Chap. 4
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“The pivotal issue, then, is not whether
you respond to my needs by cash or by
check but for how much.”
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(5/09, $ billions, s.a.)

Official M1:
» Currency in circulstion 849.3
» Checkable Deposits (excl Sweep Accts) 741.0
Demand Deposits 406.6
Other (NOW etc) 3344
Non-Bank traveler's checks - _52
s Total M1 1,596.0
M1-S _(Unofficially computed for this course):
» Currency in circulation 849.8
» Checkable Deposits (incl Sweep Accts) 1,536.2
Official 741.0
Sxecp Acels (est) 7932
¢ Non-Bank traveler's checks _ 52
Total M1-§ 2,391.2
M2,
o M1 1,596.0
® Savings Deposits (incl. MMDA) 4,445.0
® Small time deposits 1,307.3
® Retail Money Market Mutual Funds 979.2
Total M2 8,326.6
—mn
MZM (Zero-Maturity M, computed by St. Louis Fged per Wm. Poole):
o Ml 1,596.0
= Savings Deposits (incl MMDA) 4,445.0
® Ail Money Market Mutual Funds 3,517.6
Retail 979.2
Institution-only 2,538.4
¢ Total MZM 9,558.6

MMDA = Money Market Deposit Account, a Bank/Thrift liability,
MMMF = Money Market Mutual Fund, not a Bank/Thrift liability.

Data sources: Federal Reserve Statistical Release H.6; St. Louis Fed
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(http://research.stlouisfed.org/aggreg/swdata html) for estimated Sweep Accounts,
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Commercial Bank Assets and Liabilities
Insured Commercial Banks

Dec. 31, 2010
(billions of dollars)
Assets Liabilities & Net Worth
Required Reserves 71 Checkable Deposits 945 . M !
Vault Cash 57 Demand Deposits 689
Balances w/ Fed 14 NOW Accounts 256
Excess Reserve Balances 487 Savings Deposits 5286
MMDA 3257
Other Cash Assets 305 Other Savings 1084 nv
o
Debt Securities 2321 Time Deposits (CDs) 1212
Small (< $100,000) 886
Loans 6450 Large (= $100,000) 326
Fed Funds Sold 454 Deposits at Foreign Branches 1549
Other Assets 1896 Fed Funds Purchased 520
Qther Liabilities 1672
Total Liabilities = & 10,653
Equity Capital (Net Worth) 1331
s A-L _
Total Assets 11,984 Liabilities + NW 11,984

Adapted from Insured Commercial Bank Assets and Liabilities, Domestic and Foreign Offices (4.20),
Consolidated Report of Condition, Dec. 31, 2010. Required Reserves are for all depository institutions.
Vault Cash pro-rated from domestic offices of banks with foreign branches. Fed Funds Sold include funds
lent under repurchase agreements. Fed Funds Purchased include funds borrowed under repurchase
agreements. Minority interest in consolidated subsidiaries consolidated into Other Liabilities.
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Commercial Bank Assets, 12/10

“Loans” 54% #FA.
Unsecuritized loans
o Customer relationship
» Less marketable, less liquid
e Higher interest rates

“Securities” 19%
Securitized loans (not equities)
e Bonds, Bills, Commercial Paper
¢ More marketable, more liquid
o Lower interest rates
o May have interest rate risk even if high grade

Excess Reserves 4%
Other Cash Assets 3%
Required Reserves 1%

Other Assets 19%



Commercial Bank Loans by Type, 12/10

Real Estate 55%
Incl. HELOC*

Personal 19%
Incl. Auto, Credit Card

Commercial & Industrial 17%

Other 9%

Prime Rate

* = Interest rate banks charge “Prime Customers”.

4 Many variable rate loans, lines of credit tied to
Prime Rate.

< Below-Prime discounting common since 1980s.

“Super-Prime” Rate?

* HELOC = revolving Home Equity Line of Credit.

From Insured Commercial Bank Assets and Liabilities, Domestic and Foreign Offices (4.20), 12/31/10




Commercial Bank Securities by Type, 12/10

Mortgage-Backed Securities 55%
Pass-through pools of mortgages
Guaranteed by Fannie Mae, Freddie Mac,

other parties

Govt Agency Bonds 10%
Fannie Mae, Freddie Mac, etc.

US Treasury 8%
Bills (<1yr), Notes (<10 yr), Bonds (to 30 yr)

State & Local Bonds etc. 7%
Exempt from Federal Income Tax

Other 20%
Corporate bonds, Commercial Paper etc.
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