprise seturites 40.3 80.6 176.9 105.9 90.4 132.1 314 126.9 80.0 1233 —8.9 198.1
32 Mongage pool securitics. . . 115.6 84.7 1154 9R.2 1411 174.7 1174 1745 1429 1296 114.6 88.1
33 Loans from US governmcn! 0 0 -4.8 0 .0 0 0 0 0 0 0 0
34 Privae. . ... . L e 85.6" 128.2° 178.4 2449 299.2 291.6 1924 405.7 209.9 388.6 176.2 3432
35  Open murket paper . - —6.2 41.6 42.6 927 57.0 16.1 106.1 84.2 164.3 175.4 78.1
36 Corporate bonds . .. 85.6° 122.8" 118.1 188.8 151.1 196.3 150.6 219.6 763 157.8 —6.1 1739
37 Bank loans n.e.c. T —144" | -137 4.2 16.8 -1.5 234 20.6 2.6 204 7.0 104
38 Other loans and advances . R -6 224 22.6 3.4 272 32.0 -55 48.6 339 318 —16.1 66.8
39 Mortgages ... oo L i 6 36 9.8 5.9 11.4 71 7.7 10.8 129 14.3 16.0 14.0
By borrowing sector
40 Commercial banhmg.. .. . . ...l 10.0 134 20.1 225 17 -79 ~34.2 40.5 147 25.7 16.1 83.0
41 Savings institutions -70 1.3 12.8 26 260 315 1.0 42.1 26.4 247 —14.6 339
42 Creditunions ..., .. .. kY] 2 2 -1 1 0 - 2 3 3 -2 2
43 Life insurance companies . . . 0 2 3 —.1 il —.4 25 3 -4 2.0 8 A
44 Government-sponsored enterprises . ... . . 40.2 80.6 172.1 105.9 90.4 1321 314 126.9 80.0 123.3 -89 198.1
45 Federally related mortgage pools . ...... .. 115.6 84.7 1154 98.2 141.1 1747 1174 174.5 142.9 129.6 114.6 88.1
46 Issuers of asset-backed securities (ABSs) . 57.3' 82.8" 68.8 132.9 1324 186.7 1389 162.8 88.2 139.6 58.1 86.3
47 Finance companies . ... ... 2.3 -8 49.1 50.8 43.2 61.7 415 56.8 30.7 438 6.4 124.3
48 Morigage companies . ......... .. . 8.0 0 =I5 4 124 -10.0 200 16.0 1.7 12.1 59 10.0
49 Real estate myestment trusts (REITS). . ... ............ 3 3.4 137 6.0 12.8 8.3 82 115 13.7 17.7 19.1 18.6
50 Brokers and dealers. .. ... ... L L L. 2.7 12.0 .5 =5.0 ~2.0 77 —318 132 5.7 49 -29 424
51 Funding cor‘poruliom .......................... 16.6 5.7 24.2 349 61.5 139 363 62.9 288 118.0 875 —55.6
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'—Continued

‘ 1995 1996 1997
Transaction category or sector 1992 1993 1994' 1995" 1996
Qe Q1 Q2 Q3 Q+ Q1 Q2
All sectors
52 Total net borrowing, all sectors . ..... . ... 805.0" 98347 | 1.044.7 | 12183 | 1,316.0 | 1,266.3 | 1,249.5 | 1.436.5 | 1,219.6 | 1.358.4 995.3 | 1.224.7
53 Open market paper .. .. ... Lo 13.1 —5.] 357 743 102.6 67.2 36.4 124.2 107.7 142.1 199.4 109.4
54 US. government securities . 459.8 421.4 448.1 3485 376.5 3n.g 376.1 364.1 386.1 379.7 186.9 189.1
55 Municipal sccurities. NN 30.5 74.8 -359 —48.2 1.3 —38.9 —4.1 30.2 -65.2 44.2 232 76.5
56 Corporate and foreign bouds. . 169.9 280.8' 153.6 3118 273.0 3544 2593 302.4 204.2 326.2 843 289.7
S7 Banh loans nec.. ... . -9.3 -6 628 130 95.7 100.1 735 105.4 1395 64.5 148.3 146.6
58 Other loans and advances . . .. 4.6' - R 53.6 493 50.0 82.7 17.2 86.7 829 132 -14.2 59.8
59 Mortgages ... .. ... 132.1 158.9 201.7 2290 3306 208.0 367.6 3345 274.5 346.0 281.4 301.2
60 Consumer credit. .. .. ... ool ol 4.2 62.0° 125.1 140.5 ’ 86.3 120.1 1235 89.0 89.9 42.6 85.9 524
Funds raised through mutual funds and corporate equinies
61 Total metissues. . ................................. 2939 | 422.1° 124.8 145.1 2413 2234 319.1 386.6 784 | 1812 1944 205.7
62 Corporate equities .. ... . ..., . 1034 1301 241 -23 38 -47 215 821 -93.5 19 -59.0 =360
63 Nonlinancial corporations . . . 27.0 21.3 —449 | -583 | -642 -584 | —73.6 4 | —1276 | -560 | —862 | —836
64 Foreign shares purchased by 24 63.4 48.1 50.4 588 559 90.1 70.1 327 423 47.0 55.6
65 Financal corporations . . .. .. 44.0 45.4 209 5.6 92 -22 5.1 11.6 1.5 18.6 —19.8 -8.1
66 Mutual fund shares . ......... .. 190.5" 292.0° 100.6 147.4 237.6 228.1 297.6 304.5 1719 176.3 2534 241.8

1. Data in this table also appear in the Board's Z.1 (780) quarterly statistical release. tables

F.2 through F.4. For ordening address, see inside front cover.
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1.58 SUMMARY OF FINANCIAL TRANSACTIONS'
Billions of dollars except as noted: quarterly data at seasonally adjusted annual rates
1995 1996 jua7
Transaction calegory or sector 1992 1993 1994 1995 1996°
Q4 Ql Q2 Q3 Q4 Qr Q?
NET LENDING IN CREDIT MARKETS®
1 Total net lending in credit markets ... . ....... .. 805.0" 983.4" 1,218.3" | 1,316.0 | 1.266.3 | 1.249.5 | 1,436.5 | 1.219.6 1,224.7
2 Domestc nolederal nonfinancial sectors 147.2 80.0" -&6.8 305.7 | -183.8 -u0.2
3 Hausehold . .. ... ... 87.8' 9.3 -2 277.9 —43.3 638
4 Nontinancial corporate business . ... .. 278 9.1 -24 317 9.5 14.4
5 Nonfurm noacorporate business =1 —1.1 3 “+ 4 3
6 Sute and local governments .. ..., .. ... 1.7 326 -824" —44 | 1504 -5
7 Federal gosernment —10.4' -17.2 -20.4" -14.3 =250 - 129
8 Rest of the world 98.4 1293 29 268.9 485.4 306.3
9 Financial sectors 59987 791.3 10813 876.2 9430 1.021.6
10 Monetary authority 279 362 12.7 1.7 115 472
11 Commercial banking . . 95.3 142.2 2659 179.7 196.1 3301
2 US.-chartered banks ... ..... .. . 69.5 149.6 186.5 1219 119.5 219
13 Foreign banking offices in L'mled Sn\u 16.5 —-9.8 754 s0.7 711 11
14 Bunk holdiag compumes . ... L0 L L L 5.6 0 -3 5S4 48 5.l
15 Banks 1 U.S.-affiliated areas 37 24 1.2 1.7 7 20
16 Savings institutions . =79.0 =233 -7.6 4.7 497 214
17 Credit unions .. ... .. e . 17.7 217 16.2 0 201 189
18  Bank personal trusts and exlums .................... 8.U 95 —188 42 78 %9
19 Life insurance companies .. .. ... 79.5 100.9 99.2 9 123.2 844
20 Other insurance companies.. . . . 6.7 27.7 21.5 30.5 14.2 14
21 Private pension funds .. ... ... 375 495 63.] 454 419 578
22 State and iocal government retirement funds . 59 21.1 227 479 19.0 211
23 Money market mutual funds. . . . ... L 4.7 204 86.5 27.0 K3n 197
24 Mutal funds . . . oL 126.2 159.5 525 543 275 1087
25 Closed-end tunds 182 144 133 9.8 9.0 53
26 Government-sponsored enter pn\é\ ............. 688 87 8! 817 1147 81,2 [RDXY]
27 Federally retated mortgage pools .. .. .. 115.0 84.7 98.2 174.5 1429 881
28 Asset-backed securities issuers (ABSs) | 5310 80.2 [INE 135.7 64 1.3
29 Finance companics Y -20.9" 499 36.3 13.1 [
30 Morlgage cOmpanies . ... N 0 —34 -26% 34 1]
31 Real estale investment trusts (REITsy ... ... ..., 11 b 22 34 34 3
32 Brokers and dealers... ... ... -1.3 14.8 o0 =724 358 23.0
33 Funding comorations .. ...... 133 —35.6 -8.6' 211 -24 -191
RELATION OF LIABILITIES
TO FINANCIAL ASSETS
33 Net flows through credit markets . ... ... .. ..., 805.0"|  983.4"| 1,044.77 | 1.218.37| 1,316.0 | 1,266.3 | 1,249.5 | 1,436.5 | 1.219.6 | [,358.4 9953 | 1,224.7
Other financial sources
35 Ofticial toreign exchange .................. . -1.6 8 =58 8.8 -6.3 -1.9 -9 1.6 -26.6 7 17.6 4
36 Special drawing rights certificates ... ... -2.0 0 0 22 -5 0 ) a —-1.8 ki) -2 0
Treasury currency . 2 4 7 .6 0 0 0 0 23 =23 4 2
-3.4" —185 529 353 82.0 21 100.8 3.0 119.7 1045 188.0 790
39 Net interbank transactio 494 50.5 89.8 v =526 57.0 -78.6 =518 | —1025 223 -85.2 -339
40 Checkable deposits and currency .. .. . . ... 1135 117.3 -9.7 -128 15R -4).4 6.8 39 1059 —524 8.3 40
41 Small time and savings dcpmus ...... -572 =703 —40.0 96.5 97.1 1102 207.7 ~32 92.7 91.2 165.0 30.2
42 Large e deposits .. ... . =732 -235 16.6 05.6 13y -3 574 83.1 (813 1332 48.1 774
43 Money market fund shares . . 45 20.2 433 142.3 1458 1489 227.6 23.1 [45.4 (87 5 1824 58.9
44 Sccuru\ repurchase dércsmen[s ca 431 71.2 783 107 38.7 56.7 —47 98.5 —159 77.0 S1.8 273
45 Corporate equittes 1034 13(%1 241 2.3 RE] ~4.7 21.5 82.1 =935 49 -59.0 —Jla.l
46 Mutual fund shares 190.5" 20200 100.6' 147.4 2376 2281 297.6 3045 1719 176.3 2534 24108
+7 Trade payables 46.6 520 93.7" 105.2! 754 93.6 717 120.4 —4.3 107.6 90.3 660.3
48 Security credit . . 4.6 614 =1 26.7 524 428 114.0 —348 53 1251 117.6 g
49 Life insurance reserves . ... o oo 28.0 36.0 345 449 436 383 19.0 325 56.0 66.3 44.0 66.4
50 Pension fund reserves 230.3' 2547 2532 2412 2357 189.5 236.1 196.2 2319 278.5 287.0 2789
51 Taxes payable 9.7 5.2 1.5" 1.6! 32 -17.2 4.5 47 -1 35 ’ =114
52 Investment wm bank pu\nn.ﬂ uste o -71 9 178 -497 125 -39.2 -6 1.8 16.2 19.8 6.3
53 Noncorperate pmpucuu\ Lquny ............ Ry 4.2 437 25.0" 37 269 2.2 6.4 275 - 156 -0.7
54 Miscellancous 2463 316.6 24311 466.0 4548 T65 1 506.5 431.0 348.4) 5327 6()4 ‘< 631.1
55 Total financial sources. . ........ .. ......... 1.768.0° | 2,314.6" | 2.,086.0" | 2,686.4° | 28744 | 29494 | 3,044.1 | 2,749.4 | 2,482.8 | 3,219.1 | 2.948.0 | 3,179.0
Liabilities not wdentified ay assets (
56 Treasury currency .. .. . . -2 -2 -2 -.5 =1.0 1.4 ~1 -1.0 1.3 =3.1 -3 -6
57 Foreign deposits. -2.7 =57 43.0' 25.7° 58.1 18.0 73.2 26.6 91.3 41.3 179.0 545
58 Net interbank Jiab: e —4.9 4.2 =27 -3 -33 -32.5 9.3 =225 —4.4 4.2 265 249
59 Security repurchase agreements . . 4.7 46.1 57.3 55 242 299 277 1248 | —1333 776 | —102.1 166.7
60 Taxes payable R 11.9 9.6 15.6" 14.8' 55 94| —-1i6 204 77 85 7.1 15.1
61 Miscellancous —688' | 20077 —178.% -68.2 —99.2 1044 | 1493 | —1348 | —156.2 136 | —112.4 | =378
Flouats not mehuded in assets (—)
62 Federa government checkable deposits . ... .. 7 -1.5 4.8 -6.0 5 —13. - 6.0 279 214 —-94 lo.1
63 Other checkable deposits L6 -1.3 —28 -3R -4.0 —4.7 -5.0 4.7 -37 —2.06 48
64 Trade credit .. ..., ... 1.8 —4.1" 7" =30.5" =320 | 1144 -9.8 | —101.5 =234 "’\ e -374
65 Total identified to sectors as assets .. ... ... 1,814.07| 2,469.17 | 2,158.7"| 2,732.9" | 2,925.8 | 2,954.2 | 3.092.6 | 2.757.3 | 27557 | JDYS5 | 2,968.5 | 33923
1. Datain this (able also appear in the Board’s Z.1 (780) quarterly statistical release, tables 2. Excludes corporate equities aml mutual fund shares

F.land FS For ordering address, see inside tront cover.
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1.59 SUMMARY OF CREDIT MARKET DEBT OUTSTANDING'

Bilhons of dollars, end of period

‘ 1995 1996' 1997
Transuction categary or sectar 1993 1994" 1995 1996"
o4 QI Q2 Q3 Q4 QI° Q2
Nonfinancial sectors
t Total credit market debt owed by
domestic nonfinancial sectors .. . ... .. .. 12,486.9" | 13,087.1 | 13,785.2 | 14,500.5 | 13,785.2 | 13,980.9 | 14,1343 | 14,3084 | 14,500.5 | 14,658.4 | 14,769.2
By sector and instrumeni
2 Federal government ... e 3.336.5 34923 3.636.7 37R18 36367 37472 3.693.8 17334 37818 38298 3.760.6
3 Treasury securitics . .......... .......... 3.309.9 3,465.6 3,608.5 3.755.1 3.608.5 2.689.6 3,665.5 3.705.7 3,755.1 3,803.5 3,734.3
4 Budgel agency secuniies and mortgages 26.6 26.7 28.2 26.6 28.2 276 282 274 26.6 263 26.3
5 Nonfederal ....... .. ........ e 9.150.4" 9,594.8 | 10.148.5 | 10.718.8 | 10.148.5 10.263.7 | 10440.6 | 105753 | 10.718.8 | 10,828.6 | 11.008.6
By instrument
6 Commercral paper ... ... 117.8 1574 156.4 1574 174.2 181.7 173.0 156.4 168.7 179.3
7 Mumcipal securities and loans  ........... 1,377.5 1.293.5 1,294.8 1,293.5 1,290.3 1,296.1 1,279.8 1,294 8 1.298.8 1,315.5
8  Corporate bonds . .. ... . 1.229.7 1.326.3 1.398.8 1.326.3 1,341.5 1,359.4 13764 1,308.8 1.418.7 1,440.2
9 Bank loans nec. ... 680.8" 856.1 926.0 856.1 8644 887.0 915.5 926.0 9621 998.4
10 Other loans and advances o e 629.3° 719.4 7414 7194 728.8 7374 745.1 7414 746.2 7433
Il Mortgages. .. ... e 4,252 4. 4.667.2 4.986.4 1.667.2 4.744.0 4.8322 4,908.3 4.986.4 5,040.2 5,118.9
12 Home ......... ... .ol 3225.0¢ 34240 36164 3.850.6 36164 3,682.3 37197 3,792.4 3.850.6 3.898.0 3,956.0
13 Multifamily residential. . 267.4 269.1 279.5 301.1 279.5 2832 29).4 294.4 301.1 3024 307.6
14 Commercial ......... 679.0 668.0 686.8 747.6 686.8 693.6 7349 7347 747.6 7521 766.6
15 Farm ........ .......... .. . 80.7° 83.0 84.6 87.1 84.6 85.0 86.2 86.7 87.1 87.6 88.8
16 Consumer credit. .. .. e 863.0° 988.4 1.128.6 1,2149 11286 1.120.5 1.146.9 11773 1.2149 1.193.9 12130
By borrowing sector
17 Household....... —................. ... 4,203.5° 4.550.0 4910.1 5.244.7 4.910.1 5.043.5 5.148.5 5,244.7 5.275.0 5.362.8
18 Nonfinancial busmess ... 37850 3.929.4 41659 4.388.9 41659 43165 43589 43889 44607 45345
19 Corporate ... . . 2.528.6' 2.667.5 2.875.9 3.053.1 28759 30036 3.038.7 3.053.t 3,113.8 31653
20 Nonfarm nonwrpur.nc ..... 1,118.5' 1,120.7 1.147.3 1.190.7 1.147.3 1.167.9 1.174.6 1,190.7 12042
21 Farm ... ..o 137.9 141.2 142.7 145.1 142.7 145.0 145.5 145.1 142.7 147.0
22 State and local govemmem 1,161.8' 1,115.4 1,072.5 1.085.1 1,072.5 1,080.6 1,068.0 1,085.1 1,093.0 L3
23 Foreign credit market debt held in
United States 385.7" 370.6 4417 51t8 441.7 4527 461.5 389.1 511.8 5164 528.8
24 Commercial paper . ... 68.7 414 550 658 55.0 51.5 534 64.8 65.8 67.9 69.8
25 Bonds .. ..., 230.1 2423 291.9 3413 291.9 303.8 306.7 321.7 3413 344.1 3515
26 Bank loans nec. .. 246 26.1 346 437 34.6 36.8 405 417 437 435 46.2
17 Other fvans and advances 623" 6(1.8 60.2 61.0 60.2 60.6 60.9 61.0 61.0 61.0 612
28 ‘lotat credit market debt owed by nonfinancial
sectors, domestic and foreign .. ....... .. .. 12,872.6" | 13,457.6 | 14.227.0 | 15,0123 | 14,227.0 | 14,433.6 | 14,5959 | 14,797.5 | 150123 | 15,1748 | 15,298.0
Financial sectors
29 Total credit market debt owed by
financial sectors. . . ......... ... 3,327.0 3.800.7 4,252.3 4.782.9 4,252.3 4,333.0 4,511.9 4,623.1 4,782.9 4.848.5 5.008.7
By instrumem
30 Federal govemment-reluted o 1,885.2 21727 23768 2.608.3 2.376.8 24140 24804 2.545.1 2,608.3 2,634.7 2,706.2
31 Government-sponsared enterprise securines 5237 700.6 806.5 896.9 806.5 8144 846.1 866.1 896.9 894.7 9442
32 Mortgage pool secuntes . . . . 1,356.8 1,472 l 1.570.3 1.711.4 1,570. 3 1.599. 7 1,643.3 1,679.0 1.711.4 1.730.0 1,762.1
33 Loans from US. goverument . 4.8 2 .0 .0 0 0 0 .0
3 Private 1.441.8" 1,627, 9 1875.4 2.174.6 1.875. -1 1 919 0 20225 2,078.1 2,174.6 22138 2,302.5
35 Open market paper . . - 3935 4428 488.0 53807 488.0 491.9 539.6 580.7 624.5 644.0
36  Corporate bonds ... ........ 867.9" 985.9 11747 1.325.8 11747 1.208.5 1.287.6 13258 1.319.9 1.365.8
37 Bank loans nec. . 62.6" 489 RN 69.8 53.1 58.6 3. 64.2 69.8 71.3 74.3
38 Other louns and ddvamu ,,,,,,, t08.9 1316 135.0 1622 135.0 133.6 S. 1542 162.2 158.2 t74.9
39 Mortgages. ... oo 8.9 18.7 24.6 36.0 24.6 26.5 29.2 324 36.0 40.0 435
By horrowing sector
40 Commercial banks. .. ........ 84.6 94.5 102.6 112.3 102.6 100.5 103.6 106.7 1123 114.5 125.2
4! Bank holding companies . 1234 133.6 148.0 150.0 148.0 414 148.4 149.1 150.0 151.7 161.7
42 Savings institutions 99.6 1124 115.0 141.1 115.0 117.8 128.3 1349 141.1 137.4 145.9
43 Credit unions .. .. .. 2 5 4 4 4 4 A 4 4 4 4
-H Life insurance mmpamu o 2 6 .5 1.6 S L1 1.2 .1 1.6 1.8 1.8
45 Government-sponsored enterprises . . . . 528.5 700.6 806.5 896.9 806.5 B14.4 846.1 866.1 890.9 894.7 944.2
46 Federally related mongage pools . . . .. 1.356.8 1.472.1 1,570.3 17114 1.570.3 1.599.7 1,6433 1.679.0 17114 1.740.0 1.762.1
47 Issuers of asset-backed securities (ABSs) . . 485.3" 554.1 687.0 R19.5 687.0 717.3 756.7 781.3 819.5 829.0 8495
48 Brokers und dealers. ... ... e 337 343 293 27.3 293 214 24.6 26.1 27.3 26.6 372
49 Finance companies ... ..... 386.7" 435.8 486.6 329.8 486.6 493.8 506.2 5137 5298 5282 5577
50 Morngage companies 30.2 18.7 19.1 s 1491 24.1 28.1 28.5 31S 334 355
51 Reul estale mvestment trusts (REIT AN . 17.4 RIN 37.1 499 37.1 39,1 42.0 354 499 54.6 59.3
52 Fumding corporations. ... .. ... 180.3" 2123 249.8 3103 2498 262.2 283.0 260.7 IR 336.7 3282
All sectors
53 Total credit market debi, domestic and foreign. .. . | 16,199.6" | 17.258.3 | 18479.2 | 19,7952 | 18,479.2 | 18,766.6 | 19,107.8 | 19.420.7 | 19,7952 | 20,0234 | 20,306.7
54 Open market paper .. ... L. 580.0 623.5 700.4 8032.0 700.4 7176 753.6 7774 803.0 861.1 893.1
S5 LS. government secunties . .. .. e 52169 5,665.0 6.013.6 6,390:0 6.013.6 64312 61831 0.278.2 6,300.0 6.464.5 6,460.8
56 Municipal securities. . ... ... oL 1,377.5 1,341.7 1.293.5 1.294.8 1.293.5 1.290.3 1.296.1 1.279.8 1,204.8 1.298.8 1,315.5
57 Corporate and foreign bonds . 2,327.6° 2,481.2 2.793.0 3.066.0 2,793.0 28538 29313 2985.7 3,066.0 3.082.6 3,1575
58 Bank loans nec........... 768.0 830.8 943.8 1.039.5 943.8 959.7 991.4 1,021.3 1,039.5 1.076.9 1.118.9
59 Other loans and advance: 805.3' 865.3 9146 964.6 914.6 923.0 944.1 960.3 964.6 965.3 9794
60 Mortgages. . e 4.261.2 4462.8 46918 5.022.4 4691.8 4.770.5 4.861.4 4.940.7 50224 5.080.2 5.162.4
61 Consumer credit ... ... .. 863.0° 988.1 11286 1.128.6 1.120.5 1.146.9 1.177.3 1.214.9 11939 1.213.0

1. Data mn this table also appear in the Board's Z.1 (780) quarterly statistical release, 1ables
L2 through L.4. For ordering address, see inside front caver.



Flow of Funds A4l
1.60 SUMMARY OF FINANCIAL ASSETS AND LIABILITIES'
Billions of dollars except as noted. end of period
1995 1996 1997
Transaction calegory or sector 1992 1994 1995 1996"
Qd Ql Q2 Q3 Q4 QU 2
CREDIT MARKET DEBT OUTSTANDING?
1 Total credit market assets ... ... ..., 16,199.6"| 17.258.3"| 18,479.27 | 19,795.2 | 18,479.2" | 18.766.6" | 19,107.8" | 19,420.7" | 19.795.2 | 20,023.4 | 20.306.7
2 Dumestic nonfederal nonfinancial sectors 279587 208577 29641 30003 29640 [ 202847 30135 [ 29829 30002 2.899 | 28582
3 Household .. 1,702 4 2.029.1 1.991.8' 20686 1.991.8° £970.0° | 2.040.8' 2475 20686 2.007.8 1.961.4
4 Nontinancial corporate business 2718 2892 286.8 302.1 286.8 2736 2857 236.8' 3201 289.6 2016
5 Nonfurm noncorporate business 370 37.6° 3Ny 38.3 79 kLX) KA 382 3R3 384 kK]
6 State and local governments .. .. .. 784.9 7299 647.5° 913 647.5° 646.9' 6491 609.9° 91.3 563.3 3637
7 Federal government 234.7" 212.0" 191.6' 170.7 191.6" 186.6" 183.0 176.8" 170.7 1666 162.8
8 Rest of the world ... .. AR 1,147.8 1,254.8' 1.563.1 1.953.5 1.563.1" 1.656.5° 1,722 1.844.6' 1,953.5 20507 21258
9 Financial sectors. . ... ... 12,021.37| 12,705.7" | 13.760.4' 14.670.7 | 13.760.4" | 13.995.1" | 14,189.3' | 1441687 | 14.670.7 | 14907.5| 151629
10 Monetary authonty 336.7 368.2 380.8 293.1 380.8 379.0 386.3 386.2 3931 397.1 4124
|8 Commercral hdnkmg 3.090.8 32543 352001 3.707.9( 3.520.1 354106 3,590.8 : 270749 37805 38668
12 LS. -chartered bankx 27215 2.869.6 3.056 1 33758 3.056.0 3.068.8 21013 2 138 3 31758 33045
13 Foreign banking offices in bml&d glalu 3260 3373 4126 4758 4126 4222 437.1 4532 4758 S01.8
14 Bank holding companies L 17.5 %4 8.0 220 180 6.8 8.1 103 224 238
15 Banks in US.-affiliated areas. . . . . . ..., 258 9.2 334 344 334 RRC] 343 348 344 368
16 Savings mstitutions 914.1 920.8 913.3 9332 913.3 920y 933.07 9454 9332 977
17 Credit umons . . . . 2187 246.8 263.0 288.5 263.0 2670 276.9 282.6 288.5 296 4
18 Bank personal lruxls and uldlcs 240.9 248.0 2292 23301 229.2 228.3 2294 231.3 2331 2374
19 Life insurance companies 1.416.0 1.482.6 1.581.8 1.654.3 | 1.581.8 1.596.2 1.596.7 1.627.0 1.654.3 L7015
20 Other insurance companies . . . 422.7 446.4 468.7 490.2 468.7 4721 479.7' 483.2 490.2 494.0
21 Private pension funds .. ... .. . 6114 659.2 7223 768.8 7223 7396 751.0 761.4 7688 797.7
22 State and loca) govermment retirement funds | 4234 454.1 476.8 511.3 476.8 49149 5050 506.3 5113 5291
23 Money market mutual funds . 429.0 459.4} 545.5 6343 545.5 595.6 5947 606.6 6343 656.5
24 Mutwal funds S 7259 718K 7713 8202 771.3 7959 R09.0 R18.3 R20.2 864.7
25 Closed-end funds . . 787 92.0 1.2 920 94.8 97.2 H9. < 1013 1043
26 Gosernment-sponsored unlupmo L 663.3° 748.0° 8136 748.0° 755.38" 7589 779.3 813.6 8548
27 Federally related mortgage pools . .. ... 1.472.1 1.570.3 L7014 £.570L3 1.599.7 1.643.3" 1.679.0° 17014 1.762.1
28 Asset-backed sceurities issuers (ABSs) 516.8 627.9' 730.0 627.9' 6533 686.0) 704.1° 730.0 750.5
29 Finance companics. . 476.2' 526.2" 5445 526.2' 53037 539.9 538.3" 3445 5523
30 Mortgage companics . 36.5 330 41.2 33.0 46.0 39.3 40.2 41.2 19.2
31 Real estare investment trusts (REITs) . 13.3 155 18.5 5 16.3 17.2 18.0 18.5 19.9
32 Brokers and dealers ... ... 933 1834 166.3 156.2 138.2 147.1 166.2 168.9
33 Funding corporations ... ... . ... 97.3' 91.3' 108.8 113.> 1168 119.8' J08.8 116.9
RELATION OF LIABILITIES
1O FINANCIA) ASSETS
34 Total credit marketdebt . .... ... 16,199.67 [ 17.258.3" | 18,479.2" | 19,795.2 | 18479.2" | 18,766.6" | 19,107.87 | 19,420.7" [ 19,795.2 | 20,0234 | 20.366.7
Other hubdines
35 Official foreign exchange........ ... S34 532 63.7 53.7 63.7 621 al4 54.3 +46.7
36 Special drawing rights certificates 8.0 8.0 10.2 9.7 10.2 10.2 10.2 9.7 9.2
37 Treasury cursency 17.0 17.6 18.2 18.2 18.2 18.2 8.2 18.8 18.3
38 Foreign deposts ... Lo 271.8 324.6 359.2 438.4 3592 RESRY 3852 415.1" 505.0
39 Net interhank tiab me\ ........ 189.3 280.1 290.7 2297 290.7 266.0 249.1 223.6 199.4
40 Chechable deposits and currency 12517 2420 12293 1.245.] 1.229.3 11833 1.212.3 1.2208 1.261.8
41 Small fime and savings du,po\n\ 22232 2.R33 22797 23768 22797 23423 2.340.1 23574 24352
42 Large tume deposits e kT $11.2 476.9 590.7 476.9 493.6 hERE §57.6 bib 4
43 Maney market tund shares .. .. ... 5596 6029 7453 K91 | 7453 8169 809.5 LRRI 9524
44 Security repurchase ugnumm\ . 4711 349.4 660.1 6UR.K 660.1 606, 6921 687.6 7743
45 Mutual tund shares. . .. . 1,375.4 1477.3 1.852.8 2424 18528 1,997.0 24299 | 22116 27301
46 Security credit 279.0 279.0 305.7 358.0 305.7 32049 36 3178 409.1
47 Life insurance res 470.8 505.3 550.2 593.8 550.2 5550 s63i 577.2 621.4
48 Pension fund reserves 46633 | 48718 | 5.597.F 62577 55973 575307 58740°| 59894 63399 67591
49 Trade puayables 1.047.8" 1.141.5" 1.246.7° 1.322.1 1,246.7" 1.235.5 12715 1.267.7" 1.313.8 1.336.1
50 Taxes payable 848 86.3" 88.0' 91.1 8B.0 3.0 89.2' 911" 93.0 83.0
51 Investment wy bank personal trusts 691 3 699 .4 767.4 872.0 7674 7937 811.7 82040 390.4 9697
52 Miccllaneous ..o e e 5.109.8' 537917 57830 6135 ] 5.783.00 5951.7 5.948.97| 6,027.7' 6,327.6 6.267 5
53 Total liabilities 35,358.587 ) 37.370.5" | 40.803.47 | 44.329.3 | 40,803.47 | 4171547 | 42.403.7" | 43,1537 | 44.329.3 | 45,0740 | 463644
Fuancial avsets not mchided i babiliies 1+
S4 Gold and special drawing rights 201 21.1 22.1 214 221 22 220 21.2 244 209 2
55 Corporate equities ... 6,257.6" | 6,237.9' 8331.3' 10,0611 8.331.3 8.809 7 9.105.0' 9.340.5' 10.061.1 10.072.3 | 11.719.8
56 Houschold equity in noncorporate business . 3,2192' | 341637 36208 18503 3.6208' | 3.664.0' 373007 3.797.3 3.850.2 3.908.2 3901.6
Liubilities not identified as assets (—)
57 Treasury currency.......... ... . L =5.1 -54 ~-5.8 0.8 -58 -6.] —6.3 —6.4} —6.8 -69 -7.0
SR Foreign deposits 233.2° 276.2" 301.2' 3504 3012 319.8 326.1 348.9" 3564 401.1 1147
59 Net interbank transactions . . -47 -6.5 -90 =10.6 —9.0 -2.6 -&0 -11.6 - 106 -7 —8.3
60 Security repurchase agreemenis -1.6 55.7 110.9 135.1 110.9 1217 1392 126.5 1351 1108 1503
61 Taxes payable .. ... L0 0 . 26.8 337" 428 443 428 226 36.9 409! 443 30.5 86
62 Miscellaneows .0 oo Ll —RR7.0° [ —988.6" | —10BLO" | - 13547 | TORLO |- 1.098.4" |- 121327 [ —1.2468" | - 13547 | ~12958 | - 1.36d &
Floats not meluded w assets (—)
63 Federal government checkable dcpmns e 5.6 34 3 -1.6 3.1 0 —34 -1.7 -1.6 -49.7 -6.8
64 Other checkable deposits .. 40.7 38.0 34.2 3.1 34.2 29.6 318 23.1 3 25.6 279
65 Tradecredit ... . ... ... o oo —24758 | —2477"| -278.2 =310.2| —2782°7| 3200 34347 | -3836 -310.2 3612 —3815
66 Total identified to sectors as assets . . ... ... 45,695.7" | 47.887.07 | 53,659.6" | 59.380.2 | 53.659.6" | 55,157.57| 56,292.1" | 57,384.6" | 59.380.2 | 60,182.7 | 63,153.8

I Data in this table also appear n the Board's Z.1 (780) quarterty statistical release. tabies

L.Uand L3 For ordening address, see wside front cover.

2 Exciudes corporate equities and mutual fund stiares.



A42 Domestic Nonfinancial Statistics (O November 1997

2.10 NONFINANCIAL BUSINESS ACTIVITY Selected Measures

Monthly data seasonally adjusted, and indexes 1992=100, except as noted

1996 1997
Measure 1594 1995 1996
Dec Jan Feb. Mar. Apr. May June! July” Aug.
U Industrial production’. .. ... .. . 108.6 1121 115.2 117.7 117.8 1184 118.8 119.3 119.57 1199 1204 121.3
Marker groupings
2 Products, total L. 106.8 109.3 112.0 114, 114.2 114.8 1153 1154 115.9' 116.) 116.3 117.2
3 Fialototal ool 107.1 1009 112.8 115, 1151 115.6 1163 116.6 117.17 117.5 117.9 1191
4 Conaumer goods . .. 107.4 108.9 110.5 H2. 7 16 F12.1 1i2.1 112.6" 1128 112.8 1135
N Eguipment 106.6 111.6 116.8 119. 120.8 122.6 123.5 124.3 124.9" 126.3 126.7 128.7
6 latermediate . . .. 106.1 107.5 109.4 111 111.6 112.0 121 112.0 112.2° 111.7 111.3 1115
7 Materials ...l 1.3 tie.6 120.3 123, 1234 [24.1 124.5 1255 1252 1259 127.0 1278
Indusin groupings
8 Manufacturing ... ... L. 109.4 1132 116.3 1192 119.3 120 120.6 1209 1210 1216 122.2 1234
9 Capacity utilization. manufacturing (percent)”. 83.1 83.1 82.1 82.5 824 82.6 82.7 32.6 8§24 825 82.6 83.1
10° Construction contracts® ... .......... ... 117.6° 121y 130.5" 128.0 131.0° 131.0 133.0 1389 138.0' 137.0 133.0 129.0
t1 Nonagricultural employment, totalt L 112.0 115.0 117.3 1183 113.6 118.8 119.0 119.3 LS 119.7 120.1 120.1
12 Goods-producing, total 96.5 981 98.3 99.5 99.6 99.9 100.0 100.0 100.1 100.2 100.1 100.3
13 Munufacturing. total .. ... . 96.4 972 96.2 97.1 97.2 97.2 973 97.4 97.4 97.5 974 97.6
14 M.muh\cturmg> produmon workers ... ... 97.5 98.7 97.5 93.4 98.5 98.5 98.6 98.6 9R.7 98.8 98.7 98.9
IS Service-producing .. ... o 116.8 120.3 123.3 124.4 124.6 124.9 125.1 1255 125.7 126.0 126.5 126.4
16 Personal income. total . . 148.9 158.2 167.0 171.4 172.3 173.6 174.6 174.9 175.5 176.5 176.7 na.
17 Wages und salary disbursements 142.6 1509 159.8 165.2 165.2 167.2 168.1 168.2 168.7 170.1 1704 nd
18 Manutacturing ... ... ... 124.9 130.4 1357 1189 138.9 139.5 140.5 140.7 140.9 1410 141.2 i
19 Dispovable pcrwn.nl incame” 149.7 158.7 166.2 160.7 170.6 171.7 1725 172.7 173.1 174.0 174.1 n.a
20 Retail sales”™ . ... L 144.6 151.2 158.5 1613 1639 166.1 165.6 163.7 163.3 164.5 166.0 166.6
Prices”
21 Consumer (1982-84=10M ............ ... 148.2 1524 156.9 158.6 159.1 159.6 160.0 160.2 160.1 160.3 160.5 160.8
22 Producer finished goods (1982=100....... 125.5 1279 131.3 132.7 132.6 1322 1321 1316 1315 131.6 1313 131.7

1. Data in this table also appear in the Baurd™s G.17 (419) monthly stausacal release. For
the orderng address, see the mwmde front cover. The latest hustorical revision of the industnal
production mdex and the capacity utilization rates wan released 1n January 1997 See
“Industrial Production and Capacity Utilization: Historical Revision and Recent Develop-
ments.” Federal Reserve Bullenn, vol. 83 (February 1997). pp. 67-92. The article contans a
description af the new aggregation system for industrial production and capacity utilization,
For a detailed description of the dustrial production index. sce “Industrial Production: 1989
Developments and Historical Revision,” Federal Reserve Bulletin, vol 76 (April 1990), pp.
1§7-201

2. Ratio of index of production 10 index of capaciy. Based vn data from the Foderal
Reserve, DRI McGraw-Hill, U.S. Department of Commerce. and other sources.

3. Index ot dollar value of total construction contracts. including residential. nonresiden-
tial. and heavy engineering, from McGraw-Hill Information Systems Company, EW. Dodge
Division.

LABOR FORCE. EMPLOYMENT, AND UNEMPLOYMENT

Thousands of persons: monthly data seasonally adjusted

4. Based on data from ULS. Departiment of Lubor, Emplovment and Earnings. Serics covers
employces only, excluding personnel in the armed forces.

5. Based on data from U.S Department of Commerce, Survey of Current Business.

6. Based on data not scasonally adjusted. Seasonally adjusted data for changes in the price
indexes can be obtained from the U.S. Department of Labor. Bureau of Labor Statistics,
Monthly Labor Review.

NOTE Basic data (not indexes) for series mentioned in notes 4 and 5. and indexes tor series
mentioned in notes 3 and 6, can also be found in the Survev of Current Business.

Figures for mdustrial production for the latest month are prelinnnary, and many figures for
the three months preceding the latest month have been revised. See “Recent Developments
Industriel Capacity and Utihzation,” Federal Reserve Bulletin, vol. 76 (June 1990), pp.
411-35. See also “Industrial Production Capacity and Capacity Utibzation since 1987.
Federal Reserve Bulletin. vol 79 (June 1993), pp 590-605.

1997
Category 1994 1995 1996 I
Jan. Feb. Mar. Apr. May June’ July' Aug.
HOUSEHOLD SURVEY DATA!
I Covilian labor forees ... o0 . oo 131.056 132304 133.943 135.848 135.634 136.219 136,098 136,173 136,200 136.290 136,480
Emplovment
2 Nonagricultural industries® ... 0. ... 119,651 121.460 123,264 125,112 125,138 125,789 125.887 126,209 125,973 126,226 126,421
3 Agriculture. oL Lol 3.409 3440 3443 3.468 3.292 3.380 3497 3,430 3,391 3482 3383
Unemplovment
4 Number .00 L o 7.996 7304 7.236 7.268 7.205 7.144 6.714 6.534 6.836 6.583 6.677
5 Rate (percent of Civihian tabar force} .. . 6.1 56 54 5.4 5.4 52 49 48 5.0 48 49
ESTABLISHMENT SURVEY DATA
6 Nomagricultural payroll employment®. ... ... . 114.172 117,203 119.549 120,909 121,162 121,344 121,671 121,834 122,056 122,421 122,470
7 Manofactaring ... Lo 18.321 18,468 18.282 18,465 18475 18.489 18,495 18.498 18,518 18,501 18,548
8 Mining . 601 580 570 574 574 572 573 576 574 573 571
9 Contrisct construction . . 1986 5,158 5.408 5.542 5.604 5.609 3.599 3,628 5.622 3,622 5,632
10 Transportation and public utilites ..., ... 5,993 0,165 6.318 6.351 6.376 6405 6,421 6431 6434 6,453 6,293
Il Trade .. 26,670 27.585 28,178 28,487 28.515 28,556 28.651 28.656 28,713 28814 28,853
12 Finance 6,896 6.830 6.977 6971 6,980 6,992 7.019 7,029 7.034 7.054 7,065
I3 Service ... 31.579 33.107 34,360 34,990 35,091 35,176 35,334 35451 35.522 35.677 35,709
14 Government .. . ... .0 Lol Lo 19,128 10310 19.459 19.529 19.547 19,545 19.579 19.565 19.639 19.727 19.799

o Beginmng January 1994, reflects redesign of current populanon survey and population
controls from the 1990 census.

2. Persons sixteen yeurs of age and older, including Resident Armed Forces. Monthly
figures are based on sample data collected during the calendar week that contans the twellih
day: annual data are averages of monthly figures. By definition, seasonality does not exist m
population figures.

3. Includes self-employed. unpawd fanuly, and domestic service workers

4. Includes all full- and part-time employees who worked during. or received pay for, the
pay period that includes the twelfth day of the month: excludes proprictors, self-cmployed
persons, houschold and unpmd family workers. und members of the armed forces. Data are
adjusted to the March 1992 benchmark. and only seasonailly adjusted data are available at this
time.

SOURCE. Based on data from U.S. Department of Labor, Emplovment and Earnings.




Selected Measures A43
2.12 OUTPUT, CAPACITY. AND CAPACITY UTILIZATION'
Seasonally adjusted
1996 1997 1996 1997 1996 1997
Series
Q3 Q4 Ql QY Q3 Q4 Q1 Q2 Q3 Q4 Ql Q2f
Qutput (1992=100) Capacity (percent of 1992 outputt Capacity utilization rate (percent)?
I
| Total industry . ... . .......... . . ... ... 115.8 117.0 1183 119.6 139.2 140.5 141.8 143.2 83.2 833 835 835
2 Manufacturing. . ...l oo 117.2 118.4 120.0 121.2 142.5 1439 145.3 146.9 82.3 82.3 82.5 825
3 Primary proxewng ...................... 113.2 1139 1147 1157 130.7 1315 132.2 132.9 86.6 86.6 86.8 87.0
4 Advanced processing® . ..... ... 1191 120.7 122.6 1238 148.2 150.0 151.9 153.8 80.4 80.4 80.7 80.5
5 Durable goods. ... ... L o 127.2 128.1 130.7 133.0 154.5 156.9 159.3 161.8 823 817 82.0 822
6 Lumber and products 110.5 1101 1113 140 129.1 130.0 131.0 132.0 85.6 84.7 849 86.3
7 Primary metals . . . 118.6 119.8 119.7 1223 129.8 131.0 1321 1333 91.4 91.5 90.6 91.8
8 Iron and steel 117.9 118.6 118.3 121.1 131.9 1335 1349 136.0 89.4 &89 87.7 89.0
9 Nonferrous ........... 119.4 121.1 121.3 1237 127.1 127.8 128.6 129.8 939 94.8 94,3 95.3
10 Industrial machinery and equipment ... .... 158.9 161.5 166.2 1713 176.3 181.3 186.5 192.3 90.1 89.1 89.1 89.1
11 Electrical machinery. ......... ... 164.5 167.2 172.1 178.8 200.6 208.5 216.3 2242 82.0 80.2 79.6 79.8
12 Motor vehicles and parts 131.3 126.0 130.2 125.6 176.1 177.3 178.2 178.7 745 700 73.0 70.2
{3 Acrospace and miscellaneous
transportation equipment , . ....... ., 86.7 90.4 93.5 96.5 120.2 119.3 119.7 120.5 722 755 78.1 80.1
{4 Nondurable goods. ....................... 106.5 108.1 108.6 108.6 129.6 130.1 130.6 1314 812 83.0 83.1 8238
15 Textile mill products .... ... 107.9 107.4 107.1 108.3 120.1 130.8 131.3 131.4 829 82,1 81.6 824
16 Paper and products. . - 109.0 109.8 112 1121 122.9 1233 123.6 1239 88.7 89.0 89.9 90.5
17 Chemicals and products. . ..... . ... ... 1092 1124 112.8 112.7 139.2 1403 1415 142.6 78.4 80.1 79.8 79.1
18 Plastics materials . 1253 1253 127.0 127.8 131.8 123.0 126.2 138.1 95.1 935 933 92.6
19 Petroleum products. ... . ...... 6.7 107 7 108.1 1114 113.7 1133 1139 114.2 939 94.6 949 97.5
20 Mining ..o o 103.7 103.8 105.8 107.2 113.7 1137 11338 114.3 91.2 91.3 3.0 93.8
21 Utilities . 1105 113.0 110.9 112.7 125.2 1259 126.5 127.0 88.2 89.8 87.7 88.8
22 Electric ... ..o 1108 112.4 1115 1118 123.6 1244 125.t 125.6 89.6 90.4 89.1 89.0
1973 1975 Previous cycle® Latest cyele® 1996 1997
High Low High Low High Low Aug. Mar. Apr. May' Junc' July Augf
|
Capacity utihzanon rate (percent)’
| Total industey . . .......... 89.2 72.6 87.3 7.1 85.3 78.1 83.2 83.6 83.6 835 83.5 83.6 839
2 Manufacturing .. ... .. 88.5 0.5 86.9 69.0 857 76.6 823 82.7 82.6 824 825 82,6 83.1
3 Primary processing’ 912 68.2 83.1 66.2 889 71.8 86.5 873 871 871 869 86.9 87.3
4 Advanced processing” . ... ... 87.2 718 86.7 704 84.2 76.1 80.4 80.7 80.6 80.3 80.6 80.7 81.3
5 Durable goods . ....... ... ... 89.2 689 87.7 63.9 84.5 732 82.5 82.3 ¥2.2 820 824 823 83.2
6 Lumber and products. . . ... 88.7 61.2 87.9 60.8 93.6 755 86.3 86.3 86.3 86.3 86.3 85.5 853
7 Primary metals. . ... ... 100.2 65.9 94.2 45.1 927 73.7 91.2 91.5 X.5 92.5 923 91.0 9.7
8 Iron and steel. . R 105.8 66.6 95.8 37.0 952 71.8 89.6 87.7 87.9 90.8 88.2 88.3 89.8
9 Nonferrous . . .......... 90.8 59.8 91.1 601 893 74.2 93.2 96.3 937 94.8 97.5 94.5 96.5
10 Industrial machinery and
equipment . . . . ... 96.0 743 93.2 64.0 854 724 90.5 88.8 90.0 §8.7 88.5 893 90.0
1 Electrical machinery . 89.2 647 89.4 71.6 24.0 5.1 N2.0 80.1 798 794 80.0 80.8 80.6
12 Motor vehicles and purts . . . 934 513 95.0 455 89.1 559 754 72.3 70.2 69.2 713 68.7 73.0
13 Aerospace and m:su:llancouq
transportation equipment . . . . . 784 67.6 81.9 66.6 87.3 79.2 720 79.1 79.5 80.0 80.9 81,7 82.6
14 Nondurable goods. . ............ 87.8 71.7 87.5 764 87.3 80.7 820 83.1 83.0 829 82.6 82.9 83.0
15 Textile mill products . . 914 60.0 91.2 723 90.4 717 827 82.4 R27 81.7 829 827 82.7
16 Paper and products 971 69.2 96.1 80.6 93.5 85.0 58.0 90.6 90.6 CIlt 89K 024 92.0
17 Chemicals and products 87.6 69.7 84.6 699 86.2 79.3 78.1 79.0 79.6 79.0 78.6 789 78.8
18 Plastics materials . 102.0 50.6 90.9 634 97.0 74.8 949 93.0 933 915 92.0 . .
19 Petroleumn products . . .......... 96.7 811 90.0 66.8 88.5 85.1 94.8 949 97.0 98.2 97.4 96.2 97.3
943 g8.2 96.0 80.3 86.8 86.1 519 94.3 92.9 94.6 9319 932 92.2
96.2 829 89.1 75.9 9R.6 83.4 88.5 86.8 89.6 885 83.2 R8.5 874
99.0 827 882 78.9 95.0 87.1 90.2 88.1 90.6 88.0 88.4 894 88.0

Data in this table also appear in the Board™s G.17 (419) monthly statistical release. For
lhe nrdermg address, see the inside front cover. The latest historical revision of the industrial
produz.non index and the capacity utilization rates wax released in January 1997. See

“Industrial Produchon and Capacity Utilization: Historical Revi
ments.” Federal Reserve Bulletin, vol. 83 (February 1997). pp 67-92. The article contains a
description of the new aggregation system for industrial production and capacity utilization.
For a detatled description of the industrwl producuon index, see *Industrial Production: 1989
Developments and Historical Revision,” Federal Reserve Bulletin, vol. 76 (Apnil 1990), pp.
187-204.

2. Capacity utilization is calculated as the ratio of the Federal Reserve’s scasonally adjusted
index of industrial production to the corresponding index of capacity.

3. Primary processing includes textiles; tumber, paper; industrial chewmicals; synthetic
materials: fertilizer materials: petroleum products; rubber and plastics; stone. clay, and glass:
primary metals; and fabricated metas.

4. Advanced processing includes foods: tobacco: apparel: furniture and fixtures; printing
and publishing; chemical products such as drugs and toiletries; agricultural chemicals; leather
and products, machinery: transportation equipment; instruments: and miscellaneous manufac-
tures.

5. Monthly highs. 1978-80: monthly lows, 1982.

6. Monthly highs. 1988-89: manthly lows, 1990-91
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2.13 INDUSTRIAL PRODUCTION

Monthly data seasonally adjusted

Indexes and Gross Value'

1992 1996 1997
- q
Group pro 199
por- avg.
tion Aug. Sept Oct. Nov Dec. Jan. Feb. Mar. Apr. May’ June' July Aug.”
Index (1992 = 100}
MAIOR MARKETS
I Totalindex . ..........  ............. 100.0 | 1152 | 1158 | 116.0 | 1162 | 1172 | 117.7 | 1178 | 1184 | 1188 | 1193 | 1195 | 1199 | 1204 | 121.3
2 Products............ .. 60.5 | 1120 | 1122 | 1127 | 1128 | Fl140 | 1143 | 1142 | [14.8 | 1153 [ 1154 | 1159 | 1l6.1 16 | 117.2
3 Final products . 463 | 1128 | 130 [ 1133 [ 1136 | 1148 | 1153 | 1151 | 1156 | 1163 | 1166 | 117.1 | 1175 [ 1179 | 119.1
4 Consumer goods, ol 191 1OS [ 1o [ 1105 | 1108 | 1123 | (127 | 1117 | 16 | 121 1121 1126 | 1125 | 1128 | 1135
5 Durable consumer goods 6.1 126.2 28 4 1274 | 1245 | 1271 1284 | 127.3 | 1292 | 1310 | 1269 | 1284 [ 1305 | 129.4 | 1318
6 Automotive preducls. . . 26 | 1258 2 1277 | 1220 | 1274 | 1272 | 1296 | 131.0 [ 1307 [ 1244 | 1264 | 1284 | 1229 [ 130.5
7 Autos and trucks .. 17 | 1326 1346 | 1257 | 1338 | 1355 [ 1387 | 1389 [ 1389 [ 127.1 130.0 | 132.6 | 1235 | 1377
8 Autos. consumer . 9 1202 1299 | 1123 | 1235 [ 1159 | 120.1 1223 | 1233 | 1160 [ 117.7 [ 1149 [ 1180 | 1257
9 Trucks, consumer . T 1472 146.6 | [47.4 | 1524 | 1649 [ 167.0 | 1650 | 163.8 [ 146.1 1505 | 159.5 | 1358 | 1583
10 Auto parts and allied gﬂods 9 1145 1162 | 1144 | 1164 | 1140 [ 1155 | 1181 | 119.7 | 1180 | 1188 | 120.1 1188 | 1187
3 Other....... . .......... ... 35 | 1263 1266 | 1262 | 1268 | 129.1 | (255 [ 127.8 | 1304 | 1286 | 1207 | 1318 | 1333 | 1325
12 Appliances, (clunmn\ and au
conditioners . .. 1O | 1730 | 1759 | 1742 | 1765 1810 | 171.2 | 1795 | 1836 [ 1790 | 181.] 186.9 | 193.2 | 1938
13 Carpeting and furniture. B[ 1099 | HLLL | E10S | 108.6 1093 | 1060 | 1069 | 1116 | 108.6 | 111.7 | 1142 | 1103 | 1112
14 Miscellaneous home goods 16 [ 1079 | 1030 | 107.6 | 106.5 109.6 | 1092 | 1092 | 1099 | 110.0 | 109.6 | 109.6 | 111.6 | 1094
15 Nondurable consumer goods . . 230 | 1065 | 1056 | 1063 | 107.3 108.7 | 107.8 | 107.2 | 1074 | 1083 | 108.6 | 108.0 | 108.7 | 109.0
16 Foods and tobacco 103 | 106.] 1054 | 106.1 106.6 108.2 | 107.7 | 1080 | 1087 | 107.8 | 107.6 | 107.0 | 107.9 | 1082
17 Clothing. . . .. AP 24 95.5 95.4 95.1 95.5 94.9 94.0 93.8 94.2 94.4 94.8 94.3 94.0 94.0
18 Chemical products ............. 45 | 1127 | 1113 | 1135 | 1155 1188 | 117.9 | 1162 | 1149 | 1172 | 118.0 | 117.3 | 118.0 | 1183
19 Paper product.x e e 29 | tor.l 1018 [ 1019 | 1329 1030 [ 104 1015 | 1023 | 1026 | 1034 | 1045 | 1053 | 106.2
20 Energy... . ...... 29 | 1120 | 1094 | 1094 | 110.7 LE8 | 104 | 1076 | 1075 | 1130 [ HI3S [ P16 [ 1122 [ 1122
21 Fuels ....... - 8] 1066 | 107.7 | 1054 | 1081 106.0 | 105.) 1062 [ 1085 [ 1100 | 1119 | 111.8 | 1104 | 1129
22 Residential utihties .. ... ... .. 210 | 1143 | 1100 [ 1109 | 111.7 1142 | 1126 | 1080 | 1068 | 141 | 1140 | 1112 | 1127 | 1116
23 Equipment.......... ...l 172 | 1168 | 1179 | 118.1 | 1184 119.6 | 1208 | 1226 | 1235 | 1243 | 1249 | 1263 [ 126.7 | 1287
24 Business equipment ... ... 132 | 1266 | 127.7 | 1283 | 1288 130.7 | 1321 133.8 | 1343 1355 | 136.1 137.5 | 139.0 | 141.7
25 Information processing ‘and related . 54 | 1432 | 1346 | 1463 147.4 148.5 | 1496 | 1524 | 1506 | 1551 156.5 | 159.6 | 1615 163.3
26 Computer and office cquiprment . P 2920 | 3062 | 3143 | 3188 3270 | 3357 | M0 | 3499 | 3586 | 3665 | 376.6 | 3389 | 4025
27 Industrial .. .. 4.0 | 1269 | 1267 | 1263 | 127.0 127.3 | 127.9 | 1282 | 127.5 | 1303 | 1293 | 1290 | 131.] 133.4
28 Transit........ 25| 1000 | 103.0 | 103.8 | 101.9 107.2 | 1098 | 1118 | [13.1 110.1 2.1 1135 [ 1143 | 119.2
29 Autos and trucks . 1.2 1153 | 1209 | 117.7 | 1094 137 [ 1872.2 | 1087 | 1183 | 110.0 | 1117 | 1120 | 110.6 | 1168
30 O(hcr ........... 1.3 | 1164 | il6.1 1155 | 1187 1214 | 1234 | 1244 | (251 128.8 | 128.2 | 1292 | 129.2 | I31.1
3 33 77.0 7.9 7.7 7.0 76.2 747 75.4 75.6 752 75.6 76.1 749 75.3
32 6 [ 1205 | 1226 | 1175 | 1202 123.6 | 130.8 [ 140.7 | 1534 | 1525 | 1542 [ 1614 [ 1496 | 1468
33 Manumuurcd hUmE\ [ 21 1620 | 1674 | 1656 | 1633 156.3 | 1635 | 1609 [ 1680 | 1664 | 163t 166.3
323 Intermediate products, total ... 142 1 1094 | 1100 | 1106 | 1102 113 [ 1HLe [ 1620 | 112 1120 122 | 1117 | 1113 | 1115
35 Construction supplies . 53 | 1168 | 1192 | 1198 | 1177 117.8 | 117.0 | 1200 [ 1218 | 120.1 | 1206 | 1203 | 1188 | 119.2
36 Business supplics . . . 89 | 1051 104.6 | 1053 | 1058 1074 | 1084 | 1073 | 1065 | 107.2 | 107.3 | 1066 | 1069 | 1069
37 Matertals . ... 395 | 1203 | 1215 | 1212 | 1217 | 1222 | (23.1 | 1234 | 1241 | 1245 | 1255 | 1252 | 1259 | 127.0 | (278
38 Duruble goods materiuls. 208 | 1340 [ 1362 | 1355 | 1338 | 1365 | [37.8 | 1384 | (392 | 1402 | (417 | 141.7 | 1433 | 1444 | 1466
9 Durable consumer parts . 40 | 1288 | 1339 | 1283 | 1266 [ 1297 [ 1303 [ 132} 1207 | 1298 | 1305 | 1272 | 1302 1 4298 | 1323
40 Eguipment parts 76 | 1592 | 1617 [ 1626 | 1634 | 1653 | 1679 | 1694 | 1726 | 1756 | 178.1 | 1804 | 1R3.2 | 186.7 | 190.0
41 Other ... ....... 92 1182 119.2 19.2 120.0 119.1 1199 119.3 119.8 120.0 121.0 121.0 1212 1214 122.8
42 Basic metal matenals . kR L3 FI3.6 | 1147 | 1172 | 1144 | 1157 | 1149 | 1164 | 1164 | 1167 | 1184 | 1188 | 117.7 | 1200
43 89 | 1064 | 1065 | 1069 | 108.0 | 1084 | 1095 | 109.6 | 1105 | 110.6 | 1113 | 1098 | 1099 [ 111.) 110.7
44 it 1063 | (074 | 107.1 | 1084 | 1085 [ 1059 | 106.8 | 107.7 | 1049 | 1095 | 1054 | 107.7 | 1085 | 107.9
45 .. 1.8 1 1074 | 1082 | 1070 | 1080 | 1109 | 1125 | 1H1.5 | 1432 | 1138 | 1144 [ 1148 | 1111 1162 | 1155
46 Chemical materials . . . .. J9 11059 | 1062 [ 1068 | 1093 | 1077 | 1102 | 1111 PEL2 [ DL2 | L1L7 ) 1097 | 1096 | 1107 | 1100
47 Other R 21 106.) 1047 106.2 103.9 106.8 106.3 105.3 107.5 108.1 107.8 107.4 109.7 108.3 105.0
48 Energy materials 9.7 1039 104.0 103.9 1039 104.0 103.9 103.8 104.0 103.5 103.8 104.1 103.6 1044 103.4
49 Primary energy . 6.3 | 1026 [ 1032 [ 1022 | 1020 | 1016 | 1026 | 101.6 | 102.8 | 1023 | 101.7 | 1025 | 101.7 | 103.5 | 1023
50 Converted fuel materials. ........... .. 33 106.2 105.4 107.0 107.5 108.5 106.3 108.0 106.2 105.9 107.6 107.0 1071 106.2 105.7
SPECIAL AGGREGATES
51 Total excluding autos and trucks .. ... . 97.1 1149 154 115.7 1a.l 1169 174 174 118.0 t18.s 119.3 119.4 119.8 1204 1211
52 Total excluding motor vehicles and parts . . . 95 1146 1150 1153 1159 16,6 117.2 1171 117.8 118.3 119.0 1193 119.5 120.2 120.8
53 Total excluding computer and oftice
equipment . ... _............ 98.2 1129 1134 113.5 113.7 1146 115.1 1151 1{5.6 116.0 116.4 116.5 116.8 1173 118.0
54 Consumer goods excluding autos and trucks 2741 109.2 | 108.6 [ 1092 | 1099 | 111.0 | 1114 | 1103 | 110 17 Ll LEs | 13 ) 1120 | 1122
55 Consumer goods excluding energy ........ 26.2 110.2 110.2 110.6 110.8 s 1128 19 2.t 2.7 LLe 1124 112.6 1129 113.7
56 Business equipment excluding autos and
trucks. ... L L L 120 1277 128.3 1293 130.7 131.2 1324 1336 1353 1359 138.0 1385 140.1 141.9 1442
57 Bustiness equipment excludmg computer and
othce equipment ... ... ... .. . 121 | 1158 | 116.1 1163 | 1166 | 1175 | 1182 | 1192 | 1205 | 1207 | 1215 | 1207 | 1227 | 123.7 | 1258
58 Materials excluding energ) .............. 29.8 | 1254 | 127.0 [ 1266 | 127.1 | 127.8 | 1290 | 1294 | 1303 | 1310 | 1322 | 131.8 | 132.8 | 1340 | 1353




Selected Measures A45
2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value'—Continued
1992 1996 1997
Sic? pro- | 1996
Group code por- avg,
tion Aug. Sept. Oct. Nov. Dec Jan. Feb. Mar. Apr. May" | June' July AugP
Index (1992 = 100)
MAIJOR INDUSTRIES
5O Totaindex. . ... ... 100.0 115.2 1153 | 116.0 116.2 n7.z2 | 1177 117.8 | 1184 118.8 | 1193 | 1195 1199 1204 | 1213
60 Manufactunng. .. .......... .. 854 116.3 117.2 1174 117.6 18.5 119.2 119.3 120.1 120.6 1209 121.0 121.6 1222 1234
61  Primary processing. 26.5 112.2 113.1 1135 113.8 113.8 114.0 113.8 1148 115.6 115.6 115.8 115.7 116.0 1e7
62 Advanced processing 58.9 1184 119.2 119.3 118.5 120.8 12t.7 122.0 1226 1230 1235 123.6 1245 125.2 126.7
63 Durable goods............. 45.0 1257 1275 127.2 127.1 138.4 1288 129.5 130.8 131.7 132.3 1327 134.1 1347 1368
64 Lumber and products . .. 24 2.0 109.7 111.4 110.7 109.2 113.1 108.0 108.6 112.0 1133 113.6 1i4.0 1143 1134 1136
65 Furniture and fixtures. . . ... 25 1.4 108.9 108.8 108.8 1104 110.5 110.5 109.7 110.3 111.0 112.7 1139 114.5 113.3 1143
66 Stone, clay, and glass
products . ........... 32 2.1 111.0 R 113.1 111.7 118 1113 112.7 112.5 113.5 113.8 112.8 1132 113.6 1139
67 Pramary metals. . . . . 33 3.1 117.2 118.3 1195 1221 118.5 1188 117.8 120.0 121.3 120.2 1234 1234 1220 1247
68 Irop and steel . . ..... 3312 17 116.4 1182 117.4 123.2 1159 116.7 118.0 118.2 1187 119.3 123.6 120.3 120.8 1233
69 Raw steel ....... . . 331PT R 22 L3 112.6 LS 108.7 1125 1.7 1123 1142 1155 1158 151 1154 118.5
n Nonferrous. . .......... 333-69 1.4 118.0 1185 121.8 120.7 1214 121.2 117.6 122.1 124.2 121.3 123.1 126.9 1233 126.3
71 Fabricated metal products. . . 34 50 [18.6 194 119.3 119.3 9.1 119.5 1192 119.5 120.4 120.8 121.1 120.7 121.0 121.8
72 Industrial machinery and
uipment. . ......... 38 8.0 156 4 159.6 159.4 159.9 161.7 162.9 164.7 166.6 167.4 171.3 170.5 i71.9 1753 178.4
73 Computer and office
equipment. ... ....... 357 1.8 296.9 210.8 319.0 3236 | 3283 332.5 3403 | 3478 3547 363.8 371.8 382.0 3944 | 4082
74 Eleetrical machinery. .. .. .. 36 73 163.3 164.6 165.2 165.6 167.2 168.8 168.6 172.5 175.2 176.7 178.1 181.7 1855 187.4
75 Transporiation equipment . . . 37 9.5 106.1 109.2 107.3 105.3 109.5 109.6 119 1.5 1.9 110.6 110.2 112.8 1.3 115.7
76 Motor vehicles and parts . 371 4.9 126.9 1328 127.0 121.2 1289 1279 1320 129.6 128.9 1253 123.7 127.6 123.1 130.8
77 Autos and light trucks . 371PT 2.6 124.6 131.0 127.4 n7.3 1257 125.6 128.8 129.4 129.5 119 121.6 1231 1169 129.1
78 Acrospace and
nuscellaneous
transportation
equipment. .. ... .. 372-6,9 4.6 85.6 86.5 87.9 89,4 90.3 91.5 92.2 935 94.8 95.5 96.4 97.7 98.9 100.3
79 Inﬁuumems ...... .. 38 5.4 102.8 103.0 103.0 103.4 103.0 104.1 103.3 104.6 104.7 104.4 105.2 105.8 105.3 106.1
80 Miscellaneous .. .. ... ... 39 1.3 112.9 1129 113.0 113.0 1141 116.6 116.3 7.1 116.3 116.9 117.0 117.5 118.8 1185
81 Nondurable goods . 404 106.3 106.2 106.9 107.4 107.9 108.8 108.5 108.6 108.7 108.7 108.7 108.4 109.0 109.3
82 S 20 9.4 106.3 105.5 106.2 1074 107.6 108.2 108.2 108.4 109.2 108.3 108.) 107.9 108.6 108.7
83 Tobacco products . . 21 1.6 | 1056 | 1041 | 1049 | 1040 | 1054 | 108.9 | 1046 | 1057 | 1069 | 1055 | 1032 | 102.8 | 1042 [ 106.0
84 Textile mill products. . 22 1.8 106.6 107.7 107.2 107.6 108.2 106.3 106.3 106.9 108.2 1086 7.3 109.0 108.8 108.8
8S Appare] products . .. 23 2.2 08.2 98.5 98.2 97.8 97.3 97.2 96.2 95.8 96.3 96.) 96.4 96.6 96.1 95.2
86 Paper and products. . . 26| 36 1080 [108.1 | 1088 | 107.6 | U100 | 1106 | 1103 | renn | b1 | 122 | w28 | 4 | 147 | 1143
87 Printing and publishing. . . . . 27 6.7 98.4 97.9 99.1 99.7 100.0 99.8 100.5 100.6 99.7 99.6 998 99.3 99.5 100.0
88 Chemucals and products . . . . 28 9.9 1089 108.7 109.7 P13 .8 114.0 113.7 112.8 112.0 1133 127 1123 1132 113.2
89 Petroleum products. .. ... .. 29 14 106.5 107.8 106.9 1084 107.4 107.3 107.4 108.6 108.1 110.7 1121 1113 110.1 4
90 Rubber and plastic products . 30 35 120.5 122.0 122.8 1214 1217 122.6 121.1 i23.1 124.0 1223 123.4 124.0 123.7 125.3
91 Leather and products . . .. .. 31 3 30.0 79.5 79.4 78.4 773 0.1 783 77.6 78.4 78.8 710 75.5 74.9 75.6
92 Mming ... ... 69 1029 104.5 103.4 1034 103.5 104.5 103.6 106.3 107.5 106.0 108.1 107.4 106.8 105.8
93 Metal ... ... 10 5 102.0 104.0 105.3 105.6 102.5 106.3 105.7 105.7 104.8 103.5 104.2 105.6 104.3 104.3
94 Coal ................. . 12 1.0 105.9 109.6 106.2 107.5 108.8 109.5 106.4 109.6 105.2 104.1 1159 107.4 114.1 109.8
95 Oil and gas extraction .... . 13 4.8 100.3 101.1 100.5 100.0 100.2 100.7 100.8 103.1 1054 104.5 105.0 105.5 103.8 103.3
9%  Stone and earth minerals . . . .. 14 6 118.7 121.7 1185 120.0 120.2 122.9 7.2 1250 128.8 1223 121.3 123.0 118.9 1191
97 Utlities . 77 112.8 110.8 JER 111.9 114.5 112.6 1127 110.2 109.9 113.6 112.4 1121 112.7 I.4
98  Electric . . .1491.493PT 6.2 1127 s 110.9 112.0 1127 1126 132 1109 1103 113.6 110.5 1111 1126 o
99 Gas. . e 492,493PT 1.6 1132 108.5 1118 111.3 120.9 1127 1109 107.6 108.7 113.2 119.0 115.6 127 127
SPECIAL AGGREGATES
100 Manufacturing excluding motor
vehicles and parts . ....... 80.5 1157 116.3 116.8 117.3 1179 118.6 118.6 119.5 120.0 120.6 120.8 121.2 1221 1229
10t Manufacturing excluding office
and computing machines . . . 83.6 113.7 1144 if{ds {14.7 1155 1e.1 116.2 116.9 117.3 1175 117.6 118.0 118.5 119.6
Gross value (billions of 1992 dollars, annual rates)
MAJOR MARKETS
102 Products, total . .......... ... 2.001.9 |2,258.7 |2,272.9 |2,273.4 | 2,270.7 | 2,303.5 | 2,301.1 | 2,302.9 | 2,315.3| 2,327.5| 2,324.7| 2,337.5( 2,340.7| 2,340.5| 2.367.3
103 Final . ..., .. 1,552.1 [1.760.9 | 1.7736 | 1,771.6 | 1,771.8 | 1,795.1 | 1,796.8 | 1.798.4| 1.808.8| 1.819.6| 1.816.4| 1.827.8| 1.833.6| 1.835.7| 1.862.2
104 Consumer goods 1,049.6 | 1,162.2 | 1.165.5 [ 1.163.0 | 1,164.7 | 1,182.2 | 11823 | L176.3| [177.7| 1,184.7| 1.179.4| 1.187.3[ 1.186.7| 1,186.0 1.199.0
105  Equipment .. 502.5 5980 | 6074 | 6078 | 6063 6121 613.7 621.4| 6304| 6342 6364 6399 6463 649.2 662.8
106 Intermediatc . .............. 4499 | 4982 | 4997 502.1 499.3 508.6 | 5049 505.1 507.2| 508.7| 5089 S10.5 508.2| 506.1 507.0

1. Data in this table also appear in the Board's G.17 (419) monthly statistical release. For
the ordering address, see the inside front cover. The latest historical revision of the industrial
production index and the capacity utihzation rates was released in January 1997. Sce
*“Industrial Production and Capacity Utilization: Historical Revision and Recent Develop-

ments.” Federal Reserve Bulletin. vol. 83 (February 1997), pp. 67-92.
description of the industrial production index. see “Industrial Production:

For a detailed
1989 Develop-

ments and Historical Revision,” Federal Reserve Bulletin, vol. 76, (April 1990). pp. 187-204.
2. Standard industrial classification.
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2.14 HOUSING AND CONSTRUCTION

Monthly figures at seasonally adjusted annual rates except as noted

1996 1997
lItem 1994 1995 1996
Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June July
Private resideattal real estate activity (thousands of units except as noted)
NEW UNITS
1 Permits authorized.................. 1,372 1333 1426 1.349 1,391 1,405 1,395 1,438 1,457 1.442 1,432 1,402 1414
2 One-family R 1.069 997 1.070 1.003 1016 999 1,052 1.069 1034 1.060 1,053 1.049 1,030
3 Two-family ot more ... .. S 303 335 356 346 375 406 343 369 423 3R2 379 353 384
4 Started ............. .. 1.457 1,354 1.477 1407 1.486 1,353 1,375 1,554 1,479 1.483 1402 1,503 1.432
5 One- fdmlly ........ . N 1,198 1.076 1,161 1.104 1.133 1.024 1.125 1.237 1,142 1,133 1,098 1.134 1.128
6 Two-family or more ....... .. 259 278 316 303 353 329 250 317 337 350 304 369 304
7 Under construction at end of period’, . .. .. 755 775 819 825 828 815 818 821 814 812 815 828 837
8  One-family ....... ., .. .. 584 554 584 588 584 571 573 574 566 563 564 566 571
9 Two-family or more . 17 221 238 237 244 244 245 247 248 249 25) 262 266
10 Completed . ........ . 1.346 1.319 1.407 1.375 1431 1,484 1,362 1,572 1,471 1.460 1,388 1311 1.294
11 One-family............ ..... . 1,161 1,073 1,124 1.129 1,151 1177 1,109 1,267 1.156 1,158 i 1.090 1.040
12 Two-family or more . 185 246 283 246 280 307 253 305 315 302 287 221 254
13 Mobile homes shipped 305 341 362 364 354 RE 339 353 353 372 356 356 3358
Merchant bulder activiry in
one-fumily units
)4 Numbersold ................ . ... 670 667 757 706 788 794 822 826 825 765 770 810 817
15 Number for sale at end of period'. ... .. 340 374 326 330 327 322 308 300 287 291" 288 287 287
Price of units sold (thousands
of dollars 2
16 Median. .. ..............o L 130.0 133.9 140.0 143.8 1435 1449 145.0 143.0 148.0 150.0 1399 143.8 146.7
17 Average .......... oo 154.5 158.7 166.4 168.4 172.0 171.8 1719 171.1 172.7 179.5" 168.3 1785 176.4
EXISTING UNITS (one-family)
I8 Numbersold ...................... 3,967 3812 4.087 4,000 4.060 3.950 3910 4.230 4,160 4,060 4,250 4,150 4,180
Price of units mld (thousands
of dollar v)'
19 Median . . ...... 109.9 113.1 L18.2 116.6 174 118.8 120.6 117.5 1200 120.7 1231 1272 1265
20 Average ........ 136.8 139.1 145.5 143.6 1441 147.) 149.6 \:4,7 1475 1504 153] 1584 157.6
Vaulue of new construction (millions of dollars)®
CONSTRUCTION
21 Total put in place. ............ .. 518,644 | 534,463 | 567,179 | 584,140 | 586,226 | 579,109 | 577,116 | 592,365 | 593,908 | 596,241 | 595,182 | 595,847 | 598,730
22 Private ... ... 398,646 | 407,370 | 435929 | 448951 | 448,907 | 447.045 | 444,391 | 452,037 | 452,728 | 456,944 | 450,330 | 458,277 | 462,183
23 Residential . 238,423 | 231,230 | 246,659 | 247,901 { 248259 | 247.899 | 246,661 | 251,402 | 253974 | 259964 | 260.165 | 257,524 | 259,852
24 Nonresidential , 160,223 | 176,140 | 189,271 | 201,050¢ [ 200.648 | 199,146 | 197,730 | 200,635 | 198.754 | 196,980 | 199,165 | 200,753 | 202,331
25 Industrial bulldmgs ............. 28,893 | 32505 | 31,997 | 34738 | 33,244 | 30752 | 31,871 | 32,161 | 30,520 | 29450 | 30531 | 31,902 | 34,072
26 Commercial buildings . ........ - 59,480 68,223 74,593 79,864 80.144 78,395 81,979 83.107 81,015 76,488 78,854 79.802 79.323
27 Other buildings .. .. Cee 26,988 27.089 30.525 32,024 33,454 34,409 34,257 35,561 16,012 38216 37.692 36,457 36,280
28 Public utilities and othur. e 44,862 48.323 52,156 54,424 53.806 55.590 49,623 49.806 §1,207 52.826 52,088 52,592 52,656
29 Public. . 119,998 | 127.092 [ 131,250 | 135.188 | 137.319 | 132,064 | 132,725 | 140328 | 141.180 | 139.297 | 135851 | 137,570 | 136,547
30 Military .. . 2310 2983 2541 531 2,365 2,241 2,542 2564 2.232 2,433 2,559 2,583 2,679
al Highway .......... .......... . 36,933 36,319 37,898 38,610 39,585 37,869 41,060 41,473 42,410 40,653 41,874 40,442
32 Conservation and development.. . . 6,459 6,391 5,807 573 5710 5,223 5,807 5,727 o114 5,069 5237 5,013 5,053
33 Other . . ...... .. o 74.297 %1399 85,005 8‘1 717 90,634 85.015 86.507 90977 91,361 89.385 87.400 88.100 88,373

. Not at annual rates.
. Not seasonally adjusted.

. Recent duta on value of new construction may not be strictly comparable with data for

prc\flous periods because of changes by the Bureau of the Census in its estimating techniques.

For a description of these changes. see Construction Reports (C-30-76=5), 1ssued by the

Census Bureau in July 1976,

SOURCE. Bureau of the Census estimates for all series cxcept (1) mobile homes. which are

private, doruestic shipments as reported by the Manufactured Housing Institute and season-
ally adjusted by the Census Bureau, and (2) sales and prices of existing units, which are
pubtished by the National Assaciation of Realtors All back and current figures are available
from the originating agency. Permit authorizations are those reported to the Census Bureau
from 19,000 jurisdictions beginning in 1994,
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2.15 CONSUMER AND PRODUCER PRICES
Percentage changes based on seasonally adjusted data except as noted
Change trom 12 Change from 3 months earlier e .
inonths earlicr (annual rate) Change from | month cartier
[ndex
level,
liem 1996 1997 1997 Aug,
1996 1997 1997
Aug. Aug.
Sept. Dec. Mar, June Apr. May June July Aug.
CONSUN
(1982-
1 Allitems . ... ........ ... .. ... . ... 29 22 3.1 33 1.8 1.0 1 1 1 2 2 160.8
2 Food..... 3.6 25 53 3.4 3 1.5 -2 4 2 3 4 157.6
3 Energy ite . 39 R 1.1 16.2 -28 —14.7 -5 -2.4 0 —.1 1.7 112.5
4 All items less foc 2.6 2.3 2.7 24 2.4 2.4 3 2 N 2 1 169.6
5 Commoditi 1.0 .6 1.1 9 11 6 3 B -2 —.1 -3 141.2
6 Services ...l . 33 3.0 3.4 31 27 35 2 3 K 3 2 185.8
PRODL CER PRICES
(1982="00)
7 Fished goods ... Lo 30 -2 25 43 -33 -3.6 -5 -3 —.l - 3 1317
8 Consumer foods. 5.0 - 4.6 2.4 -2.0 -35 4 -9 -2 3 1348
9 Consumer energy... .... 6.5 -7 7.0 26.2 -16.9 —15.1 -3 —1.6" 7 .1 1.4 84.0
10 Other consumer goods. . . . 1.6 2 6 6 6 ~.6 ] -3 1 -1 Bl 144.5
11 Capttai equipment . ... ... 1.2 -4 1.2 —.6 0 -1.2 1 -3 1 -1 0 137.7
Intermediate muterials
12 Excluding foods and feeds ... . ..., -7 -1 1.0 22 -19 -1.9 -4 -2 2 -2 2 1256
13 Excluding energy .. .. -8 4 0 -3 b 3 0 0 1 0 4 1342
Crude materials
14 Foods. . . ... ....... 236 —13.7 -94 -28.5 -2.8 ~ 101 e -2 =54 3 ~.1 1.7
15 Energy 27.7 4.5 18.7 2352 -75.5 10.2 -9 6.5" =29 -4 1.7 80.0
16 Other ... ........ ... L. —121 33 =26 ~13 15.7 ~35 -3 1O 4 -5 8 1579

1. Not seasonally adjusted.

SOURCE. U.S. Department of Labor, Bureau of Labor Stanistics.

2. Figures tor consumer prices are for all urban consumers and reflect a rental-cquivalence

measure of homeownership.
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2.16 GROSS DOMESTIC PRODUCT AND INCOME

Billions of current dollars except as noted: quarterly data at scasonally adjusted annual rates

1996 1997
Account 1994 1995 1996
Q2 Q3 Q4 Qi QY
GROSS DOMESTIC PRODUCT
! Total . 6.947.0 7,265.4 7.636.0 7.607.7 7.676.0 7.792.9 7,933.6 8,034.3
By source
2 Personal cansumption cxpendllurcs Lo 47170 40577 5.207.6 5.189.1 52274 S.308.1 54057 5432.1
1 Durable goods . ... . e 39S 608.5 6345 638.6 6345 6382 6584 644.5
4 Nondurable goods . [JERE 14758 15347 5313 L3383 1.560.1 15874 15789
S Services ...... e R 270091 28734 20384 0182 .6 30498 31599 3.208.7
6 Gross private domestic mvestment ... . 1.007.9 1.038.2 1.116.5 11054 1,149.2 [ANIN] 1.193.6 1.242.0
7  Fixed investment ... ... ... .. 946.6 1.008.1 1.000 7 1,082.0 1.112.0 1.119.2 1.127.5 1.160.8
8 Nonresidential 666 7230 7814 769.3 798.6 807.2 811.3 836.3
9 Structures 184.5 200.6 2182 210.6 2177 270 2274 226.8
10 Producers’ durab]: cqulpmcnl .. . 476.1 8224 866.2 S58.7 580.9 580.2 5839 609.5
11 Residential structures ... o e 286.0 2851 092 327 3135 312.0 216.2 3240
12 Change in business inventories ... ... a2 30 1 259 234 71 31.9 60.] Rl
13 Nontarm L S5 W 210 172 3 287 62,2 749
14 Net exports of goods and services  .......... 9.9 -86.0 =943 -9338 - 1140 —88.6 —98.8 - 887
15 Exports ..o oo 721.2 R84 §70.9 865.0) 863.7 904.6 9222 960.3
16 Imports ..o e e 892 904.5 965.7 958.7 977.60 9932 L0210 1.049.0
17 Government consumphion x.xpcndmm\ and gross imvestment IR §1.355 < 140067 14070 14135 14223 [IERRA] 14490
18 Federal  ...... ... S10.2 S09 6 520.0 S24.6 5216 S17.6 Sle.t 526.1
19 State and local ... ... %02.8 846.0 886.7 8R2.4 891.9 904.7 917.0 923.0
By mujor tvpe of product
20 Final sales. total ..., .. 0.885.7 7.235.3 7.610.2 7.584.3 7.638.9 7.761.0 7.867.4 79532
21 Goods . .. 2.820.2 26379 2.759.3 2.759.3 27607 2.795.0 2.338.4 28549
22 Durable (... ..o oo o0 Lo 10725 11339 1.212.0 1.244.8 12163 1.233.5 1.248.0 1.275.3
23 Nondurable . . . . 1.447.6 1.503.9 15473 15445 1.544.4 1,561.5 1,590.4 1.579.6
24 Services e e 27724 3.9807 4.187.3 40622 4.208.1 +4.282.7 4.338.2 4.400.1
25 Structures ... .. L 593.2 616.8 663.6 HH2.& 6701 683.3 690.8 698.2
26 Change i business inventones .. ..., 61.2 0.1 259 234 7| 319 66.1 811
27 Durable goods .. .. 330 291 16.9 181 333 -1l 218 46.8
28 Nondurable goods ... ... 277 1 9.0 S3 R 330 343 344
MEMO
29 Total GDP in chained 1992 dollars ... ... 6.610.7 6.742.1 6928.4 6,926.0 6.943.8 70174 7.101.6 7,159.6
NATIONAL INCOME
30 Total ... ......... P 5.590.7 S912.3 6.254.5 6.229.4 6.303.3 6.376.5 6.510.0 6,599.0
31 Compensation of employees .. . ... 40120 4.2154 14269 34039 44610 45207 3.006.3 4603 4
32 Wages and salaries ... . L0 L 32540 426 L6336 36123 3.664.0 7180 3.792.7 3.842.7
3 Government and government t:nlelprl\ 0602.2 623.0 642.6 64.3 645.5 648.9 657.8 662.0
kS Other  ...... . e 2.651.8 2.819.6 19910 1.972.0 30184 2.069.40 31349 3.180.8
35 Suppleruent to w‘lgu and \dldrlﬁ\ S o 7580 7729 7933 791.5 797.0 8027 8136 820.7
Rl Emplayer contributions for social insurance 3530 3060 185 7 EERN:Y 388.6 RO 4013 J05.6
Ry} Other labor income ... ... . 405.0 406.8 J07.6 7.9 408.4 409.1 4123 415.1
38 Proprietors” income! ... ..o o 471.6 4890 520.3 S20.0 ARERS 528.% 5346 543.6
19 Business and professional! e e e 4347 165.5 4831 4835 4¥37 487.9 494 4 500.0
40 Farm' ... .. e C e 369 234 372 6.5 a0.1 40.4 40.2 43.6
41 Rental income of persons’ 124.4 1328 146.3 1dd4.60 148.0 149.2 149.0 148.7
42 Corporate profits’ ... .. e 570.5 650.0 73549 738.5 739.60 747.8 779.0 795.1
43 Profits before tax® . 5351 622.6 676.6 682.2 679.1 680.0 708.4 719.8
44 Inventory valuation 1d|u\nmn| 161 243 25 -54 -2.7 3.3 35 59
45 Capital consumption adjusiment 514 516 018 o016 632 o4 4 07.7 694
46 Net mterest ... .. 4123 42501 4251 4225 4309 430.6 440.5 448.1

1. With inventory valuaton and caprial consumption adjustments
2 With caputal consumpiion adjustinent,

3. Faor abter—tax profits. dividends. and the hike, sce table 148

Source US. Department of Cammietce, Surven of Current Business.
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2.17 PERSONAL INCOME AND SAVING
Billions of current dollars except as noted: quarterly data at seasonally adjusted annual rates
1996 1997
Account 1994 1995 1996 -
02 Q3 Q4 Q! Qr
PERSONAL INCOME AND SAVING
1 Total personal income ....... . ... .. ... 57918 6,150.8 6,495.2 6.461.3 6.541.9 6,6018.4 6,746.2 6,829.1
2 Wage und salary disbursements . L. 32407 34205 36325 36002 366028 37169 37915 RE SN
3 Commodity-producing industries 824 4 864.4 909.1 906.3 917.2 927.% 942.9 9328
4 Manufacturng ... 620.8 648.4 674.7 674.1 6301 635.6 6941 700.3
5 Distributive industries 741.4 7334 8233 319.2 829.0 8406 856.8 R67.0
6 Service mdustries ..... .. 1,072.7 1.159.0 1,257.5 1.245.3 1,274.1 1.2995 1,334} 13308
7 Government and government cmcrpn\ex 602.2 623.0 642.6 640.3 645.5 6489 657.8 662.0
8 Other laborincome .. ... o0 Lo 405.0 406.8 7.6 4079 4084 4y 4123 415.1
9 Proprietors’ income 471.6 486.0) 5203 520.0 523.8 3283 5346 RERY:Y
13 Business and prnfcssl(mdl 4347 46S.5 483.1 483.5 483.7 4K79 4944 500.0
11 Famm' 369 234 37.2 365 40.1 104 402 136
12 Remal mwmc of perxon ........... 124.4 132.8 1462 1446 148.0 1462 149.0 1487
13 Dividends . e 204.8 2519 291.2 2900 292.0 2952 325 MR
14 Per<onal nterest income 668.1 7189 7357 7278 7427 7498 7587.2 760.1
15 Transfer payments .. 954.7 10150 1.068.0 1.064.8 1,072.4 1LORY S 1 107.2 LEI7.0
16 Old-age survivors. dl\ablllly and health msurance benefits 473.0 507.8 3376 5354 540.0 5456 558.9 564.4
17 LESS: Personal contrinutions for social insurance ... .. ... 2715 293 | 306.3 3050 308.2 3rs RIE 3213
18 EQuALS: Personal income . ...... . ... ool 5.791.8 6,150 8 6,495.2 6,461 3 6549 0,618.4 6.746.2 6,829.]
19 LESS Personul ax and nontax payments ............. 739.1 7951 886.9 887.8 897.3 9226 955.7 979.2
20 EQuALS' Disposable personal mncome . . L. 30827 53557 5.608.3 55735 S.641.6 5.695§ 5.790.5 58499
21 LESS: Personal outlays ....... . ..o 4.842.1 50011 5,368.8 474 5.390.6 54754 55746 3.6028
22 EQUALS: Personal saving .. ........ ... e 210.6 254.6 239.6 2257 254.0 220.4 2159 2470
MEMO
Per capita {chained 1992 dollars}
23 Gross domestic product .. ... L L oLl 26,085.8 26,106.3 26,114 3 26,3317 26.597.8 267649
24 Personal consumption expenditures . . . . o oL 17.748.9° 17.761.8 17.744.3 17847 7 18.045.3' 18053 ¥
25 Disposable personal income ... . L L L 18, 43[ () lK hhl 0 19,116.0 19,081.0 19.161.0 190320 19.331.0 19,4390
26 Saving rate (percenty ...... . . . oo e 42 43 43 41 4.5 34 37 4.2
GROSS SAVING
27 Gross savimg .. ...l oo 1,079.2 1,165.5 1,267.8 1,256.3 1,295.9 1.303.0 1,332.9 1,396.9
28 GrOSS PIIVAIC SUVITIE « o oottt et et e 1,030.2 1.093.1 1,125.5 1.106.3 1,145 L1314 1,134.0 1.178.1
29 Persomal saving ... 210.6 254.6 2396 2257 254.0 2204 247.0
30 Undistributed corporate pmf"lx . . 167.6 1724 202.1 2026 2023 2126 2176
31 Corporate inventory valuation adjuslmcnl -16.1 —24.3 -25 -S54 =27 33 59
Cupttal consumption allowanc es
32 Corporate . ..o e 4123 4289 4523 4485 455.5 462.0 4674 4720
33 NONCOTPOTALE ...t o i s 226.3 224 23005 2083 2322 BRI 2380 2397
34 Gross government saving ... ........ 19.0 724 1423 150.0 150.8 1716 198.9 2188
35  Federal ... ... .. .. .. —117.2 ~103.6 -39.3 -2 283 -39 159 34.7
36 Consumption of fixed cnprml . 69.5 me 71.2 74 71.2 71.3 714 715
37 Current surplus or deficit (—). national accounts. ... ... - 186.7 -1744 —110.5 -111.6 —99.5 =771 355 368
38 State and local .. e 166.2 176.0 1R1.5 190.2 179.1 177.5 182.9 184.1
39 Consumption of fixed upndl ..... 69.4 729 76.2 758 76.5 772 78.2 2
40 Current surpius vr deticit (— . nationul auounlc o 968 1031 105.2 1144 1026 oD 4 104.7 1049
41 Gross investment  .............. . ... 1,093.8 L1372 1,207.9 1.206.0 1,216.4 1,243.5 1,268.6 1.323.4
42 Gross private domesuc investment .. ...l L0079 1.03%.2 1.016.5 INRAKS 1142 [ARIE 1.193.6 12420
43 Gross gosernment investment 206.0 2034 224.3 2263 223.6 2283 2233 2274
44 Net foreign investment —120.0 = 1l4.4 -1329 —1256 — 1564 -1329 —148.4 — 1460
45 Statistical discrepancy.......... . ... 14.6 -282 —59.9 -50.2 -79.5 595 —64.3 —~73.5

1. With inventory valuation and capital consumption adjustments.

2 Wah capital consumption adjustment

SOURCE. ULS Departmem of Commerce, Survey of Current Bisiness.
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3.10 U.S. INTERNATIONAL TRANSACTIONS Summary

Millions of dollars: quarterly data seasonally adjusted except as noted'

1996 1997
ltem credits or debits 1994 1995 1996
Q2 Q3 Q4 Ql Q2°
1 Balance on current acCOUnt. ...l e —133,538 -129,095 - 148,184 -35.585 —42,833 -36.874 -19972 —39.030
2 Merchandise trade halance” L R —166,192 - 173,560 —19L170 -47.562 -52,493 ~48,190 —49.787 —46.903
k) Merchandice exparts . ... L Ll [ 502.398 375871 612,069 153.441 150,764 157,846 162,527 171,489
4 Merchandise impurts S —668.590 -749,431 ~803.239 -200573 —-203.257 - 206,036 -212314 —218,392
5 Milivary mansactions, net. . . L . 1,874 3,866 3,786 1.214 792 1,205 437 782
6 Other service ransactons, Net ... ... . . . 59,902 67.837 76.344 18,569 19,185 20,697 20,050 19,708
7 Investment income. net. . L. 9,723 6.808 883 -1.370 1,250 -1.990 —-3,554
8  U.S. government gran . —15,671 —11,096 —2423 —2.690 -5,499 -2.109 —2.255
9 US. government pensions and other tmnster\ - . —4,544 —3,420 — 1,081 — 1,064 = 1,050 -1.083 —[.128
10 Private remittances and other transfers. ... . . ...... Lo — 18,630 — 19,530 "() 704 —5.185 ~-5,193 -5,377 —5.490 -5.680
11 Change m U.S. government asscts other than ofticial
reserve assets, nel (increase, —) ... ... L. -1352 -549 ~690 —358 162 —284 —21 —238
12 Change in U.S. official reserve assets (increase. —) . 5.346 —9,742 6,668 —523 7,489 =315 4,480 -236
13 Gold. ... A . 4] 0 0 0 0 0 0 0
14 Speciul drawing SPRY) . —441 —808 370 -133 848 - 146 72 -133
15 Reserve position m lmcrnauon.ll Monuar» Fund N 494 - 2466 - 1.280 -2 — 183 -28 1,055 54
16 Forelgp currencies. . ... . ... L o 5.293 -6463 7578 -170 6.824 —1dd 3.353 - 157
17 Change m U.S. private assets abroad fincrease. —) —165.510 -296916 — 358,422 —48.817 —85,193 —153,837 —132,428 —95.018
18 Bank-reported clams®. . ..., S —4.200 —75.108 ~98.186 192 —33,589 — 66,657 ~62.026 —29.612
19 Nonbank-reported Llalms .. -131,739 —34.997 —64,234 —5,047 ~17,294 -26.115 -29,466 .
200 U.S. purchases of foreign <ecurmes net. .. BN - 60,309 —-100,074 — 108,189 -20,328 -23.206 —30,200 -14.510 ~21.325
21 U.S direct investments abroad. net. ., . . FE ~69.262 ~36,737 --87.813 -23.634 —11,104 —30.865 —26.426 -29.081
22 Change m foreign official assets in United States gnerease. +). ... L. 41385 110.729 122,354 13,154 24,089 33,097 28,891 -3.719
23 US. Treasury securities. . ........... . .. 30,750 08,977 111.253 —3.383 25472 33,564 23.289 8444
24 Other U.S. government obligation; 6.077 1.735 4381 1,258 1,217 1.854 651 644
25 Other U.S. government liabilitiex? 2,366 744 720 ~204 907 160 478 804
26 Other U.S. liabilities reported by 3,665 34,008 4,722 14,198 -1,922 —4.270 7.698 2.346
27 Other forcign official agsets 2473 3,265 1,278 1.285 -1.585 1.789 -3.225 93]
28 Change 1n foreign pvate assets m Linited States Gnerease, +) 256952 330,505 425,201 92.960 134540 161.482 153,347 155368
29 US. bank-reported habibues® ... . . 104,338 0,176 5,784 2.319 2.040 38,960 17.387 27.143
30 U.S. nonbank-reported Labilities. ... .., .. ~7.710 34,588 31,786 7.288 20.610 -2,912 15210 .
3t Foreign private purchases of U.S. Trcdsury \tl,Ull[lCS, net....... 34274 99,548 155,578 31212 43,402 67,338 . .
3 Forcmn purchases of other U.S. «ecurities, net . .. 56.971 96,367 133,798 29,761 35,115 32,447 38.820 51,537
33 F()rcmn direct investments 10 United States, net .. .......... 45.679 67.526 76.955 17.440 25,977 17,661 30,641 28,872
34 Allacation of special drawing rights. ... 0 0 [} Q Q0 0 4] 4]
35 Diserepancy . -3.283 — 14931 —46927 —20.831 —-38,154 —-3.26% - 14297 ~-17,127
306 Due to scasona ﬂd)uslmem - . NN .. .. . -1.076 830 2,669 7,059 -1.768
37 Betore seasonal adjustment ... .. .. N —3284 — 14,931 -46.926 — 19,755 -30424 —5.938 -21.356 —15,359
MEMQ
Chunges w official assets
38 US. official reserve assets anerease, —) . . . . o....... 5,346 —-0.742 6,608 -521 7.489 =315 4,480 - 236
39 Foresgn official assets iy United States, cxdudma line 25
(increase, +) .. ... Ce e P 38,019 109,985 121,634 12358 23,182 32,937 28,413 -4.523
40 Change i Orgamization of Petrolenum Exporting Countries official
assets in United States (part of line 22)  .............. ... -1.529 4.239 12.278 5.239 5263 RIRTAY 9.272 2.563
1. Seasonal factors are not calculated for lines 12-16. 18-20, 22-34. and 38-40. 4. Associated primarily with mulitary sales contracts and other transactions arranged with
2. Data ase on an international accounts basis The data differ from the Census bass data. or through foreign ool upencies
shown in table 3.11. for reasons of coverage and tming. Military exports arc excluded from 5. Consists of investments i US. corporate stocks and m debt securities of private
merchandise trade data and are included in line 5. corporahions and state and local governments.
3. Reporting banks include all types of depository mstitutions as well as some brokers and SOURCE. U.S. Department of Commerce, Burcan of Economic Analysis, Survev of Current

dealers. Business.
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3.11 US. FOREIGN TRADE'
Millions of dolars: monthly data seasonally adjusted
1997
{ftem 1994 1995 1996
Jan' Feb.' Mar " Apr.” May* June Juby?
1 Goods and services, balance ... .. —104.416 —101,857 —111,040 ~11.610 -9,856 —7,831 —8,794 —9,557 -8,293 — 10,344
2 Merchandise. . . . -166.192 —173,560 —191.170 —1R.148 — 16,761 —14.877 —15,527 —16,363 ~15244 —17.108
3 Services . 61,776 71,703 80130 6,538 6,905 7.046 6.733 6,806 6,951 6.764
4 Goods and services. exports . ... 699,646 794,610 848,832 71.848 74,282 78124 77,791 77,742 78.515 77.381
5 Merchandise .. e 502.398 575,87t 612.069 51,686 53.687 57.155 57,162 56,871 57,378 36451
6 Services ... oo 197.248 218739 236,764 20,162 20,595 20,969 20,629 20871 21,137 20930
7 Goods and services, imports. ... ..., —804.062 —896.467 —959,873 —83.458 —84,138 —85.955 —86,585 —87.299 - 86,808 —-87.72s
8 MCT?hﬂlldlhe. - BN — 668,590 —74943] —803.239 —69,834 —70.448 -72.032 ~72.689 ~73,234 -72.622 —173.559
9 Services ... = 135472 —147.036 —156.634 —13.624 —13,690 —13923 —13.896 - 14,065 — 14,186 - 14,166
1. Data show monthly values consistent with quarterly figures n the U.S balance of SOURCE. FT7900, U.S Depariment of Commerce. Bureau of the Census and Bureau of
piayments accounts. Economic Analysis.
3.12 U.S. RESERVE ASSETS
Millions of dollars, end of period
1997
Assel 1994 1995 1996
Jan. Feb Mar. Apr. May June July Aug?
I Total..... . ........ ........... 74,335 85,832 75.090 68,200 67,482 67,222 65,873 68,054 67,813 66,120 66,641
2 Gold stock, including Exchange
Stabilization Funq' 11,051 11.050 11.049 11.048 11,051 11.050 11,051 11.051 11.050 11,051 11,051
3 Special drawing rights™ . 10,039 11,037 10312 9.793 9,866 9879 9,726 10.050 10.023 9810 9.985
4 Reserve position in Internat
Fund® ..... .. ... 12,030 14,649 15,435 14372 14.037 13,846 13.660 13,805 13,805 13.677 13,959
5 Foreign currencies” 41.215 49096 3R.294 32987 32,528 32,447 31436 32938 ‘ 32,935 31,582 31.646
|

. Gold held “under carmark™ at Federal Reserve Banks for forcign and international
accounts 15 not inctuded in the gold stock of the Unned States; see table 3.13, line 3. Gold
stock is valued at $42.22 per fine troy ounce

2. Special drawing rights (SDRs) are valued according to a techmque adopted by the
International Monetary Fund (IMF) in July 1974, Values are based on a weighted average of
cxchange rates for the currencies of memher countries. From July 1974 through December
1980, sixteen currencics were used: since January 1981, five currencies have been used. U.S.

SDR holdings and reserve positions in the IMF also have been valued on this basts since July
1974,

3 Includes allocations of SDRs by the [nternational Monetary Fund on Jan. | of the year
indicated. as follows: 1970—%$%67 million; 1971—3$717 million; 1972—8$710 million; 1979—
$1.139 million: 1980—%1.152 million; 1981—3%1,093 million; plus net transactions in SDRs.

4. Valued at current market exchange rates.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS'
Millions of dollars. end of period
1997
Assct 1994 1995 1996

Jan. Feb. Mar Apr. May June July Aug.P

| Depasies L. 250 3R6 167 167 229 16 169 176 178 175 169
Held i custody
2 U.S. Treasury Securitien” . .o 441,866 522,17 638,049 646,130 662,375 672,059 668,536 662,747 652,077 653,157 660,461
3 Earmarked goldi ...................... 12,033 11,702 11,197 11,197 11,175 11,034 10,944 10,868 | 10.794 10,793 10.793
|

1. Excludes deposuts and U.S. Treasury <ecurities held for internanonal and regional
organizahons.

2. Marketable U.S. Treasury bills, notes. and bonds and nonmarketable U.S. Treasury
secunties, in each case measured at face (not market) value.

3 Held in foreign and international accounts and valued at $42.22 per fine troy ounce; not
included in the gold stock of the United States.
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

1997
Ttem 1995 1996
Jan! Feb' Mar” Apr. May" June July?
bBotal' ... e 630,918 759,065 769,763 778,771 786,483 781.661 785,858 781,036 781,251
By rvpe 5
2 Liabilities reported by banks in the United States™ ......... ..... 107.394 113,098 120,945 118,026 120,616 118,824 127,075 125,064 129,047
3 US. Treasury bills and certificates”. . .......... .. ... ... ..... 168,534 198.921 193.621 196,555 196.219 186,432 178,366 163,949 161,454
U.S. Treasury bonds and notes
4 Marketable.. .. ... 293,690 380.565 388,396 398.519 405.625 413,007 416,383 426,757 424,258
S Noamarketable', . ... . ... o 6,491 5.968 6.007 6.043 6.084 5,692 5,730 5,767 y
6 U.S. securitics other than U.S. Treasury securities™ ......... . ... 54,809 60,513 60,794 59,628 57,939 57.706 58.304 59,499 60,688
By area
7 Eumpel .................... 222,406 257 480 266,645 265,441 269,222 268.321 268,538 272,923 270,648
8 Canada...... ... .... . 19473 21,343 21,151 21,237 21,997 19.677 20.196 20,577 21,009
9 Latin America and Canbbean ...... .. 66.721 81,887 77.543 79.543 81.088 77,369 82,662 90,238 94,809
10 Asia... ... L . 311.016 385.048 392,930 401423 401,345 403,832 402,491 382297 380,334
F1OAfrica. ..o 6,296 7,379 6,717 7411 7.908 7.765 8,643 8,890 8,882
12 Other countries .. ... i 5.004 5.926 4,775 3714 4,921 4,695 3.326 6,109 5,567

1. Includes the Bank for International Settlements

2. Principally demand deposits. time deposits, bankers acceptances, commercial paper,
negotiable time certificates of deposit, and borrowings under repurchase agreements.

3. Includes nonmarketable certificates of indebtedness and Treasury bills issued to official
nstitutions of foreign countries.

4 Excludes notes issued fo foreign official nonfeserve agencies. Includes current value of
zero-coupon Treasury bond issues to foreign governments as follows. Mexico. beginning
March 1988, 20-year maturity issue and beginning March 1990, 30-year maturity issue;

Venezuela, beginmng December 1990, 30-year matunty issue: Argentina, beginning April
1993, 30-year maturity issue.

5. Debt securities of U.S. government corporations and federally sponsored agencies, and
U.S. corporate stocks and bonds.

SOURCE Based on U.S. Department of the Treasury data and on data reported to the
department by banks (including Federal Reserve Banks) and securities dealers in the United
States. and on the 1989 benchmark survey of foreign portfolio investment in the United
States.

3.16 LIABILITIES TO, AND CLAIMS ON. FOREIGNERS Reported by Banks in the United States'

Payable in Foreign Currencies

Milhions of dollars, end of period

1996 1997
Item 1993 1994 1995
Sept. Dec. Mar. June
| Banks™ liabilities. ... ... ... i . 78,259 89,258 109,713 111,140 103,383 109,238 109,433
2 Banks' clams ... ... Lo 62,017 60.711 74016 68,120 66,018 72,589 84,665
3 Deposits. N 20.993 19,661 22,696 24,026 22467 24,542 26,503
4 Otherclams ... ........... 41,024 41,050 51,320 44,094 43,551 48,047 58.162
5 Claims of banks™ domestic customers” 12,854 10,878 6,145 7.390 10.978 9,357 11,292

| Data on claims exclude foreign currencies held by U.S. monetary authorities.

2. Assets owned by customers of the reporting bank located 1n the United States that
represent claims on foreigners held by reporung banks for the accounts of the domestic
customers.
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'
Payable in U.S. dollars
Millions of dollars, end of period
1997
Item 1994 1995 1996" T
Jan. Feb.” Mar" Apr” May" June July®
BY HOLDER AND TYPE OF LIABILITY
t Total, all foreigners. ....... . . . .. ........... 1,014,996 | 1,099,549 | 1,061,993 | 1,157.115 | 1.179,323 | 1,173,370 | 1,181,658 | 1,192,659 | 1,184,108 | 1,191,399
2 Banks' own lhabihties. . ... 7l8,591 753,461 758,998 765,290 782,753 782,904 796,583 812,038 801,609 805,275
3 Demand deposits. . 23,386 24,448 27.034 26,228 25,086 28,063 29,745 26,494 29,802 27.756
4 Time dcpmlls 18 512 192,558 187,956 187.265 190,257 189.873 183,860 184,347 186.166 186,729
5  Other' . ... ... 113,215 140,165 142,464 158,386 161,323 151.428 161,353 161,705 167,062 177.994
6 Own foreign offices 395,478 396.290 401,544 393411 406,087 413,540 21,625 439.492 418,579 412,796
7 Banks’ custodial liabilities® 296,405 346,088 402,995 391.825 396,570 390,466 385,075 380,621 382.499 386,124
8  US. Treasury bills and certificate 162,938 197.355 236,874 228.855 231,280 230.074 221,387 207.894 205,791 205,548
9 Other negotiable_and Ieadlly lransfcmh]e
ISITUMENS . . ... o L 42,539 52,200 72011 70.156 66,809 63.102 67,074 72716 75,236 78,348
10 Other . ... .0 0 L 90,928 96,533 94,110 92814 98 481 97,290 96,614 100,011 101.472 102,228
11 Nonmonetary international and regional orgamizations® . . . 8.606 11,039 13,972 14,957 14,714 12212 13.059 12,347 13,952 11,145
12 Banks' own liabilities 8.176 10,347 13,355 14,170 14,297 11,793 12,787 12,132 13,496 10,733
13 Demand deposits. . 29 21 29 55 51 49 30 16 775 86
14 Time deposn . 3,298 4,656 5,784 5,792 5,035 6,952 5,238 4.857 6,669 4,699
15 Other’ ... .. . 4.849 5,670 7.542 8,323 9,211 4,792 7.519 7.259 6,052 5,948
16 Banks' custodial liabilities® ... ... . . 430 692 617 787 417 419 272 215 456 412
17 US Treasury bills and certificates” ... ... 281 350 382 494 307 246 174 122 65 47
18 Other negotiable_and readily transferable
struments”. L L 149 341 265 293 110 158 98 88 383 365
19 L [} 1 0 0 0 15 0 S 8 0
20 Officral instwutions” ... . L 212,957 275.928 312,019 314,566 314,581 316,835 305,256 305.441 289.013 290.501
21 Banks® own liabilities 59.935 83,447 79,406 88,190 87,317 90,701 86,794 92 847 96,959 101.811
22 Demand deposits. . 1,564 2,098 1,511 1,280 1,378 2,390 2.345 1.857 1.559 1.714
23 Time depomlﬁ 23,511 30,717 33,336 32,646 34,457 32,691 33,428 36.627 39.693 41,936
24 Other® 34,860 50,632 44.559 54,254 51.482 55,620 51.021 54363 55.707 58,161
25 Banks' custodial liabilities”™ ........ .. .. ... 153,022 192,481 232,613 226,376 227,264 226.134 218,462 212,594 192.054 188,690
26 US. Treasury bills and certiticates”, ... .. ... ..... 139,571 168.534 168,921 193.621 196,555 196.219 186.432 178.366 163,949 161.454
27 Other neg.ouahle and readily transferable
instruments”. ... ... Ce e 13,245 23,603 33.266 32,595 30,362 29532 31.883 33976 27.676 26,683
28 Other. ... . ... ..o oo 206 344 426 160 7 383 147 252 429 553
29 Banks L. 678,532 691,412 694,835 679,921 693,210 697,208 710,687 718,551 728817 732053
30  Banks' own liabi 563.617 567.834 562,898 553,645 562,657 567.845 580,230 591,296 576,978 575459
3 Unaffiliated forclgn banks 168,139 171,544 161.354 160,234 156,570 154,305 158,606 151,804 158.399 162,663
32 Demand depoﬂlls . 10,633 11,758 13.692 12,898 11,642 13,360 14,909 12,957 14.954 13.761
33 Time depOSl . 114171 103.471 90,811 90,123 89,723 88,784 33,540 81.585 80,347 81,126
34 Other” . ..... 46,335 56.315 56.851 57213 55,205 52,161 60,157 57.262 63,098 67.776
KA} Own foreign offices™. ...... . . .. ... 395,478 396.290 401,544 393411 406,087 413,540 421,625 439,492 418.579 412,796
36 Banks' custodial liabilities™ - 114915 123,578 131,937 126.276 130,553 129.363 130.456 127.255 151,839 156,594
37 U.S Treasury bills and certificate R 11.264 15,872 23.106 20,962 19,499 19,088 19.567 14,127 27,115 29917
38 Other negotiable and readily trans
instruments 14.506 13.035 17.027 14,850 15.063 15,318 16,693 18918 28,867 20,201
39 Other ... . 89.145 94,671 91.804 90.464 95,991 94,957 94.196 94.210 95.857 96,476
40 Other foreigners . ............ ... .. 114,901 121,170 141,167 147,671 156,818 147,115 152,656 156,320 152,326 157,700
41 Banks’ own liabilit . 86,863 91,833 103,339 109,285 118482 112,565 116,771 115,763 114.176 117,272
42 Demand dep 11,160 10,571 11,802 11,985 12,015 12,264 12,461 11.664 12,514 12,195
43 Time deposlls 48,532 53,714 58,025 58,704 61,042 61.446 61,654 61,278 59,457 58,968
44 Other’ .. ... ... 27,171 27,548 335812 38.596 45425 38.855 42,656 42,821 42,208 46.109
45 Banks' custodial labtlities” . . ... L 28,038 29.337 37.828 33,386 38.336 34,550 35.885 40,557 38,150 40428
46 U.S Treusury bulls and certificates’ ... .. 11,822 12,599 14,493 13.778 14919 14,521 15,214 15.279 14,662 14130
47 Other negotiable and readily transferable
instruments’. ... Lo L 14,639 15,221 21483 22418 21,274 18,094 18.400 19.734 18,310 21,099
48 Other ... i iiiiis 1,577 1517 1880 2190 2.143 1,935 2,271 5,544 5,178 5,199
MEMO
49 Negotiable 1ime certificates of deposit in custody for
foreigners. ... ... PN 17,895 9.103 14,573 13,043 12,904 13,927 15,130 15.030 15,771 15419

1 Reporhing banks include all types of depository institutions as well as some brokers and
dealers. Excludes bonds and notes of maturites (onger than one year.

2. Excludes negonable lime certiticates of deposit, which are included (n “Other negotia-
ble and readily transferable instruments.”

3. Includes borrowing under repurchase agreements.

4. For U.S. bunks, includes amounts owed to own foreign branches and foreign subsidiar-
1es consolidated 1n quarterly Consolidated Reports of Condition filed with bank regulatory
agencics. For agencies, branches, and majorty-owned subsidiaries of foreign banks, consists
principally of amounts owed to the head office or parent foreign bank. and to foreign
branches, agencies, or wholly owned subsidianies of the head office or parent foreign bank.

5. Financial claims on residents of the Umited States. other than long-term securities, held
by or through reporting banks for foreign customers

6. Includes nonmarketable certificates of indebledness and Treasury bills 1ssued 1o official
institutions of foreign countries

7 Prncipally bankers acceptances. commercial paper, and negouable time certincates ot
depost.

8 Principally the Internauonal Bank for Reconstruction and Development, the Inter
American Development Bank, and the Asian Development Bank. Excludes “holdings of
dollars™ of the International Monetary Fund.

9. Foreign central banks, foreign central governments, and the Bank for international
Settlements.

10. Excludes central banks, which arc included in “Official mstitutions.”
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'—Continued

1997
Item 1994 1995 1996 T
Janf Feb © Mar. Apr' May' June JuiyP
AREA
50 Total, all foreigmers. .. ........ .. ... 10149961 1,099,549 11619931 LIS7,115 1 1,179,323 | 1,173,370 | 1,181,658 | 1,192,659 | 1,184,108 | L.191.399
S1 Foreign countries ... ... ..., 1,006,390 | 1.088,510( 1,148,021 | 1,142,158 | 1.164.609 | 1.16].158 | 1,168,599 | 1,180,312 | 1.170,156 | 1,180,254
S2 BUrope. ... ...l 390,869 362,819 376,590 386,732 386,958 382.048 381,047 381,953 397.372 408.238
53 Austria.............. 3,588 3.537 5.128 43818 4,034 4.606 3,083 3,354 3,254 3.258
54 Belgium and Luxembourg 21877 24792 24,084 22988 24111 22,327 19.266 21.269 41,306 41,522
55 Denmark 2384 2921 2,565 2323 1.594 1827 1782 2412 2.098 2289
56 Fimland........ ... ol Ll 1,436 2.831 1.958 2.658 2,663 2422 3,149 1,868 1.85] 1814
57  France .. .. 44,365 39.218 35,078 34.921 35,040 35,389 40,791 38,888 41,269 43,465
58  Germany .. 27.109 24,035 24,660 25,048 24,269 25517 25,819 26,083 26,687 26,024
59  Greece........ 1,400 2014 1.835 2.0 1.951 2419 1,740 2,296 1701 1,726
60 Ttaly......... 10.885 10.868 10.946 10,619 10,810 8,844 9.502 9,693 10.191 9.493
61 Netherlands 16,033 13,745 11,110 9.854 11.005 11.076 12.008 8,702 8,298 8,440
62 Norway .. 2,338 1,394 1.288 1.860 1.538 1,896 1.357 1,121 841 846
63 Portugal . . 2,846 2,761 3,562 3,610 3493 3,022 3.010 2712 2,583 2,075
64 Russia . 2,726 7,948 7.623 7.281 6,991 7.859 7.863 9.582 12,302 13,604
65 Spain.... 14,675 10,011 17.707 20,164 18,238 18,854 17,697 15,027 16.274 15,158
66 Sweden 3,094 3,246 1623 2157 1.529 2,119 2.216 1.658 1518 1,925
67 Switzerland . 40,724 43,625 44538 43.577 47.013 43.635 42,137 44031 39.127 44,332
68  Turkey......... 3.341 4.124 6,738 7.066 6,763 7,191 6,585 6.757 6.545 6,594
69 United Kingdom . . . . 163,733 139.183 153420 158,767 158,389 155,943 158,225 162,600 157,037 161.430
70 Yugoslvia'T. L L - . 245 177 206 212 384 248 266 324 228 267
71 Other Europe and other former US.S.R.'Z ... ... .. 27.770 26,3189 22.521 25507 26,243 26.854 24,551 23876 24,262 23,976
72 Canada . ....... e e 24,768 30,468 38,920 35.552 34.564 38.057 40,335 38.435 37,976 30,430
73 Latin America and Caribbean .. .. .......... ...... 423847 440,213 467,374 457339 474,500 467.254 479,347 494,584 494.326 496,812
74 Argentina.. ... .0 il . 17.203 12235 13.877 16,610 17.232 16.907 14,224 16486 18.298 17,100
75 Bahamas ...... e 104014 94,991 88,895 91,104 98,799 90.075 105465 100,804 90.171 92,156
76 Bermuda ..... . . ....... . . ... 8424 4.897 3,527 5.334 9.060 8416 7.202 6.334 5.359 5.897
77 Brazil.......... 9,145 23,797 27,701 22.493 23.888 23,723 23,408 25452 26,059 28,340
78 W 229,599 239,083 251,310 245,221 249,127 254,811 251,752 268,415 270,462 261,600
79 3127 2,826 2915 2,987 3,484 3,309 3117 3.239 3371 3,440
80 4615 3,659 3.256 2,791 2,855 2.807 3.165 2776 2,836 2,652
8l 13 ] 21 18 18 18 52 54 55 54
82 875 1314 1.767 1.617 1.633 1484 1469 1,608 1,466 1,640
83 1,121 1,276 1.282 1.348 1410 1,378 1514 1.457 1,497 1455
84  Ja 529 481 628 576 576 585 525 472 465 532
85  MeXicO.. ... .. ... e 12,227 24,560 31.240 27.149 27.455 27,299 27855 28224 32,617 34,579
86  Netherlands Antilles 3217 4.673 6,099 6.609 6,176 3,590 5.486 3,755 6.134 10,986
87 Pamama ... ... L L 4,551 4.264 +.099 3871 4.156 3868 T4 4.026 3991 4,424
88  Peru 900 974 834 967 917 926 881 1117 919 958
89  Uruguay 1.597 1,836 1,890 1.917 1,859 1842 1753 2,062 2,153 2,392
90 Venezuela ... .. ..o 13.986 11,808 17.363 18.12 18.128 18.456 18.968 18.899 19,187 16,095
91 Other . ....... ool e 6.704 7.531 8.670 8.606 7.727 7.760 8,800 9,404 9.286 9.512
92 Asta ... L.l e e e 134.346 240,595 249,083 247.069 254022 257.794 250,097 249134 222673 226939
China
93 Mamlund ... 10,066 33,750 30,438 27,914 31,631 31,366 28.575 29,429 7,283 9,480
94 9,844 11.714 15.995 16.686 15623 15,803 14.664 12,442 12,364 13,464
95 17,104 20,197 18.789 19.869 20.064 20,107 18.941 19,367 20,231 18.735
96 2,338 3.373 3930 432 4.746 5.428 4.755 4.367 4.24( 4,554
97 1,587 2.708 2.208 2.160 2474 2.679 2,430 2.770 2531 2,818
98 5,157 4,041 6.051 6.608 5,963 6,097 6416 5.751 5,180
99 62,981 109,193 117.316 114,826 122760 122,218 118,923 118,407 118,410
100 5,124 3,749 5.949 6.056 6.555 7.158 7,866 7,658 8,928
101 Philippines. . . .. 2714 3.092 3.378 2340 2,389 2.340 2,387 2,469 2,908
102 Thailand. . . . 6,466 12,279 10,912 9873 lO 752 9.394 10.361 7.808 6.160 5.262
103 Middle Eastern oil- promng countries'?, | S 15,494 15,582 16,285 15.065 14.920 13.686 14.217 14,426 12,947 13.502
104 Other ... 15471 18917 17.742 21.349 22,929 21.664 18.341 22,903 22,631 23.698
105 Africa. ... ool e 6,524 7.641 8.116 8,498 8,17t 8597 9.012 9.872 10,083 9.752
106 Egypt.. 1.879 2,136 2,012 1,943 2,043 2010 2,056 2,257 1,986 1921
107 Morocco 97 104 112 i 97 107 130 91 66 112
108 South Africa . 433 739 458 610 720 827 784 2,004 1770 1698
109 Zaire 9 10 10 5 7 9 +4 9 39 8
110 Qil-exporting countries'™ .1 1 1.343 1.797 2,626 3,103 2481 2,945 3344 2731 3,153 2991
It Other ... Lol 2763 2.855 2.898 2.726 2823 2,699 2,694 2.780) 3,069 3.022
112 Other .. ..o oo 6.036 6,774 7.938 6.968 6.394 7.408 8.761 6.334 7,726 8.083
113 e e R 5.142 5,647 6,479 5739 5.170 6.066 7,546 4,99] 6,432 6,782
114 Other................ ... ... i i 394 1,127 1,459 1.229 1.224 1,342 1,215 1,343 1.294 1.301
[15 Nonmonetary international and reglondl organizations. . 8,606 11.039 13.972 14,957 14714 12.212 13.059 12,347 13,952 11,145
116 International™ ... . . ... . ... o 7.537 9.300 12099 13.338 13088 10.292 11.691 10.673 12,297 9,690
117 Latin Amencan regxonal"' .................. 613 893 1.339 1.103 1.220 1.459 1050 1435 1071 794
118 Other regional' 7 ... 456 846\ 534 516 406 461 318 239 584 661

11. Since December 1992, has excluded Bosnia, Croatia, and Slovenia.

12,

Includes the Bank for International Settlements. Since December 1992, has

mcluded all pants of the former U.S.S.R. (except Russia), and Bosnia, Croatia. and Slovenia.
13. Comprnises Bahrain. Iran, Irag, Kuwait, Oman. Qatar, Saudi Arabia, and United Arab
Emirates (Trucial States).
14. Comprises Algeria, Gabon, Libya, and Nigeria.

for International Settlements. which 1s included in “Other Europe.”

15. Principally the International Bank for Reconstruction and Development Excludes
“holdings of dollars™ of the International Monetary Fund.
16. Principally the Inter-American Development Bank.
17. Asian. African, Middle Eastern. and European regional organizations, except the Bank
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3.18 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States!
Payable in U.S. Dollars

Millions of dollars, end of period

1997
Area or country 1994 1995 1996
Jan. Feb. Mar. Apr. May" June July?
1 Total, all foreigners. ............... ... ........... 485,432 532,444 600.619" | 607,456" | 633,624" | 636.599" | 641,011" 632,224 651,453 677,177
2 Foreign countries ....... PR 480,841 530.513 598,015" | 605,684" | 631,369" | 635093 | 638,723" 629,892 649,523 676,024
3 Europe e P e 124,124 132,150 166,489 178,480 193,227 204.786' 183.012° 195,964 192.446 186.520
4 Austria e 692 565 1.662 1,643 1,284 1,911 1.541 1,440 1,394 1,690
5 Belgium and Luxembourg .. ... B 6,923 7.624 6,727 7,611 6,855 8439 8,054 8017 8.159 8.089
6  Denmark ............. - .. . . 1,129 403 492 678 571 546 888 924 981 306
7 Finland . . 5t2 1,055 971 1,144 976 1,684 1.194 i.121 1,414 1.247
8  France ... 12.149 15,033 15,246 18.111 20,576 24,929 15.306 17,492 16,764 18,694
9 Germany 7.623 9,263 8472 9,659 9,077 11971 9,532" 9.054 10075 8.404
10 Greece 604 469 568 636 530 755 453 477 630 461
11 Italy . 6,044 5,370 6,457 5419 5,587 6427 6,166 6478 7.865 7443
12 Netherlands 2,960 5.346 7,080 8.119 8.658 76127 8.866 8190 10.687 12,050
13 Norway ...... 504 663 808 1.058 766 1.226 846 1.199 750 EEN
14 Portugal 938 888 418 420 30 421 326 306 468 439
15 Russia 973 660 1.669 1,673 1.704 2028 1,799 1.881 2,020 2.098
16 Spain .. 3536 2.166 3,211 6,507 5,407 6.633 6.301 5.854 6.811] 6.583
17 Sweden .. .. .. 4.098 2,080 2.673 2.013 2,314 2311 1,942 L.870 2,539 1740
18 Switzerland 5,747 7474 19.798 21457 25,258 20855 21.301 24574 22,500 24883
19 Turkey 878 803 1,109 1.029 1,221 1.236 1,216 1.306 1,392 1.362
20 United Kingdom 66,863 67,784 85.057 86,711 96,988 99,129 90.821 101.240 94.070 84,176
21 Yugoslavia® . 265 147 115 108 107 87 78 9 75 s
22 Other Europe and other former USS.R.F. 1,686 4,355 3.956 4,484 5038 6.586 6,382 4462 3.852 5.535
23 Canada ... ...... ..... S 18,490 20.874 26,436 26.348 27.881 35782 33,579 31486 35916 26,371
24 Latin Amenca and Caribbean .. .. e e 224,229 256.944 27427 271,654 275.255 261.155 282,475 264,375 281.227 300.544
25 Argentina . L. 5854 6.439 7,400 6,987 6952 6.995 6.884" 7.251 7,293 7088
26 Bahamas 66,410 58,818 71.871 62,679 66,771 67.728 68,219 65.546 66.804 69.819
27 Bermuda 8,533 5,741 4,103 4,444 5,980 6.216 8.132" 6,603 7.086 8,226
28  Brazil ... 9.583 13,297 17,259 17.620 17,758 17,752 17,590 18,588 18.757 18915
29 British West Indies 96,373 124,037 105,510 108.643 110,143 98,778 111,276 106.895 122,079 134,119
30 Chile. .. ... 3.820 4,864 5,136 5.509 5,602 5.784 5.636 5,745 5,599 6.102
31 Colomba . 4,004 4,550 6,247 6,166 6,033 6,099 6,026 6.041 6,324 6432
32 Cuba .. . S . 0 0 1} 0 0 0 0 0 0 0
33 EBeuador . . . Lol PN . 682 825 1031 1.079 1.134 155 995 1.092 1.132 1,165
34 Guatemala . NN 266 457 620 612 634 629 633 619 651
35 Jumaica 258 323 345 336 336 366 325 328 336
36 Mexico . .. ... 17,749 18,024 18,425 18,323 18,297 19516 20,292 19,168 19,201
37 Netherlands Antilles 1,404 9,229 25,209 27,675 24,250 18.926 25235 14.759 14,016
38 Panama . 2,198 3,008 2,786 2,796 2911 3110 3.243 3347 3.183
39 Peru 997 1.829 2,720 2.867 2,944 2,510 2,473 2,580 2,597
40 Uruguay . 503 466 589 623 766 741 682 735 705
41 Venczuela .. ... . . . . 1.832 1,661 1,702 1.599 1,452 1.516 1.558 3.710 1.794 2
42 Other ... 3,663 3,376 3,174 3,696 3292 3334 3,276 3.368 3,670 3,737
43 Asia e 107,800 115,336 122,478" 121327 127,042 124.292" 129,537 128.708 129.739 124.429
China
44 Mamland . ... ... .. e . K36 1.023 1401 2,035 1,766 1,456 2,201 2.168 2,023 2.389
45 Taiwan, . . .. . 1448 1,713 1,894 1.249 1.201 1.709 1,532 1.500 1,851 1,534
46 Hong Kong . P . . 9,212 12,821 12,802 11,764 11.877 14143 13,389 14,969 16,014 13878
47 India ........ P . .. 994 1,846 1,946 1,824 1,957 2,194 2,147 2,257 2.342 2184
48  Indonesia . . . 1,472 1,696 1.762 1,749 1,896 2,08] 2,206 2435 2,536 2,523
49 Israel ... . . . 688 739 633 692 617 612 586 909 631 855
S0 Japan ....... . . . 59.569 61.468 59,967 59.843 64,199 56,483 59.083 56484 59.679 55,660
51 Korea (South) . e . 10,286 13,975 18,901° 20,176' 19,993" 19,901' 20,802 20.864 20.601 21427
52 Philippines 663 1,318 1.697 1,492 1,794 1.600 1,746 1.937 2,115 1,722
53 Thaland . . L 2902 2,612 2.679 3,003 3,092 3429 3.233 3.069 3,187 2848
54 Middle Eastern oil-exporting countriest .. . . 13,982 9.639 10,424 B.582 8.889 10,078 11,315 11590 9.105 9.750
55 Other .. ... e e . 5738 6,486 8,372 8,918" 9,761 10.606 11,207 11526 9 655 9,658
56 Africa ... . . F 3.053 2,742 2776 2,731 2772 2735 3282 2.847 3.269 2128
57 Egypt N . . RAS] 210 247 246 245 244 231 270 312 267
58 Moroceo . 429 514 524 489 522 473 478 463 465 463
59 674 465 584 572 564 470 452 569 602 493
60 2 l 1] 0 0 ] 1 1] 0 0
61 856 552 420 408 474 605 1,177 679 1,129 1134
62 867 1.000 1,001 1.016 967 943 943 &66 761 768
63 Other e JE 3,145 2,467 5.709 5.144 5,192 0.343 6.838 6512 6,926 35,035
64 Austraha . . - e e 2,192 1.622 4577 3.743 3,176 4.10] 4,918 4,088 5,042 33.253
65 Other.... . . . .... . . ... e 953 845 1132 {401 RRUIY 2.242 1,920 2424 [,854 [.782
66 Nonmanctary international and regional orgamzations® . . . 4.591 1.931 2,604 1.772 2,255 1,506 2.288 2,332 1.930 1,153
1. Reporting banks include all types of depository institutions as well as some brokers and 4. Comprises Bahrain, [ran, Irag. Kuwait, Oman, Qatar. Saudi Arabia, and United Arab
dealers. Emirates (Trucial States).
2. Since December 1992. has excluded Bosnia, Croatia, and Slovenia 5 Comprises Algeria. Gabon, Libya, and Nigeria.
3. Includes the Bank for International Settlements. Since December 1992, has included all 6. Excludes the Bank for International Settlements, which s included m **Other Europe.”

parts of the former U.S.S.R. (except Russia), and Bosnia, Croatia, and Slovema
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3.19 BANKS OWN AND DOMESTIC CUSTOMERS™ CLAIMS ON FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars

Millions of dollars. end of peried

1997
Type ot claim 1994 1995 1996
Jan. Feb." Mar." Apt! May' June July”
I Total ... ... ......... e 601,814 655,211 744,634" . . 798,571 . . 813,669
2 Banks' claims Lo 485,432 532.444 600,619" 607.456' 633.624 636.599 641,011 632224 651,453 677,177
2 Foreagn public borrgwers. ... ..., . 23416 22518 22,241 26061 24,755 28.8604 29.176 27.264 29,265 26,807
4 Own foreign offices” R . 283015 307.427 342,508 330.261 360.541 360,340 362,790 367977 379421 371,168
5 Unafiibawed loreign banks ... . . 110.410 101.595 113.505 121.201° 118.091 118,444 116,071 113013 119,530 147,814
6 Deposis o . . L 59,368 37,771 33826 39,266 28,155 37.284 34.592 34.581 66,112
7 Other .. . . . S1,042 63,824 79.679 4,935 79.936 81,160 81.479 78.432 81.702
& Al other toreigners . R 68,591 100,904 122,365 129933 130.237 128,951 132974 123,970 130,348
Y Claims of banks™ domestic cosiomers® . 116,382 122,767 44015 . . 161.972 . N 162,216
10 Deposats ... L . . 64,829 58,519 77.673 . . 95.147 . . 94.591
1 Nezotable and readily transferable
mstruments” . . . . 36,111 44,161 51.207 . . 49.518 . . 50.30]
12 Outstanding cottections and other
claims ... AN 15,442 20,087 15.135 17.307 . 17,324
MEMO
12 Customer hability on acceptances. ....... . 8427 8410 10437 . . 11,247 . . 11,442
14 Dollar deposits in banks abroad, reported by
nonbanking business enterprises in the
United Siates™ ... 32.7% 717 42,679 43452 47.270 38,815 42,719 ‘ 44,870 18,358 39.664
L. For banks™ claims. data are moathly; tor claims of banks” domestic customers. data are principally of amounts due from the head office or parent toreign bank, and from foreign
tor quarter ending with month indscated. branches. agencies, or wholly owned subsidiaries of the head office or pacent foreign bank.
Reporting banks include all types of depository msttution as well as some brokers and 3. Assets held by reporting banks in the accounts of thewr domestic customers.
dealers 4 Principally negotiable time certificates of deposit, bankers acceptances, and commercial
2 Far U.S. banks. includes amounts due (rom own taresgn branches and foreign subsidiar- aper
tes consoltdated in quarterly Consolidated Reports ot Condition tiled with bank regulatory 5 Includes demand and tme deposits and negottable and nonnegotiable centificates of
agencies For agencies. branches. and majoniy-owned <ubsideanes of foreign banks. consists deposit denominated i U.S. dollars issued by banks abroad,
3.20  BANKS’ OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars
Millions of dollars, end of period
1996 1997
Matunty. by borrower and area’ 1993 1954 1995
Sept. Dec. Mar. June?
I Total ....................... o o 202,566 202,282 224932 232,997 257,924 276,080 271.822
By horrower
2 Maturity of one year orless . .. ... ... o . 172,662 170411 178.857 189.047 211,740 223817 201,120
3 Foreign public borrowers ... . . L. e 17.828 15435 14,9935 16,003 15411 19910 17.849
4 All other toretgners. . A RN 154,834 154970 163,862 173044 196.329 203.907 193.271
5 Matrity of more than one year . . . . . . . ... 29,904 31.871 16,075 43,950 16,184 52,263 60,702
6 Foreign public borrowers . . PN RN 10.874 7.838 7,522 6,922 6.815 8.861 11,215
7 Al other forcigners. . .. . . N 19.030 24033 38,553 37.028 39.369 43,402 49,487
By ureu
Matunty of one year or less
8  Europe .. 57413 56.381 55.622 58,545 55,513 75,011 69.261
9 7,727 6.690 6.751 8811 8,339 10,404 10322
60,490 59,583 72,504 79,622 103.254 96,867 87,059
41418 $0.567 40,296 37,199 38,135 36.495 38384
1,820 1.379 1,295 1,320 1,316 1,451 1,899
3,794 S.811 2,389 3,550 5.183 3,589 4,195
5,310 4,358 4995 71017 6,928 9,478 11.828
2,581 3,505 2751 3533 2,645 2953 3,152
14,025 15.717 27.681 21,382 24917 26,771 30,970
5.606 5.323 7941 9,808 9,392 10.773 12,508
1,935 1.582 1421 1,349 1.361 1,204 1,264
447 1.385 1.286 761 941 1,084 980
1. Reporting banks include all types of deposwtory stitunions as well as some brokers and 2. Maturity s ime remaining until maturity

dealers 3 Includes nonmonetary (ternational and regional organizations.
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3.21  CLAIMS ON FOREIGN COUNTRIES Held by U.S. and Foreign Offices of U.S. Banks'

Billions of dollars, end of period

1995 1996 1997
Arca or country 1993 1994
June Sept. Dec. Mur. June Sept. Dec. Mar. June?
I Total.. . . ... ..... .. ... e 409.5 499.5 S3L9 5353 5519 574.6 612.7 586.0 645.0 647.7 678.7
2 G-10 countries and Switzerland ..o o o . 161.9 191.2 106.5 2030 206.0 203.4 2269 2200 228.1 2315 2499
3 Belgium and Luxembourg . R . 74 72 9.7 1H0 13.6 1.0 1.4 1.3 11.7 14.1 9.3
4 12.0 19.1 199 18.0 194 17.9 18.0 17.4 16.6 19.9 17.9
5 126 24.7 30.0 27.5 273 35 34 339 29.8 321 34
6 77 11.8 10.7 12.6 1.5 13.2 14.9 15.2 16.0 14.4 0.2
7 4.7 36 4.3 4.5 37 3.0 4.7 5.9 39 4.5 6.4
8 27 2.7 3t 2y 27 3.3 2.7 30 2.6 34 3.0
9 Switzerland . .. 59 5.1 6.2 6.6 6.7 52 6.3 6.3 53 6.0 54
10 United Kingdom .. 344 33.8 87.1 804 824 84.7 101.6 90.5 104.6 99.2 109.7
Il Cunada S Co . 6.9 10.0 1.3 129 10.3 10.8 12.2 148 14.0 16.3 15.8
12 Japan ...l AP 17.6 211 244 6.6 8.5 227 23.6 17 236 217 274
13 Other industriashzed countries 26.5 457 433 50.5 S0.2 61.3 55.5 62.1 65.7 66.4 71.8
14 Austria ... . . 7 1.1 7 1.2 9 1.3 12 1.0 L1 1.9 1.5
15 Denmark, 1.0 1.3 11 18 2.6 34 33 1.7 LS 1.7 28
16 Finland ... 4 9 N} 7 8 7 6 6 8 7 1.4
17 Greece ... 3.2 4.5 5.0 5.1 57 5.6 56 6.1 6.7 6.3 6.1
18 Norway. ... 1.7 20 1.8 23 32 2. 23 3.0 8.0 53 4.7
19 Portugal . 8 1.2 1.2 19 1.3 1.6 1.6 1.4 9 1.0 1.1
20 Spain .. 9.9 13.6 13.0 13.3 1.6 17.5 13.6 16.1 13.2 14.4 154
21 Turkey 21 L6 14 20 1.9 20 23 238 2.7 27 3s
22 Other Western R 32 29 33 47 RE 34 4.8 4.7 6.3 5.5
23 South Africa. 11 1.0 =] (.3 1.2 1.7 2.0 1.7 2.0 1.9 1.9
24 Australia ... 23 154 142 174 6.4 207 19.6 22.8 240 244 27.8
25 OPEC? . o e 17.6 241 203 227 221 212 20.1 19.2 19.7 218 22.2
26 Ecuador . ....... ... Lo N 5 Ni 7 i 8 9 9 10 1.1 9
27 Veneczuela. 5.1 3.7 35 30 2.7 29 23 23 24 1.9 2.1
28 Indonesia . .. 33 3.8 4.1 44 4.8 4.7 49 54 52 4.9 5.6
29 Middle East ¢ NI 7.6 15.3 1.3 139 13.3 12.3 1.5 10.1 10.6 13.2 124
30 Afncan countries . 1.2 9 6 6 6 6 3 4 4 N 1.2
31 Non-OPEC developing countries . e 83.2 96.0 1037 104.1 112.6 118.6 126.4 124.1 130.1 128.1 140.7
Latin America
32 Argentinu. ... ... e o 7.7 11.2 12.3 10.9 12.9 127 14.1 15.0 14.3 14.3 16.4
33 Brazil e 120 8.4 10.0 13.6 127 18.3 217 17.8 20.7 220 276
34 4.7 6.1 71 6.4 6.8 6.4 6.7 6.6 7.0 6.8 7.6
35 Colombia ... ... 0 oo 2.1 2.6 2.6 29 29 29 28 31 4.1 37 R}
36 Mexico. D 17.9 184 17.6 16.3 17.3 16.1 15.4 16.1 16.2 17.2 16.6
37 Peru ... Lo e o e s 4 5 8 7 8 9 1.2 1.3 1.6 1.6 1.4
38 Other ...... L oL o i e 3.1 27 206 2.6 28 31 3.0 3.0 33 34 34
Asta
China
39 Mamland ... .. .. 2.0 1.1 1.4 1.7 1.8 33 29 2.6 25 2.7 3.6
40 Taiwan . . 7.3 9.2 9.0 9.0 9.4 9.7 9.8 103 10.2 10.5 10.6
41 India.......... 32 4.2 40 44 4.4 4.7 4.2 3.8 43 49 5.3
2 Dsrael........ B 4 7 5 ) 5 6 5 5 6 8
43 Korea (South) 67 16.2 18.7 18.0 19.1 19.3 7 21.9 215 14.6 16.3
44 Malaysia. ... 44 3.1 4.1 43 44 5.2 5.3 55 5.9 6.5 6.2
45 Philippmes 3.1 33 3.6 33 4.1 39 47 5.4 58 6.0 7.0
46 Thailand . . 31 2.1 38 39 4.9 5.2 34 4.8 57 6.8 7.3
47 Other Asia 31 4.7 35 37 4.5 4.3 4.8 4.1 4.1 43 4.7
Africa
48 Egypt. ..o oo e 4 3 4 4 4 5 5 b 7 9 L1
49 Morocco R 7 .6 9 9 N 7 8 7 7 6 .q
50 0e. o e 0 .0 4] 0 0 0 0 0 N 0 Q0
51 Other Africa’ .. ... . . . 8 6 8 9 8 8 1.0 9 9 9
52 Eastern Europe. . .. 3.2 27 1.8 34 a2 6.3 5.1 5.3 6.9 8.9 7.1
53 Russia? . 1.6 & 4 6 1o 1.4 1.0 1.8 3.7 35 4.2
54 Other .. ...... 1.6 1.9 1.3 28 32 4.9 41 35 32 5.4 29
55 Offshore banking centers.. ............... e 73.5 729 83.8 87.5 99.2 101.3 106.2 105.3 1349 131.3 1289
56  Bahamas. . . 10.9 10.2 84 126 11.0 13.9 17.3 14.2 20.3 209 16.
57 Bermuda.... ... 3.9 8.4 8.4 6.1 6.3 5.3 4.1 4.0 4.5 6.7 77
S8 Cayman Islands and other Bri . . . . 184 21.4 253 251 324 288 26.1 320 372 RS 352
59 Netherlands Antilles .. ... 2.8 1.6 2.8 5.7 10.3 (BN 13.2 11.7 26.1 19.9 15.8
60  Panama’.......... 24 1.3 1.2 1.3 1.4 L6 1.7 1.7 20 20 26
6l  Lebanon . ... .. N .1 1 N .1 .1 A B R - .1
62 Hong Kong. China. . 18.8 20.0 231 237 25.0 25.3 27.8 26.2 28.1 0.8 353
63 Singagure ...... . 1.2 10.1 14.8 1332 13.1 15.4 15.9 15.4 16.7 17.9 16.1
64 Other®. . .......... . 1 {0 Nt 1 .1 B B Bl A 3
65 Miscellancous and unallocated’ 43.6 66.9 716 64.2 57.6 62.6 72.7 50.0 ‘ 39.5 59.6 58.1
|
I. The banking offices covered by these data include U.S. offices and foreign branches of 2. Organization of Petroleum Exporting Countries, shown individually: other members of
U.S. banks, including U.S. banks that are subsidiaries of foreign banks. Offices not covered OPEC (Algeria. Gabon, Iran, Iraq, Kuwait. Libya. Nigeria. Qatar, Saudi Arabia. and United
include U.S. agencies and branches of fureign banks. Beginning March 1994, the data include Arab Emnrates); and Bahrain and Oman (not formally members of OPEC).
large foreign subsidiaries of U.S. banks. The data also include other types of U.S. depository 3. Excludes Liberia. Beginning March 1994 includes Namibia.

As of December 1992. excludes other republics of the former Soviet Union.
. Includes Canal Zone.

. Foreign branch claims only.

. Includes New Zealand. Liberia, and international and regional organizations.

institutions as well as some types of brokers and dealers. To eliminate duplication, the data
are adjusted to exclude the claims on foreign branches held by a U.S. oftice ar another foreign
branch of the same banking institution

These data are on a gross claims basis and do not necessarily reflect the ultimate country
risk or exposure of U.S. banks, More complete data on the country risk exposure of U.S. banks
are avatlable tn the quarterly Country Exposurc Lending Survey published by the Federal
Financial Institutions Examinauon Council.

[SR- NS
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3.22 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in

the United States

Millions of dollars, end of period

1995 1996 1997
Type of liability, and area or country 1993 1994 1995
Dec. Mar. June Sept. Dec. Mar.
FTotal oo 50,597 54,309 46,448 46,448 49,907 48,990 51,651" 54.822 54,616
2 Payable indollars .. ... ... oo o0 00 Lo 38,728 38,298 33,903 33,903 36,273 35385 36,421 39.003 39.361
3 Payable 1n foreign currencies e i 11,869 16,011 12,545 12,545 13,634 13,605 15230 15819 15,255
By type
4 Financial kabilites ........ . ... . ... 20.226 32,954 24.241 24241 26,570 24.844 25.492 26.049 25499
5 Payable in dollars ... .. 18,545 18818 12,903 12,903 13.831 12212 11.319 11,374 11,264
6 Payable in foreign currenctes 10.681 14.136 11.338 11,338 12,739 12.632 14173 14.715 14.235
7 Commercial habilives .. . . . . . . ... 2.7 21.355 22207 22207 23,337 24.14b 26.159° 28733 29117
8  Trade payables ....... . 8.802 10,005 11.013 11,013 10,815 11,081 11.791 12,720 11,515
9 Advance receipts and other liabilites .. . . ... 12,569 11,350 11.194 11,154 12,522 13.065 14.368' 16.013 17,602
10 Payable indollars ............ . . .. .. ... .. . ..... 20.183 19,480 21.000 21,000 22442 23,173 25002 27629 28,097
11 Payable in foreign currencies . ......... . . . ....... 1,188 1.875 1.207 1,207 895 973 1,057 1,104 1.020
By areq or country
Financial liabilities
120 Burope . ....... o 18,810 21,703 15.622 15,622 16,950 16,434 16.133 16,242 15.970
13 Belgium and Luxembour 175 495 369 369 483 498 547 632 769
14 France .............. 2.539 1.727 999 999 1,679 1,011 1,220 1,091 1,205
15 Germany . 975 1.961 1.974 1,974 2.161 1.850 2,276 1,834 1.589
16 Netherlands . 534 552 466 466 479 444 519 556 507
17 Switzerland . . . B 634 688 895 895 1.260 1,156 830 699 694
18 United Kingdom ........... .. .. ..... .. .. ... ... 13332 15,543 10,138 11138 10,246 10,790 9.884 10224 9,752
19 Canada ... 0 L0 0L 859 629 632 632 1.166 951 973 1.401 602
20 Latin America and Caribbean . .. ... 3,359 2,034 1.783 1,733 1.876 969 1.169 1,668 1.876
21 Buhamas ... ... 1,148 101 59 59 78 31 50 236 293
22 Bennuda 0 80 147 147 126 28 25 50 27
23 Brazil ...... 18 207 57 57 37 h 52 78 75
24 British West Indies . .. . . . . .. 1,533 998 866 866 946 826 764 1.030 965
25 Mexico ... . Lo 17 0 12 12 fo I 13 17 16
26 Venezuela ............ 5 5 2 2 2 1 ] 1 1
27 ASIa L 5,956 8,403 5988 5,688 6,390 6,351 6.969 6.400 6,347
28 Japan ... 4,887 7314 5436 5436 5.980 6,051 6.602 5,846 5771
29 Middle Eastern oil- -exporting countries! 23 35 27 27 26 26 28 25 72
3 Africa " 133 135 150 150 131 72 153 38 29
3 Oil-exporting countries” 123 123 122 122 122 ol 121 0 4]
320 Allother’ ..o 109 S0 66 66 57 67 95 340 675
Commercial liabilities
33 BUIOpe .. ... 6.827 6.773 7,700 7,700 8.425 7916 8,680 9.767 9,551
34 Belgium and Luxembourg 239 241 33 331 370 326 427 479 643
35 France ... 0S5 728 481 481 648 678 657 680} 680
36 Germany . 684 604 767 767 867 839 94y" 1.002 1.047
37 Netherlands . 688 722 500 500 659 617 668 766 553
38 Switzerland .. 375 327 413 413 428 516 405 624 481
39 United Kingdom . .. 2,039 2,444 3,568 3.568 1525 3,266 3,663 4.303 4165
40 Canada e .. . R 879 1.037 1.040 1,040 959 998 1134 1.0%0 1.068
41 Latin America and Caribbean [.658 1.857 1.740 1,740 2,110 2,301 2.386" 2,574 2,563
42 Bahamas ............... . . . ... 21 19 1 1 28 35 13 63 43
43 Bermuda 350 345 205 205 570 509 355 297 479
44 Brazil ...... ... .. ... ... . 214 [el 98 98 128 119 198 196 201
45 British West Indies . 27 23 56 56 10 10 15 14 14
46 Mexlt.o 481 574 416 416 468 475 446’ 665 633
47 123 276 22 221 243 283 341 328 318
48 10,980 10,741 10,421 10,421 10,474 11.389 12,227" 13,422 13,968
49 4,314 4,555 3 315 3315 3725 3,943 4,149" 4,614 4,502
50 1.534 1,576 1912 1.912 1.747 1.784 1,951 2,168 2495
S1 Africa 453 428 619 619 708 924 1,020 1.040 1,037
52 Qil-exporting countrie 167 256 254 254 254 462 490 532 479
530 Other’. ..o 574 519 687 6%7 J 661 ol 702 840 930

|, Comprises Bahrain, Iran, fraq. Kuwait, Oman, Qatar. Saudi Arabia, and United Arab
Emicates (Trucial States).

2 Compnses Algena. Gabon. Libya, and Nigeria.

3 Includes nonmonetary 1nternational and regional organizations.
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in
the United States

Millions of dollars, end of period

1995 1996 1997
Type of claim, and arca or country 1993 1994 1995
Dec. Mar. June Sept. Dec. Mar.
I Total ... 0 e 49,159 57,888 52,509 52.509 55,406 60,195 59,092" 63,642" 64,3437
2 Payableindollars ... ... ... .. ool 45,161 53,805 48,711 48,711 51,007 55,350 55,014 58,630 60,177
3 Payable in foreign currencies . 3,998 4,083 3.798 3.798 4,399 4.845 4,078 5.012 4,166
By 1ype
4 Financial claims ... ... 27,771 33,897 27,398 27.398 30772 35,251 34,200 35,268 36,788"
5 Deposits ......... ... e 15,717 18,507 15,113 15,133 17,595 19,507 19.877 21.404 19,628
6 Payable in dollars e 15,182 18,026 14.654 14.654 17,044 19.069 19,182 20,631 18.548°
7 Payable in foreign currencies 535 481 479 479 551 438 695 773 1.080"
&  Other financial claims ........ 12,054 15.390 12,265 12.265 13,177 15,744 14,323 13,664 17,160
9 Payable in dollars ... .. 10.862 14,306 10,976 10,976 11,290 13.347 12,234 12,069 15,383
10 Payable in foreign currencies 1.192 1,084 1.289 1,289 1,887 2397 2.08% 1,795 1777
11 Commercial claims .. ... o 21.388 23991 25,111 25,111 24,634 24.944 24,892 28.374° 27.555"
12 Trade receivables . 18.425 21.158 22,998 22998 22,123 22.353 22.454' 25.751" 24,801°
3 Advance payments and other claims ... o oL 2.963 2.833 2,113 2,113 2,511 2,591 2,438 2,623 2,754"
14 Payable indollars .. ... .. o oo 19.117 21473 23,081 23,081 22,673 22,934 23,598" 25,930 26,246"
15 Payable in foreign currencies  .............. L 2271 2,58 2,030 2,030 1,961 2,010 1.294 2.444 1,309
B\ areda or country
Financial claims
16 EUIOPE ...t 7.299 7.936 7.609 7.609 8,929 10.498 9.777 9,282 9.317
17 Belgium and Luxembourg .. c 134 86 193 193 159 151 126 185 119
18 France ........ ...... o 826 800 803 803 1015 679 733 694 761
19 Germany ....... ... s 526 540 436 436 320 296 272 276 324
20 Netherlands 502 429 517 517 486 488 520 493 567
21 Switzerland . N 530 523 498 498 470 461 432 474 570
22 United Kingdom . .......... ... . ... .. 3.585 4.649 4,303 4.303 5,568 7.426 6,603 6,119 6.075
23 Camada  .......oL Ll 2.032 3.581 2,851 2,851 5,269 4,773 4.502 3,445 4917
24 Latin America and Caribbean .............. ... ... ... 16,224 19,536 14.500 14,500 13,827 17,644 17,241 19,577 19.742°
25 Bahamas . . 1.336 2424 1.965 1,965 1,538 2,168 1,746 1.452 1.894
26 Bermuda . cee 125 27 81 81 77 84 113 140 157
27 Brazil ......... .. NN 654 520 830 830 1.019 1.242 1,438 1,468 1404
28 British West Indies . 12,699 15,228 10,393 10,393 10,100 13,024 12,809 15.182 15,166"
29 Mexico ........ . 872 723 554 554 461 392 413 457 517
20 Venezueld ... . . i 161 35 32 32 40 23 20 3l 22
3L ASIa L 1.657 1,871 1.579 1.579 1,890 1.571 1.834 2,221 2,068
32 e 892 953 871 871 1171 852 1.001 1,035 831
EX] Middle Eastern oil-exporting countries' ............... 3 141 3 3 13 9 13 22 12
3 Africa e e 99 373 276 276 277 197 177 174 182
35 Oil-exporting countries’® l 0 5 5 5 5 13 14 14
36 Allother’ ... o 460 600 583 583 580 568 669 569 562
Commercial claims
37  Europe.... T 9,105 9.540 9,824 9.824 9,776 9.842 9,288" 10,443 9.863"
38 Belgium and S 184 213 231 231 247 239 243 226" 364
39 France . 1,947 1,881 1.830 1,830 1,803 1,659 1,532 1.644 1.514
40 Germany . . 1018 1,027 1.070 1.670 1,410 1,335 1,250" 1.337° 1,364
41 Netherlands .. N 423 311 452 452 442 481 424 562" 582
42 Switzerland .. ... . . 432 557 520 5320 579 602 594" 642 418"
43 United Kingdom ... ... ... o 2,377 2,556 2,656 2.656 2.607 2,658 2516 2946 2.626"
44 Canada ...l 1,781 1,988 1951 1.951 2,045 2,074 2,083 2,165 2381
45  Latin America and Caribbean . ... ... ... ... ... ... ..., 3,274 4,117 4.364 4,364 4.151 4,347 4.409" 5276 5.067
46 Bahamas 11 9 30 30 30 28 14 35 40
47 Bermuda . 182 234 272 272 273 264 290 275 159
48 Brazil ....... S 460 612 898 298 809 838 968" 1.303" 1.216°
49 British West Indies . s 71 83 79 79 106 103 119 190 127
50 Mexico ...... S 990 1,243 993 993 870 1.021 936' 1,128 1,102
51 Venezuela 293 348 285 285 308 313 316 357 330
52 ASH e 6.014 6,982 7.312 7,312 7.100 6,939 7.289" 8,376" 8,348"
53 Japan . ... 2.275 2,655 1,870 1.870 2,010 1.877 1.919° 2,003 2,065
54 Middle Eastern oil-exporting countries’ .............. 704 708 974 974 1.024 903 945 971 1,078
85 AMTICE ... 493 454 654 654 667 688 731 746" 718"
56 Qil-exporting countri . 72 67 87 87 107 83 142 166 100
ST OO e 721 910 1,006 1,006 895 1054 1,092 1.368" 1,178'
1. Comprises Bahrain, Iran, Irag, Kuwait, Oman. Qatar. Saudi Arabia. and United Arab 2. Comprises Algeria, Gabon. Libya. and Nigeria.

Emirates (Trucial States). 3. Includes nonmonelary international and regional organizations.
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Millions of dollars

FOREIGN TRANSACTIONS IN SECURITIES

International Statistics C1 November 1997

1997 1997
Transaction, and area or country 1995 1996
Jan. — p
Tuly Jan. Feb. Mar. Apr. May June July
U.S. corporate securities
STOCKS
L Foreign purchases ............... e 462,950 623,760 543,739 73.036 73,051 68,450 70,267 82,604 87,060 89,271
2 Foreignsales .............. i 451,710 611,832 502,844 70,132 69,191 68,153 64,433 75.674" 76.826 78,435
3 Net purchases,or sales (=) ........ . . ... ....... 11,240 11,928 40,895 2,904 3.860 297 5,834 6,930° 10,234 10,836
4 Foreign countries . .. .. ... ... .. ... . . . . 11,445 12,002 40,927 2,905 3.860 289 5,854 6,949" 10,245 10.825
S EUIOPE .o 4,912 5,046 31,691 3.271 5,486 2,116 6,686 2.440 557 6,121
6 France ....... —1,099 -2354 2,153 532 427 =309 679 238 —602 1,188
7 Germany ... -1837 1,104 5,930 959 1,086 699 648 601 857 1,080
8  Netherlands . 3,507 1,389 1,332 322 —334 378 378 382 126 80
9  Switzerland .. .. -2,283 2,710 4,327 289 784 304 810 184 1,036 920
10 United Kingdom 8.066 4,119 10.545 -134 2,950 492 3.274 218 2,565 1,180
11 Canada ... ............... ~1,517 2,221 824 422 308 373 141 27 35 ~482
12 Latin America and Caribbean 5814 5,563 8.009 1,364 405 —1,433 -1.982 2,912 2,380 4.363
13 Middle East' ................ —337 —1,598 105 -1 26 10 203 —246 164 —51
14 Other Asia 2,503 906 -418 -2,175 —2.549 —894 729 1,541" 2.246 684
15 Japan -2,725 =372 2,715 —1,559 —500 —-253 1,294 1,763 1,121 849
16 Africa ........ s 2 —81 323 -8 58 96 =7 4 81 99
17 Other countries ....................o0 o o .ot 68 -55 393 32 126 21 84 271 —232 91
18 Nonmonetary international and
regional organizations ....... L —205 -74 -32 -1 0 8 -20 -9 —11 11
BONDS?
19 Foreign purchases ..... . .. ... .. 293,533 422,249 350,220 48,955 48.818 43455 42,663 44.729' 58,904 62,696
20 Foreign sales e 206,951 204,636 274429 37135 36,424 38,104 31,726 36.358 47,673 47,009
21 Net purchases, orsales (—) ....... . . . ......... 86,582 127,613 75,791 11,820 12,394 5351 10,937 83717 11,231 15,687
22 Foreign countries ........... .. ... . ... .. ... 87,036 127,442 75,718 11.824 12,381 5,337 10,941 8.463" 11,099 15,673
23 BUFOPE .\ o oottt et e . 70,318 75,722 47,350 6.088 9,612 4,572 5377 5.581" 7117 9,003
24 France . ......... i e s 1,143 5,124 1,663 73 290 340 602 -4 90 272
25 Germany ...l e 5,938 5,164 1,592 —274 184 493 30 145 ~-250 1.264
26 Netherlands . 1,463 2,440 1,626 337 125 105 67 978 154 —140
27 Switzerland . ... 494 1,053 —388 —-58 -189 98 189 —54 4 -378
28  United Kingdom 57,591 57,590 39,265 5,911 9,229 2,849 4313 3,868 0,522 6,573
29 Canada  ................... N 2,569 4,197 2,987 379 1,055 390 512 446 —98 303
30 Latin America and Caribbean ........... ......... 6.141 22,901 9,682 3,189 -627 —2.434 2,550 1,569 1.964 3,471
31 Middle Bast' ... ... 1,869 1,637 1,495 480 691 480 16 -179 16 -
32 Other Asia 5,659 22,715 12,615 1,661 1.231 2,165 2,185 874 1,800 2,699
33 Japan 2,250 13,644 8475 1.597 535 1,213 1.229 399 1,618 1.884
34 Africa . 234 600 778 89 243 47 190 44 61 104
35 Other countries ................. 246 -330 811 -62 176 117 111 128 239 102
36 Nonmonetary international and
regional organizations ... ................ . ~454 171 73 —4 13 14 -4 -92 132 14
Foreign securities
37 Stocks, net purchases, or sales (—) —50,291 —57,122 —33,263 —3.646 —4,353 —3,827 —4,089 —3.705" -6,334 -7,309
38  Foreign purchases ........ e 345,540 456,826 386,376 47,084 50,139 47,780 49,725 57.612 64,345 69,601
39 Foreignsales ........... ... .. . 395,831 513,948 419,639 50.730 54,492 51,607 53,814 61,317 70,679 77,000
40 Bonds, net purchases, or sales (=) . —48,405 —48,793 —23,695 =710 —1,626 —-2979 5,720 —1,328 - 13,006 —9,766
41 Foreign purchases ............. - 889,541 1,118,678 860,590 109,567 110,510 131,453 117,761 127,985 123,406 139,908
42 Foreignsales ............. .. ... ... . 937,946 1,167,471 884,285 110,277 112,136 134,432 112,041 120313 136,412 149,674
43 Net purchases, or sales (—), of stocks and bonds —98,696 | —105,915 | —56,958 -4,356 -5979 —6,806 1,631 —5,033" —19,340 | -17,075
44 Foreign countries ........................ ...... —97,891 | —105,044 | —57,278 —4,404 —6,061 —6,872 1,617 —5,090" ~-19,356 -17,112
45 Burope ... ... —48,125 —55948 | -10,033 740 —2,030 —3,005 5,732 377 —2.001 —9.,846
46 Canada .................... -7.812 —6,279 -2,793 525 1,855 -110 —239 —841 —2.169 - 1814
47 Latin America and Caribbean —7.634 -9,503 -19.470 —2.264 —1,574 —1,240 -1.286 —8473 -1,216
48 Asia ... ~34,056 —27,745 | -23,646 -2,830 -1,517 —3,650 -3.570 —5.885 -3910
49 Japan —25072 5,888 | -15797 ~332 —674 —2.349 -2.878 —4,945 —2.350
30 Africa .. e ~-327 —1,529 -820 34 -74 -121 15 —588 =79
51 Othercountries .......... ... . .. Lol 63 —4,040 -516 —609 -592 1,135 215 -240 —247
52 Nonmonetary international and
regional organizations. .............. ....... —805 —871 320 48 82 66 14 57 16 37

1. Comprises oil-exporting countries as follows. Bahrain, lran,

Saudi Arabia, and United Arab Emirates (Trucial States).

Traq, Kuwait, Oman, Qatar,

2. Includes state and local government securities and securiues of U.S. government

agencies and corporations. Also includes issues of new debt securthies sold abroad by U.S.
corporations organized lo finance direct investments abroad
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2.25 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Transactions'

Milhons of dollars; net purchases. or sales (—) during period

1997 1997
Ared or country 1995 1996
Jan.—
J\rxlly Jan Feb. Mar. Apr. May June July?
| Total estimated ....... ................... e 134,115 | 244,725 | 137,140 | 20,791 30,615 22,076 25,587 77517 25,114 5,206
2 Forelgn countries .. ... ... e 133,676 | 246.567 135,384 | 21.257 29,707 22,386 25127 7.908' 24,164 4835
FoBurope L 49,976 | 118,345 76,937 3,403 17,117 13,473 10,625 9.68% 10.393 12.238
4 Belgwn and Luxembourg . R 591 1.486 2,403 48 637 83 937 309° =37 406
3 Germany ..o o L 6,136 17.647 3.390 356 -1.227 —-3,124 - 1480 721 1.417 6.527
4 Netherlands . oo ..o L o0 L0 L 1.891 —582 1,784 -671 546 343 1.412 194 -8 368
7 Sweden . .0 L ool 358 2343 - 1035 -255 -346 581 —86 9 141 2
¥ Switzerland ~ 472 317 1.078 24 992 -1 431 1029 -223 329 141
9 United Kingdom N . 34754 65,381 50.994 1.936 13,423 14,242 6,482 6.95] 4.922 038
1o Other Europe and former U. RN B 6.718 31,743 18.323 1.548 3,072 3,541 2,331 1.636 1.029 1.756
11 Camada .. .. ...l L RPN 252 2.389 2367 667 -402 =317 17 348 1.27% 776
12 Laun America and Caribbean .......... PN 48.609 25.379 -4.302 9.813 =762 | —3336 1.381 —9,405 1.588 —-3548
13 Venezuela ........... .. ..o S -2 —69 863 -3 69 10 - 93 635 67
14 Other Latin America and Caribbean ... ... T 25,152 13,026 14.348 6.031 1,577 3,763 | —2,657 2.004 3106 524
15 Netherlands Antilles . ... oL 23.459 12422 | -19.573 3785 | —2408 | ~7.109 4.046 | —11,592 =256 | -4.139
16 Asia...... U 32.467 98.001 60,914 8.593 14217 12,227 13.200 7.536" 8406 -3.265
17 Japan 16979 41,390 35,183 4,264 6.326 1747 6,604 7,657 3.972 2613
18 Africa . . R 1.464 1,085 608 29 57 -2 -16 27 340 193
19 Other ... 908 1,368 ~1.080 | ~1,248 =520 361 -80 - 196 2162 - 1.559
20 Nonmonetary international and regional organizations ~— ....... 439 —1,842 1.756 —466 908 -310 460 ~157 9sQ 371
21 International ... e 9 -1,390 1.142 —484 530 -384 467 =172 1.0638 17
22 Laun American regional ... ... . ... L e 261 =719 388 -1 362 80 24 -2 =45 0
MEMO
23 Foreign countries . ........ .. P 133,676 246,567 135,384 21,257 29707 22386 25427 7.908" 24164 4.8235
24 Official institutions B e 39.631 86,875 43.693 7.831 10,123 7.106 7.382 1.376' 10L374 [ —2499
25 Other tareign . ... L Lo L] 94045 | 159,692 91.691 13426 19.584 13.280 17.745 4.532 13,790 T3M
Oul-expornng countries
26 Middle East® . ...l D 3075 10.227 5878 1.307 2604 2,533 2.879 ST 1735 | 2251
27 Africa® T, e 2 ! -6 0 -1 0 | -6 0 0
V Official and private transactions in marketable U.S Treasury sccurities having an 2. Compnses Bahram, Iran, frag, Kuwait, Oman, Qatar, Saud Arahia. and Umied Arab
original maturity of more than one year. Data are based on monthly transactions reporis. Emirates (Trucial States)
Excludes nonmarketable U.S. Treasury bonds and notes held by official instatutions of foreign 3. Comprises Algeria. Gabon, Libya, and Nigeria.
countnes.
3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS'
Percent per year, averages of daily figures
Ratc on Sept. 30. 1997 Rate on Sept 30. 1997
Country Country
. Mounth . Month
Percent ctfective Percent effective
Austria . . L L L Apr. 1996 Germany TR 25 Apr 1996
Belgium. Apr. 1995 Italy . L 6.25 June 1997
Capada . June 1997 Japan . . . 5 Sept 1998
Denmark Nov. 1996 Netherlands 2.5 Apr 1996
France” Tan. 1997 Switzerland 1.0 Sept 1996
]. Rates shown are mainly those at which the central bank either discounts or makes 2. Since February 1981, the rate has been that at which the Bank of France discounts
advances against eligible commercial paper or government secunties for commercial hanks or Treasury bills for seven to ten days.
brokers. For countries with more than one rate applicable to such discounts or advances. the
rate shown 15 the one at which it is understood that the central bank transacts the largest
proportion of its credit operations.
3.27 FOREIGN SHORT-TERM INTEREST RATES'
Percent per year. averages of daily figures
1997
Type or country 1994 1995 1996
Mar Apr May June July Aug Sepr.
1 Eorodollars. ..o oo 5.93 5.38 5.50 5.70 5.69 5.66 5.61 558 559
2 United Kingdom . 5 6.63 5.99 6.17 6.35 6.41 6.63 6.93 7.2 7.19
3 Cunada 557 7.14 4.49 325 349 335 330 3.57 67 3.66
4 Genmany. . . 5.25 4.43 3.21 316 314 309 3.05 306 319 3.24
S Switzerland 4.03 294 1.92 1.77 1.76 151 125 143 1.39 1.36
6 Netherlands . . . . .. 5.00 4.30 2.91 312 315 218 RAES 317 333 335
TFrance. ... 5.72 6.43 3.81 326 3.28 3.37 230 3.27 3.31 329
Sltaly ... 8.45 10.43 8.79 7.40 7.09 6.82 6.85 6.87 6.85 6.65
9 Belgum . . . . .. 5.65 4.73 3.19 3.40 322 322 3.23 339 3.55 3.55
1O Japan ... 2.24 1.20 58 .55 .55 58 60 67 .58 .55

t. Rates are for three-month interbank toans, with the following exceptions: Canada,
finance company paper: Belgium. three-month Treasury bulls: and Japan. CD rate.
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3.28 FOREIGN EXCHANGE RATES'

Currency units per dollar except as noted

International Statistics (3 November 1997

1997
Country/currency unit 1994 1995 1996
Apr. May June July Aug. Sept.
1 Australia/dollar® 73.161 74.073 78.283 77.868 77510 75.422 74.199 74.036 72310
2 Austria/schilling . . 11.409 10.076 10.589 12.050 11.998 12.158 12.620 12.946 12.568
3 Belgium/franc . . .. 33426 29472 30.970 35.328 35.188 35.651 37.040 38.011 36.876
4 Canada/dollar . 1.3664 1.3725 1.3638 1.3942 1.3804 1.3843 1.3775 1.3905 1.3872
5 China, P.R./yuan .. 8.6397 8.3700 8.3389 8.3257 8.3229 8.3224 8.3162 8.3187 8.3171
6 Denmark/krone . . . 6.3561 5.5999 5.8003 6.5226 6.4926 6.5804 6.8317 7.0109 6.8001
7 Finland/markka . . . 5.2340 4.3763 4.5948 5.1375 5.1444 5.1794 5.3164 5.5046 5.3455
8 Franceffranc. ............ 5.5459 4.9864 5.1158 5.7672 5.7482 5.8293 6.0511 6.2010 6.0031
9 Germany/deutsche mark . . . 1.6216 1.4321 1.5049 1.7119 1.7048 1.7277 1.7939 1.8400 1.7862
10 Greece/drachma. . ....................... 242.50 231.68 240.82 270.58 271.95 273.83 281.43 288.41 281.69
11 Hong Kong/dollar................. ... ... 7.7290 7.7357 7.7345 7.7483 7.7431 7.7445 7.7454 7.7436 7.7440
12 India/rupee. . .. ... . P 31.394 32418 35.506 35.828 35.825 35.820 35747 36.009 36.476
13 Jreland/pound”. ... ... .. ..o oLl 149.69 160.35 159.95 155.05 151.11 150.60 149.45 145.34 148.06
14 Mtaly/lira. ... ... 161149 1.629.45 1,542.76 1,694.52 1.684.33 1,694.54 1,745.91 1,797.12 1.743.22
15 Japan/yen. .............. ... oo, 102.18 93.96 108.78 125.64 119.19 114.29 115.38 117.93 120.89
16 Malaysia/ringgit ........................ 2.6237 2.5073 2.5154 2.5028 2.5070 2.5167 2.5815 2.7589 3.0254
17 Netherlands/guilder, . 1.8190 1.6044 1.6863 1.9256 19173 1.9438 2.0201 2.0709 20116
18 New Zealand/dollar’ . 59.358 65.625 68.765 69.220 69.097 68.713 66.097 64211 63.604
19 Norway/krone ... ... .. 7.0553 6.3355 6.4594 6.9932 7.0797 7.2240 7.4545 7.6224 7.3008
20 Portugalfescudo. ......... ... ol 165.93 149.88 154.28 171.77 171.72 174.56 181.20 186.50 181.49
21 Singapore/dollar ............... . ... ... 1.5275 1.4171 14100 1.4417 1.4368 1.4271 1.4521 1.4977 1.5164
22 South Africa/rand . 3.5526 3.6284 4.3011 4.4417 4.4668 4.5005 4.5611 4.6856 4.6890
23 South Korea/won . 806.93 772.69 805.00 895.57 894.67 891.40 893.09 898.71 912.50
24 Spain/peseta. .. ... 133.88 124.64 126.68 144.48 143.93 145.98 151.33 155.51 150.75
25 Sri Lanka/rupee. 49.170 51.047 55.289 58.826 58.862 58.531 58.732 59.189 59.713
26 Sweden/krona . ... 7.7161 7.1406 6.7082 7.6942 7.6856 7.7506 7.8188 7.9886 7.6887
27 Switzerland/franc . .. 1.3667 1.1812 1.2361 14618 1.4331 1.4424 1.4824 1.5128 1.4702
28 Taiwan/dollar........................... 26.465 26.495 27.468 27.629 27.791 27.903 28.032 28.824 28.731
29 Thailand/baht. .. ... .. P 25.161 24.921 25359 26.064 25.751 24.534 30.274 32.399 35.256
30 United Kingdom/pound~. ................. 153.19 157.85 156.07 162.93 163.22 164.49 166.94 160.35 160.13
MEMO
31 United States/dollar®. . ...............o.e. 91.32 84.25 8734 96.39 95.29 95.42 97.48 99.96 98.29

1. Averages of certified noon buying rates in New York for cable transfers. Data in this

table also appear in the Board’s G.5 (405) monthly statistical release. For ordering address,
see inside front cover.
2. Value in U.S. cents.

3. Index of weighted-average exchange value of U.S. dollar against the currencies of ten
industrial countries. The weight for each of the ten countries is the 1972-76 average world
trade of that country divided by the average world trade of all ten countries combined. Series
revised as of August 1978 (see Federal Reserve Bulletin, vol. 64 (August 1978), p. 700).
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DecembeEr 31, 1996 ..ottt et et e e aaans May 1997
March 31, 1007 Lo September 1997
JUNE 30, 1007 it s November 1997
Terms of lending at commercial banks
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February 1007 ..o May 1997
MY L0 o e October 1997
AUGUSE 1007 November 1997
Assets and liabilities of U.S. branches and agencies of foreign banks
September 30, 1996 ... e February 1997
| 1110 o T 1 T Y U May 1997
March 31, 1007 August 1997
JUNE 30, 1007 i e November 1997
Pro forma balance sheet and income statements for priced service operations
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September 30, 1006 ... o o January 1997
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A64  Special Tables [J November 1997

4.20

Consolidated Report of Condition, June 30, 1997

Millions of dollars except as noted

DOMESTIC AND FOREIGN OFFICES Insured Commercial Bank Assels and Liabilities

Banks with foreign offices’'

Banks with domestic
offices only

Item Total
Total Foreign Domestic QOver 100 Under 100
1 Total assets® ..................... PP 4,738,520 3,068,968 798,841 2,376,836 1,371.482 298,069
2 Cash and balances due from depository inStultons. . ... i 324.632 240,322 82,456 157.866 69.352 14,958
3 Cash items in process of collection, unposted debits. and currency and coin.......... 120,135 3,114 117,022 37518
4 Cash items in process of collection and unposted debits ... n.a. n.a. 92.541 25,459
5 Currency and coin. . . . n.a. n.a. 24 481 12.058
6 Balances due from deposlmry msmunons in lhe United States.. ... .. 30.057 11.063 18.994 19.360 nd.
7 Balances due from banks 1n toreign countries and foreign central banks. ... .. ... ... n.a. 75.627 68,171 7.456 4563
8  Balances due from Federal Reserve Banks . TS 14,503 108 14.394 7912 *
MEMO
9 Non-interest-bearing balances due from commercial banks in the United States
(included in balances due from depository institutions in the United States) .. ... .. n.a. n.a. 10.610 15,468 6.111
10 Total securities. held-to-maturity (amortized cost) and available-for-sale (tair value) .. ...... 810,507 405,251 51,735 353,516 319,624 85,631
11 U.S. Treasury SeCUrties .. ... e o e 161,267 71,427 2,359 69,068 68,266 21,574
12 US. government agency and corpomlmn obhgalum\ (excludes mortgage- backed
securities) . ... 136.204 34,458 95 34,363 70,568 31178
13 Issued by U.S. government agencies . . B 6,096 2,921 n.a. n.a. 2,225 951
14 Issued by U.S. government-sponsored agencies . ..... ... ... i i 130.108 31,538 n.a. n.a. 68,343 30,227
15 Securities issued by statcs and political subdivisions in the United States . ............... 75012 22,012 213 21.799 39,060 13.940
16 General obligations . . 56,181 15,655 n.a n.a. 30,322 10,204
17 Revenue obhgauons . 18.208 6,007 n.a. na. 8.511 3.691
18 Industrial dcvclopm;nl and similar obhg‘llm . . S 623 350 n.a. n.a. 227 46
19 Morngage-backed securities (MBS) .. ... ... L 342,641 201,952 4.737 197,215 124,481 16,209
20 Pass-through securities . ... .. .. S 233,891 143,115 4.594 138,521 80,773 10,002
21 Guaranteed by GNMA . 77,674 53,974 n.a. na. 20,576 3124
hal Issued by FNMA and FHLMC 153,993 87,508 n.a. na. 59.648 6,837
23 Privately issued. .. ...... ... . 2,224 1,634 9 1,625 549 41
24 Other mortgage- -backed securities (includes CMOs. REMICs. and stripped MBS) .. .. .. 108.751 58,836 142 58,694 43,708 6,207
25 [ssued or guaranteed by FNMA, FHLMC or GNMA . ... ... ... ... .. 88,460 46,163 0 46,163 36,462 5835
26 Caliateralized by MBS 1ssued or guaranteed by FNMA, FHLMC, or GNMA 233 929 n.a. na. Llel 242
27 All other mortgage-backed securities. 17,959 11,744 n.a. na. 6.085 130
28 Other debt securities . . 71,268 61,220 43.069 18151 8,680 1,369
29 Other domestic debt securities . na 15,033 991 13,043 8.302 n.a.
30 Foreign debt securities . n.a. 46,186 42,078 4,108 377 n.a.
31 Equity securities .. .......... 24.114 14,183 1,263 12.920 8,570 1,361
32 Investments in mutual funds and other eqmly securities with readllv determinable
fair value X,841 5,377 532 4,845 3,048 415
33 All other equity secur 15273 8,805 731 8.075 5.522 946
34 Federal funds sold and securities purchased under agreements to resell. .. ................. 244,290 195.190 79.011 116,179 38,097 11,003
35 Total loans and lease-financing receivables, gross ... ... ... i e 2,851,666 1,783,044 274,677 1,508.367 890,813 177.809
36 LESS: Unearned income on loans .. 4.635 2,112 881 1.2 1,809 714
37 Total loans and leases (net of unearned ncome) 2.847.031 1.780,932 273.796 1,507,136 889,004 177,095
38  Less: Allowance for loan and lease losses . 54.159 34,058 n.a. n.a. 17,534 2,566
39  LEss: Allocated transfer risk reserves . 39 39 n.a n.a 0 0
40 EQUALS: Total loans and leases, net . .. ... 2,792,833 1.746.835 n.a n.a 871.469 174,528
Total loans and leases, gross, by categon
41 Louns secured by real estate . . . .......... 1.186.598 629,927 28,620 601,307 456,609 100,062
42 Construction and land development. 36,986 37,508 7386
43 Farmband ... oo 3,148 11,556 11,356
44 One- to four-family residential pmperue\ 338,025 245.537 51.832
45 Revolving, open-end loans, extended under lines of credit n.a. na. n.a 61.162 28.790 2,552
46 All other Joans ......... 3’6 863 216,746 49.281
47 Multifamily (five or more) rusuﬂenlm] ,,,,,, 16,875 2,227
48 Nonfarm nonresidential properties. . ... 145,133 27.261
45 Loans to depository institutions . 91.349 87,045 24,576 4,190 113
50 Commercial banks in the United States. n.a 51,336 1.756 3.541 n.a.
51 Other depository institutions in the United States. n.a. 8,003 55 422 na.
52 Banks in foreign countries . n.a. 27,706 22,765 228 n.a.
53 Loans to finance agricultural producuon and other loans to farmers 43,490 9,376 R 15,293 18,821
54 Commerctial and industrial loans , . - 750,944 574,162 147,387 426,775 146,994 29,788
55 U.S. addressees (domicile) ............. n.a. 450,382 28,425 421,957 146,477 n.a.
56 Non-U.S. addressees (domicile) . . ... . ..o n.a. 123.780 118,963 4,818 517 n.a.
57 Acceptances of other banks . . .. 1912 1,630 937 693 224 57
58 US.banks........... n.a 295 2 293 n.a. n.a
59  Foreign banks ........ na 1,336 935 401 na. n.a
60 Loans to individuals for househo]d famlly, and other personal expenditures (includes
purchased paper). ............... ... 551,494 282,660 35,152 247,508 242,249 26,585
61 Credit cards and related plans .. .... ... 224372 102,936 n.a. n.a. 119,844 1,592
62 Other (includes single payment and instaitment) 327122 179,724 n.a. n.a. 122,405 24,993
63 Ohligations (other than securities) of states and pol 1 >ubd1v ions in lhe Umted States
(includes nonrated industrial development nbllgmons) PRI 17.866 10.172 5 10,167 6,831 863
64 All other loans ......... e 120,237 111.088 33,216 77,872 8,290 859
65 Louns to foreign gnvernmenls and ofticial institutions n.a. 8,066 7.376 690 a5 na,
66 Otherloans ................. .. RN na. 103,022 25,839 77,182 8,254 n.a.
67 Loans for purchasing and Larr\mg \ecunuec .. n.a. n.a. n.a. 19.825 1,557 n.a.
68 All other loans (excludes consumer loans) n.a. n.a. n.a. 57.357 6,697 na.
69 Lease-financing receivabtes .. .. ... .. 81776 76,983 3,903 73.079 10,132 661
70 Assets held in rading accounts ... ... . .. L0 Ll 270,792 269,640 ? 1117 1
7t Premises and fixed assets (mcludmg capnahzcd lease: 63,088 38,871 20,785 5,433
72 Otherreal estate owned . ............. ... ... ... 4,993 2,931 n.a. 1,623 440
73 Investments in uncon%nlldaled subsidiaries an assoclaled companies 5,297 4,863 n.a. 398 35
74 Customers’ liability on acceptances outstanding 19,138 18,900 222 i1
75 Net due from own foreign offices, Edge Act and agreement subsidiaries, and IBFs n.a. n.a. 29.267 n.a. n.a.
76 Intangible assets ....................... 56,562 42,389 n.a. 13,396 777
77 Otherassets.......................... 144387 103,770 n.a. 35,399 5,218
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Muillions of dollars except as noted

Commercial Banks A6S

Banks with foreign offices!

Banks with domestic
offices only~

Irem Total
Total Foreign Domestic Over 100 Under 100
7% Total liabilities, limited-life preferred stock, and equity capital. ...................... 4.738.520 3.068,968 n.a. n.a. 1,371,482 298069
79 Total liabilities. . . ... .. . e e 4,338,213 2,830,184 798.841 2,138,052 1,241,587 266442
80 Total deposits ... .. . 3,257.978 1,983,361 503.758 1.479.603 1.018.550 130068
&1 Individuals, partnerships, and corporations . .. . 2.886.365 1.709.863 324311 1.385.553 944,605 231896
82 U8 government . .. n.a. n.a n.a. 4.630 1.092 241
¥ States and political subdivisions in the United States . n.a. n.. n.a. 42993 54.373 20139
&4 Commercial banks m the United States. . N e e s e AN 66,036 57.390 32.220 25.170 7.764 881
X5 Other depository institutions in the United Shles ................................... na. n.a. na. 2647 1.102 1177
8 Banks 1n foreign countries . ... . ... . n.a. 99,498 91.809 7.690 313 n.a
87 Foreign povernments and official institutions n.a 46.656 45,268 1.388 an na
&Y Certihed and official checks. ... ... - 19.074 10.374 1,283 9,091 6.980 1.719
R0 Residual® ..o 286,504 59,578 8.868 na. n.a. 14
9} Total transaction accounts . ... A 428,118 258454 73,499
91 Indsviduals. partnerships, and corpor.’uions 371.377 226,541 64,032
92 U.S. government .. .. .. 1,795 753 144
92 States and politicat subdivisions in the United Smlei 16.217 17.339 7.154
94 Commercial banks mn the United States............. 19,286 5.627 337
99 Other depository institutions in the United States. . ... 1,877 895 101
96 Banks (n toreign countries .. ................. A 7,690 RIR} ..
97 Foreign goveraments and official institutions . 784 7 n.a.
98 Certified dlld offici 9,091 6,980 1.719
99 Residual® ... .0 n.a. na 12
100 Demand deposits Oncluded in total transaction accauntsy . . L 381.727 173,184 37.845
101 Individuals. parinerships. and corporations .. ........... ..., 331121 153,121 34085
2 US government .. ... .. . 1.754 711 132
103 States and politicat Subd]\l‘l()ﬂ% in the United States. . ... o P 10.126 5.536 1466
104 Commercial banks m the Umited States, . . ., o P 19.286 5.626 333
105 Other depository institutions in the Unifed Slales . 1.877 K90 97
106 Banks 1n foreign countries . . n.a n.a. n.a 7.690 313 na
107 Foreign governments and o 783 7 na
108 Certified and official checks. .. ... . 9.091 6.980 1,719
109 Residual® ... .. .. na. n.a. tl
110 Total nontransaction accounts . ............ e e 1,051,485 760.096 182,569
111 Individuals. partnerships, and corporations 1,014,176 T18.065 167.864
112 (LS government . 2.835 319 97
113 States and political subdivisions in the United Sla(e 26.776 37.034 12,985
14 Commercial banks in the United States. . . .. 5,884 2137 544
115 U.S. branches and agencies of foreign banks 0 0 n.a
116 Other commercial banks in the United States. . 0 0 n.a
117 Other depository institutions in the United States. . .. 770 2269 1.076
1R Banks in foretgn countries . ... ... - . 441 228 n.a.
19 Foreign branches of other U.S. banks . e e 0 0 na.
120 Other banks in foreign countries . ... .. 0 4] na.
121 Foreign governmem\ and official i R . . 603 23 f.a
122 ResidUAl L y Y n.a. na. 3
123 Federal tunds purchased and securities sold under agreements to repurchase  ......... 380461 297.095 66,003 231.092 79.730 3617
124 Demand notes issued to the US Truasury ...... R 31.550 26,854 0 26,854 217
125 Trading habiities ... ..., P 166.248 166.094 n.a. n.a. ]
126 Onher borrowed money. 318466 201,231 40371 160.860 3908
127 Banks' hability on auepmm.es executed and oulslandm“ 19.195 18.963 4,128 14,835 1]
128 Notes and debentures subordinated to deposils 54.086 50,131 | n.a. 24
129 Net due to own foreign offices, Edge Act and .mreumnl cubmd:ane . c n.a na 77442 n.a
1300 All other Habilities ... .. .. 110,229 86,456 na. 2.580
131 Total equity capital . ...................... . © L 400307 238,784 na. 31,627
MEMO
132 Total individual reurement (IRA) and Keogh plan accounts 75274 62.601 14.232
133 Total brokered deposits. .. ................. 32,549 21.317 1314
134 Fully insured brokered deposits........... na 23408 19,247 1,187
135 Tssued in denominations of less than $100,000. . 4.448 3,265 937
136 Issued in denonunations of $100,000, or in denominations greater than $100,000 and
participated out by the broker in shares of $100.000 ordess ................. .. na. na. 18,960 15.982 250
137 Money market deposit accounts (MMDA-5). . - 390,359 174,776 25,750
138 Other savings deposi 180,058 129,237 26.556
139 Total time deposits of 1 304,851 126.286 98.69]
140 Towal ume deposits of $100,000 or more. .. ... P 176.217 129.797 11,573
141 All negatiable order of withdrawal (NOW) accounts . . e 35,995 83.571 34,796
142 Number of banks . . ... . . .. . e e 9.293 173 na. 2875 6245

Footnates appear at the end of table 4.22
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422 DOMESTIC OFFICES Insured Commercial Bank Assets and Liabilities
Consolidated Report of Condition, June 30, 1997

Millions of dollars except as noted

Members
Item Total m?r::gers
Total National State
| Total assets ...................... O 4,046,387 3,192,657 2,359,867 832,790 853,731
2 Cash and balances due from depository Istitutions . ... i e e 242,176 201,045 148,543 52,502 41,131
3 Total securities, held-to-maturity (amortized cost) and available-for-sale (fair value) . 405,255 219,107 166,028 53079 186,149
4 US. Treasury securities. ... ........ .. . . . . L L. 89,840 46,518 33,394 13,124 43,323
5 U.S government agency and corporation obllgauons (exclude% mortgage-backed securities) 101,746 48,485 36,659 11827 53.261
6 Securities issued by states and political subdivisions in the United States .. . . ... . . . L 53,000 27,619 20.241 7.378 25,381
7 Mortgage-backed secunties (MBS) . .. e e e L. 140,690 85,473 66.869 18,603 55.217
8 Pass-through securines . ... ... 60,775 56,457 44473 11,984 34,318
9 Issued or guaranteed by FNMA. FHLMC. or GNMA . 90,185 56,129 44.317 11,813 34,056
10 Other pass-through securities . . ..., 590 327 156 171 262
11 Other mortgage-backed securties (includes CMO& REMICs 49,914 29,016 22.397 6,619 20,899
12 Issued or guaranteed by FNMA, FHLMC, or GNMA . .................... . 42,297 25,541 19,964 5,577 16,756
13 All other mortgage-backed securities ... o 7617 3,475 2433 1,042 4,143
14 Other debt securities .. .......... ..., e 10,048 5,400 4,404 996 4,648
15 Equity SECUMILIES . ..o\ttt it o ottt e e e . 9,931 5,612 4,461 1,151 4319
16 Investments in mutual funds and other equity securities with readily determinable fair values. . ... 3,464 1,468 1,198 270 1,995
17 All other equily SECUIItIES . . ... ... . e 6.468 4,144 3,263 881 2,324
18 Federal funds sold and securities purchased under agreements toresell ............................ 165,279 142,238 83,719 58.519 23,041
19 Total loans and lease-financing receivables, gross. . ... .. . . . i i oo 2,576,989 2,027,764 1,576,185 451,579 549,225
20 LESs: Unearned income on loans. ... .. . o 3,754 2,167 1.776 391 1,587
21 Total loans and leases {net of unearned mcome) .............................................. 2,573,235 2,025,597 1,574,409 451,188 547,638
Total loans and leases, gross, by category
22 Loans secured by real estate. ... ... D PPN . . 1,157.978 864,388 669,080 195,308 293,589
23 Construction and land development C e I 81,880 56,254 44,097 12,156 25,626
24 Farmland ... L L L e e e 26,060 12,429 9,616 2,813 13,631
25  One- to four-family residential pr(:pemex L e 685.394 536,109 411,659 124,449 149,285
26 Revolving, open-end loans, extended under lines of credit . . .. . 92,504 77,005 62,392 14,612 15,499
27 All other loans. ... e e 592,850 459,104 349,267 109,837 133,786
28  Multifamily (five or more) residential properues ...... . A 39,627 28,366 22,367 5.999 11,262
29  Nonfarm nonresidential properties S 325,016 231,231 181,340 49,891 93,785
30 Loans to depository institutions . . . . 66,773 65,421 60.510 4911 1,352
31 Loans to finance agricultural production and other loans to farme: 42,609 22,833 18,644 4,189 19,776
32 Commercial and industrial loans .. . ...... ... .. .. e 603,557 504,653 377,079 127,574 98,904
33 Acceptances of other banks ... ... ... 975 677 356 322 297
34 Loans to individuals for household, family. and other personal expenditures
(includes purchased paper) . ... ... . s 516,342 397,267 333,268 63,998 119,075
35 Obligations (other than securities) of states and political subdivisions in the United States . .. 17,861 14,769 11.415 3,354 3,092
36 Allother loans. . ... oo i i e o 87,021 81,633 49,537 32,095 5,388
37 Lease-financing receivables. ... ... L e 83,873 76,122 56,294 19,828 7,751
38 Net due from own foreign offices, Edge Act and agreement subsidiaries, and IBFs. ................. 29,267 27,141 9,000 18,141 2,126
39 ReMAMNg @SSETS . . .. ..o ottt et e o e B, 631.175 577,529 378,168 199,361 53,646
40 Total Nabilities ... .. ... .. .0 . L L L i 3,646,081 2,876,200 2,127,168 749,032 769,881
41 Total deposits. ............. . .. ....... L 2.754.220 2,103,133 1,580.976 522,157 651,087
42 Individuals, partnerships, and corporauons ..... e e | 2,562,054 1,961,126 1,475,746 485,380 600,928
43 US. government ... ......... . ... .. S 5,961 5,271 4757 Si4 692
44 States and polmcal subdivestons in the Um!ed States . 117.504 79,770 57.764 22,005 37.735
45 Commercial banks in the United States .. ..., .. 33816 30,204 24.777 5,426 3,612
46 Other depository institutions in the United Stares . 4,926 3,271 2411 860 1,655
47  Certfied and official checks .. ... . e 17,750 13,168 9.843 3,325 4,623
48  Banks in foreign countries. foreign zo»ernmeme and forelgn official memunon% .................. 10,104 9,155 4.610 4,544 949
49 Total transaction accounts. ...... . ...... MR 760,070 591,959 440,409 151,549 168,112
50 Individuals, partnerships, and corporauons ............ 661,950 514,478 383,600 130,878 147,471
51 US.government ............. .. . ... ...l P 2,692 2,284 1.816 468 409
52 States and political subdivisions in the Umled States. . ... 40,710 28,200 21,106 7.095 12,509
53 Commercial banks in the United States  ....... PN 25,250 23,471 18,624 4,847 1,779
54 Other depository institutions in the United State: e 2,873 2,329 1,710 620 543
55 Certified and official checks ......... .................. . 17,790 13,168 9,843 3,325 4,623
56 Banks in foreign countries, foreign governments, and foreign official institutions . ............ .. 8,805 8,028 3,711 4,318 777
57 Demand deposits (included in total transaction aCCoUnts). .. ... ..., ..viviieriireneiren. & . 592,756 487,638 361,403 126,235 105,118
58 Individuals, partnerships, and corporations . .. .. .. e 518,326 424916 315,359 109,556 93,411
59 US. government . ............... ... e 2,597 2,230 1,776 454 367
60 States and political subdivisions in the United State: e 17,128 13,502 10,384 3117 3,626
61 Commercial banks in the United States. . ... ... ...ttt oo es 25.247 23,470 18.624 4,846 1,776
62 Other depository institutions in the United States. .............. ... ... ... i 2.864 2,327 1,707 620 538
63 Certified and official checks . . 17.790 13,168 9,843 3,325 4,623
64 Banks in foreign countries, foreign gmernmenm and foreign official institutions . . . . . 8.804 8,027 3.709 4318 777
65 Total nontransaction accounts. . ... ..... . e o oo o] 1994,150 1,511,175 1.140.567 370,607 482,975
66 Individuals, partnerships. and corporanom ,,,,, S 1,900,105 1,446,648 1.092.146 354,502 453,457
67 US. government . ... 3,270 2,987 2.94] 47 283
68 States and political subdlvmons in lhe Unlled Slalec 76,795 51,569 36,059 14,911 25,225
69 Commercial banks in the United States . . ...... . . R.566 6,733 6,153 580 1,833
70 Other depository institutions in the Umited States............... 4.116 2,110 1,769 341 2,006
71 Banks in foreign countries, foreign governments, and foreign official ins 1,298 1.126 900 227 172
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DOMESTIC OFFICES Insured Commercial Bank Assets and Liabilities—Continued

Members
. Non-
[tem Total members
Total National State
72 Federal funds purchased and securities sold under dgrecmcnts to repurchase .. ... ... 314,458 277,345 193,589 83,756 37,113
73 Demand notes issued to the U.S. Treasury. . . .. 31,550 20,030 16,547 12,484 2.520
74 Other borrowed meney 278.095 224,323 172,235 52,088 53,772
75 Banks liability on acceplances executed and outstanding . 15.067 14,816 10,353 4,463 252
76 Net due to own foreign offices, Edge Act and dgreemem suh\ldmne\ and 1BF 77.442 66,877 49,200 17,677 10,566
77 Remamming liabilities ... ... 0 o000 e 175.248 160,676 104.268 56,408 14.572
MeMO
78 Trading assets at large hanks” P 774033 76,789 38,034 38,758 244
79 US. Trcatury securties (domestic officesh .o 13.251 13,186 8.813 4374 65
80 US. government agency corporation obligations . . 2.224 2,198 1761 437 26
81 Securines ssued by states and political subdivisions in ) the Unned States 1,096 1,089 835 254 7
82 Mongage-backed securities. ................. 7,104 7,071 940 6.132 3
83 Other debt securities ... ... . 10,284 10,283 7,257 3026 1
84 Centificates of deposit ................ .. ... 1.597 1.597 528 1.069 Q
85 Commercial paper . ................... ..., 272 222 222 0 5
86 Bankers acceplances . . . 1378 1,347 946 401 30
87 Other rading assels. . ... ... i e 5.634 5615 1,965 3,650 19
8% Revaluation gains on interest rate, foreign cxchangc rate. and other commodity and
CQUILY COMITACTS L oo\ttt t et ettt e e et e et e e e e 34,193 34180 14,769 19.411] 13
89 Total individual retirement (IRA) and Keogh plan accounts 152,107 113.963 88.773 25,189 38,144
90 Total brokered deposits . ... 55,180 39,117 26.226 12,891 16,063
91 Fully insured brokered deposits ............. . . . 43,842 30.986 21,510 9477 12,856
92 Issued in denominations of less than $100.000. ... .. .. . i 8.649 6,203 3.054 3.149 2,447
93 Issued in denominations of $100.000, or in denominations greater than $100,000 and
participated out by the broker in shares of $100.000 arless. ... ... ... .. ... ... .. 35,193 24,783 18.456 6.328 10,409
94 Money market deposit accounts (MMDAs). . ... 590.884 493944 384,653 109,291 96.940
95 Other savings deposits. ............. ... ... ... 335.852 263,394 191,172 72222 72,458
96 Total nme deposits of less than $100.000 729.828 SHLRIR 398,983 112,835 218.009
97 Total time deposiis of $100.000 or more . 337.587 242019 165.759 76.259 95,568
9% All ncgotiable order of withdrawal (NOW) accounts, 164,362 102,763 77,663 25,100 61.599
99 Number of buanks ... 9,293 3.654 2.663 991 5.639
|
NOTE. The notation “n.a.” indicates the lesser detail available from banks that don’t have “Qver 1007 refers 1o banks whose assets, on June 30 of the preceding culendar year.

loreign offices. the inapplicability of certain items to banks that have only domestic offices or
the absence of detail on a fully consolidated basis for banks that have foreign offices,

1. All transactions between domestic and foreign oftices of a bank are reported in “net due
from” and ““net due to” lines. All other lines represent transactions with parties other than the
domestic and foreign offices of each bank. Because these intraoffice transactions are nullitied
by consolidation, total assets and total liabilities for the entire bank may not equal the sum of
assets and liabilities respectively of the domestic and foreign offices.

Foreign offices include branches in foreign countries. Puerto Rico, and U.S. territories and
possessions: subsidiarics in foreign countries; all offices of Edge Act and agreement corpora-
tions wherever located: and IBFs.

were $100 million or more. (These banks file the FFIEC 032 or FFIEC 033 Call Report)
“Under 100" refers to banks whose assets, on June 30 of the preceding calendar year. were
less than $100 million. (These banks file the FFIEC 034 Call Report.)

3. Because the domestic portion of allowances for loan and lease losses and allocated
transfer risk reserves are not reported for banks with foreign offices, the components of total
assets (domestic) do not sum to the actual total (domestic).

4. “Residual” equals the sum of the “n.a.” categories listed above it

5. Componeants of “Trading assets at large banks™ arc reported only by banks with either
total assets of $1 bilion or more or with $2 billion or more in the par/notional amount of their
off-balance-shect derivative contracts.
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, August 4-8, 1997

A. Commercial and industrial loans made by all commercial banks'

. Weighted- Amount of loans (percent)
\Ylev‘é}:;:_ Amount of | Average loan average, Most
fiethe | o e S
foan rate, of dolldr;) d(illarQ Secured by Callable rs icine[:l Made under ‘ fﬂ[ifJ ¢
(percent) : ) D collateral P pZn}e;l ty commitment
ays
LOAN Risk?
1 All consumer and industrial loans ...... 6.81 141,231 882 266 295 19.9 31.8 734 Fed funds
2 Minimal risk 6.08 11,788 1.359 66 22.6 352 62.9 74.9 Fed funds
3 Low risk 6.29 36,602 1.867 193 18.1 125 299 60.3 Fed funds
4 Moderate risk . . e 6.94 52,807 784 303 313 26.7 29.6 81.6 Fed funds
5 Acceptablerisk ........... ... ... 7.46 22,337 556 RX} 42.8 15.8 28.2 80.2 Foreign
By maturitv/repricing interval®
6 Zero interval 8.16 27.561 332 614 412 15.3 18.2 80.3 Prime
7 Minimal risk 758 339 127 458 472 17.0 7.3 95.9 Prime
8  Low risk 7.81 3,895 534 561 2201 30.5 5.1 96.0 Prime
9 Moderate risk ... . . . 8.37 9,870 261 867 46.9 15.7 37 922 Prime
10 Aczeptablerisk ....... ... .. ..., 8.87 5.179 205 576 56.4 20.4 31.1 96.8 Prime
11 Daily .. 6.22 64,941 4,053 39 19.7 256 338 62.6 Fed funds
12 Minima 5.94 9.850 22,644 17 222 40.7 69.2 727 Fed funds
13 Low risk 6.01 21.489 8415 23 14.1 12.0 28.1 41.9 Fed funds
14 Moderate risk ... . 6.36 22911 4,281 44 22,6 399 338 755 Fed funds
15 Acceptablerisk ....... ... ... .. ..., 6.60 5,485 1,979 79 18.5 8.2 838 §55.2 Fed funds
16 2 to 30 days 6.72 21.527 1,254 239 30.7 15.9 339 31.0 Forcign
17 Minimal nisk 6.48 678 2,457 157 23.1 7.7 453 78.0 Foreign
18  Low risk 6.12 5,050 2,887 283 244 6.7 36.4 78.0 Foreign
19 Moderate risk 6.72 8,681 1,244 132 244 271 363 849 Foreign
20 Acceptable risk 7.34 5,446 896 263 46.4 vy 203 79.8 Other
21 31 to 365 days 6.70 23,616 795 387 35.6 12.7 443 91.4 Foreign
22 Minimal risk 6.58 856 202 376 13.9 21 304 90.0 Foreign
23 Low risk . . AN 6.33 5,443 900 370 247 6.5 526 90.8 Foreign
24 Moderate risk ............ ... L 6.70 9492 794 356 325 83 454 92.2 Foreign
25 Acceptablernisk......... .. ... 7.04 5,797 1,744 405 482 235 44.6 89.3 Foreign
Months
26 More than 365 days................... 8.44 2,686 240 52 65.5 33 3.6 35.0 Prime
27  Minimal risk ... . . e 7.72 55 57 43 44.2 0.8 5 62.3 Other
28 Low risk 7.54 650 378 50 17.7 3.1 34 58.0 Other
29 Moderate risk ... . . e 8.72 1,593 348 54 84.4 25 3.8 18.3 Prime
30 Acceptablerisk. . ... L 891 268 174 43 68.6 1.7 5.1 68.9 Prime
Weighted-
Weighied- average
average risk maturity/
rating” rcpricin%
interval
Days
SIZE OF LOAN
31099 9.73 2,594 32 141 83.0 30.8 5.2 749 Prime
32 100-999 . .. 8.74 10,518 3.2 79 68.1 24.0 15.1 86.4 Prime
33 1,000-9.999 .. 7.23 33,639 3.0 46 40.2 13.8 314 78.8 Foreign
34 10,000+ .. 6.37 94,481 25 33 19.9 21.3 345 70.0 Fed funds
Average size
(thousands
of dollars)
BASE RATE OF LOAN®
35 Prime’ ... o 9.06 24,187 31 104 60.0 21.6 9.5 73.7 213
36 Fed funds .. .. 6.02 50.391 24 7 19.7 29.6 41.0 S6.4 10,333
37 Other domestic 6.13 13.318 2.6 23 6.3 37.0 348 75.0 2767
38 Foreign .... A 6.67 39,020 2.8 33 330 6.3 42.4 929 4.280
39 Other. ..o 6.82 14078 3.0 103 24.6 4.6 4.2 777 503

Footnotes appear at the end of the table.
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B. Commercial and industrial loans made by large domestic banks'

\

§ Weichted- Amount of loans (percent)
Wen)g}‘)udr Amaunt of | Average loan J\kfmgc S Most
ltem ;g;::ﬁi loans size maturity® common
S (mullions (thousands of N Subject to base pricing
loan rate, e o TTare Secured by (s RPN Made under .
(percent)? of dollars) dollars) Days collateral Callable pr;z:)}/jﬂ]vzm commitment rate
Loan Risk®
| All consumer and industrial loans 7.05 57,683 1,057 392 34 9.0 8.9 65.3 Prime
2 Minimal nsk 6.23 1.019 1,798 401 10.2 8 59.7 97.0 Domestic
3 Low risk 6.47 11,676 3302 453 237 348 15.9 70.1 Domestic
4 Moderate risk .. ... L L. 7.08 22,244 1,022 EEY 37.0 24.4 78 66.3 Prime
S Acceptable nsh oL 7.46 12,548 611 324 39.1 72 6.1 69.1 Prime
By maturav/repricing miterval ©
6 Zerodnterval o o0 8.18 15,246 492 591 39.0 15.1 37 68.4 Prime
7 Minmmal nsh Lo o0 715 93 350 746 314 4.0 259 99.9 Prime
& Lowrmsk ... 7.47 2,740 1.833 496 14.5 343 37 98.0 Prime
9 Moderate nsk 8.02 5.099 394 694 50.6 15.3 4.3 920 Prime
W Acceptable nsh ... oL L L 8.90 2,559 195 680 60.1 16.9 75 96.2 Prime
11 Danly . 6.36 20,442 2,186 107 263 336 4.1 52.6 Fed funds
12 Mimmal nsh ..o 6.52 RN 2,747 327 1.6 1.5 50.3 90.4 Domestic
13 Low risk 6.00 4,210 5.135 151 397 59.6 59 38.7 Fed funds
14 Moderate nisk 6.45 8,466 2,646 110 328 43.9 ER] 47.9 Fed funds
5 Acceptable risk 6.71 3.619 2,104 104 172 49 4 389 Fed funds
16 203 days . . .. L. 680 11,709 1,460 270 25.5 v.1 16.5 754 ()lhgr
17 Minimal nsk 588 406 4,590 208 104 0 712 999 Foreign
I8 Low rish 6.18 5 4,282 399 212 i3 3410 §0.9 Domestic
19 Moderate rish 6.78 . 1.361 163 215 153 9.2 75.6 Other
20 Acceptable risk L0 L 7.35 3.652 1,074 3i4 37.6 36 1a.6 727 Other
21 31 1o 365 days 6.70 7.887 2,168 538 29.8 7.5 217 84.9 Forcign
22 Minimal risk 6.08 182 2.152 627 15.1 * 759 100.0 Foreign
23 Low risk 6.23 1661 3,052 724 9.4 17.7 382 88.1 Foreign
24 Moderate nsh o0 L oL 6.71 3,002 1.776 649 258 6.8 280 84.7 Foreign
25 Acceplable rnk Lo L 7.09 2428 2,617 273 49.3 22 0.6 78.5 Foreign
Months
26 More than 365 days. ..., 821 2,147 1,908 47 59.5 8 37 335 Prime
27 Mimmal nsh * * * * * * * * *
¥ Low risk 720 513 8.597 40 A ¥ 24 65.3 Other
29 Moderate sk ... 0 L 8.6l 1.376 2,754 50 83.2 1.2 4.1 13.6 Prime
30 Acceptable rsk. .. .o L 8.56 183 444 39 571 A 4.6 733 Prime
Weighted-
Weighted- average
average risk maturity/
rating” repricing
intervat®
Days
SIZE OF LOAN
3 9.40 950 35 41 822 36.5 6.0 89.1 Prime
32 8.77 5.354 34 52 66.1 213 9.6 87.5 Prime
33 7.46 16,844 31 55 393 13.2 10.8 70.7 Prime
34 6.51 34,535 29 75 20.7 211 8.0 58.5 Fed funds
Average size
(thousands
of dollars)
BASE RATE OF LOAN?
35 Prme’ A 8491 14831 3.2 149 57.0 18.1 5.2 67.0 337
36 Fed funds .. ... 6.19 11159 3.0 14 324 40.0 2.6 40.4 8,615
37 Other domestic . 6.10 9,890 2.6 14 6.4 31.8 216 67.8 6.242
38 Foreign ...... 6.69 9,882 3.1 52 350 5.1 14.7 739 3.101
39 Other....... 6.62 11.721 30 69 159 2.7 38 778 2,639

Footnotes appear af the end of the table.
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C. Commercial and industrial loans made by small domestic banks'

. Weighted- Amount of loans (percent)
Wilgh[e:' Amount of | Average loan average Most
Item élﬁgili%e loans size maturity® b common
(millions {thousands of Subject 1o use pricing
loan rate N . Secured by Made under
(Percent)2 of dollars) dotars) Day collateral Callable pr:gi};ﬂ]fm commitment rale
ays Y
LOAN RISK®
I Al consumer and industrial loans ... 8.10 12910 136 531 56.4 187 292 64.0 Prime
2 Mmimal risk 7.71 668 86 238 65.5 18.3 7.1 63.6 Prime
3 Lowrmsk ..... 122 2,966 219 477 7 94 367 50.0 Fed funds
4 Moderate risk . ..., .. 8.20 5.268 126 612 57.6 2.3 26.1 68.1 Prime
S Acceplable rish ... 8.85 1.999 119 638 137 12.0 30.0 778 Prime
By maturiny/repricing interval ®
6 Zero interval ... P 9.12 4810 98 766 740 243 6.6 874 Prime
7 Mnimal risk 8.60 140 59 288 822 274 4 90.1 Prime
8 Lowrish ...... . 8.93 74 137 816 558 24.1 3.6 87.3 Prme
9 Moderate risk .. .. 8.97 2.544 106 898 719 234 39 85.8 Prime
10 Acceptable risk 9.63 995 90 613 934 15.3 18.6 927 Prime
L Daily oo 6.87 3.226 694 134 26.1 1.4 822 16.1 Fed funds
12 Minimal risk 597 170 1.040 306 58.6 12 12.1 87.9 Foreign
13 Low usk 6.00 1.063 1.169 29 15 2 90.6 75 Fed funds
14 Moderate risk . 6.24 1.066 765 68 9.3 1.0 85.5 12.8 Fed funds
15 Acceptable risk 6.86 310 383 160 230 1.7 703 276 Fed funds
16 2 10 30 days 7.64 1.904 260 256 380 234 17.4 158 Prime
17 Minimal nsk 7.84 205 1,471 16 521 255 34 50.8 Prime
18  Lowrisk ..... 6.86 486 785 288 509 1.3 L8 65.6 Other
19 Moderate risk 8.10 632 200 254 704 357 29.1 88.5 Prime
20 Acceptable risk . ... L 8.47 287 129 510 5.6 13.5 10.7 6.1 Prime
21 31 to 365 days .. ....... 7.75 2,198 08 500 50.2 214 19.5 75.2 Foreign
22 Minimai risk . 8.63 L15 28 175 739 154 16.9 253 Prime
23 Lowrisk  ...... ... oo.... 7.32 510 108 598 36.6 71 8.2 7.7 Foreign
24 Moderate risk ... oL 8.11 656 74 300 528 13.6 26.9 69.2 Other
25 Acceptable risk.. ...... ...... 8.41] 286 215 1113 838 6.9 56.4 85.3 Foreign
Months
26 More than 365 days................... 9.41 507 51 77 911 14.0 1.8 37.0 Other
27 Minimal risk 9.29 29 31 36 835 12.9 * 289 Other
28 Lowrisk ........ . 888 127 76 94 80.6 159 * 25.0 Other
29 Moderate sk ... ... Lo oL . 9.43 207 51 82 96.4 11 1.8 457 Other
30 Acceptablerisk... ...... ... .. ..., 59.82 72 65 56 96.2 6.0 73 515 Other
Weighted-
Weighted- average
average rish maturity/
rating® repricin,
interval
Days
S1ZE OF LOAN
31 9.98 1.583 3.0 205 84.4 27.3 38 65.5 Prime
32 S 9.14 3.571 3.0 139 78.9 273 8.8 80.4 Prime
33 L,000-9999 .. ... . 8.09 3,740 29 55 65.3 17.8 3.7 70.5 Prime
34 10000+ ..o o0 oo 6.44 4016 2.6 22 16.9 8.4 550 429 Fed funds
Average size
(thousands
of doilars)
BASE RATE OF Loan®
35 Prme’ 9.48 6,091 3.0 35 79.5 246 14.2 76.2 92
36 Fed funds . 5.98 2.894 2.7 17 6.6 7.6 84.6 16.1 2,792
37 Other domestc ... 7.14 411 22 M0 36.8 52.5 * 73 141
38 Foreign 6.98 1,621 28 61 8.5 9.1 28.6 92.1 1,255
39 Other..... 8.05 1,894 2.6 343 69.1 17.5 2.6 713 81

Footnotes appear at the end of the table.



Financial Markets A71

4.23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made. August 4-8. 1997

D. Commercial and industrial loans made by U.S. branches and agencies of foreign banks’

X Weighted- Amount of loans (percent)
“.;i'egrl:eg' Amount of | Average loan average, Most
Ttem effecti%/e loans stze matunly common
y (millions (thousands of Subject base pricing
loan rate, of dollars) doliars) Secured by Callable s ¢ | Made under rate’
(percent) collateral 4 PIepayment | . mmitment
Day« penalty
LoAN Risk®
1 All consumer and industnal loans ... .. 6.38 70,639 6.558 126 23.0 20.8 50.6 817 Fed funds
2 Mimmalrisk ..., 5.95 10,101 32950 2 21.0 39.8 669 734 Fed funds
3 Low msk 6.07 21,960 8.731 37 13.0 1.0 36.5 56.5 Fed funds
4 Moderate risk ..., .. ... L 6.58 25,295 6,427 131 208 30.0 49.6 97.8 Foreign
S Acceptable risk ... ... P 7.1 7,791 2,719 273 39.6 KOR 633 98.6 Foreign
By maturitn/repricmg interval ®
6 Zero imerval . 7.51 7.503 2,593 562 248 9.8 55.1 99.9 Fed funds
7 Minimal nisk * * * M * * ¥
8  Low risk e 8.05 414 1,125 783 1.6 169 16,9 98.6 Prime
9  Moderaterisk ..... ... 8.46 2,227 2.370 1735 10.0 79 2.4 100.0 Foreign
10 Accepable risk .. ... L. 8.34 1.626 1.570 393 279 29.0 759 100.0 Foreign
W Dally ... 6.11 41,273 19,978 4 159 236 44 | 71.2 Fed tunds
12 Minimalrisk ... ... ... 592 9,369 59,072 2 223 428 709 71.8 Fed funds
13 Lowrish ..... . .. .. .. 6.01 16,216 19,655 1 8.3 4 297 449 Fed funds
14 Moderate nsk 6.32 13,379 17.64) H 17.2 40.5 48.6 97.9 Fed funds
15 Acceptable risk ... oo 6.28 1,557 6.385 20.7 17.2 16.1 98.5 Fed funds
16 2w 30days ... oL L 6.39 7.914 4,340 189 318 242 63.5 90.6 Foreign
17 Minimal risk 5.96 67 1,394 171 10.8 * 167 28.3 Fed funds
18 Lowrisk ... 5.85 2,049 3,776 123 221 2.4 45.0 774 Foreign
19 Moderate risk 6.42 3,820 5418 80 20.1 388 67.6 94.7 Fed funds
20 Acceptable risk 711 1.508 3.308 104 62.1 24.6 78.1 9789 Foreign
21 31 w 365 days 6.53 13,531 3,752 283 36.7 14.2 61.3 97.8 Foreign
22 Minimal risk 6.32 559 6.994 336 1.3 * 18.4 100.0 Foreign
23 Low risk 6.23 3,272 4.240 135 30.5 T 66.8 952 Foreign
24 Moderate risk 6.54 5,834 4,049 212 336 8.5 58.0 98.6 Foreign
25 Acceptable risk 6.87 3,084 2,881 44() 44.1 41.8 733 98.2 Foreign
Months
26 More than 365 days. . .. 8.53 32 673 34 60.4 * 30.1 100.0 Prime
27 Minimal risk * * * * * * * *
28 Lowrisk ....... * * * * * * * * *
26 Moderate risk L * * ¥ * * * * * *
30 Acceptable risk. . ... ... * * * * * * * * -
Weighted-
Weighted- average
average risk maturity/
rating repricing
mterval®
Days
SIZE OF LOAN
3099 . 8.61 6l 32 14 56.5 329 30.7 96.4 Prume
32 100-999 NN 7.75 1.593 3.2 36 504 25.5 475 96.6 Foreign
33 1,000-9999 ... ... . . 6.69 13,055 3.0 33 34.1 134 57.6 91.7 Foreign
34 10,000+ . 6.27 55.930 24 7 19.6 224 49.0 789 Fed funds
Average size
(thousands
of dollars)
BASE RATE OF LOANY
35 Pome’. L 8.98 3,265 3.0 12 371 317 205 99.8 1,028
36 Fed funds ... .. . . 5.97 36.139 22 4 16.8 28.4 48.7 64.6 14331
37 Other domestic . 6.09 3.015 25 13 2.1 52.2 829 98.2 9.424
38 Foreign . 6.65 27.517 28 25 314 6.6 531 99.7 5933
39 Other. ...l 6.88 463 29 30 64.2 * 19.6 100.0 4,137

NOTE. This 1able has been revised to reflect several changes in the E.2 statistical release.
First, business loan pnung information is now dnsaggrega(ed by risk categories for maost
loans. Second, the previous disaggregation of loans by maturity categories has been replaced
by a “maturity/repricing interval,” which measures the pertod from the day the loan is made
until it is next scheduled to reprice (for loans that reprice). or the period from the day the loan
is made until it is scheduled to mature {for loans that do not reprice). Third, information on
whether loans are callable or subject to prepayment penalties is now being collected and
published. In addition to these new loan characteristics. the survey now includes gross
business loan extensions of U.S. branches and agencies of foreign banks.

1. As of December 31. 1996, assets of most of the large banks were at least $7.0 hillion.
Median total assets for all insured banks were roughly $62 nullion. Assets at all US. branches
and agencies averaged 1.3 billion.

2. Effective (compounded) annual interest rates are calculated from the stated rate and
other terms of the loans and weighted by loan amount. The standard error of the loan rate for
alt commercial and industrial loans in the current survey (line |, columa 1) is 0.11 percentage
points. The chances are about two out of three that the average rate shown would differ by less
than this amount from the average rate that would be found by a complete survey of the
universe of all banks.

3. Average maturiies are weighted by loan amount and exclude loans with no stated
maturities.

4. The most common base pricing rate is that used to price the largest dollar volume of
loans. Base pricing rates include the prime rate (sometimes referred to as a bank’s “base™ or
“reference” rate); the federal funds rate; domestic money market rates other than the prime
rate and the federal funds rate; foreign money market rates; and other base rates not included
in the foregoing classifications,

5 A complete description of these risk categories 1s available from the Banking and
Money Market Statistics Section, Mail Stop 81, Board of Governors of the Federal Reserve
System. Washington. DC 20551 The category “Moderate risk” includes the average loan.
under average economic conditions, at the typical lender The category “Acceptable nisk™ may
include a small volume of special menton or classified loans. The weighted-average risk
ratings published for loans in rows 31-39 are calculated by asslgmng a value of “1” to
minimal risk loans; “2” 1o low risk loans: 3" to moderate risk loans, 4™ to acceptable nsk
loans; and 5" to special mention and classitied loans, These values are weighted by loan
amount and exclude loans with no risk rating. Some of the loans in lines 1, 6, 11, 16, 21. 26,
and 31-39 are not rated for risk.

6 The matunty/repricing interval measures the penod from the date the foan 1s made until it
first may reprice or it matures. For floating-rate loans that are subject to repricing at any
ume—such as many prime-based loans—the maturity/repricing interval is zero. For floating-rate
Ioans that have a scheduled repricing interval, the matuniy/repricing interval measures the number
of days between the date the loan ts made and the date on which it is next scheduled to reprice. For
loans having rates that remain fixed until the loan matures (fixed-rate loans), the matunty/repricing
interval measures the number of days between the date the loan is made and the date on which it
matures. Loans that repnce daily mature or reprice on the business day after they are made. Owmg
1o weekends and holidays, such loans may have maturity/repricing intervals in excess ot one day:
such toans are not included in the "2 to 30 day” category.

7 For the current survey, the average reported prime rate. weighted by the amount of
loans priced relative 1o a prime base rate, was 8.54 percent for all banks: 8.50 percent for
large domestic banks, 8.62 percent for small domesuc banks, and 8.50 percent for US.
branches and agencies of foreign banks.
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430 ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, June 30, 1997

Mifiions ot dollars ¢xcept as noted

All states? New York California [thinots
Item .
Total Totat Total - Total
u\dudmi. [BIFE} including 1BFs ncluding ‘B‘;\‘ cluding [B}‘:x
1BFs® enty IBFs only 1BFs only IBFs onty
bTotal assets' ... L o 907,189 285,366 720,618 236,358 63,746 19,985 75,018 17,760
2 Clanns on nowrelated parties. ... . . .. .. 770.964 144245 603.611 118,970 60,002 3712 60,736 9.497
3 Cash and balances due from depnsuory msmullom 115,628 81.168 102,955 71028 2,338 1.616 ¥.538 7,521
4 Cush aems m process of collection and unposted dehl ) 3,655 0 3,511 0 13 0 57 0
3 Currency and coin (US and foreign. . - 22 nit. 15 na 2 na, 1 na.
6 Balances wih deposttory institutions in Lmlcd ﬁt.ﬂcx ............. 62,718 37.497 57.067 33,819 1,650 1,010 3,260 2402
7 L.S. branches and agencies of other foreign banks
Gincluding [BFs). .. ...... .... ..... . 57.651 36,274 52733 32.767 1.374 962 3015 2.289
3 Other depository nstitutions in United States lincluding lBFsi, 5,067 1,224 1334 1,052 276 48 245 113
Y Balances with banks in foreign countries and with foreign central
banks ... L L L L e 48,327 43,670 41,610 37.209 630 607 5,181 S8
0 Foreign branches of U, s banks o 1.107 758 900 580 0 U 176 176
1 Other banks in toreign countries and foreign cenral bdnks R 37.220 42912 40,710 36,629 630 607 5,005 4942
12 Balances with Federal Reserve Banks ... ... ...... ..... 905 n.a. 752 n.a. 43 n.a. 39 nat
13 Total securities and leans . ...... ..... ... ... 484,622 53,431 349,317 39,008 53,270 6,748 44,703 1,448
[4 Total secunties, book vatue . . 117,710 7922 108,741 6,857 2988 687 5,312 40
IS US Treasury ... ... oo o 31.858 n.a. 30.340 n.a. 596 n.a. 813 N,
16 Obligauons ot US government agcnc1es “and corporations . 39,722 n.a. 38,809 n.a. 349 n.a. 386 n.a.
t7  Other bonds, notes. debentures, and corporate stock (including staze
and Jocal securities). ... Lol U 46,130 7,922 39.591 6,857 2,044 687 4,113 340
18 Securiues of torugn governmental units . .. 16,591 3,797 15,533 3,385 511 204 476 193
19 All Other .. .. e 29.539 4.126 24,058 3472 1,533 483 3.637 147
20 Federal tunds sold and securities purchased under agreem‘,ms to
resell.. ... oL L o0 oo 65.367 7.132 58.020 6.800) 686 165 5.881 Ité
2 LS bmmhe\ And uau\ue\ of other foreign hanh - 13,485 5,099 12,372 4.884 448 165 330 50
22 Commercial banks in United States .. ... .o oL .. 8.597 26 7,797 26 92 0 336 0]
330 OMher ... s e 43,285 2.007 37.851 1.890 147 0 5214 66
24 “lotal doans, gross. .. ... oo e 367.166 45.539 240,743 32174 50.331 6.062 39. 397 110K
25 TEss Unearned meome on loans 254 30 166 23 49 2 (
20 FQUALS Loans. net 366913 45.509 240,577 32151 50.282 6.060 39, \9’ 1108
Total foans, gross, by category
27 Real cstate loans .. ... FE PN 27.662 204 18,759 203 6.648 91 1.144 0
28 Loans 1o depository m&un.mon\ e e e e e 39,832 27.649 26.196 17,482 6,087 4,764 1,106 727
29 Commercial banks mn United States (mcludmg IBFs) 13.087 7.663 7.853 4.153 4262 3.171 336 156
30 U.S. branches and agencies of other foreign banks . 11,880 7.540 6,778 4,040 4207 3.161 270 156
31 Other commercial banks in United S\a&ex o A 207 123 1075 143 56 10 66 [4)
32 Other depository instiitions in Umited States (mcludmg lBF;)A . 14 0 14 0 0 4] 0 0
33 Banks in foreign countries ... ... ..o oo el 26,731 19.986 18.329 13.328 1,824 1,594 770 572
34 Foreign branches of U.S. banks . 1,016 830 830 699 0 0 0 0
35 Other banks in foreign countries 25716 19.106 17,499 12,629 1.824 1,594 770 572
36 Loans to other financial institutions . 49211 696 41,768 492 2,976 48 3.767 46
37 Commercial and industnat loans . ......... ..... ... .. ... 229,436 14,722 136.480 11,963 33.625 1,124 32.342 332
38 US. addressees (domicile) .o 194,134 108 110,468 91 30,652 15 30.864 0
39 Non-US. addressees (domicile) 35.302 14.614 26,012 11.872 2973 1,109 1478 332
40 Acceptances of other banks 532 46 326 36 73 0 13 0
41 US.banks ............... . 23 0 13 0 4 0 0 0
2 Foreign banks ... ..... ...... 510 46 314 46 70 0 13 0
43 Loans to foreign governments and offi Al institutions (including
foreign central banks)  ..... ... .. oL 3,268 1,946 2,736 1.818 266 35 75 3
44 Loans for purchasing or carrying ~eulrme< (secured and unqecured) 11,032 75 9,995 75 212 0 78 0
45 All other loans. o e 5.847 1 4.190 94 444 0 721 1}
46 Lease financing receivables (net of unearned mcome) 345 0 294 ) 0 0 52 0
47 US addressees (domicile) . ... ... ... 34] 0 %9 4] 0 0 52 1]
48 Non-US. addressees (domicile) . 4 0 4 0 0 0 0 0
49 Trading assets . ................ 70,837 242 64,791 239 202 1 5.841 2
50 Al other assets ... ... 34510 2172 28.528 1.894 3,565 183 1.774 1o
A Customers’ !mhxhnu on ;ucpun:u ouNundmg_ 9506 n.a 6.4235 n.a 2.392 n.4d 469 n.a
52 .S, addressees (domicile) ... ... . 6,995 n.a 4,421 n.a 2,198 n.a. 275 n.a
53 Non-U.S addressees (domlule) .......................... 2511 n.d. 2,014 n.a. 193 na. 194 na
54 Other assets inctuding other claims on nnnrnlnled parties 25.003 2272 22.093 1.894 [.173 183 1.305 110
55 Net due from related depository institutions” ... .. 136,224 141.121 117,008 117,388 3,684 11,272 8.282 8.563
56 Net due from head office and other related depoumry institutions® 136,224 na. 117,008 na. 3,684 n.a. 8,282 n.a.
57 Net due from establishing entity. head office. and other related
depository instimtions™ ... e e . P n.a. 141.121 na. 117,388 na. 1.272 .. 8,563
58 Total liabilities* ... .................. P 907,189 285,366 720,618 236,358 63,746 19,985 75,018 17,760
59 Liabihues to nonrefated parties. . ...l 756,062 252.820 651.532 213810 35.948 15.123 47,141 13.112
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430 ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, June 30, 1997'—Continued
Millions of dollars except as noted
All states? New York California —‘ Ihinots
Ttem Total IBEs Tﬂla‘) IBFs T(rlu] IBEs Total IBES
excluding aly? excluding onl excluding anl excluding onl
IBFs* only IBFs Y IBFs only 1BFs Y
60 Total deposits und credu balances ..... ... . ... L 260,876 189,733 129,504 175,711 5,890 2527 14,802 5975
61 Individuals, partnerships. and corporalmn 197.744 12,948 171,203 8,472 4,179 613 13,056 104
62 U S. addressees (domicile) ... .. 183,217 354 163,671 349 2,100 2 12.420 0
63 Non-U.S. addressees (domicile) 14,527 12,594 7.532 8.123 2,080 611 636 104
64 Comumercial banks in United States (lmludxn" IBFS). Lo 33,542 40,197 30,488 38.686 700 527 3348 R4
65 U.S. branches and agencies of other foreign banks . .. 18,632 37.056 17,304 35,749 400 471 627 760
66 Other commercial banks in United States ... .. .. 14911 3.141 13,185 2.936 301 56 721 124
67 Banks in forcign countries ... ... .. . 11,342 94,358 10.068 89,671 770 794 346 2.823
68 Forcign branches of US banks . ... ..... 1,912 4.964 1.269 4459 547 143 95 363
69 Other banks n foreign countries ... . ... . ..., 9,430 89.394 8.800 85,212 223 652 251 2,460
70 Fureign governments and official institutions
{including foreign central banks) ... ............. 5,688 42,108 5.294 38,762 212 592 3 2,163
71 All other deposits and credit balance: 12,230 122 12,164 121 N 0 43 i
72 Centitied and officsal checks ... ... ... ... . ... 330 r 287 3 18 3 7 A
73 Transaction accounts and credit balances (excluding IBFs) . ........ 10.125 8,333 422 337
74 Individuals. partnerships, and corporations ... ... .. 8.053 6,555 362 325
75 US. addressees (domicile) .. ... ... .. 5767 5.139 212 321
76 Non-U.S. addressees (domlcl[c) . - 2,286 1,415 151 +
77 Commercial banks in United States (mgludmu 1B 76 71 1 0
78 U.S. branches and agencies of other foreign banks 6 5 4] 0
™ Other commercial banks in United States . . ....... 70 67 1 0
%0 Banks in foreign countries ... .. ... 1.134 975 26 2
81 Foreign branches of U.S. banks . 3 2 0 0
82 Other banks in foreign countries 1,131 972 26 2
83 Foreign governments and ofticial institutions
(including foreign centeal banks) .. ..... ... . . ... 396 324 3 3
84 All other deposits and credit balance: . 137 12t 1 1
85 Certified and official checks ... ... ... 330 287 [E]
86 Demund deposits (included 1n transacuon accounts
and credit balances). e P 9.593 8.055 364 326
87 Individuals. partnerships, and corpomunns ........ 7.672 6411 3la RIB]
88 LS. addressees (donucile} . ... . . . 5,641 5.070 180 309
89 addressees (domicile) e 2031 1.341 136 4
90 banks in United States {inctuding IBFs} 69 65 4] 0
91 U.S. branches and agenvies of other foreign banks . 6 na 5 n.a. 0 na 0 na
92 Other commercial banks in United States . 61 60 0 0
93 Banks in foreign countries ... ............. 1.059 92 25 2
94 Foreign branches of ULS. banks 3 2 0 0
95 Other banks in foreign countries . 1,056 899 25 2
96 Foreign governments and othcial lnwtunons
(including foreign central banks) 371 305 3 3
97 All other deposits and credit balances . 92 86 2 !
98 Certified and official checks . .. 330 287 18 7
99 Nontransaction accounts (tncluding MMDAs. excluding IBFs) .. ... . 250751 221,170 5.468 14 464
100 Individuals, partnerships, and corporations .............. | 189.691 164.648 3,817 12,73
101 U.S. addressees (domucile) . Lo 177,450 158,532 1,888 12,099
102 Non-U.S. addressees (domicile) . ... - ... o 12,241 6.116 1,929 632
103 Commercial banks 1n United States (leudHW [BFs). . ...... 33467 30417 699 1,347
104 (.S, branches and agencies of other {oreign banks . .. 18,625 17,299 400 627
105 Other commercial banks in United States . . . . .. 14,841 13,118 299 720
106 Banks in foreign countries .. ........... . 10,208 9,094 741 343
107 Foreign branches of U.S. banks .. 1,908 1.266 547 95
108 Other banks in forcign countries ... ... 8,299 7,827 197 248
109 Foreign governments and official institutions
{inctuding foreign central banks) ...... ... L 5,292 4,969 209 0
110 All other deposits and credit balances . ... . ... L 12,093 12,042 Y 0 42 Y
111 1BF deposit Liubidities .. .. A 189,733 175711 2527 5975
112 Individuals, partnerships, and corporations . . 12,948 8472 613 104
11 U.S. addressees (domicile) . .. .. ..... ... . L. 354 349 2 0
114 Non-U.S addressees (domicile) 12,594 8,123 ol 104
115 Commercial banks in Unnited States (mgludmg, lBFs)A e 40,197 38,686 527 884
116 U.S. branches and agencies of other foreign banks 37.056 35,749 471 760
117 Other commercial banks in United States . n.a 3,141 n.a 2.936 n.a 56 n.a. 124
118 Banks in foreygn countries ... . ... ... 94,358 89.671 794 2,823
19 Foreign branches af U.S. bank\ - 4.964 4,459 143 263
120 Other banks 1n foreign countries .. ... ... ..o 89,394 85212 652 2.460
121 Foreign governments and official institutions
{including foreign central banks) ..... ... ... ... ..., 42,108 38,762 592 2,163
122 Al other deposits and credit balances . ... ... ..... Y L 122 A 121 A 0 1

Footnotes appear at end of table.
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430 ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, June 30, 1997'—Continued

Millions of dollars except as noted

All states? New York California IMlinois
Item
Total Total . Total Total .
mcludipg IBF% including 1BFs including Ist mcluding IBFs
1BFs* only 1BFs only 1BFs only 1BFs only
123 Federal funds purchased and securities sold under agreements to
TEPUFChASE « .. e s 106,905 18,562 94,596 14,448 4,442 2,582 7,419 1,324
124 U.S. branches and agencies of other foreign banks 15,195 4,694 11,923 2.760 1,713 1,110 1,366 704
125  Other commercial banks in United States ....... 12,840 280 10,770 187 1,200 92 812 0
126 Other .. ........... ... ... Lo 78870 13,588 71,903 11,502 1,529 1,380 5,242 620
127 Other borrowed money . ...... ... ... . ... ... .| 107.041 41,704 69,157 21,119 19,744 12.862 13.849 5,726
128 Owed to nonrelated commercial banks in United States (including
BEs) o 23,572 10,006 12,480 4,152 7,610 3,983 1,935 1.275
129 QOwed to US. offices of nonrelated U.S. banks .......... ..... . 8.245 1,332 5,182 544 2,372 687 205 27
130 Owed to U.S. branches and agencies of nonrelated
foreign banks... ... . ... .. ..ol 15,327 8,674 7,298 3,607 5,238 3,296 1,729 1,248
131 Owed to nonrelated banks in foreign countries. ... .. 29.864 27,015 16,227 13.649 8,501 8,333 4,122 4,104
132 Owed to foreign branches of nonrelated U.S. banks . . 1,766 1,584 834 676 704 689 169 169
133 Owed to foreign oftices of nonrelated foreign banks. . 28,098 25431 15,393 12,973 7,799 7.644 3.952 3,935
134 Owedto others .. ... ..o o i 53,605 4,682 40,450 3,319 3,633 545 7.793 346
135 All other labilities. ..o .o ottt i 91,506 2.821 82,564 2,531 3,345 152 5,095 88
136 Branch or agency liability on acceptances executed and
outstanding. . ... . ... e e . 10.008 n.a 6.901 na. 2,398 na. 470 n.a.
137 Trading habilities. . ........... .. AN 59,712 127 55,939 124 175 1 3,593 i
138 Other liabilities to nonrelated parties . ......................... 21,787 2,694 19,725 2,406 772 151 1,032 86
139 Net due 1o related depository insttutions® Lo 18h127 32,545 69,087 22,548 27,798 1,862 271877 4,647
140 Net due to head office and other related depository institutions® . ... | 151,127 n.a. 69,087 n.a 27,798 n.a. 27.877 n.a.
141 Net due to establishing entity, head office, and other related
depository ISHHONST ... s e e e n.a. 32.545 N, 22,548 na, 1,862 n.a. 4.647
MEMO
142 Non-interest-bearing balances with commercial banks
inUnited States . .. ... .o 1,087 0 832 0 112 0 70 0
143 Holding of own acceptances included in commercial and
mdustrial loans. ... ... oo o . 4.376 3,067 1,084 107
144 Commercial and industrial loans with remaining maturity of one year
or less {excluding those in nonaccrual status)................. 127,177 75,287 19,282 18.631
145  Predetermined interest rates . . 76,948 47,130 10,191 13,978
146 Floating intereStrales .. ... ... ... .. ..ot oo 50,229 n.a 28,157 n.a 9,09] n.a. 4.653 n.a.
147 Commercial and industrial loans with remaining maturity of more
than one year (excluding those in nonaccrual status) . .......... 101,542 60,847 14,263 13,438
148 Predetermined interestrates ........ ... ... ... . 22,122 14.900 2,308 3,680
149 Floating inlerest Tales ....... ... ittt iaiiane s 79,420 45947 11,954 9.758
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4.30 ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, June 30, 1997'—Continued

Millions of dollars except as noted

All states’ New York Califorma Hlinoss
Ttem ,
Total 1BFs Total IBFs Toual IBFs Total (BFs
excluding only excluding onl excluding onl excluding onl
IBFs' Y IBFs Y IBFs Y IBFs y
150 Components of total nontransaction accounts,
included in total deposits and credit balances of .
nontransaction accounts, excluding IBFs . 244,292 na. %1;,?)2? na. ;,;Z; n.a. li,ggz na.
151 S 237,904 na A n.a. .35 na 14, n.a.
152 Time CDs in denominations of $100,000 or more
with remaining maturity of more than 12 months. ... ... 6,388 na. 5.364 na. 112 n.a. 537 .
All states’ New York California Nlinois
wcing | BB [ adudne | BP [ incodng | BB | nouding | B
IBFs oy IBFs ny IBFs Y IBFs oy
153 Immediately available funds with a mdlurny grcaler than one day s
included in other borrowed money... ... . ..... o | 58143 n.a. 34235 na 16444 na. 4729 n.a.
154 Number of reports filed®. . .........0........ . ... ... 475 0 241 0 101 0 38 0

1. Data are aggregates of categones reported on the quarterly form FFIEC 002, “Report of
Assets and Liabilities of U.S. Branches and Agencies of Foreign Banks.” The form was first
used for reporting data as of June 30, 1980, and was revised as of December 31, 1985 From
November 1972 through May 1980, U.S. branches and agencies of foreign banks had filed a
monthly FR §86a report. Aggregate data from that report were available through the Federal
Reserve monthly statistical release G.11. last issued on July 10, 1980. Data in this table and in
the G.11 tables are not strictly comparable because of differences in reporting panels and in
definitions of balance sheet items.

2. Includes the District of Columbia.

3. Effective December 1981, the Federal Rescrve Board amended Regulavons D and Q to
permit banking offices located 1n the United States to operate international banking tacilities
(IBFs), Since December 31, 1985, data for IBFs have been reported in a separate column.
These data are either included in or excluded from the total columns as indicated in the
headings. The notation “n.a.” indicates that no IBF data have been reported for that item,

either because the ttem i» not an eligible IBF asset or liability or because that level of detail 15
not reported for IBFs. From December 1981 through September 1985, IBF data were
included in all applicable items reported.

-4 Total assets and total habilities nclude nef balances. if any. due from or owed to related
banking institutions in the United States and in foreign countries (see note 5). On the former
monthly branch and agency report, available through the G.11 monthly statistical release.
grosy balances were included in total assets and total tiabilities. Therefore, total asset and total
liability figures in this table are not comparable to those in the G.11 tables.

S. Related depository institutions includes the foreign head office and other US. and
foreign branches and agencies of a bank, a bank's parent holding company, and majority-
owned banking subsidiaries of the bank and of 1ts parent holding company tincluding
subsidiaries owned both directly and indirectly).

6. In some cases two or more offices of a foreign bank within the same metropolitan area
file a consolidated report.
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Index to Statistical Tables

References are to pages A3—-A75 although the prefix “A’ is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances) EMPLOYMENT., 42
Assets and liabilities (See also Foreigners) Eurodollars. 23. 61
Commercial banks, 13-21, 64-67
Domestic finance companies. 32, 33 FARM mortgage loans, 35
Federal Reserve Banks. 10 Federal agency obligations, 5, 9, 10, 11, 28, 29
Foreign banks, U.S. branches and agencies, 72-75 Federal credit agencies, 30
Foreign-related institutions, 20 Federal finance
Automobiles Debt subject to statutory limitation, and types and ownership
Consumer credit, 36 of gross debt, 27
Production, 44. 45 Receipts and outlays, 25. 26
Treasury financing of surplus, or deficit. 25
BANKERS acceptances, 5, 10, 22. 23 Treasury operating balance, 25

Bankers balances, 15-21, 72-75. (See also Foreigners) Federal Financing Bank. 30

oo als . N Federal funds, 23. 25
Boﬁi;(ic;gisg}l& government securities) Federal Home Loan Banks, 30

Rates. 23 Federal Home Loan Mortgage Corporation, 30. 34, 35
. Federal Housing Administration, 30, 34. 35

Federal Land Banks, 35

Federal National Mortgage Association. 30. 34. 35
Federal Reserve Banks

Business activity, nonfinancial, 42
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 43 Condition statement, 10
Capital accounts Discount rates (See Interest rates)
Commercial banks, 15-21. 64-67 U.S. government securities held, 5. 10. 11. 27
Federal Reserve Banks, 10 Federal Reserve credit, 5, 6, 10, 11
Central banks. discount rates, 61 Federal Reserve notes, 10
Certificates of deposit, 23 Federally sponsored credit agencies, 30
Commercial and industrial loans Finance companies
Commercial banks, 15--21, 64-67, 68-71 Assets and liabilities, 32
Weekly reporting banks, 17, 18 Business credit. 33
Commercial banks Loans, 36
Assets and liabilities, 15-21, 64-67 Paper, 22. 23
Commercial and industrial loans, 15-21. 64-67. 68-71 Float. 5
Consumer loans held, by type and terms. 36, 68-71 Flow of funds, 37-41
Deposit interest rates of insured, 14 Foreign banks, U.S. branches and agencies. 71, 72-75
Number, by classes. 64-67 Foreign currency operations, 10
Real estate mortgages held, by holder and property, 35 Foreign deposits in U.S. banks, 5
Terms of lending. 68-71 Foreign exchange rates, 62
Time and savings deposits, < Foreign-related institutions, 20
Commercial paper, 22, 23. 32 Foreign trade. 51
Condition statements (See Assets and liabilities) Foreigners
Construction, 42. 46 Claims on, 52, 55, 56, 57, 59
Consumer credit. 36 Liabilities to, 51, 52, 53, 58, 60, 61
Consumer prices. 42
Consumption expenditures, 48. 49 GOLD
Corporations Certificate account, 10
Profits and their distribution, 32 Stock, 5, 51
Security issues. 31, 61 ) Government National Mortgage Association, 30, 34, 35
Cost of living (See Consumer prices) Gross domestic product. 48, 49

Credit unions, 36
Currency in circulation, 5, 12

Customer credit, stock market, 24 HOUSING. new and existing units, 46

INCOME, personal and national, 42. 48, 49

DEBT (See specific types of debt or securities) Industrial production, 42, 44
Demand deposits, 15-21 Insurance companies, 27, 35
Depository institutions Interest rates
Reserve requirements, 8 Bonds, 23
Reserves and related items, 4, 5, 6, 11, 64-67 Commercial banks, 68-71
Deposits (See also specific types) Consumer credit. 36
Commercial banks, 4, 15-21, 64-67 Deposits. 14
Federal Reserve Banks, 5, 10 Federal Reserve Banks, 7
Interest rates, 14 Foreign banks. U.S. branches and agencies, 71
Discount rates at Reserve Banks and at foreign central banks and Foreign central banks and foreign countries, 61
foreign countries (See Interest rates) Money and capital markets, 23
Discounts and advances by Reserve Banks (See Loans) Mortgages, 34

Dividends, corporate. 32 Prime rate, 22
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International capital transactions of United States, 50-61
International organizations. 52. 53, 55. 58, 59
Inventories. 48
Investment companies, issues and assets, 32
Investments (See also specific types)

Commercial banks. 4, 15-21, 64-67

Federal Reserve Banks. 10, 11

Financial institutions. 35

LABOR force, 42
Life insurance companies (See Insurance companies)
Loans (See also specific types)
Commercial banks, [5-21, 64-67, 68-71
Federal Reserve Banks. 5. 6,7, 10, 11
Financial institutions, 35
Foreign banks, U.S. branches and agencies. 71
Insured or guaranteed by United States, 34, 35

MANUFACTURING
Capacity utilization, 43
Production, 43, 45
Margin requirements. 24
Member banks (See also Depository institations)
Reserve requirements, 8
Mining production, 45
Mobile homes shipped. 46
Monetary and credit aggregates, 4, | 1
Money and capital market rates. 23
Money stock measures and components, 4, 12
Mortgages (See Real estate loans)
Mutual funds, 12, 32
Mutual savings banks (See Thrift institutions)

NATIONAL defense outlays. 26
National income, 48

OPEN market transactions. 9

PERSONAL income, 49

Prices
Consumer and producer. 42, 47
Stock market, 24

Prime rate, 22

Producer prices, 42, 47

Production, 42. 44

Profits, corporate, 32

REAL estate loans

Banks, 15-21. 35

Terms. yields, and activity, 34

Type of holder and property mortgaged, 35
Reserve requirements, 8
Reserves

Commercial banks, 15-21

Depository institutions, 4, 5, 6, 11

Federal Reserve Banks, 10

U.S. reserve assets, 51

Residential mortgage loans, 34, 35
Retail credit and retail sales, 36, 42

SAVING
Flow of tunds, 37-41
National income accounts, 48
Savings institutions. 35, 36, 37-4]
Savings deposits {(See Time and savings deposits)
Securities (See also specific types)
Federal and federally sponsored credit agencies. 30
Foreign transactions, 60
New issues. 31
Prices, 24
Special drawing rights, 5, 10, 50. 51
State and local governments
Holdings of U.S. government securities. 27
New security issues, 31
Rates on securities, 23
Stock market. selected statistics, 24
Stocks (See also Securities)
New issues, 31
Prices, 24
Student Loan Marketing Association, 30

TAX receipts, federal. 26

Thrift institutions. 4. (See also Credit unions and Savings
institutions)

Time and savings deposits. 4. 12, 14, 15-21, 64-67

Trade, foreign. 51

Treasury cash, Treasury currency, 5

Treasury deposits, 5, 10, 28

Treasury operating balance, 25

UNEMPLOYMENT, 42
U.S. government balances
Commercial bank holdings. 15-21
Treasury deposits at Reserve Banks, 5, 10. 25
U.S. government securities
Bank holdings, 15-21, 27
Dealer transactions, positions, and financing. 29
Federal Reserve Bank holdings. 5. 10, 11, 27
Foreign and international holdings and
transactions, 10, 27. 61
Open market transactions, 9
Qutstanding. by type and holder, 27, 28
Rates, 23
U.S. international transactions, 50~62
Utilities, production, 45

VETERANS Administration, 34. 35

WEEKLY reporting banks, 17. 18
Wholesale (producer) prices. 42, 47

YIELDS (See Interest rates)
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$35.00 per year or $.80 each.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FEDERAL
RESERVE SYSTEM.

ANNUAL PERCENTAGE RATE TaBLES (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. 100 pp.
Vol. II (Irregular Transactions). 1969. 116 pp. Each volume
$5.00.
GuIDE TO THE FLOW OF FUNDS ACCOUNTS. 672 pp. $8.50 each.
FEDERAL RESERVE REGULATORY SERVICE. Loose-leaf; updated
monthly. (Requests must be prepaid.)
Consumer and Community Affairs Handbook. $75.00 per year.
Monetary Policy and Reserve Requirements Handbook. $75.00
per year.
Securities Credit Transactions Handbook. $75.00 per year.

The Payment System Handbook. $75.00 per year.

Federal Reserve Regulatory Service. Four vols. (Contains all
four Handbooks plus substantial additional material.) $200.00
per year.

Rates for subscribers outside the United States are as follows
and include additional air mail costs:

Federal Reserve Regulatory Service, $250.00 per year.

Each Handbook, $90.00 per year.

FEDERAL RESERVE REGULATORY SERVICE FOR PERSONAL
CoMPUTERS. Diskettes; updated monthly.
Standalone PC. $300 per year.
Network, maximum 1 concurrent user. $300 per year.
Network. maximum 10 concurrent users. $750 per year.
Network, maximum 50 concurrent users. $2,000 per year.
Network, maximum 100 concurrent users. $3,000 per year.
Subscribers outside the United States should add $50 to cover
additional airmail costs.
THE U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A MULTI-
COUNTRY MODEL, May 1984. 590 pp. $14.50 each.
INDUSTRIAL PrODUCTION— 1986 EDITION. December 1986.
440 pp. $9.00 each.
FiNnaNciaAL FUTURES AND OPTIONS IN THE US. EcoNoMmy.
December 1986. 264 pp. $10.00 each.
FINANCIAL SECTORS IN OPEN ECcONOMIES: EMPIRICAL ANALY-
s1s AND PoLicy Issugs. August 1990. 608 pp. $25.00 each.
Risk MEASUREMENT AND SYSTEMIC Risk: PROCEEDINGS OF A
JomnT CENTRAL BANK RESEARCH CONFERENCE. 1996,
578 pp. $25.00 each.

EDUCATION PAMPHLETS

Short pamphlets suitable for classroom use. Multiple copies are
available without charge.

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

A Guide to Business Credit for Women. Minorities, and Small
Businesses

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Organization and Advisory Committees

A Consumer’s Guide to Mortgage Lock-Ins

A Consumer’s Guide to Mortgage Settlement Costs

A Consumer’s Guide to Mortgage Refinancings

Home Mortgages: Understanding the Process and Your Right
to Fair Lending

How 1o File a Consumer Complaint

Making Deposits: When Will Your Money Be Available?

Making Sense of Savings

SHOP: The Card You Pick Can Save You Money

Welcome to the Federal Reserve

When Your Home is on the Line: What You Should Know
About Home Equity Lines of Credit
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STAFF STUDIES: Only Summaries Printed in the
BULLETIN

Studies and papers on economic and financial subjects that are of
general interest. Requests to obtain single copies of the full text or
to be added to the mailing list for the series may be sent to
Publications Services.

Staff Studies 1-157 are out of print.

158. THE ADEQUACY AND CONSISTENCY OF MARGIN REQUIRE-
MENTS IN THE MARKETS FOR STOCKS AND DERIVATIVE
ProbucTs, by Mark J. Warshawsky with the assistance of
Dietrich Earnhart. September 1989. 23 pp.

159. NEw Data oN THE PERFORMANCE OF NONBANK SUBSIDI-
ARIES OF BaNk HoLpinGg ComPANIES, by Nellie Liang and
Donald Savage. February 1990. 12 pp.

160. BANKING MARKETS AND THE USE OF FINANCIAL SER-
VICES BY SMALL AND MEDIUM-SIZED BUSINESSES, by
Gregory E. Elliechausen and John D. Wolken. September
1990. 35 pp.

161. A REVIEW OF CORPORATE RESTRUCTURING ACTIVITY,
1980-90, by Margaret Hastings Pickering. May 1991.
21 pp.

162. EVIDENCE ON THE SIZE OF BANKING MARKETS FROM MORT-
GAGE LoaN RaTes IN TweNTy CiTies, by Stephen A.
Rhoades. February 1992. 11 pp.

163. CLEARANCE AND SETTLEMENT IN U.S. SECURITIES MAR-
KETS, by Patrick Parkinson, Adam Gilbert, Emily Gollob,
Lauren Hargraves, Richard Mead, Jeff Stehm. and Mary
Ann Taylor. March 1992. 37 pp.

164. THE 1989-92 CreDIT CRUNCH FOR REAL ESTATE, by
James T. Fergus and John L. Goodman, Jr. July 1993.
20 pp.

165. THE DEMAND FOR TRADE CREDIT: AN INVESTIGATION OF
MoTiVEs FOR TRADE CREDIT USE BY SMALL BUSINESSES, by
Gregory E. Ellichausen and John D. Wolken. September
1993. 18 pp.

[66. THE EcONOMICS OF THE PRIVATE PLACEMENT MARKET, by
Mark Carey, Stephen Prowse, John Rea, and Gregory Udell.
January 1994. 111 pp.

167. A SUMMARY OF MERGER PERFORMANCE STUDIES IN BANK-
ING, 1980-93, AND AN ASSESSMENT OF THE “OPERATING
PERFORMANCE” AND “EVENT STUDY” METHODOLOGIES,
by Stephen A. Rhoades. July 1994. 37 pp.

168. THE EcoNoMmics OF THE PRIVATE EQUITY MARKET, by
George W. Fenn, Nellie Liang, and Stephen Prowse. Novem-
ber 1995. 69 pp.

169. BANK MERGERS AND INDUSTRYWIDE STRUCTURE, 1980-94,
by Stephen A. Rhoades. February 1996. 32 pp.

REPRINTS OF SELECTED Bulletin ARTICLES

Some Bulletin articles are reprinted. The articles listed below are
those for which reprints are available. Beginning with the Janu-
ary 1997 issue, articles are available on the Board’s World Wide
Web site (http://www.bog.frb.fed.us) under Publications, Federal
Reserve Bulletin articles.

Limit of ten copies

FAMILY FINANCES IN THE US.: RECENT EVIDENCE FROM THE
SurvEY OF CONSUMER FINANCES. January 1997.
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Maps of the Federal Reserve System

@
E

" ALASKA
HAWAIL

[LEGEND
Both pages
M Federal Reserve Bank city

Board of Governors of the Federal
Reserve System, Washington, D.C.

NoTE

The Federal Reserve officially identifies Districts by num-
ber and Reserve Bank city (shown on both pages) and by
letter (shown on the facing page).

In the 12th District, the Seattle Branch serves Alaska,
and the San Francisco Bank serves Hawaii.

The System serves commonwealths and territories as
follows: the New York Bank serves the Commonwealth

Facing page
* Federal Reserve Branch city

— Branch boundary

of Puerto Rico and the U.S. Virgin Islands; the San Fran-
cisco Bank serves American Samoa, Guam, and the Com-
monwealth of the Northern Mariana Islands. The Board of
Governors revised the branch boundaries of the System
most recently in February 1996.
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Federal Reserve Banks,

and Offices

Branches,

FEDERAL RESERVE BANK Chairman President Vice President
branch. or facility Zip Deputy Chatrman First Vice President in charge of branch
BOSTON* ... ...l 02106 William C. Brainard Cathy E. Minehan
Frederick J. Mancheski Paul M. Connolly
NEW YORK* ............... 10045 John C. Whitehead William J. McDonough
Thomas W. Jones Ernest T. Patrikis
Buffalo ................... 14240 Bal Dixit Carl W. Turnipseed'
PHILADELPHIA ........... 19105 Donald J. Kennedy Edward G. Boehne
Joan Carter William H. Stone, Jr.
CLEVELAND* ............. 44101  G. Watts Humphrey. Jr. Jerry L. Jordan
David H. Hoag Sandra Pianalto
Cincinnati ................ 45201  George C. Juilfs Charles A. Cerino!
Pittsburgh ................ 15230 Joha T. Ryan, Il Robert B. Schaub
RICHMOND* .............. 23219 Claudine B. Malone J. Alfred Broaddus, Jr.
Robert L. Strickland Walter A. Varvel
Baltimore ................. 21203 Rebecca Hahn Windsor William J. Tignanelli'
Charlotte .................. 28230 Dennis D. Lowery Dan M. Bechter'
ATLANTA ...l 30303 Hugh M. Brown Jack Guynn
David R. Jones Patrick K. Barron James M. Mckee
Birmingham .............. 35283 D. Bruce Carr Fred R. Herr!
Jacksonville ......... Patrick C. Kelly James D. Hawkins’
Miami ............... Kaaren Johnson-Street James T. Curry Il
Nashville ............ James E. Dalton, Jr. Melvyn K. Purcell
New Orleans Jo Ann Slaydon Robert J. Musso
CHICAGO* ................. Lester H. McKeever, Jr. Michael H. Moskow
Arthur C. Martinez William C. Conrad
Detroit ..........ccoenenn.. Florine Mark David R. Allardice!
ST.LOUIS .................. John F. McDonnell Thomas C. Melzer
Susan S. Elliott W. LeGrande Rives
Little Rock ............... Robert D. Nabholz, Ir. Robert A. Hopkins
Louisville ... John A. Williams Thomas A. Boone
Memphis ... John V. Myers Martha L. Perine
MINNEAPOLIS Jean D. Kinsey Gary H. Stern
David A. Koch Colleen K. Strand
Helena .................... 59601 Matthew J. Quinn John D. Johnson
KANSAS CITY ............. 64198 A. Drue Jennings Thomas M. Hoenig
Jo Marie Dancik Richard K. Rasdall
Denver ................... 80217 Peter . Wold Carl M. Gambs'
Oklahoma City ........... 73125 Barry L. Eller Kelly J. Dubbert
Omaha .................... 68102  Arthur L. Shoener Bradley C. Cloverdyke
DALLAS .................... 75201 Roger R. Hemminghaus Robert D. McTeer, Jr.
Cece Smith Helen E. Holcomb
ElPaso ..............o.els 79999  Alvin T. Johnson Sammie C. Clay
Houston .................. 77252 1. H. Kempner, I1I Robert Smith, IIT!
San Antonio .............. 78295 H. B. Zachry, Jr. James L. Stull!
SAN FRANCISCO ......... 94120 Judith M. Runstad Rabert T. Parry
Gary G. Michael John F. Moore
Los Angeles .............. 90051 Anne L. Evans Mark L. Mullinix!
Portland .................. 97208 Carol A. Whipple Raymond H. Laurence!
Salt Lake City ............ 84125 Gerald R. Sherratt Andrea P. Wolcott
Seattle ................ ... 98124 Richard R. Sonstelie Gordon R. G. Werkema?

*Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096 East Rutherford, New Jersey 07016; Utica
at Oriskany, New York 13424: Columbus, Ohio 43216; Columbia, South Carolina 29210: Charleston. West Virginia 25311; Des Moines, lowa 50306:
Indianapolis, Indiana 46204; Milwaukee, Wisconsin 53202 and Peoria, [llinois 61607.

1. Senior Vice President.
2. Executive Vice President



