1987

5
FEDERAL
RESERVE
BANK OF
ATL/ﬁNTA

ANNUAL
REPORT



Contents:

1

12
15
18
19
20

Message from the President

Highlights

International Competitiveness
and the U.S. Standard of Living

Directors

Officers

Statement of Condition

Statement of Earnings

Summary of Operations



Message
from the President

February 12, 1988

This report features a brief review of major developments at the Federal
Reserve Bank of Atlanta in 1987. Following these highlights is an essay which
forecasts that, despite the October stock market crash and continuing market
uncertainty, 1988 will become the sixth consecutive year of U.S. economic
expansion. Notwithstanding these promising prospects, we run the risk as a
nation of alower standard of living unless we begin to reduce the huge foreign
debt burden we have amassed. To do so demands that we rely not on a falling
dollar nor on protectionism, but rather that we enhance the international com-
petitiveness of American products.

Besides the highlights and economic essay, this report presents con-
solidated financial statements of the Federal Reserve Bank of Atlanta and its
Branches in Birmingham, Jacksonville, Miami, Nashville, and New Orleans.
Included is a year-end statement of condition as compared with 1986; earn-
ings and expenses figures for the two years; and a summary of operations for
the same period. A list of directors and officers who served during 1987 com-
pletes the report.

In closing, I would like to thank the directors of the Sixth District for the
valuable counsel they provided throughout the year. My special appreciation
is extended to Jane C. Cousins and Horatio C. Thompson, directors who com-
pleted six years of service to the head office in 1987.

O2lx Q.- Stz

Robert P. Forrestal
President and Chief Executive Officer
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FINANCIAL SERVICES

Prices and Volumes. In 1987, the Atlanta
Fed maintained or reduced selected prices in
locally-priced service areas, including checks,
definitive safekeeping, noncash collection,
and nonautomated electronic payments. Ser-
vice volume growth and cost-effective op-
erations enabled the Bank to achieve this
price stability while continuing to provide
quality service.

Volumes increased in all service areas
except definitive safekeeping and noncash
collection. The Bank sorted and processed
over 2.5 billion checks in 1987, far more than
any other Reserve Bank and about 5 percent
above its 1986 level. In the electronic pay-
ments area, wire transfer volume grew 2.3
percent from 1986, and total automated
clearinghouse (ACH) volume jumped about
26 percent. In the securities services area,
bookentry transfer volume expanded 3 per-
cent, Definitive and noncash volumes de-
clined by 6.3 and 10.9 percent, respectively.
These decreases were expected as a result of
1983 tax law changes.

New Products. The Atlanta Fed developed
and introduced 15 new products last year as
part of its “Quality Service” program, which
promotes productivity with consistently high
standards. One new product, Accounting
Information Services (ALS), was implement-
ed to provide depository institutions with
up-to-date—and in some cases up-to-the-
minute—account information delivered ei-
ther on-line or off-line. The Sixth District was
one of the first in the Federal Reserve System
to offer AIS. Also, the Bank began piloting an
extended MICR (magnetic ink character
recognition) capture program in the check

Highlights

services area. The program gives payor in-
stitutions electronic access to check informa-
tion before the checks are actually delivered.

(iash

Second Generation Automated Currency
Processing System. From 1985 to 1987, the
Atlanta Bank served as one of three pro-
totype test sites for second-generation sys-
tems, which are designed to improve ac-
countability, security, and production. The
equipment tested in Atlanta was ultimately
selected by the Federal Reserve System to be
used nationwide,

Custody Control. Last year the Bank im-
plemented new custody control standards
for the handling of valuables in its safekeep-
ing. These controls help protect the Bank, its
employees, and its assets from possible harm
or loss. In addition, the Atlanta Fed created
and began running a custody controls train-
ing program that emphasizes ongoing in-
struction for all employees who handle
valuables. The program’s success has led to
its adoption by several other District Banks.

Checks

Automated Check Adjustments. During
the early part of the year, the Branches con-
tinued the effort begun in 1986 to achieve
substantial reductions in the average number
of outstanding check adjustment cases. The
Bank developed a proposal and accepted
bids for an automated adjustments system,
which allows it to track down unidentified
errors made during the check collection pro-
cess. The Atlanta and Birmingham Branches
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installed two vendors’ products and the other
Branches will make the conversion in 1988.

Competitive Equality Banking Act of 1987.
To help the Federal Reserve System meet the
Act’s expedited funds availability provisions,
the Atlanta Bank undertook a study of ways
to improve check processing methods. How-
ever, operational changes to accommodate
the Act will not be made until 1988.

Electronic Payments

Encryption. Electronic payments network
security is a concern for the financial com-
munity and the Federal Reserve alike. The
System’s objective is to protect both the
integrity and privacy of electronic data flow-
ing between Reserve Banks and depository
institutions. Therefore, in 1986 the Bank
began a phased approach to encrypting all
electronic connections between depository
institutions and local Reserve Bank offices.
At the end of 1987, virtually all connections
had been encrypted.

EFT. Last year the Atlanta Fed prepared for
its January 1, 1988, assumption of product
management for the System’s Electronic
Funds Transfer (EFT) services. A ten-person
staff was assembled to coordinate electronic
payments services, new product develop-
ment, and pricing for the System.

Securities Services

Savings Bond Consolidation. In accor-
dance with the U.S. Treasury Department’s
move toward nationwide centralization, the
Bank consolidated selected savings bond
activities at the Atlanta office during 1987.
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Original issues, reissues, redemptions, and
exchanges for the various series (EE, E/EE,
and H/HH) are now processed at the Atlanta
Branch, instead of at the individual Branches.
Consolidation permits more efficient and
cost-effective handling of savings bond trans-
actions for the Treasury as well as the Federal
Reserve. In response to consolidation, the
Bank developed an automated savings bonds
system, whereby customers can still initiate
savings bond transactions at local Fed offices
even though processing takes place in At-
lanta.

SUPERVISION AND
REGULATION

Changing Constituency. The Sixth Dis-
trict’s constituency continues to change,
mainly because of interstate banking. The
District now includes 4 of the 50 largest bank-
ing institutions in the United States. While
several larger state member banks have
merged or been acquired, the number of state
members has grown to 120, up 6 from 1986.
Seventy-five of these, typically small de novo
banks in south Florida, have joined the Sys-
tem within the last five years.

Atlanta Fed examiners are responding to
these changes with increased automated
management information systems and con-
tinued off-site surveillance. Through research
and training, they also are preparing for the
possible expansion of banks into traditionally
nonbank activities.

Discount Rate. The discount rate was
changed once in 1987, when it was increased
from 5.5 to 6 percent on September 4.

8
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RESEARCH ' AND STATISTICS

SN
Research

In 1987 the Atlanta Fed concluded a three-
year redirection of its Research Department,
moving toward more policy-related research
on macroeconomic, financial, and regional
development issues. Economists completed
important studies on foreign exchange rate
determination and influences, international
determinants of real interest rates, and mon-
etary policy effectiveness. Other work dealt
with important aspects of financial behavior,
including forecasts of stock market volatility,
the operation of futures markets in foreign
exchange and oil, and risk exposure in in-
terest rate swaps.

The Bank also expanded its efforts to pro-
mote research exchange with other econo-
mists. Besides its monthly seminar for At-
lanta area economists, the Atlanta Fed ini-
tiated a workshop series on money, banking,
and finance with Emory University. In this
ongoing program, economists of national sta-
ture are invited to present papers on topics
such as securitization of loans, greenmail,
and bank failures, and to respond to cri-
tiques.

Pubhc i;ftirmation

The Bank revamped its major publication,
the Economic Review, to provide more in-
depth coverage of serious economic re-
search. The Atlanta Fed also increased media
outreach and garnered coverage in such na-
tionally prominent publications as Forbes, For-
tune, the Wall Street Journal, and the Christian
Science Monitor. A monthly press update on

the Atlanta Fed Dollar Index proved to be
particularly successful. With the continuing
assistance of the Branches, the Bank also
expanded its educational outreach beyond
existing programs (tours, responses to tele-
phone inquiries, and speeches to school and
business groups) as it participated in teacher
workshops around the District. The Atlanta
Fed also distributed a videotape that struc-
tures a discussion of money’s history and
economic role around the exhibits in the
Bank’s Monetary Museum.

it ) _';

Stahshcal Reports

Statistical Reports, which handles financial
data from the District’s depository institu-
tions, completed a major conversion of its
report processing application in 1987. The
conversion was part of a Federal Reserve Sys=
tem project to develop and implement gen-
eralized software for editing high-quality
data and for transmitting the information
quickly from Reserve Banks to the Board. The
software also allows the Banks to enact
changes in reporting requirements on short
notice without compromising data integrity
or timeliness.

Cérp&r;lie and Community Relations

Advisory Groups. The Atlanta Fed’s Ad-
visory Council on Agriculture, Small Busi-
ness, and Labor met twice in 1987, as did its
seven-year-old Financial Institutions Advi-
sory Committee. Both groups were formed
to improve communication between the Fed
and the economic and financial sectors the
members represent. President Robert P.
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Forrestal also continued to meet with busi-
ness and financial leaders in cities around the
District to poll views on current issues and
problems.

Last year the Atlanta Fed participated in
several business/education partnership pro-
grams, which offered assistance to job-seek-
ing minority youths, and in organizations
such as the Chamber of Commerce and
United Way.

CORPORATE SERVICES

New Jacksonville Facility. The Jackson-
ville Branch’s new building was dedicated on
September 9 with newly appointed Federal
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Reserve Chairman Alan Greenspan among
those officiating at the ceremony. Comple-
tion of the $22.3 million, 200,000-square-foot
facility capped a nine-year project to replace
the 90,000-square-foot building that had
housed the Branch for 34 years.

Atlanta Building Addition Project. Con-
struction began on a 58,000-square-foot
addition to the Atlanta Bank in early Feb-
ruary. By year’s end it had reached 60 percent
completion. The project is scheduled for
completion in September 1988.

Early Retirement Program. Last year the
Bank offered an early retirement program to
employees who were at least 50 years of age
in 1987 and whose age plus years of service
equaled 75. Fifty percent of the 224 eligible
employees in the District accepted the op-
portunity.

Jacksonville Branch
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INTERNATIONAL

COMPETITIVENESS AND THE
U.S. STANDARD OF LIVING

This being an election year, the economy
will doubtless receive a great deal of attention
from the candidates and the public alike.
Such a focus on economic issues is timely at
thismoment since the favorable prospects for
continued U.S. growth could mask several
signals of long-term problems. Chief among
these is our nation’s apparently waning glob-
al competitiveness and its potential impact
on our future standard of living,

National Outlook

The basis for such optimism becomes evi-
dent as we look at how the major economic
indicators performed over the past year and
forecast their course for 1988. Real gross
national product (GNP)—the total output of
goods and services expressed in inflation-
adjusted terms—grew 2.9 percent on average
in 1987, pushing the jobless rate down to 5.8
percent by year’s end from its 7.0 percent
average in 1986. Although consumer prices
at this time stood 4.4 percent above their

Robert P. Forrestal

December 1986 level, much of this accelera-
tion was due to higher import prices and to
cessation of the oil price declines that had
offset most inflationary pressures during
1986.

Looking ahead through 1988, the current
expansion seems likely to continue, albeitata
slower pace of 2 percent or slightly higher. As
output growth decelerates, unemployment
should hover around the 6 percent mark or
rise somewhat. Inflation, however, probably
will not differ much from last year’s pace.
This forecast for ongoing growth rests on
three areas of strength: continued modest
advances in consumption, further gains in
capital spending on new equipment, and a
fairly significant upswing in foreign trade.

Despite last October’s market crash, con-
sumer spending should advance modestly in
1988. However, the mainspring for growth
will not be consumption but rather net ex-
ports. In price-adjusted terms, net exports
have been trending upward since late 1986 in
response to the dollar’s substantial drop in
value against foreign currencies (see Chart I).
This devaluation has made U.S. goods more
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attractive to foreigners, thereby boosting
manufacturing production and employment.
In addition, West Germany and Japan have
recently begun to stimulate their economies,
a move that should further bolster demand
for American goods. Thus, U.S. export growth
is likely to continue to stoke expansion in the
manufacturing sector, in turn spurring in-
vestment, especially in equipment. Early sur-
veys of capital spending plans suggest re-
spectable gains in this area.

The economy’s weakest sector during 1988
will probably be commercial and residential
construction. Substantial amounts of office,
condominium, and apartment space remain
to be absorbed. Another potential drag on the
economy is that businesses could find it more
difficult to raise capital
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As for inflation, oil prices are likely to keep
within their present range, OPEC’s recurrent
discord nothwithstanding. Last year’s fur-
ther slide in the dollar, however, should push
non-oil import prices up even more. As
these prices rise, the dollar-related increase
in domestic manufacturing could exert up-
ward pressure on labor costs, especially since
capacity utilization has been growing and
unemployment is close to the “natural rate”
(that is, the point at which further efforts to
stimulate growth result in more wage pres-
sures than job gains). Hence, prices will
probably advance at about a 4.5 to 5 percent
rate, much the same as they did during 1987.
Overall, with slackened yet still moderate
GNP growth and no acceleration of inflation

for major new products
as a result of the stock
market's plunge. Further-
more, since “Black Mon-
day” brought the budget
deficit into sharper focus,
fiscal stimulus from gov-
ernment spending will
abate somewhat in com-
parison with recent years.
All the same, the fact that
last year’s reductions were
achieved in part through
one-time measures such
as asset sales means that
the federal budget deficit
is likely to widen mod-
erately in 1988. This mix
of economic pluses and
minuses—international
trade, construction, and
consumer and govern-
ment spending—sug-
gests continuing GNP
growth during the course
of 1988.

Billions
of U.S.
Dollars

1980.1 1981.1

Real Net Exports s

Chart I.

(Quarterly Data, 1980.1-1987.4)
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in the offing, we can anticipate another year
of reasonably good economic performance.

Pfos';)écf'é for the Southeast

In its diversity, the southeastern economy
tends to reflect the strengths and weaknesses
of the entire nation. Hence, the auspicious
outlook for manufacturing associated with
the dollar’s decline should bolster outputand
employment in the region’s factories, espe-
cially those that have modernized their op-
erations. Unfortunately, many parts of the
Southeast remain oriented toward the kind
of low-wage, labor-intensive production that
has characterized the region since its labor
force shifted out of farming (see Chart II).

The fact that last year the dollar finally began
to depreciate against the currencies of the
Pacific basin’s developing countries should
give some relief to the many southeastern
industries, like apparel, that are sensitive to
import competition from those developing
nations. Still, the amount of currency realign-
ment with such countries has been quite
small compared with the dollar’s fall against
the yen, deutsche mark, and currencies of
other advanced economies. Moreover, cost
structures in many of the developing coun-
tries are more favorable than the Southeast’s,
which puts the region ata further competitive
disadvantage. Fortunately, the rebound an-
ticipated for the region’s retooled traditional
industries as well as for its newer industries
should be reinforced as worldwide supply

Chart II.
Distribution of Manufacturing Employment,

Southeast vs. U.S.
(Percent, 1987)
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Source: Computed by the Federal Reserve Bank of Atlanta from data released by various state labor departments and the
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and demand for agriculture and natural
resources move closer toward a balance.

In terms of specific states, those in the
region’s eastern portion—Georgia, Florida,
and Tennessee—can expect to register con-
tinued good performance. These states’ more
technologically advanced manufacturing and
burgeoning service sectors are helping to
offset weaknesses, whether in import-bat-
tered industries like apparel or in the produc-
tion of phosphates and many other com-
modities whose prices remain depressed
worldwide. Rapid population growth is also
a boon, especially to the states of Florida
and Georgia.

Vigorous cotton prices are helping Mis-
sissippi’s large farming sector. However, the
national upturn in manufacturing may largely
bypass Mississippi since much of its factory
output is concentrated in the low-wage sec-
tor, where developing countries have a de-
cided advantage. Louisiana may fare worse
than Mississippi because its economy is so
skewed, with even its small manufacturing
sector being tied to energy. If il prices
remain fairly stable, though, the modest
recovery in the state’s drilling activity should
gain force in 1988.

Alabama occupies the middle ground, both
geographically and economically. Manufac-
turing growth should help this state further
the advances begun last year, since industrial
production holds sway over its economy,
despite the widening role of health and
educational services, especially in Birming-
ham. In addition, somewhat brighter pros-
pects for farming and energy should foster
improvements in Alabama’s still important
natural resources sector. Indeed, the state’s
coal production had already begun to notch
upward last fall. On balance, the southeastern
economy should outperform the nation’s
again in 1988, drawing strength from the
same international forces that will boost U.S.
manufacturing generally.
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Competitiveness—
The Only Answer
to Our Deficits

On the surface this outlook seems to sug-
gest “business as usual.” After all, the United
States has enjoyed more than five years of
continuous growth, and economic indicators
point to further expansion in the near term.
Yet a number of signals—the stock market
crash, slow progress in narrowing the trade
deficit, and, perhaps most important, a rising
level of debt—clearly indicate that all is not
well. In the same period that our nation has
experienced its longest postwar economic
expansion, it also has reversed its once para-
mount role in the world’s credit markets. In
1981, the United States was owed about $140
billion, a record figure; by the end of 1987,
however, we had become the world’s fore-
most debtor nation, owing foreigners nearly
$400 billion—another unprecedented amount.
More significantly, this debt was accrued not
to finance expansion of American productive
capacity but rather to pay for current spend-
ing, especially by the government.

The turnaround from creditor to debtor
helps explain the pervasive feeling of uneasi-
ness amidst today’s seeming prosperity.
Americans have begun to question whether
we canrepay these obligations without either
changing the way we do business or accepting
reduced living standards. The bull market’s
abrupt haltin October starkly reflected inves-
tor concern over the future’s uncertainty.

For at least the past five years, the United
States has been exporting IOUs in the form of
Treasury securities in order to finance its
massive federal budget deficits. To service
and ultimately retire this enormous debt, the
nation must begin running substantial export
surpluses. The longer this process is delayed,
the more painful it will be, for as the debt
service burden escalates over time it causes

9
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erosion in the American living standard.
Faced with a growing burden of U.S. debt,
future generations will have to earmark a
higher portion of their incomes to interest
payments abroad and less to personal con-
sumption.

This critical problem cannot be resolved by
either of the strategies that have command-

tain our living standard. As for further dollar
depreciation, attempts to cut the prices of
U.S.-made goods relative to foreign products
seem to be reaching the point of diminishing
returns. A currency realignment has been oc-
curring for nearly three years now; following
the headlong plunge of recent months, the
dollar now seems to be stabilizing. Were the
dollar to resume its sharp

Chart III.
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downward trend, how-
ever, the likelihood of
increased U.S. inflation
would rise, as would the
probability of dampened
growth in those very econ-
omies whose markets we
have targeted for our ex-
ports. Obviously, these
developments would scut-
tle our hopes of realizing
gains in trade.

Since neither protec-
tionism nor dollar de-
preciation is a productive
tactic for routing our def-
icits, we should endeavor
to raise U.S. productivity
and the quality of our
goods. America needs to
invest more in both our
physical and human cap-
ital to increase produc-
tivity. While this decade’s
heightened foreign com-
petition has spurred con-
siderable productivity

16 18 20

ed so much recent attention—protectionism
and dollar depreciation. Protectionism pur-
ports to improve our competitive stance by
erecting tariff barriers, imposing import
quotas, and subsidizing American goods. In
fact, it merely stifles competition. The result-
ing higher prices and narrowed consumer
choices surely will not elevate or even main-

gains in industries such as
textiles, not all U.S. manufacturing can boast
such progress. Unfortunately, investment
has notbeen as strong asin recent expansions
(see Chart I1II). What’s more, much of the
capital spending that has occurred has been
directed to offices, hotels, and the like, rather
than to resource-saving equipment or new
factories.
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Increased investment must not be guided
by narrow thinking, however. Aside from
spending more heavily on equipment, re-
search, and so on, America also needs to
expand investment in roads, mass transit, and
other public infrastructure. In particular, we
must focus on building up human capital
even though, in an accounting sense, such
government expenditures are considered
consumption. Unless U.S. workers are better
educated, they will lack the flexibility and
expertise needed to adjust not only to new
production- and service-related technologies
but also to another emerging workplace
demand—higher quality.

Americans traditionally have made stan-
dard, mass-produced goods especially for
the large domestic market, leaving others to
turn out specialized, high-quality products.
Certainly, we can no longer hope to survive
by concentrating on low-end goods. As the
nation rethinks its production objectives and
moves into the higher value-added markets,
U.S. business leaders and workers alike must
change established thought patterns. We
need managers who can think analytically
and creatively, and who can see market
opportunities in the far corners of the world.
The sad irony is that our schools are hard put
to teach students to become print- and com-
puter-literate, or even to master the basics of
science, history, and geography. The urgent
shift toward higher quality, and hence im-
proved competitiveness, will demand a bet-
ter educated work force at all levels.

Policy Directions and
Personal Responsibilities

Clearly, the United States must look to pro-
ductivity and quality if we are to retire our
external debt and maintain our living stan-
dard by prevailing in world markets. The first
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step in that direction is to increase invest-
ment in our nation’s human and physical
capital. Like many heavily indebted less de-
veloped countries, however, we cannot easily
secure new capital, and so must consider
alternatives much like the austerity pro-
grams LDCs implement periodically.

On one hand, Americans must learn to
consume less and save more, particularly to
save ata level consistent with the position we
hope to maintain in the world economy. We
also need to pressure policymakers to con-
tinue reducing the gap between revenues
and outlays. At the same time, though, we
must recognize that many budgeted funds—
estimates range from 40 to 80 percent—have
already become locked into place. For exam-
ple, entitlements, which are indexed to infla-
tion, place unrelenting stress on spending
priorities; lessening these entitlements re-
quires more resolve than either politicians or
we who vote for them seem able to muster.
Other large portions of the budget that can-
not readily be reduced are interest payments
on the funds borrowed in the past and ap-
propriations to maintain an acceptable level
of defense. Cutting more in the remaining
areas could result in even lower investment
in public infrastructure or a smaller commit-
ment to education. Either strategy would be
obviously shortsighted.

A starting point for meaningful progress
might be to consider a truly neutral tax sys-
tem that discourages consumption relative to
saving. Another meaningful step would be to
support local and state policymakers who are
attempting to upgrade our nation’s schools
even though their efforts entail higher prop-
erty, sales, or other taxes. Of course, these
measures mean that a smaller portion of our
income will be available for personal con-
sumption. In the long run, though, they are
the sole means for the United States to work
toward preserving the living standard that
has come to be the envy of the world.
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SAUNDRA H. GRAY
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President
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The First National Bank of Homestead
Homestead, Florida
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Royal Palm Savings Association
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Palm Beach, Florida
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President

Sun Bank/South Florida, N. A.
Fort Lauderdale, Florida

JOSE L. SAUMAT
President

Kaufman and Roberts, Inc.
Miami, Florida

ROBERT M. TAYLOR

Chairman and Chief Executive Officer
The Mariner Group, Inc.

Fort Myers, Florida

NASHVILLE

C. WARREN NEEL
CHAIRMAN

Dean

College of Business Administration
The University of Tennessee
Knoxville, Tennessee

DENNIS C. BOTTORFF

Chairman and Chief Executive Officer
Sovran Financial Corporation/Central South
Nashville, Tennessee

CONDON S. BUSH
President

Bush Brothers & Company
Dandridge, Tennessee

W.L. CALLOWAY, JR.
Chairman

Quality Lawn Systems, Inc.
Nashville, Tennessee

GENE CHEATHAM

President

Advanced Integrated Technology, Inc.
Nashville, Tennessee

(Resigned)

WILL A. HILDRETH
President and Chief Executive Officer
First National Bank of Loudon County
Lenoir City, Tennessee

PATSY R. WILLIAMS
Partner

Rhyne Lumber Company
Newport, Tennessee

SHIRLEY A. ZEITLIN

President

Shirley Zeitlin & Company Realtors
Nashville, Tennessee

NEW ORLEANS

CAROLINE G. THEUS

CHAIRMAN

President

Inglewood Land & Development Company
Alexandria, Louisiana

ALAN R. BARTON

President and Chief Executive Officer
Mississippi Power Company
Gulfport, Mississippi

JAMES G. BOYER

Chairman, President, and Chief Executive Officer
Premier Bank of Lake Charles, N.A.

Lake Charles, Louisiana

ROBERT S. GADDIS

President and Chief Executive Officer
Commercial National Bank & Trust Company
Laurel, Mississippi

JAMES A. HEFNER
President

Jackson State University
Jackson, Mississippi

SHARON A. PERLIS
President

Sharon A. Perlis

(A Professional Law Corporation)
Metairie, Louisiana

ROBERT M. SHOFSTAHL

President and Chief Executive Officer
Pelican Homestead and Savings Association
Metairie, Louisiana
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ROBERT P. FORRESTAL
President and Chief Executive Officer

JACK GUYNN*
First Vice President and Chief Operating Officer

W. RONNIE CALDWELL*
Executive Vice President

BILLY H. HARGETT*
Executive Vice President
(Retired)

SENIOR VICE PRESIDENTS

CHARLES D. EAST*
Senior Vice President and Comptroller

(Retired)

HARRY C. SCHIERING**
Senior Vice President and General Auditor

H. TERRY SMITH*
Senior Vice President

SHEILA L. TSCHINKEL*
_ Senior Vice President and Director of Research

JOHN M. WALLACE*

Senior Vice President

. "Management Committee
**Advisor to Management Committee

VICE PRESIDENTS

WARDLYN D. BASSLER
Vice President

HARRY BRANDT
Vice President and Corporate Secretary

FRANK ]. CRAVEN, JR.

Vice President and Director of Human Resources
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W. M. DAVIS
Vice President
(Retired)

ANNE M. DeBEER

Vice President

ROBERT E. HECK

Vice President

JOHN R. KERR

Vice President

B. FRANK KING
Vice President and Associate Director of Research

ELY S. MATTERI
Vice President
(Retired)

RICHARD R. OLIVER
Vice President and System EFT Product Manager

JOHN PELICK
Vice President

EDMUND WILLINGHAM

Vice President and General Counsel

i

ASSISTANT VICE PRESIDENTS

LOIS C. BERTHAUME
Examining Officer

JOHN R. BRANSCOMB

Assistant Vice President

CHRISTOFPHER G. BROWN
Assistant Vice President

DAVID CARR
Assistant Vice President

JOHN CLECKLEY
Assistant Vice President
(Retired)

WILLIAM B. ESTES III
Examining Officer

ROBERT E. KELEHER
Research Officer
(On assignment to Board of Governors)
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ZANE R. KELLEY
Assistant Vice President

THOMAS ]. KUEBBING
Assistant Vice President

BOBBIE H. McCRACKIN
Public Information Officer

NANCY McCRUMMEN
Assistant Vice President

GEORGE W. MOSELEY
Assistant Vice President
(Retired)

ALVIN L. PILKINTON
Assistant General Auditor

WILLIAM R. POWELL
Assistant Vice President

MELVYN K. PURCELL

Assistant EFT Product Manager

MARION P. RIVERS
Examining Officer

RONALD J. ROBINSON
Assistant Vice President

MARY S. ROSENBAUM
Research Officer

ROBERT SEXTON

Assistant Vice President

KATHLEEN SMITH
Assistant Vice President

GENE D. SULLIVAN
Research Officer

DAVID D. WHITEHEAD
Research Officer

RONALD N. ZIMMERMAN

Examining Officer
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DELMAR HARRISON

Senior Vice President and Branch Manager

JESSIE T. WATSON
Assistant Vice President and
Assistant Branch Manager

JAMES L. BROWN
Assistant Vice President

ERIC HINGST
Assistant Vice President

GERALD L. KEENAN
Assistant Vice President

BIRMINGHAM
FRED R. HERR
Senior Vice President and Branch Manager

ROBERT G. DOLE
Assistant Vice President and
Assistant Branch Manager

FREDRIC L. FULLERTON
Assistant Vice President

EDWARD B. HUGHES
Assistant Vice President

JAMES M. McKEE
Assistant Vice President
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JAMES D. HAWKINS DONALD E. NELSON
Senior Vice President and Branch Manager Vice President and Branch Manager
~ ROBERT J. SLACK JEFFREY J. WELLS
Assistant Vice President and Vice President and Branch Manager
Assistant Branch Manager (Retired)
RICHARD L. BERRY E. CHANNING WORKMAN
Assistant Vice President Assistant Vice President and
Assistant Branch Manager
_ LEE C. JONES
Assistant Vice President WILLIAM W. DYKES
Assistant Vice President
STEVE ]. STACKLIN, JR.
_ Assistant Vice President MARGARET A. EASLEY
(Retired) Assistant Vice President
JEFFREY L. WELTZIEN ROBERT 1. McKENZIE
Assistant Vice President Assistant Vice President
ALTON D. SANDS
Assistant Vice President
oL : (On leave)
MIAMI
. PATRICK K. BARRON S e s
Senior Vice President and Branch Manager NEW ORLEANS
JAMES T. CURRY III
Assistant Vice President and HENRY H. BOURGAUX, JR.
Assistant Branch Manager Vice President and Branch Manager
FRED D. COX WILLIAM SMELT
Assistant Vice President Assistant Vice President and
Assistant Branch Manager
JUAN DEL BUSTO
Assistant Vice President PATRICIA A. DREVAR
Assistant Vice President
RAYMOND LAURENCE
Assistant Vice President AMY GOODMAN
Assistant Vice President
ROBERT E. LEE
" Assistant Vice President ROBERT ]. MUSSO
(Retired) Assistant Vice President
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Assets December 31, 1986 December 31, 1987
Gold Certificate Account $507,000,000 $596,000,000
Special Drawing Rights Certificate Account 203,000,000 203,000,000
Coin 47,038,197 37,488,805
Loans and Securities 8,270,686,431 10,096,047,692
Cash Items in Process of Collection 815,521,091 615,387,846
Bank Premises 50,621,153 56,429,657
Other Assets 934,871,757 934,861,629
Interdistrict Settlement Account 1,489,467,707 1,741,988,624
Total Assets $12,318,206,336 $14,281,204,253
Liabilities
Federal Reserve Notes $7,557,146,124 $9,206,344,818
Deposits* 3,471,077,051 3,987,980,230
Deferred Availability Cash Items 866,824,034 604,453,529
Other Liabilities 86,639,427 120,846,676
Interdistrict Settlement Account 0 0
JoubLisbiliies $11,981,686,636 $13,919,625,253
Capital Accounts
Capital Paid In $168,259,850 $180,789,500
Surplus 168,259,850 180,789,500
Total Capital Accounts 336,519,700 361,579,000
Total Liabilities and Capital Accounts $12,318,206,336 $14,281,204,253

*Includes Depository Institution Accounts, Collected Funds Due to Other Federal Reserve Banks, U.S. Treasurer - General Account.
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Earnings
Earnings and Expenses 1986 1987
Total Current Income $688,218,944 $807,940,405
Operating Expenses (97,345,901) (101,185,342)
Cost of Earnings Credit (Deduct) (11,555,130) (11,524,717)
Current Net Income $579,317,913 $695,230,346
Net Additions (+) Deductions (-)* +158,834,539 +166,060,797
Assessment for Expenses of Board of Governors (8,066,900) (7,318,500)
Federal Reserve Currency Cost (7,312,579) (6,603,187)
Cost of Unreimbursed Treasury Services™* —_ (3,418,707)
Net Income Before Payment to U.S. Treasury $722,772,973 $843,950,749
Distribution of Net Earnings
Dividends Paid $9,472,564 $10,391,773
Payments to U.S. Treasury
(Interest on Federal Reserve Notes) 691,586,059 821,029,326
Transferred to Surplus Account
Net Additions (+) Deductions (-) +21,714,350 +12,529,650
Total Income Distributed $722,772,973 $843,950,749
Surplus Account
Surplus January 1 $146,545,500 $168,259,850
Transferred to Surplus - as above 21,714,350 12,529,650
Surplus December 31 $168,259,850 $180,789,500

*Includes gains/losses on sales of U.S. Government securities and foreign exchange transactions.

**Prior to 1987, amounts unreimbursed by the U.S. Treasury were included in the line entitled “Net Additions (+) and Deductions (-).”
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of

L ]
Operations
1986 1987
Services to $ items $ items
Depository Institutions (millions) (thousands) (millions)  (thousands)
Clearing and Collection Services
Checks handled:
U.S. Government checks 61,483 80,000 59,531 74,389
Commercial checks 1,490,030 2,452,505 1,569,288 2,581,640
ACH payments processed 569,311 107,676 733,226 136,145
Wire transfers of funds 8,554,889 6,353 7,599,552 6,500
Cash Services
Total cash receipts 26,315 5,349,564 28,201 5,732,968
Total cash payments 19,794 7,102,613 25610 7,144,199
Currency processed — 1,864,956 — 1,531,066
Coin processed - 3,501,505 — 3,396,916
Loans to depository institutions,
Daily average 26 - 31 -
Securities Services
Wire transfer of securities 1,484,362 328 1,496,184 337
Noncash collection 1,452 1,347 1,368 1,200

Services to U.S. Treasury

U.S. savings bonds issued,
redeemed by Federal Reserve Bank 481 3,111 540 3,200

U.S. savings bonds issued and
redeemed by qualified issuing and

paying agents 1,841 11,342 1,826 10,785
Other Treasury securities issued,

serviced, and redeemed 43,318 100 42,451 98
Deposits to Treasury Tax and

Loan accounts 40,114 230 43,721 738
Food coupons destroyed 1,513 322,708 1,511 321,800
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