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Federal Reserve Bank of Dallas

The Federal Reserve Bank of Dallas,
which is one of l2 regional Federal
Reserve Banks in the United Srates, serves
the Eleventh Federal Reserve District. The
Eleventh District encompasses approx-
imately 363,000 square miles and is com.
posed of the State of Texas, northern
Louisiana, southern New Mexico, and
southeastern Oklahoma. There are three
branch offices of the Federal Reserve Bank
of Dallas located in El Paso, Houston. and
San Antonio.

The Federal Reserve System is the cen-
tral banking system of the United States
with the basic purpose of providing a flow
of money and credit that will foster order-
ly economic growth and a stable dollar. ln
addition to this major function, Federal
Reserve Banks issue Federal Reserve notes
and hold deposits of and make loans to
financial institutions. Reserve Banks also
perform various services for financial in-
st i tut ions, act as Fiscal Agent for the
United States, regulate and supervise
banks, and assemble, analyze and
distribute economic and bankine data.
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MESSAGE FROM THE PRESIDENT

The year 1982 was characterized by
a number of changes for Federal
Reserve Bank of Dallas operations
and by new challenges for financial
institutions in the Eleventh Federal
Reserve District. An increased
momentum toward deregulation of
the banking industry, spurred by such
steps as the recently-enacted Garn-St.
Germain Depository Institutions Act
of 1982, brought about changes for
our operations as well as for those of
financial institutions. ln addition, our
staff worked throughout the year to
refine the services we provide for in-
stitutions in this District and to
develop new services which are ap-
propriate in light of the changing
scope of the financial environment.

The District's economy provided
other challenges for all financial in-
stitutions, businesses, and individuals
in this region of the country, as the
effects of a national recession first ap-
peared. Situations affecting the area's
energy industry, retail activities with
the country of Mexico, and regional
agricultural difficulties were the
primary areas of concern in this
Federal Reserve District. However. the
region's relative strength in other in-
dustries, Ievels of employment general-
ly above those of the rest of the na-
tion, and strong bank holding com-
pany growth allowed us to remain op-
timistic as the year came to an end. I
am also confident that we at the
Federal Reserve, through monetary
policy actions, have established the
groundwork for an end to high levels
of inflation in this country.

I am quite proud of our staff at the
Federal Reserve Bank of Dallas and at

our three branch offices. These people
have shown dedication and commit-
ment to their work at the Federal
Reserve throughout this past year and
have allowed our efforts in Bank
operations, supervisory activities, and
monetary policy decisions to be that
much more effective. The directors of
this Bank and its branch offices have
also enhanced our work by bringing
to us the concerns of their particular
businesses and communities as well as
overall management expertise. For
this reason, we are taking a personal
approach to our 1982 Annual Report
and are focusing on a few people in
key areas of our endeavors at the
Federal Reserve Bank of Dallas. I
hope this approach will provide a new
insight to the work we do here.

I have enjoyed very much working
with the financial institutions and
community organizations in the
Eleventh District this past year, and I
Iook forward to hearing your sugges-
tions and concerns in 1983. These
relationships are very important to
my work because they keep me in
touch with developments in the finan-
cial community and throughout the
District. I hope your interaction with
the people of this Bank and your in-
put to our activities will continue to
grow throughout 1983.

Sincerelv.^

(.\*\\\

Robert H. Boykin
President





PEOPLE: OUR PRIMARY ASSET

Every business day of the year, the Federal Reserve Bank
of Dallas and its branch offices are alive with the activity
of hundreds of people. Some help provide important ser-
vices to the financial community, such as the processing

of checks. Others help regulate the vast and complex
system of financial institutions in this region through

such procedures as monitoring the performance of bank
holding companies. Some study economic trends and
provide vital input to national monetary policy decisions.

Still others bring a variety of outside interests and exper-
tise to Federal Reserve operations through their work as
directors and advisors. These people, along with many

others who perform a variety of other functions, serve
the national interest by carrying out central banking
activities with commercial banks and other types of

financial institutions throughout the country. The people

of the Dallas Fed are the only means through which
accomplishments in the areas of operations, supervision,
and monetary policy can be achieved. They are the

Bank's primary asset.





OPERATIONS

Freda Mize works while most people sleep. As a Proof
Machine Operator in the Payments Mechanism Depart-
ment, Freda works from 9 p.-. to 6 a.m. as a member of
the check processing night shift, also known as the
Regional Check Processing Center or RCPC staff. The
Federal Reserve System developed RCPCs in the early
1970s to provide Z4-hour check processing and thus more

efficient service nationwide. Currently, the RCPC staff
handles about 80 percent of all checks processed by the

Dallas Fed. "I think much more goes on at night than
during the day," Freda said. "I very seldom have any free

time at all." Freda works in the area of the department
responsible for processing non-machineable items, those
checks which are too damaged to be processed by com-
puters. She has worked for 7Z years in the checks area
and has worked at night since the inception of the RCPC
in Dallas. During that time, she has become accustomed
to night work and finds avoiding downtown traffic a
plus. "I love working at night," Freda says. "I wouldn't go

back to the dav shift unless I absolutelv had to."

"I have always worked in
the checks area, but it's the
people of the Fed I enjoy
the most."



OPERATIONS

Operations at the Federal Reserve

Bank of Dallas during 1982 were

highlighted by changes in services of-

fered financial institutions, especially

those provided over the Fed's com-

puter communications network, and

by changes in general to the nation's

financial industry. Several refinements

and enhancements were made to

Dallas Fed services during the year to

offer inst i tut ions addit ional services

which are flexible and adaptable to

their needs. Also, the Federal Reserve

Bank of Dallas announced a major

program of increased on-l ine com-

puter access for inst i tut ions wishing to

use Fed services which was greeted

with immediate success. Changes af-

fecting the country's commercial

banks and other types of f inancial in-

st i tut ions due to increased

deregulatory efforts brought about fur-

ther changes to Fed operations in

many other areas of the Bank.

Federal Reserve Banks provide a

variety of services to the financial

community. These services, which

help inst i tut ions conduct their day-to-

day operations, include the processing

of commercial and government

checks, the transferr ing of funds by

wi re ,  cur rency  and co in  p rocess ing

and transportat ion, automated clear-

inghouse operations, and various

securit ies services. Other areas of the

Fed process loans to f inancial inst i tu-

t ions, col lect and provide certain

types  o f  s ta t i s t i ca l  in fo rmat ion ,  p ro-

vide legal and regulatory advice when

necessary, and perform public and

consumer information services.

SERVICE ENHANCEMENTS

The Federal Reserve Bank of Dallas
worked to  enhance and improve

several of i ts services during 1982 in

the areas of securit ies and noncash

collect ion, check processing,

automated clearinghouse (ACH)

opera t ions !  and cur rency  and co in .

The securit ies safekeeping service at

the Federal Reserve Bank of Dallas

was broadened to include three new

categories of definit ive securit ies

which can be held in Fed vaults. The

new categories of securities are eqrlity

securit ies such as stocks and bonds,

cert i f icates of deposit,  and bankers'

acceptances. In addit ion, general

securit ies safekeeping services were ex-

panded during the year to include

financial inst i tut ions located in

Federal Reserve cities which were

previously not el igible for this service.

Collect ion of municipal or corporate

coupons and securit ies payable in the

same c i ty  as  the  own ing  ins t i tu t ion  is

another  serv ice  wh ich  was im-

plemented during 1982. The Bank

also began offering a magnetic tape

including information about al l

securit ies an inst i tut ion chooses to

hold with the Federal Reserve Bank

of Dallas. Noncash col lect ion services

were  enhanced dur ing  the  year  to

provide improved avai labi l i ty for cer-

tain types of these i tems and to



reduce the  amount  o f  p resor t ing  rc -

quired for the deposit of noncash

i tems.

Changes were implemented for the

check processing service to add a

1Z:00 noon mixed cash letter option

which al lows inst i tut ions next-day

availabi l i ty for many i tems. In addi-

t ion, improved avai labi l i ty was im-

plemented for selected i tems in mixed

cash letters deposited before a 12:Ol

a.m. deadline. Other mixed cash let-

ter options and special sort programs

for part icular off ices within the

Distr ict were also implemented. ACH

operations were enhanced during 1982

with the establ ishment of seven data

l inks  bcrwcen f inanc ia l  ins t i tu t ions

and the Fed to provide electronic

del ivery of ACH items.

Coin wrapping services were an-

nounced by the Federal Reserve Bank

of Dallas September 1. This new ser-

vice al lows inst i tut ions to choose be-

tween wrapped coin and bulk coin, in

addit ion to al lowing a later payment

of service charges for wrapped coin.

RESPONSE

In May, the Federal Reserve Bank
of Dallas announced the inauguration

o[  i t s  RESPONSE communica t ions

network and the instal lat ion of the

first IBM Personal Computer as an

addit ional method for accessing the

network. RESPONSE is an on-l ine

l inkage beti .veen f inancial inst i tut ions

and the computer at the Dallas Fed.

The system is used for speed and effi-

ciency in using Federal Reserve ser-

vices, such as wire transfers and

securit ies transactions, and in other

app l ica t ions  such as  rece iv ing  in te res t

rate information. The computer at

the Dallas Fed is connected to al l

other Federal Reserve Banks through

the new Federal Reserve Communica-

t ions System for the Eighties, a

genera l  purposc  da ta  communica t ions

netuork  wh ich  was f i rs t  pu t  in to

operation June 28.

Before the IBM Personal Computer

was init iated as an on-l ine option for

the RESPONSE network, two other

methods were already in place as

alternatives for the service. These in-

clude a direct computer-to-computer

l ink, primari ly for large volume users

of Fed services, and a l ink using

various configurations of terminals,

keyboards and printers with dedicated

communications l ines, primari ly for

moderate volume users of Fed ser-

v iccs .  The IBM Persona l  Computer

option represented the f irst alternative

which was especial ly designed for

smailer financial institutions which

have a lower volume of Fed service

usage. The personal computer uses

dial-up telephone procedures for mak-

ing the connection with the Federal

Reserve computer, so i t  has the ad-

vantage of being avai lable for other

uses when i t  is not being used to con-

nect with the Fed. lnst i tut ions which

have as few as three funds transfers

cach day could cost- just i fy subscribing

to RESPONSE through the personal

computer.

After the first IBM Personal Com-

puter was instal led for use u' i th the

RESPONSE netrvork, interest in the

online service and part icipation in-

creased steadi ly through the re-

mainder of 1982. By the end of the

year, there were 113 f inancial inst i tu-

t ions in the Distr ict onl ine with the

Dallas Fed through the personal com-

puter. Total on-l ine part icipation had

increased to 226 inst i tut ions using one

of the three options for access. The

Federal Reserve Bank of Dallas began

holding one-day training sessions for

inst i tut ions subscribing to the per-

sonal computer to provide instruc-

t ions for i ts use.

VOLUME OF OPERATIONS

Offices of the Federal Reserve Bank

of Dallas processed almost one bi l l ion

checks during 1982 with an associated

dollar value of over $600 bi l l ion. Of

these, almost 900 mil l ion checks pro-

cessed were commercial checks with

an associated dol lar value of over

Commercial Checks Volume

BILLTON CHECKS PROCESSED

lllll

Total On,Line Institutions

iiiil$
19E1 1982

100

1 5 0  . .

l0t-r .

1 i 0  .

100

i0

0



$560 bi l l ion. Automated clear-
inghouse opera t ions ,  wh ich  process
payments electronical ly instead of by
paper check, continued to be affected
by the signif icant growth trend of the
past several years. Commercial ACH
items processed by the Federal

Reserve Bank of Dallas increased ap-
proximately 75 percent from 1981 to
1982, growing from 5.5 mil l ion i tems
to  9 .6  mi l l ion  i tems.  The do l la r

amount associated with commercial

ACH items increased almost 150 per-

cent, growing from $14.6 bi l l ion in

1981 to  $36.2  b i l l i on  in  1982.  In  add i -
t ion, the Bank processed over 15

mi l l ion  U.S.  Government  ACH i tems
wi th  an  assoc ia ted  do l la r  va lue  o f  $7 .5
bi l l ion. In the wire transfer of funds

area,  c lose  to  f i ve  mi l l ion  i tems r re re

hand led  dur ing  the  year ,  w i th  a  do l la r
value of $6.6 tr i l l ion.

Secur i t ies  serv ices  prov ided by  rhe

Federal Reserve Bank of Dallas during
the  year  inc luded the  process ing  o f
issues, redemptions, and exchanges of

U.S.  Government  secur i t ies  in  bo th
def in i t i vc  and book-ent ry  fo rm.  Over
e igh t  mi l l ion  de f in i r i ve  secur i t ies  u  e re
processed with a dol lar value of over

$l bi l l ion, while approximately
I  50 ,000 book-ent  ry  secur i t ies  u  e re
processed with a doi lar value of over

$226 bi l l ion. The Bank received and
counted almost 600 mil l ion pieces of
currency and over one bi l l ion pieces

of coin during 1982. Loans to f inan-

c ia l  ins t i tu t ions  pro . 'esscd dur ing  the
ycar decreased to obl from 891 pro-

cessed in  i98 l ,  bu t  the  do l la r  va lue

associated with these loans increased
from almost $7 bi l l ion to over 910
b i l l i on .

PRICING

Federa l  Reserve  Sys tem pr ic ing

policy was discussed in an off icial

overview presented July 29 by E.
Gerald Corrigan, president of the
Federal Reserve Bank of Minneapolis
and chairman of the System Pricing
Policy Committee. Corrigan's state-
ment explained revisions in the

method to be used for pricing Federal

Reserve services in the future. The

revised pricing technique wil l

recognize that the value of a par-

t icular service might be dif ferent from

its cost and wil l  take inro accounr

prevai l ing market practices. The ex-

ten t  to  uh i .h  th is  nerv  p r ic ing  f lex -

ib i l i t y  w i l l  be  used,  however ,  rs

l imited. The most important and

r' , ' idespread use of the technique, Cor-

r igan sa iJ ,  u  i l l  be  re f lec ted  in  p r ices

for  .e r ta in  typcs  o f  cash le t te r  . lepos i ts

uherc  the  FeJ  has  made major  im-

provementc  in  ava i lab i l i t v  and has

thereby vastly enhanced the value of

the service.

New prices for certain check ser-

vices rvent into effect at the Dallas

Fed Apr i l  1 .  ln  add i t ion ,  a  ma jor

reconfiguration of the Fed's Inter-

distr ict Transportat ion Netrvork was

underu'ay throughout 1982 which was

planned to greatly accelerate the

check col lect ion process and help

el iminate Federal Reserve f loat. This

accelerat ion u'as also planned to al low

insti tut ions to receive earl ier

a v a i l a b i l i t y  f o r  t h e i r  J e p o s i t s .  T h e  I n -

terdistr ict Transportat ion Network is

the method the Fed uses ro move

checks betrveen Federal Reserve off ices

a r o u n J  t h e  t o u n t r y .  O t h e r  m a j o r

changes to the check col lect ion ser-

vice, f loat reduction plans, and new

prices result ing from implementation

of these changes r ' , 'ere planned for

ear ly  1983.

AIso in 1982, the Federal Reserve

BoarJ  announceJ  p lans  fo r  a  g radua l

phase-out of " incentive pricing" for

the  ACH serv ice  by  1985.  New ACH

prices effect ive December 30 were

designed to recover 40 percent of cur-

rent Fed costs plus the private sector

adjustment factor rvhich takes into ac-

count  imputed  taxes  and f inanc ing

costs rvhich rvould have been incurred
h r r  q  n r i r r e t e  f i r m  P r i e e  e h r n o " .  f ^ "
" 1  "  r '

the wire transfer and net sett lement

services vn'ere effect ive Apri l  29. The

u' ire transfer pricing schedule was

changed to spl i t  the charge between

the originator and receiver of a

t rans fer .  l r i c ing  fo r  the  cur rency  and

coin transportat ion service original ly

went into effect January 28.



DE,REC]ULATION

LJthcr arca-. of thc Fcde ral Rcscrr,c
I lank  o f  Da lLas  spcnt  much o f  thc

vcar kccping up r i- i t l -r  an i t-rcrcased

momentum tou  ard  dcrcgu la t ion  o f
r l r e  i ' r ' n l i r r r q  i n J u . t r v  i r r i r i : r t t ' J  l , r r g . . l y
through nc\\ '  i tccounts e-*tabl ished bv

the  Depos i to rv  lns t i tu t ions  Dcrcgu la -

t ion ( lommittc.e (DIDC). This conr-
mi t tee  has  been ass igned thc  task  o f

clrminatir-rg intere-st rate cei l ings or-r

dcpos i ts  a t  the  r ,a r ious  types  o f  f inan-

c ia l  ins t i tu t ions  by  the  Monetar_v

Cont ro l  Ac t  o f  19E0.  Thc  Da l las  Fed 's
regu la to ry ,  lega l ,  and pub l ic  in fo r rna-
r ion arcas kcpt trark of the char-rge-s

announced through t l-rc vear to make

tcrt ain t l ' rat f i r-ra r-rcial i  nst i tut ions a r-rd
thc publ ic remained infrrrrned. Tl 're
I h r r k ' . . r a t i r r i t a l  ; r r e r  ! : L r r L . J  u l r  [ ) r

hand l ing  repor ts  o f  depos i t  fmm

f inanc ia l  ins t i tu t ions  r r  l - r i ch  inc ludc
ne\\ '  categories of accounts.

h'r i ts March 22 meeting, thc DIDC

announced a ncu short-term deposit

ins t rumcnt  t ' i th  an  in te res t  ra tc  t ied
to  t l - rc  91-day  Treasury  b i l l  ra te  to  be

effect ive Nlay 1. This net '  account
jo ined the  s ix -month  cer t r f i ca tc  o f
J . 1 . , ' . 1 1  r r n J  t h . 2  : - 1 . a r  t n i r r i m u r n

cert i f icate, t* o prcvic'ruslv-authorizcd

account-\ rv[-r ich already had interest

ra tc  cc i l ings  t i cd  to  marke t  ra tes .  A t

t irc sr,rtnc mccting, the DIDC

c l im i r - ra ted  in te res t  ra te  ce i l ings  on

anv t ime depos i ts  u  i th  rna tur i t ies  o f
grcater t l ' rar-r 3Lr: years.

t ) r r  J u r r c  2 4 ,  t h r '  \  ( , r n r n i t ( c ( '

au thor ized  another  neu '  account  t ' i th
an i t-rtcrcst ratc cei l ing t ied to the
91-da-v  Treasury  b i l l  and  n ' i th  a
matur i t y  o f  seven to  31  days .  Th is

dcposit account r ' , 'as effect ive

Scpte  mber  1 .

President Reagarr latcr sigrrcd intcr

lar ' ,  an : lct some f inancial industry

p L 1 5 ( ) l u r t '  I  t c r m c J  t h r  m u s t  i m l . , t r t l n l
ins t i tu t ion : r l  leg is la t ion  in  50  years .

Knou 'n  as  the  Garn-St .  Gcrmain

Dcpos i to rv  lns t i tu t ions  Ac t  o f  19E2,

the  leg is la t ion  au thor izcd i  a rnong

other pror", isionsj ir  mone)'  rnarket

deposit account for commercial banks

; r n J . ; r r i r t g r  l n J  l , , i t n  J \ : ( ) \ i i l t i o t ) .  l ( ,

be  "d i rec t l y  equ iva len t  to  and com-

pet i t i ve  u , i th  monev marke t  mutua l

f u r r J . . "  A . s e t .  i n  t l t t  m , , n , : \ ' m a r k c t

mutual funds, u, l-r ich many persons

felt  had attractccl deposits au'ay from

the na t io r r ' s  banks  and sav ings  and

loans ,  had reached approx imate ly

$210 b i l l i on  bv  the  end o f  1982.

The nen' moncy markct deposit ac-

count, rvhich u,as effect ive Deccmber

1 '1 ,  has  no  in tc res t  ra tc  ce i l ing  and

allo*'s up to six prcauthorized

t rans fers  cach month ,  th ree  o f  n 'h ich

rnay bc by check. The DIDC

Dccemher 6 authorized st i l l  anotl-rer

nc\\ '  account n'hrch l-ras t-ro interest

ra te  ce i l ing .  Th is  account ,  u , l ' r i ch  i s

general ly cal lcd t l .re "super NC)W ac-

count " ,  has  s imi la r  fca tures  to  the

moncv market deposit account rvi th

the addit ior-r of al lou,ir-rg unl imitcd

transactions. Tl-rc super NOW ac-

count was authorized to be effcct ive

J a n u a r y  5 , 1 9 E 1 .

Money Market Mutual Funds
Total Assets

BILLION |]OLLARS

-rl
l ' )5f  L ' ts I

Transfers
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SUPERVISION

Ann Worthy thinks of a potential bank merger as more

than just a news item. As a Senior Financial Analyst in

the Holding Company Supervision Department, Ann is

responsible for monitoring the financial condition of

bank holding companies and their subsidiaries and identi-

fying potential problem areas within these institutions.

She is also responsible for analyzing the financial sound-

ness and strength of holding companies preparing to

make expansionary acquisitions and, in a few instances,

for making such assessments about holding companies

wishing to rescue institutions in trouble. "The downturn

in the energy industry and the situation in Mexico both

had an effect on banks in the area," Ann said. The

workload in the Holding Company Supervision Depart-

ment grew in 1982 not only as a result of the economic

situation but also because of the continuing increase in

one-bank holding company applications and formations,

an increase Ann feels is due to the tax advantages of

such an organization. But the variety of work in the

department keeps Ann interested as well as busy.

"Everything we do is a challenge," she says. "Especially

now.t'

"The Fed is a very
stimulating place. In the
last year or two, people
have become more aware of
our supervisory role."



SUPERVISION

The cconomic  c l imate  in  1982 had a
s ign i f i can t  impact  on  rhc  superv is ion
of  banks  and bank  ho ld ing  compan ics
in  the  E leventh  D is t r i c t  by  the
Fedcra l  Reserve  Bank o f  Da l las .  A
ger ) r ' r r l  dou  n tu rn  in  thc  L .nergv  in -
c lus t ry  in  the  Un i ted  Sra tes  and o ther
cond i t ions  caused some banks  rn  the
area to cxpericnce neri kinds of pro-
blems. A few r," 'ere faced rvith in-
creased nonperforming loans and
subsequent l iquiditv problems. At t l -re
same t ime,  hon 'ever ,  con t inucd
gro \ \ ' th  f . r r  th t .  D is r r i t r ' s  bank  h , ' l J ing
companies attested to the relat ive
s t r e n g t h  o f  r h c  h a n k i r r g  i n J u : r r )  i r )
this region. Al l  thcse events led to ir-r-
creased supervisory responsibi l i t ies for
the Federal Reserve Bank of Dallas.

Federal Reserve Banks share respon-
sibi l i t ies for bank supcrvision and
regulat ion rvith the Comptrol ler of
the Currency, the Federal Dcposit ln-
surance Corpora t ion ,  and s ta te  bank-
ing authorit ies. The Fed is the
primary Federal supervisor of state-
chartered Federal Reserr, 'e member
banks  and a l l  bank  ho ld ing  com-
panies. Mcmbers of the Fed examina-
t ion staff regularlv go to banks and
b a n L  h o l J i n g  c o m p l n i e s  r o  c \ c m i r ) 1 .
and ensure thcir safctv and soundness
and the i r  compl iance u  i th  regu la t ions .

T . .  -  l l ; , ; . , ^  ^ . , , . 1 :  ̂ . ; . n :  a f c  - U b -d P f " , ! d L , r ' /

mitted to t l-re Fcderal Rcscrvc b-v

banks u' is[r ir-rg to form one-bank or

rnu l t i -bank  ho ld ing  compan ies  and by

bank ho ld ing  compan ies  expand ing

thror - rgh  acqu is i t ions  o f  add i t iona l  in -

s t i tu t ions .  Somc Fcd s ta f f  mcmbers

l \ r r ) q 1 5 <  t h t ' r e  i r p l r l i e l l i o n : .  l t n J  t r l l t c r -

mor - r i to r  the  cond i t ion  o f  banks  and

bank ho ld ing  compan ies  to  p revcnt
' , r ,  ' h 1 , . - -  f r ,  ' -  . l ,  r ' , ' 1 ,  " 'r  ' - " " - "  r ' l l l g '

CONDITIONS IN 1982

I r r  l ' ) S l ,  t l r t  c r r t r g l  i n J u . t r l  ; r n J  i r .
i m p ; r . t , r n  b r n k  l e n J r n g  p l a v c J  I

s ign i f i can t  ro le  in  the  arca 's  cconomy.
The dr i l l i ng  r ig  count ,  fo r  example ,
peaked in  December  1981 and then

r r r u t  i n u r l l v  J . .  l i n . . J  J u r r n g  t l r e  f i r r r
ha l f  o f  1982.  Dur ing  thc  f i ve-month

period from December i981 to May
1982,  r i .eakncss  in  the  o i l  and  gas  in -
Ju . t rv  r r  a :  i l \  r ' ( )m l ian icJ  b t  rap iJ  in -
c reascs  in  the  do l la r  amount  o f  energv
loans  made by  f inanc ia l  ins t i tu t ions  in
the  Southues t .

\ \  h i le  rh t  cn t ' rg )  inJus t ry  t ' re r reJ

r n  i m | 3 . ' 1  , , n  h a n k i r r g  i n  t h i .  r t g i t r n .

o t h e r  t  r r n J i t i ( ) r r 5  \ \ L r ( '  s i g n i f i e i i n t  r .
r i 'c l l .  A ferr f inancial insrrrurrons ex-
penenced l iquidrty deficiencies u. 'hich

requ i rcJ  suh 'c .1L l .n1  :up t r \  i r ( r ry  a \  -

tron. In N' larcl ' r ,  the f irst closing of a
Texas  bank  s incc  1976 occur rcd ,  and
severa l  add i t iona l  such c los ings  took
place beforc the end of the year. Na-
t iona l l y ,  thc  ra te  o f  bank  c los ings  rvas
at i ts highest lc," 'el  since 1940. There
g'ere also a feu instances in the
Eleventh  D is t r i c t  n 'here  bank  acqu is i -
t ions  took  p lace  to  p revent  c los ings  or

Number of One.Bank
Holding Companies

600

1r0

1ir0

lr-rrl

t00

r0c

ir rrll
19;E 1ei9 1950 19.\ l  1s.\ :

Number of Multi.Bank
Holding Companies

I

9r.

EO

-lLr

;
II

19i.r

lz



to  cor rec t  ser ious  bank ing  prob lems.

The Fedcral Reserr"e Bank of Dallas

n as i t .rvolved i f  a bank holding com-

panv tn thc Distr ict dccided to apply

to accluire a bank experiencing pro-

b lems.  ln  these : rpp l i ca t ions ,  the  Fed

staff sought to cxamine the f inar-rcial

r o r t J i t  i r , t t -  . ' f  t h c  h , t l J i r ) g  \  ( ) m l l i l n i c s

to  de termine i f  they  had the  f inanc ia l

and managcment  s t rength  to  assumc

neu.  s i tua t ions .

CALL REPORTS

Federal Reserr,e Bank of Dallas

opcrations w'ere also affected by rer. ' i -

sions to thc quarterlv Reports of Con-

d i t ion  and lncome requ i red  o f

federal ly- insurcd commercial banks by

fedcral regulators and knolvt-r as Call

Reports by the industry. l t  rvas an-

nounced by the Federal Financial ln-

s t i tu t ions  E.xaminat ion  Counc i l

(FFIEC) t l-rat major revisions to these

relrorts rvould take effect in 19E4 but

tha t  rev is ions  to  cer ta in  key  scc t ions

of the reports n'ould be irnplemented

in 19E2. Beginning u. ' i th the December

l l ,  1982 repor ts ,  ins t i tu t ions  were  re -

qu i rcd  to  repor t  da ta  on  cer ta in

nonperforming loans such as past

due, nonaccrual and renegotiated

l , , l 1 1 r  r ,  r i e l l  a s  l r ' a \ c  f i n a n r i l l g

recei ' , 'ables. Thc neu' information rvi l l

be  made ava i lab le  to  the  pub l ic  beg in -

ning r.r ' i th the June 10, 1983 reports.

T h c  F F I E C  f c l r  r h e t  t h c  a J d i t i t , n a l  i n -

formation \\ 'as necessary to effect ively

mon i to r  and superv ise  the  na t ion 's

banks  in  l igh t  o f  the  cur ren t

econom)'.

HOLDING COMPAT\' Y GROV'TH

In  sp i te  o f  economic  cond i t ions  in

the  D is t r i c t ,  bank  ho ld ing  compan ies

cont inued to  cxper ience the  raP id

gro\\ ' th trend of the past several vears.

There  u 'e re  l l5  bank  ho ld ing  com-

pany fo rmat ions  in  the  D is t r i c t  dur ing

1982, 12i o{ rvl-Licl-r rvere organized as

one-bank  ho ld ing  compan ics .  ln  add i -

t i r ) n ,  t l ) c r c  r i c r c  l 2 u  e u q u i t i t i o n t  t r l -

add i t iona l  banks  by  ho ld ing  com-

pan ies ,  a  43  percent  inc reasc  over

s u c h  a c t i v i t y  i n  1 9 8 1 .

Thc major reason for most one-

bank holding compan-v formations is

reduc t ion  o f  Fcdera l  income taxes .  ln -

te rcs t  payments  to  serv ice  the  debt  in -

cur red  by  a  ho ld ing  companv to  ac-

quire a bank's stock are total ly t i rx

deductiblc, n'hi le interest dcductior-rs

by an ir-rdividual shareholder are

l im i tcd .  A lso ,  i f  a  conso l ida tcd  in -

comc tax return is f i led, thc holding

companv's intcrest deductior-r can be

used to offset the taxable income of

the bank, result ing in a lor 'ver clveral l

tax  b i l l  fo r  the  organ iza t ion .  Because

a  h . r l J i n g  L ( ) m p a n v : a v c i  t a x ( ' s ,  i t  \ ' a t l

redirect cash to the servicing of i ts

debt and, at the same t ime, reducc

the dividends rrceded from its sub-

sidiary bank. This al lorvs the bank to

re ta in  more  earn tngs ,  augment  t t s

t  a p i t a l ,  a n J  b c . o m c  J  i t r \ ) n g c r  i n s t i t u -

t ion .  The major  reason fo r  the  mul t i -

bank holding company tYPc of

organizatiot-r,  on the othcr hand, is tcr

a l l ( ) \ \  g ro \ \ ' l  h  rnJ  cxpr t r . i t ' n

throughout the state into ner.v malket

areas and into permissible nonbank-

ing activi t ies n'hich a bank alone

could not undertake.

S ince  1978,  the  grorv th  in  bank

ho ld ing  compan ies  and the i r  ac t i v i t ies

has been extraordinary. At year-cnd

1982,  there  rvere  411 one-bank

ho ld ing  compan ies  in  the  D is t r i c t ,  307

percent more than the 106 such f irms

rvhich ' ,r ,ere in existence at year-end

1978.  ln  add i t ion ,  there  w 'e re  8J

m u l t r - b a r r k  h o l J i n g  (  ( ) m l r a n i e q  ( o m -

pared to  J6  such ins t i tu t ions  in  1978.

Subsidiary banks of holding com-

panies totaled 988 bv the end of 1982,

161 perccn t  more  than the  179 ex-

is t ing  a t  year -end 1978.  Depos i ts  in

subsidiary banks of Distr ict bank

ho ld ing  compan ies  reached $90.4 i2

b i l l i on  in  1982,  compared u i th

$18.404 b i l l i on  in  1978.  Subs id ia r ies  o f

mul t i -bank  ho ld ing  compan ics  he ld

64.6  percent  o f  the  D is t r i c t ' s  depos i ts ,

u'hi le thosc of one-bank holding com-

pan ies  hc ld  14 .6  perccn t .  Overa l l ,  79 .2

perccnt of the Distnct 's bank dcposits

rvere held in banks aff i l iated u' i th

some type o f  bank  ho ld ing  company

by the  er rd  o f  1982.  Th is  pcrcentage

n a s  o n l v  5 6 . 7  i n  1 9 7 8 .
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MONETARY POLICY

Bill Gruben performs daily tasks realizing they may
have a direct effect on the nation's economy. As a Senior
Economist in the Research Department, Bill studies the
economy of the Eleventh Federal Reserve District by
focusing on key industries and geographic areas and by
keeping in close contact with bankers and persons in
other industries. H., along with the other Fed
economists, is also responsible for briefing Dallas Fed
President Robert Boykin for his meetings in Washington
with the Federal Open Market Committee, the arm of
the Fed which determines national monetary policy.
"The Eleventh District did not feel the full force of the
recession unti l the second quarter of 1982," Bil l said.
"And, because of the types of industries in the District,
the recession was less severe when it did hit." 

'Working 
at

the Fed has placed Bill in an environment where he and
the other economists benefit from each other's work and
one where his own scholarly interests are encouraged.
According to Bill, "Part of the excitement of being at the
Fed is belonging to a group that really does play a signifi-
cant role in shaping our economy."

"This has been a very
dramatic year for the
District economy. But it
has not been a comedv."



MONETARY POLICY

The nation's economy rvas a major

topic of discussion during 1982. Many

persons turned torvard the Federal

Reserve rvith interest as the Fed rvent

before Congress to present i ts vieu's

on the course of monetary pol icy for

the year and to provide updated

reports as the year progressed. Ac'

t ions taken by the Federal Reserve

were, in general,  rvatched more closely

than in the past by the neu's media,

by those in the f inancial industr ies,

and by the general publ ic. At the

Distr ict level,  an unstable situation in

Mexico and events affect ing the

energy industry added to the effects of

a national recession rvhich had an in-

creasing impact on this area in 1982.

Thc  Federa l  Reserve  Bank o f  Da l las

was involved in keeping up ' ,r ' i th these

and other economic trends and seeing

that the concerns of the Distr ict rvere

cons idered as  input  to  nar iona l  po l i (v

decisions.

One of the major functions of the

Federal Reserve System is to develop

and car ry  ou t  monctarv  po l i cy  fo r  the

nation. The Federal Open Market

Committee (FOMC), composed of f ive

Federal Reserve Bank presidents, four

o f  wh ie  h  servc  on  a  ro ra t ing  has is ,

and the seven members of the Board

of Governors, is assigned this task.

This committee meets at least two

t imes cach quar te r  to  s tudv  repor ts

from regional Federal Reserve Bank

pres i . len ts  and economis ts  as  input  to

its decision-making process. In addi-

t ion, a writ ten report on the state of

the economy and the course of

monetary pol icy is required twice each

year of the Federal Reserve Board by

the Ful l  Employment and Balanced

Growth Act of 1978. Federal Reserve

Board Chairman Paul A. Volcker

del ivered oral presentations to Con-

gress  ts ice  dur ing  1q82,  in  February

and July, in conjunction with the sub-

mission of these writ ten reports.

MONETARY TARGETS

"Thc  Federa l  Reserve  remains  conr -

mitted to restraint on the growth of

money and credit in order to exert

continuing dovn'nward pressure on the

rate of inf lat ion," Volcker stated in

the  repor t  g iven  Februarv  l0  and I l .

"Such a pol icy is essential i f  the

groundwork is to be laid for sustained

c c o n o m i c  c x p a n . i o n . "  A t  t h a r  r i m c .

the  Board  adopted  a  ta rge t  g rowth
' " . .o  ^ f  r  i  tn  5  5  nerqgp l  fo r  the. . r  t v  2 . J  Y - L \

monetary aggregate M1 in 1982, reaf-

f i rm ing  the  ten ta t i ve  range i t  se t  in  i t s

mid-1981 repor t .  Other  1982 ta rge t

gro\\'th ranges adopted were 6 to 9

pcr r ' cn t  fo r  M2,  o . r  to  a .5  percent  fo r

M3, and 6 to 9 percent for commer-

cial bank credit.

By July, however, M1 and the other

aggregates had general ly grown to

Icve ls  tomer  ba t  above the  ta rge t

ranges establ ished at the beginning of
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the  vcar .  Vo lcker  to ld  Congrcss  in  h is

Ju lv  20  and 2 l  resr imon_v tha t  t l . re  Fcd
had al lou'ed gro*' th tou.ard the uppcr
ends of the tnrgct ranges during t l ' re
f irst half  of l t)E2 Lrecause of an in-
c reascd des i re  by  ind iv idua ls  and
businesses to hold assets in relat ivelv
) i q u i J  [ o r m "  J u c  t . r  t h ( j  u t ) \ c r r i r i n
statc of the economv. Thc assets af-
fected ucre part of thc various defini-
t ior-rs of thc mone_v suppl_v, \ /olckcr
said. "Moreovcr and I u'ould em-
phasizc this-gron'th someu'hat abovc
the targeted r:rngcs uould bc tolerated
for a t ime in circumstanccs in q,hicl-r

i t  appcared that prccautionar_v or l i -
qu id i ty  mot iva t ions ,  dur ing  a  per iod
of economic uncertaintv etnd tur-
bulence, u,cre leading ro strongcr than
ant ic ipa ted  demands fo r  money, "
Vo lcker  sa id .

Bv  thc  end o f  1982,  Ml  n 'as  c lose  r r>

$480 bi l l ion, u'el l  above the targeted
range o f  approx imate ly  $450 to  g46 i

bi l l ion. Volckcr stated rr.r an Octobcr
t )  ta lk  to  the  Bus iness  Counc i l  a r  Hor
Spr ings ,  V i rg in ia ,  tha t  M1
u.'ould tend to be distorted tou'ard the
end o f  thc  vear  and in to  198J  due to
shifts of funds from maturing al l
-savers cert i f icates and becausc of shif ts
t t r  n e r ,  1 r ' - " u , n r r r i z c J  m ( ) t ) c y  m a r k c t
deposit and supcr NC)W accounts.
\ - , ' l . k c r  r J J c J ,  h o r r e v e r ,  r h a t  t h c  f t t r
t h a t  : r r m e . r f  t h c  l g g r . . g r r c .  h r J  t r n J -
ed to run someu,hat above thcir
r : r r g c t . J  r r n g c :  \  r .  f u l l v  i r e ! c p t i l h l e  t ( )
t h c  F O M C .  " l r r  t h c  ,  i r ,  u m : ( l n , e r ,  I
do  no t  be l ieve  tha t ,  in  ac tua l  im-
plementation of monetary pol icy u'e
have ar-ry altcrnative but to attach
much less than usual t 'eight to
movements  in  Ml  over  the  per iod  i rn -
med ia te lv  ahcad, "  he  sa id .

ECONOMIC COir-DITIONS

The Fcderal Rcsen'e may have at-
t rac ted  the  most  a tcn t ion  dur ing
1982 aftcr i t  lo* 'ered the discount rare

July 20 and subscqucntly lou,ercd thc

rate six addit ional t imcs before the
end o f  the  year .  The d iscount  ra te
h a l  h c e n  l 2  p e r c c n t  J u r i n g  r l r e  f i r - t
ha l f  o f  1982 bu t  f in ished thc  year  a t
8 .5  pcrcent .  Vo lcker  and the  o ther

Fccl governors emphasized throughout

thc  vear  tha t  s rna l l  reduc t ions  in  t l - re

J i s \ ( ) u t .  r l t r '  r c p r c : t t r l  " l l t r  . h : r n g t  i n

thc  bas ic  th rus t  o f  po l i cv . "

The national ccor-romy did shorv

\ ' c r l r i n  r i g n .  , ' f  i l l )  u | t u n )  J u r i n g  t h r

second half of 19192. Shon-rerrn ur-

terest rates gcncral ly decl ined by f ive

to six percentage points, u'hrle mort-
gagc and rnost other long-term rates

droppcd bv three to four pcrcentage
. . . i . . ,  I -  -  r  r . . r . . .  r . . - t h . . r . l r i f r s  i nI ' l , l L r L i .  r r l  ( r u u r L t ( , r  r )  t u r

t h C  t r r U r r t '  t l f  e r  r r n r r l n i r '  ; r r  t i r  i t 1  $  t - r c

ev idcn t  as  the  s tock  rnarke t  exper i -

enccd subs tan t ia l  ga ins .  The Dow,

Jones lndustr ial Avcragc rcached ar.r

a l l - t ime record  c los ing  lcvc l  o f  10 i0 .55

Decembcr  27 ,  hav ing  c l i rnbcd a lmost
l 0 , l  r r r r t t t t r  - i n ,  r .  r r r m m c r .

DISTRICT ECONOMY

ln the Eleventh Federal ll.eserve

Dis t r i r  t ,  impor t ln t  ec t rn t rmic  events

ccntered around an unstable situation

i n  M e x i c o ,  a  s l o l i n g  o f  t h e  c n c r g v  i n -

dus t ry .  and JcprcsreJ  agr i , 'u l tu ra l

condit ions. Thrce devaluations of the

Mexican peso in 1982 disrupted

economic activi ty along the Texas

border, drastical ly reducing retai l  sales
;^  , l ^^  ̂ - . . ^  ^^  |  L . , r  ^ . . r rab lc  e f fc t r :

elser ' , 'hcrc in thc Distr ict as rvel l .  The

oil  and gas industry showed evidence

of greater cxposurc to market forces

a n d  c x h i b i r c J  e y c l i , ' a l  h e h a v i . r r  d u r i n g

much of the year. Extreme weathcr

condit ions, crop diseascs, and low

commodity prices reduced 1982 in-

come prospects for the Distr ict 's

farmers.

Although rhc United States ex-
^ ^ - i ^ ^  . . ,  I  ^ ^  ^ - ^ ^ ^ - ;  .  d . l $  n t u r ny L '  ' L ( ' L ! u

beg inn ing  in  Ju ly  1981,  cv idence o f  a

: r g n i f i c a n t  r c \ c s r i o n  J i d  n o r  a p p e a r  i n

the Elcvcnth Distr ict unti l  late in the

first quarter of 1982. The cffccts of

the reccssion rverc less scvere rvhen

they did emerge , horvever, because
, , , r t a r r )  i n . l " . r r i . .  f p . '  1 . ,  r I - ; .  T - \ ; . 1 . ; .  '

r \ . .  N \  )  L t r  ( i l l :  U l : L l t \ ( t

such as defense, continucd to ex-

pcricnce relat ive strength. The

Distr ict 's uncmployment rate in

December ,  a l though h igh  a t  8 .8  per -

cent, was r. '" 'el l  belorv the national
f i o , , . "  - f  l 0  8  n , ' r , - , . n r

Unemployment Rate 1982
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BOARD OF DIRECTORS

Gerald D. Hines is more closely involved with Federal

Reserve policy than many other businessmen. As Chair-

man of the Board of the Federal Reserve Bank of Dallas

and Federal Reserve Agent for the District, his respon-

sibilities range from general management of the Bank to

making recommendations on monetary policy. Because

1982 was a year in which Federal Reserve monetary
policy was a major news item, Chairman Hines found

that these responsibilities carried more weight than usual.
"l had to continually look at economic activity in the

District, keep alert to public attitudes, and stay abreast of

all changes in legislation which might affect the Fed as

well as changes in monetary policy," h. said. In addition

to bringing his business acumen to the Federal Reserve

Bank of Dallas, Hines found serving on the Board of

Directors helpful in his own work as Owner of Gerald D.

Hines Interests, an internationally-recognized develop-

ment firm based in Houston. "Having a clear understand-

ing of monetary policy gives you a different perspective,"

he says. "lt gives you a much better understanding

regarding financial decisions and much better business
judgment."

"I think the Federal
Reserve has a very good
relationship with the
financial industry in the
Eleventh District."

t9



)ohn V. James, Depufy Chairman
Chairman of the Board,

Dresser Industries, lnc., Dallas, Texas

J. Wayland Bennett
Charles C. Thompson Professor of Agricultural

Finance and Associate Dean. Collese o{
Agr icul tural  Sciences,  Texas Tech Univeis i ty ,

Lubbock, Texas

Lewis H. Bond
Chairman of the Board and Chief Executive

Officer, Texas American Bancshares Inc.,
Fort Worth, Texas

Kent Gilbreath
Associate Dean, Hankamer School of Business,

Baylor University, Vaco, Texas

ZO

The Federal Reserve Bank of Dallas

and i ts branches each have a board of

directors which provides outside

economic information and manage-

ment guidance. During 1982, these

directors were concerned with signifi-

cant events affect ing some major in-

dustries in the Eleventh Federal

Reserve District, and they brought

these concerns with them as they met

each month to discuss the economy

and Federal Reserve Bank manage-

ment. Those directors with

agricultural backgrounds were able to

advise the other board members

about low commodity prices and

severe wearher which had an impor-

tant effect on farming and ranching

in the Distr ict during 1982. A general

slowing of oi l  and gas production was

discussed by those directors with

backgrounds in the energy industry.

The bankers were aware of the

economic  s i tua t ion  in  each major  a rea

of this diverse Federal Reserve

Distr ict.  Those directors with

backgrounds in education, small

business, and other areas brought to

each board, and to the head office

col lect ively, concerns faced by f inan-

cial inst i tut ions, industr ies, businesses,

and consumers in each community of

this region. Although from varied

backgrounds and a diversity of

geographic areas, al l  of the directors

found serving on a Federal Reserve

Bank board an opportunity to pro-

vide input to national pol icy decisions

as well as to have a direct influence

on management pol icies of the

Federal Reserve Bank of Dallas.

Each Federal Reserve Bank has a

nine-member board of directors which

oversees operations under the general

supervision of the Board of Governors

of the Federal Reserve System. These

directors are chosen to represent

various interests and concerns within

the district and bring to the boards a

broad range of expert ise. The nine

directors of the head office board are

divided into three classes of three

each-Classes A, B, and C. Class A

directors are representative of the

member commercial banks through-

out the part icular distr ict and are

usually bankers. Class B and Class C



directors are selected to represent the

general publ ic and come from such

backgrounds as agriculture, com-

merce, industry, service, labor and

consumer groups, among others.

Class A and Class B directors are

elected by member banks in the

distr ict,  whi le Class C directors are

appointed by the Board of Governors

in \Washington. The chairman and

deputy chairman are chosen from the

Class C directors by the Board of

Governors to serve one-year terms.

Although directors can be chosen

to represent al l  parts of the distr ict 's

economy, they cannot be members of

Congress. In addit ion, Class B and

Class C directors c"annot be officers,

directors, or employees of a bank.

Nor can Class C directors own stock
in a bank. For the purposes of elect-
ing Class A and Class B directors,

member banks are divided into three
groups represerrt ing large, medium,

and small  banks, Each group elects

one Class A and one Class B

director.

Directors who serve on Federal

Reserve branch office boards are not

elected, but are appointed by either
the head office board of directors or

the Board of Governors. These seven-

member boards consist of four

members appointed by the head office

board and three members appointed

by the Board of Governors. The

branch office board members are also

chosen to represent banking as well  as
public and business interests.

Directorships of the head office and
the branches are general ly l imited to

one or two ful l  three-year terms. ln

this way, a wider range of experience

and a diversity of information about

community needs are provided to the

Reserve Banks.

Each board meets once a month,

and the members confer on Reserve

Bank management decisions as well  as

discussing economic condit ions and

monetary pol icy. Board members play

a direct role in the Bank's manage-

ment because they are responsible for

appoint ing the Reserve Bank presi-

dent and first vice president, subject

to the approval of the Board of

Governors in Washington, and for

John P. Gi l l iam
President and Chief Executive Officer,
Fi rst  Nat ional  Bank in Val ley Mi l ls ,
Val ley Mi l ls ,  Texas

Robert D. Rogers
President, Texas Industries, Inc.,
Da l las ,  Texas

Margaret S. Wilson
Chairman of  the Board and Chlef  Execut ive
Officer, Scarbroughs Stores'
Austin, Texas

Mi les D. Wi lson
Chairman of the Board and President
The First National Bank of Bellville,
Bel lv i l le ,  Texas
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EL PASO BRAI{CH BOARD

A. J. Losee, Chairman
Shareholder,

Losee, Carson, & Dickerson, P.A.,
Artesia, New Mexico

Chester J. Kesey, Chairman Pro Tem
C. J. Kesey Enterprises,

Pecos. Texas

Stanley J. Jarmiolowski
Chairman of the Board and Chief Executive

Officer, lnterFirst Bank El Paso,
National Association,

El Paso, Texas

the appointment of al l  off icers of the

Bank. They are also responsible for

the Bank's budget and expenditures,

in addit ion to reviewing the annual

in te rna l  aud i t  p rogram.

Directors have a vital role in the

formulation of monetary pol icy

through their advice and counsel to

the  Reserve  Bank pres ident .  They

provide f irst-hand economic and

f inanc ia l  in fo rmat ion  as  input  fo r

meetings of the Federal Open Market

Committee-the top monetary pol icy-

making unit of the Federal Reserve

System. In addit ion, directors deter-

mine  the  d iscount  ra te  charged by

each Federal Reserve Bank.

ELEVENTH DISTRICT

In the Eleventh Federal Reserve

Distr ict,  the area's part icular in-

dustr ies and concerns are well-

represented by the members of the

boards of directors. Since the Distr ict

covers a large and diverse area, the

Dallas Federal Reserve and its

branches are able to have individuals

from a wide variety of occupations

and geograph ic  a reas  serv ing  as

directors.

Agricultural expert ise is represented

by Chester Kesey, owner of Kesey

Enterprises, on the El Paso Branch

Board and by Joe Barbee, who runs

an implement company in South

Texas, on the San Antonio Branch

Board. Head off ice board member J.
\ fayland Bennett has both an

agricultural and a f inancial

background. George Brannies, chair-

man of the board of The Mason Na-
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t ional Bank, also runs a ranch in the

Mason area. These men bring to their

respective boards insights into the

condit ions of the agricultural industry

and also help point out f inancial con-

cerns, potential problem areas, and

solut ions.

Barbee feels that the farm industry

has been through some difficult times

in 1982. He feels that low commodity

prices combined with the f inancial

si tuation in the Republic of Mexico

have contributed to agricultural pro-

blems in the Texas and Mexico

border area. " l 'm not sure that the

people of the United States have a

clear understanding of how serious

the situation is in Mexico and how

we are affected by i t ,"  he said.

According to Bennett,  associate

dean and professor of agricultural

finance at Texas Tech University in

Lubbock, "This area is closely t ied to

both the agricultural and oi l  in-

dustr ies. Both of these industr ies have

experienced problems this past year,

and these problems have a far-

reaching effect on all types of

businesses. Even though we are off

the boom, we st i l l  have a substantial

economy here because of the diversity

of the businesses in this region." Ben-

nett feels that being a director for the

Federal Reserve Bank of Dallas " is an

honor, but i t  carr ies a tremendous

respons ib i l i t y -a  respons ib i l i t y  to

know what is happening in the area

and to convey those activi t ies clearly

to the people who can affect

monetary pol icy decisions."

The energy industry has been

another important area of concern to

this Distr ict 's economy. Directors who

have backgrounds in this field are

John James of Dresser Industr ies, Paul

Howell  of the Howell  Corporation,

and George Smith of Smith Pipe and

Supply. Each of these board members

found 1982 to be an unusual year for

the  o i l  indus t ry .  A l though the  in -

dustry experienced a downturn tn

1982, Howell  stated, "We are st i l l  at a

level higher than 1978. We are just

coming back  down a f te r  the  pros-

perity experienced from 1979 through

1981. "
Several members of the boards

Claude E. Leyendecker
President, Mimbres Valley Bank,
Deming, New Mexico

Mary Carmen Saucedo
Associate Superintendent, Central Area,
El Paso Independent School District,
El Paso. Texas

Ernest M. Schur
Chairman of the Executive Committee,
lnterFirst Bank Odessa, National Association,
Odessa, Texas

Gerald W. Thomas
President, New Mexico State University,
Las Cruces, New Mexico
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HOUSTON BRAI{CH BOARD

Jerome L. Howard, Chairman
Chairman of the Board and Chief Executive

Officer, Mortgage and Trust, Inc.,
Houston, Texas

Paul N. Howell, Chairman Pro Tem
Chairman of the Board, Howell Corporation,

Houston, Texas

Raymond L. Britton
Labor Arbitrator and Professor of Law,

University of Houston,
Houston. Texas

come from academia. ln addition to
Bennett, Lawrence Crum, a professor
of banking and finance at the Univer-
sity of Texas at Austin; Kent
Gilbreath, associate dean of Baylor
University's Hankamer School of
Business; Raymond Britton, labor ar-
bitrator and professor of law at the
University of Houston; Gerald
Thomas, president of New Mexico
State University; and Mary Carmen
'Saucedo all bring to their respecrive
boards expertise in educational as well
as financial, agricultural, and legal
areas. Saucedo, who is an associate
superintendent of the El Paso In-
dependent School District, expressed
her reaction to being a director. "lt's
a tremendous experience," she said,
"The Federal Reserve is interested in
knowing what's going on at the grass-
roots level and that's what we bring
to the board."

The concerns of independent busi-
nesses are brought to the boards
through such members as A. J. Losee
of Losee, Carson, and Dickerson,
Robert Rogers of Texas Industries,
Margaret \Tilson of Scarbroughs
Stores in Austin, Pat Legan of Legan
Properties, Jerome Howard of Mor-
tgage and Trust Incorporated, and
Carlos Zuniga. Zuniga, who manages
a freight shipping company in Laredo,
expressed concern about the effects of
the border economy on small busi-
nesses in his community. "Because of
the devaluation of the peso and ex-
change controls, business in this area
has slowed down tremendously," he
said. "Our economy here is very
related to the Mexican economy. If
they are experiencing good financial
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times, so are we." Other independent

businesses in the District, however,

did not experience the same kinds of

problems because their interests are

not as closely tied to the Mexican

economy.

The financial industry in the

Eleventh District also experienced

many changes during the year. A

trend toward increased deregulation

brought about a new environment for

financial institutions in addition to

any effects of the recession they ex-

perienced. Members of the head office

board who represent banking in this

District are Lewis Bond of Texas

American Bancshares, Miles Wilson

of The First National Bank of

Bellville, and John Gilliam of the First

National Bank of Val lev Mil ls. who

represent large, medium, and small

banks respectively. According to

Wilson, "This District has seen a

stable and growing economy over the

past year, but it is one which did not

grow as rapidly as had been antici-

pated." About his duties as director

he said, "lt's very exciting to be a

director. Not only am I exposed to

the Fed and i ts people, I  am also ex-

posed to the members of the

boards-principally people I would

not have known otherwise."

Ralph David of First Freeport Na-

t ional Bank serves on the Houston

Branch Board. He explained what a

director considers when bringing

banking issues before the board. "We

spend t ime reviewing what is going on

in our own geographical areas," he

said. "'We look at employment,

wholesale and retail sales, transporta-

t ion ,  and any  o ther  economic  con-

cerns that are pertinent to our area's

economy." Research into these areas,

combined with insights into the bank-

ing industry's needs, are expressed at

the monthly meetings. Other

Houston Branch Board members,

such as Thomas McDade of Texas

Commerce Bancshares and \Vill

Wilson of First Security Bank of

Beaumont, bring similar expert ise to

the board.

Banking concerns in South Central

Texas are often expressed by board

members George Brannies of The

Ralph E. David
President, First Freeport National Bank,
Freeport, Texas

Thomas B. McDade
Vice Chairman, Texas Commerce Bancshares,
Inc.. Houston, Texas

George V. Smith' Sr.
President, Smith Pipe & Supply, Inc.,
Houston, Texas

Will E. Wilson
Chairman of the Board and Chief Executive
Officer, First Security Bank of Beaumont,
N.A.. Beaumont, Texas
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SAN ANTONIO BRANCH BOARD

Lawrence L. Crum, Chairman Pro Tem
Professor of Banking and Finance,

The University of Texas ar Austin,
Austin, Texas

Pat Legan, Chairman
Owner, Legan Properties,

San Antonio, Texas

Joe D. Barbee
President and Chief Executive Officer.
Barbee-Neuhaus Implemenr Company,

Weslaco. Texas

Mason National Bank, Charles
Cheever of Broadway National Bank,
and John Garner of Corpus Christi
National Bank, who all serve on the
San Antonio Branch Board. Banking
in the western parts of the District is
represented by Stanley Jarmiolowski
of lnterFirst Bank El Paso, Claude
Leyendecker of Mimbres Valley Bank
in Deming, New Mexico, and Ernest
Schur of lnterFirst Bank Odessa.
These individuals represent both the
categories of f inancial institutions
from which they were appointed and
their area's concerns, economy, and
people.

ADVISORY COMMITTEE

In addition to its directors, the
Federal Reserve Bank of Dallas
established an Advisory Committee of
Financial Institutions to provide a
liaison between the Bank's board and
the financial institutions in the
District. Established in 1981. this
17-member committee is composed of
representatives from banks, savings
and loan associations, and credit
unions throughout the District.
Through the Advisory Committee, a
greater diversity of input to decisions
at the Federal Reserve Bank of Dallas
and of the Federal Reserve Svstem
can be achieved.

The Federal Reserve System has ex-
perienced many changes since im-
plementation of the Monetary Con-
trol Act of 1980. These have involved
offering Fed services to all types of
financial institutions and holding
reserves for them. By forming the Ad-
visory Committee, the Dallas Fed
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established a forum for constructive

and meaningful dialogue between the

Bank and al l  types of f inancial inst i tu-

t ions on matters of mutual interest

and concern.

DIRECTOR CHANGES FOR 1983

Toward the end of 1982, several

changes to the Federal Reserve Bank

of Dallas Board of Directors were an-

nounced to be effect ive January l ,

1983. Robert Ted Enloe, I I I ,  president

of Lomas & Nett leton Financial Cor-
poration, was elected a Class B direc-

tor succeeding Robert D. Rogers.

Rogers was appointed a Class C direc-

tor by the Board of Governors to

replace Margaret S. 
'Wilson 

whose

term expired December 31, 1982. John
P. Gil l iam was reelected a Class A

director for another three-year term

beginning January 1, 1983.

The branch office boards also an-
nounced appointments and reappoint-

ments. At the El Paso Branch, S. Lee

Ware, Jr.,  an investor in real estate

and oi l  ventures, was appointed by

the Board of Governors to replace A.

J. Losee whose term expired at the

end of 1982. Stanley J. Jarmiolowski
was reappointed a director by the

head office board for a three-year

term.

ln Houston, \Yi l l  E. Wilson was

reappointed by the head office board

and Robert T. Sakowitz, chairman of

the board and president of Sakowitz,

Inc., was appointed by the Board of

Governors to serve a three-year term

beginning January l ,  1983. Sakowitz

succeeds Jerome L. Howard whose

term expired December 31.

George Brannies was reappointed

by the head office board to continue

in his duties as director for the San

Antonio Branch. Succeeding Pat

Legan, whose term expired at the end

of 1982, is Robert F. McDermott,

chairman of the board and president

of United Services Automobile

Associat ion, who was appointed by

the Board of Governors to serve as a

director for the San Antonio Branch.

George Brannies
Chairman of the Board and President,
The Mason National Bank,
Mason. Texas

Charles E. Cheever, Jr.
Chairman of the Board,
Broadway National Bank,
San Antonio, Texas

John H. Garner
President and Chief Executive Officer,
Corpus Christi National Bank,
Corpus Christi, Texas

Carlos A. Zuniga
Zuniga Freight Services, Inc.,
Laredo, Texas
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FEDERAL ADVISORY COTINCIL MEMBER

Tom C. Frost
Chairman of the Board,

Cullen/Frost Bankers. Inc.,
San Antonio. Texas

Each year, the Board of Directors of
the Federal Reserve Bank of Dallas
selects an individual to represent the
Eleventh District on the Federal Ad-
visory Council. This council was
established as part of the Federal
Reserve Act which was passed in
1913. Composed of individuals
representing the banking industry
from all 12 Federal Reserve Districts,
the council meets at least four times
during the year in Washington, D.C.
to discuss a pre-arranged agenda.
Council members decide upon certain
issues thev feel are relevant and im-
portant to monetary policy decisions.
On the day following these meetings,
they meet with the Board of Gover-
nors of the Federal Reserve System
and discuss issues relating to financial
concerns, general business trends, and
economic conditions and how they
relate to recommendations on matters
regarding credit and monetary policy.

ln 1981, and again in 1982, the in-
dividual selected by the Federal
Reserve Bank of Dallas Board of
Directors to serve on the council was
Tom C. Frost, chairman of the board
of Cullen/Frost Bankers, lnc., in San
Antonio. Frost feels that, while it is
important that the Federal Reserve is
an independent agency of the govern-
ment, it is also equally important that
the members of the Board of Gover-
nors are not isolated from the public.

According to Frost, "lndependence
within government is the basic key to
proper administration of monetary
policy." He feels that the decision pro-

cess the Board must go through in
relation to monetary policy is enhanc-
ed by input from council members.
"Regular contact with people from the
banking industry helps insure that the
Board of Governors is not isolated
from the concerns of the general
public," he said.

Serving on the Advisory Council is
"one of the more enlightening things I
do," according to Frost. "Meeting
with people from all parts of the
country gives me a better understan-
ding of conditions throughout the
United States, and not just in my
own particular area, I hope that same
impact is felt by the Board of Gover-
nors-and I'm convinced it is."
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STATEMENT OF CONDITION

ASSETS

Gold certificate accountr
Special Drawing Rights certificare account2.
Coin .

Loans to depository institutions

Securities:

Federal agency obligations . . .

U.S. Government securities

Totai securities. . . . . .

Cash items in process of collection
Bank premises (net) . .

Other assets

Interdistrict settlement account

TOTAL ASSETS

LIABILITIES

Federal Reserve notes. .

Deposits:

Depository institutions

Due to other Federal Reserve Banks-collected funds
Foreign

Other .

Total deposits

Deferred availability cash items.
Other  l iab i l i t ies .  . .  . .  .

TOTAL LIABILITIES

CAPTTAL ACCOUNTS

C a p i t a l p a i d i n . . . .
Surplus

TOTAL CAPITAL ACCOUNTS

TOTAL LIABILITIES AND CAPITAL ACCOUNTS . . . . .

rThis Bank's share of gold certif icates deposited by the U.S. Treasury with the Federal Reserve System.

December 31,
1982

$ 743,000,000
310,000,000

3 1 , 8 1  1 , 5 5 1
159,700,000

605,772,70O
9,19L,977,299

December 31,
1981

$ 628,000,000
192,000,000
26,213,483
57,100,000

570,9tr,942
7,991,694,r05

$ 9,797,749.,999
L,4O4,O85,r27

16 ,015 ,519
577,919,963

9L,373,584

$ 8,562,606,047
1,525,865,794

14,252,282
565,0t2,704

r,s4r,916,34r

$t3,L3t,654,743 $13,112,966,651

6 9,316,417,9O5

2,408,406,887
763,616

13,650,000
44,39L,O53

$ 2,467,211,556
r,o24,365,3t4

L35,L44,769

$8,665,487,923

2,929,675,161

19,459,000
22,256,664

$ 2,97t,340,875
L,149,t44,779

r59,460,124

$L2,943,t39,543 $t2,945,433,651

94,257,600
94,257,600

83,766,500
83,766,500

188,515,200 $ 16i,531,000

$L3,L3t,654,743 $r3,rr7,966,651

'This Bank's share of Special Drawing Rights certif icates deposited by the U.S. Treasury uith thc Federal Reserve Bank of Neu York
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EARNINGS AND EXPENSES

CURRENT EARNINGS

Interest on loans to depository institutions

Interest on government securities

Earnings on foreign currency

Revenue from priced services

All other earnings . .

Total current earnings

CURRENT EXPENSES

Current operating expenses. . .

Federal Reserve currency

Total current expenses

Less expenses reimbursed or recovered.

Current net expenses

CURRENTNETEARNINGS. . . . . .

PROFIT AND LOSS

Additions to current net earnings:

.Profit on sales of government securities (net) .

All other additions

T o t a l a d d i t i o n s . . . . .

Deductions from current net earnings:

Loss on sales ofgovernment securities (net) . .

Loss on foreign exchange transactions (net) . . .

All other deductions

Tota ldeduc t ions  . . . .

Net additions or deductions

Assessment for expenses of Board of Governors . . . .

NET EARNINGS AVAILABLE FOR DISTRIBUTION

DISTRIBUTION OF NET EARNINGS

Dividends paid

Payments to the U.S. Treasury (interest on F.R. notes) .

Transferred to surplus

Surp lus ,January  I  . . .

Surplus,December 31 ..  . .

L982

$ 15,125,041
l,o!9,659,zOL

27,925,967
26,088,093

6ZL,3L0

1981

$ 8,847,852
891,720,713
34,586,775
10,149,890

509,962

$1,089,419,612 $ 945,815,192

$ 6L,399,57L
4,?55,151

$ 66,L54,?22
(3,786,618)

$ 62,368,L04

$1,027,051,508

5,851,259
40,300

$ 54,004,198
5,904,801

$ 59,908,999
(2,757,377)

$ 57,151,622

$ 888,663,570

7og,o7;
5,89t,559

9,724,794
688,177

709,075

7,574,644
18,665,503

226,836

$ 10,412,971 $ 26,466,983

(4,52L,412)
(4,O74,500)

(25,757,908)
(3,900,200)

$1,018,455,596 $ 859,005,462

$ (5,368,824)
(L,OO2,595,672)

10,491,100
83,766,500

$ (4,745,886)
(844,020,676)

10,238,900
73,527,600

$ 94,257,600 $ 83,766,500
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VOLIJME OF OPERATIONS

HEAD OFFICE AND BRANCHES COMBINED

Number of  Pieces Handledt Dollar Amount (thousands)

Currency received and counted
Coin received and counted

Food stamps redeemed

Transfers of funds

Checks handled:

U.S. Government checks
Postal money orders .

All otherz

ACH items handled:

Commercial

U.S. Government

Collection items handled:

U.S. Governmenr coupons paid . . .

Al l  other.

Issues, redemptions, and exchanges of
U.S. Government securities:

Definitive

Book-entry

Loans .

rPackaged items handled as a single item are counted as one piece

2Exclusive of checks drawn on the Federal Reserve Banks.

L982

577,006,000
I ,015,907,000

166,927,OOO

4,718,020

4L,964,OOO
9,792,OOO

870,5 19,000

9,613,336
l5,l7o,zol

99,810
LO4,76r

8,318,206
t49,t82

667

1981

495,958,000
890,8i4,000
183,65i,000

4,030,I  19

43,146,000
10,076,000

I,008,304,000

5,489,42.4
13,37 r,r4l

113,000
178,764

9,7 33,lgz
186,7 10

891

t982

6,594,283
t85,917
672,126

6,662,648,673

40,081,037
777,917

567,757, t47

36,24O,667
7,556,324

60,167
7 7 L , t Z 6

3,3O5,L49
226,064,506

LO,5Z7, l7O

1981

5,472,280
167,387
7Q7,160

5,610,298,909

36,684,881
772,158

427,390,197

t4,561,544
5,198,098

66,979
35t,r76

6 544 qoq

t a v 4 / \  t \ h

6,862,835
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BANK HOLDING COMPANY ACTIVITY

NUMBER OF BANK HOLDING COMPANIES, BANK AND NONBANK SUBSIDIARIES

COMPANIES

One-bank holding companies

Multibank holding companies

Total bank holding companies

SUBSIDIARY BANKS

One-bank holding companies . .  .

Multibank holding companies

Total subsidiary banks

NONBANK SUBSIDIARIES

One-bank holding companies

Mult ibank holding companies

Total nonbank subsidiaries

These figures are adjusted to reflect ownership of thc same subsidiary bank by two bank holding companies.

DEPOSIT DATA FOR SUBSIDIARY BANKS OF BANK HOLDING COMPANIES

DOMESTIC DEPOSITS IN SUBSIDIARY BANKS (millions)

, One-bank holding companies

Multibank holding companies . . .

-r^.^ l

SUBSIDIARY BANKS, PERCENT OF DISTRICT DEPOSITS
One-bank holding companies

Mult ibank hold ing companies

December 31,
t982

43r
83

520

403*
585

988

68
243

3 1 1

December 31,
1982

$16 ,701
73 ,771

$90,472

14.6
64.6

December 31,

1981

150

407

346*
448

794

7r
191

767

December

198 1

$  12 ,619
56,097

$68,7 l6

tz .9
57.4

Total . 79.2 70.J
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