Each month, Pennsylvania’s Secretary of
Banking announces the state’s ceiling on
mortgage interest rates. This is one of his
duties under the law, but there is some
debate over whether, in discharging it, he is
doing the state’s citizens a favor. The issue is
not how a state regulator should administer
ceilings, but whether this ceiling performs its
function well enough to be worthwhile. The
function? To help mortgage borrowers get
loans at reasonable rates.

Pennsylvania is not alone in regulating its
mortgage market. The other two states in
the Third Federal Reserve District—New
Jersey and Delaware—do it, too. In fact, only
four states in the union do not impose ceil-
ings on conventional loans. What's more, the
Federal government puts a ceiling en FHA
and VA loan rates.

*The author, a Philadelphia Fed Economist since
1976, specializes in financial market theory.

13

Usury regulations to limit interest rates
have been around ever since the states were
colonies. But today, many people are ques-
ticning the role of the state and the Federal
government in the mortgage market. Does
that market need ceilings to make it work, or
are they merely a cuftural holdover from the
days when lending money for profit was
considered immoral? The economic approach
to mortgage ceilings involves weighing the
costs created by ceilings against the benefits
they produce. Will borrowers pay less if there
are ceilings, or could they perhaps pay more?
And what happens to the supply of mortgage
money? Are more mortgages written when
there are ceilings, or do lenders shut their
doors to the average borrewer and put their
money into other kinds of investments? The
answers to these questions indicate that in
some segments of the mortgage market
ceilings may be workable and appropriate.
The first step in identifying where mortgage
ceilings may be effective is to determine how



they affect the price borrowers pay for their
mortgages.

THE PRICE OF MORTGAGE MONEY

In a free market economy, buyers and
sellers jointly determine the prices of goods
sold. The two sides, armed with as much
information as they can muster, look for the
best available deals. It’s a complicated pro-

cess; but goods of different grades do get
priced. The most attractive goods command

the highest prices, and less attractive goods
go for lower prices.

Credit Like a Commodity. The mortgage
market is much like any commodity market.
The buyers and sellers are borrowers and
lenders, the price is the mortgage interest
rate, and the quality grade of the mortgage is
determined by the risk that the borrower
may not repay on schedule.

The price each borrower pays for meort-
gage money is determined, for the most part,
by the forces of supply and demand in local
credit markets. Lenders compare the cost of
the money they propose to lend with the
price borrowers are willing to pay for it. They
check to see what price the competition is
charging and whether there are other, more
profitable outlets for their money. Once
they’ve assessed the supply and demand
conditions, they have a fair idea of the
average interest rate they can charge. And
then they can figure how much more or less
than average tc charge on an individual
mortgage loan, depending on their expec-
tation of that loan’s costs to them. While
lenders have some important administra-
tive costs, their primary costs are associated
with risk.

The Element of Risk. Estimating risk is
serious business for lenders. In their efforts
to decide whether an individual loan will turn
out to be profitable, they base their risk
assessments on certain know characteris-
tics of borrowers and mortgages. The pro-
posed mortgage terms, the borrower’s finan-
cial history, and the value of the property are
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State Rate (Percent)
Alabama 8
West Virginia 8
New York 81/2
lowa 9
South Carolina 9
North Dakota 91/2
Arizona 10
Arkansas 10
District of Columbia 10
Georgia 10
Florida 10
Idaho 10
Kansas 10
Louisiana 10
Maryland 10
Mississippi 10
Missouri 10
New Mexico 10
Oregon 10
South Dakota 10
Tennessee 10
Texas 10
Utah 10
Nebraska 11
Hawaii 12
Nevada 12
Washington 12
Wisconsin 12
Maine 16%
Colorado 18%
Indiana 18%
Oklahoma 18%
Wyoming 18%
Rhode Island 21%

“As of 1 June 1977.

} These ceilings are so high that they ordi-
narily have no effect on the supply of mort-

gage credit.




Alaska
1Hlinois
| Minnesola
| Ohio
Montana
‘ Vermont
have joined the Third District states in
‘ floating their ceilings.

California
Conneclicut
Kentucky
Michigan
have only selective ceilings.
Narth Carolina

Massachusetts |

New Hampshire '
Virginia

have no ceilings at all.

E: Office of the State Legislative

American Bankers Association.

a summary table prepared by Phila-

delphia Fed researchers and does not reflect

the manv exceptions and other provisions
associated wilh state ceilings.

|
|

among the most important characteristics. 1

In evaluating the information they gather,
lenders are looking for the answers to two
crucial questions: What is the chance that a
borrower will be unable to make timely
payments on his mortgage? And if the bor-
rower cannot meet his payments at all, will
he sell his house and pay off the remaining
mortgage balance, or will he default and

1Many studies evaluate the risk on home mortgage
loans. See, for example, John P. Herzog and James S.
Early, Home Mortgage Delinquency and Foreclosure
{New York: NBER, General Series 91, 1970) and
George Von Furstenberg, “Default Risk on FHA-Insured
Home Mortgages,” Journal of Finance 24 (1969), pp.
459-477
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thus force the lender to initiate a costly
foreclosure? Lender’s estimates of these proba-
bilities, and of expected losses in case of
delinguency or default, are the basis for the
interest differential charged for risk. As long
as borrowers differ with respect to the risk
characteristics of their mortgages, some will
pay higher rates than others.

This picture of the mortgage market, with
risk accounting for interest rate levels in a
competitive setting, represents the market
as a smoothly functioning machine. But
some people don’t think it functions nearly
so smoothly. Instead, they see frictions that
make it sputter along, overchanging some
borrowers and undercharging others.

FLAWS IN THE MORTGAGE MARKET?

Market critics focus on two conditions that
cotld keep the market from functioning effi-
ciently—lack of information and lack of
competition. They contend that limited know-
ledge weakens the ability of some mortgage
bidders to get as low a rate as they might.
And they argue that, where mortgage mar-
kets are not competitive, lenders may be
tempted to take advantage of the situation
and tack on an extra interest charge.

Information on Mortgage Prices. It's not
easy to find out how much to pay for a
mortgage. One of the biggest hindrances is
the mortgage contract itself, whose variety
of terms, options, and clauses can confuse
the average borrower. When lending institu-
tions offer different arrangements, many
borrowers are at a loss to compare them. A
borrower may be offered a 3Q-year mortgage
at one lending institution and, at another, a
25-year mortgage at a slightly lower rate but
with a higher down payment and a pre-
payment penalty (for paying off the mort-
gage before it matures). Deciding which is,
the better deal takes a lot of careful figuring.

The practice of charging extra fees makes
the calculation even more complicated.
Many lenders charge a fee for criginating the
loan, appraising the property, and obtaining



a credit report on the borrower. Such charges
can make a big difference in the effective
interest rate the borrower pays. (The effective
interest rate or true price of the mortgage
includes all money payments, both fees and
contract interest.)

Truth-in-lending laws require that bor-
rowers be informed of the effective interest
rate when the loan is settled, but lenders are
not required to make complete disclosure at
the time of application. Thus, ifthe borrower
does not know how to translate fees and
contract rates into effective interest rates, he
might not learn the exact price he is paying
for his mortgage until the mortgage contract
is ready to sign. At that point, the borrower
has invested so much time and money that he
may have little incentive to start shopping
again.

Institutional loyalties also may keep bor-
rowers from seeking price competition.
Many borrowers talk only to financial insti-
tutions with which they’ve done business in
the past. Sometimes this is advantageous to
both parties, but sometimes the borrower
fails to realize that lower rates are available
elsewhere. Other borrowers may let their
real estate brokers recommend or even
arrange financing with a lending institution.
They may not recognize that brokers, though
generally good sources of information about
where money can be borrowed, have an
incentive to get the best rate for the lender,
since the lender can return the favor by
guaranteeing a steady flow of financing in
tight money times.

Thus, although the information on mort-
gage interest rates is out there somewhere,
borrowers ordinarily have to work to get it.
And many of them can’t or don’t make the
effort.

The Competitive Picture: Not Very
Clear. When borrowers don’t know how to
look out for their own best interest, lenders
will not feel the pressure to offer competitive
rates. And in areas that are serviced by only
a few lending institutions, there may be little
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incentive indeed. Lenders could take advan-
tage of the situation and charge some bor-
rowers relatively high prices for mortgage
money.

Thus, at its worst, the mortgage market
could be a fairly tough battleground for some
prospective homeowners. But exactly how
many borrowers are being taken advantage
of in today’s market? Are uncompetitive
situations common? Or are they only oc-
casional?

Unfortunately, there are no recent measures
of the competitiveness of mortgage markets.
Older studies pointed toward lack of compe-
tition.2 But in the years since those studies
were done, many attempts have been made
to educate and protect the mortgage con-
sumer. Truth-in-Lending laws, the Real Es-
tate Settlement Procedures Act,3 the Fair
Credit Reporting Act, and the Equal Credit
Opportunity Act have given the borrower
much more clout. It is possible that local
mortgage markets have become more com-
petitive than they used to be. But we can’t be
sure.

Thus, in short, some borrowers never get
the information that would help them ne-
gotiate the lowest available effective interest
rate, and they may be the victims of uncom-
petitive practices. In an effort to remedy
these problems, legislators have turned for
help to ceilings on mortgage interest rates.

2Studies of the mortgage market unfortunately are
quite old. See, for example, Leo Grebler and Eugene
Brigham, Savings and Mortgage Markets in California
(Pasadena: California Savings and Loan League, 1963);
William Conrad, Jr. “The Mortgage Market of Mid-
dletown, Connecticut,” Land Economics 32 (1956), pp.
183-188; and Paul M. Gregory. “Imperfect Competition
in the Mortgage Market,” Southern Economic Journal
10 (1944), pp. 275-291.

3A good source of information on the effect of these
laws on borrowers’ rights is the HUD pamphlet “Settle-
ment Costs and You.” Lenders are required under the
Real Estate Settlement Procedures Act to present this
booklet, or a similar one with the same information, to
mortgage applicants.



THE TIME-HONORED SOLUTION: MORT-
GAGE RATE CEILINGS

A mortgage interest rate ceiling sets the
maximum allowable interest rate that can be
charged on certain kinds of mortgages. The
purpose of the ceiling is to keep lenders from
overcharging unwary borrowers. But are
ceilings successful in protecting borrowers,
or do they get in the way of the pricing
mechanism, causing more harm than good?

How They Work. The impact of an interest
ceiling on mortgage market operations de-

pends on how high the ceiling is with respect
to going market rates. A ceiling set at 75
percent would affect most markets hardly at
all, since even loan-sharks ordinarily wouldn’t
be charging that high a rate. An annual rate of
1 percent, which is well below even the
current inflation rate, would destroy the
present-day mortgage market, because len-
ders would look for more attractive invest-
ments elsewhere,

In the past, most state legislatures wrote the
level of the ceiling rate into their usury
statutes. Changing the laws and thus the

The mercantile countries of the eighteenth century regulated their colonial trade to increase
their own national wealth. Not all economists of the age, however, favored such regulation.
Adam Smith, for example, called for market pricing and for the removal of restrictions that
impeded the flow of resources.

Smith saw an automatic mechanism in the marketplace—an invisible hand which fostered
economic prosperity if left free of governmental intervention. In his day, the operations of the
money market were clear examples of intervention: interest ceilings assured that capital would
flow only to low-risk ventures and that projects requiring a higher rate of return to compensate
for risk simply wouldn’t be funded.

Yet even Adam Smith favored interest-rate ceilings, and low ceilings to boot. His reason?
Because low ceilings on interest rates would eliminate the mortgage market.

Smith wanted money to be lent for industrious and profitable uses. He believed that when an
individual borrows capital for immediate consumption, “he acts the part of a prodigal and
dissipates in the maintenance of the idle, what was destined for the support of the industrious. . ..
The only people for whom stock [money] is commonly lent, without being expected to make a
profitable use of it are country gentlemen who borrow upon mortgage.” Interest ceilings were not
to protect the mortgage borrower but to keep him out of the market!

According to Smith: “When interest rates are fixed close to the lowest market rate [the prime
rate], sober people [blue chip commercial borrowers| are universally preferred to prodigals and
projectors [mortgagors and entrepreneurs]. The person who lends money gets nearly as much
interest from the former as he dares to take from the latter, and his money is in safer hands.”

Smith understood that mortgage loans require a higher risk-adjusted rate of return since they
are riskier than the obligations of prime-rate customers. If the government imposes ceilings,
money won't be lent to high-risk borrowers.

It’s curious that recent arguments against ceilings are based on economic principles
developed by a man who vehemently favored ceilings, while arguments for ceilings are held by
those who show little faith in the invisible hand.
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ceilings under this system was such a time-
consuming maneuver that the rate seldom
was changed until well after it had lost touch
with market conditions. Too often, rigid
ceiling rates strangled the market. When
interest rates on comparable investments
were hitting seven and eight percent, lenders
had little interest in making mortgages at a
ceiling rate of six percent. Borrowers were
caught in the squeeze. The ceiling rates were
meant to guarantee a low often, rigid ceiling
rates strangled the market. When interest
rates on comparable investments were hit-
ting seven and eight percent, lenders had
little interest in making mortgages at a
ceiling rate of six percent. Borrowers were
caught in the squeeze. The ceiling rates were
meant to guarantee a low mortgage rate. But
what good is a low rate to someone who
doesn’t get a mortgage at all?

To relieve this squeeze, some ceiling rates
have been made more flexible. Many legisla-
tive bodies have taken the ceiling rate cut of
the usury statutes and given the job ofsetting
it to a government agency. In some states,
such as New Jersey, an agency has discre-
tionary control over the level of the ceiling.
In others, a formula must be followed.
Pennsylvania and Delaware, for example, tie
their mortgage ceilings to other interest
rates. Pennsylvania uses the yield on long-
term U.S. government bonds, and Delaware
takes its bearings from the Federal Reserve
discount rate.? The states of the Third Feder-
al Reserve District are not alone in moving
towards flexible ceilings. Many other states

4Pennsylvania and Delaware laws require that the
State Banking Commissioners use set formulas for
calculating their interest rate ceilings. In Pennsylvania,
the ceiling is calculated every month by adding 2.5
percentage points to the long term U.S. governgent
bond rate for the second preceding month and rounding
to the nearest one-quarter of a percent. Delaware also
calculates its ceiling monthly. The Philadelphia Federal
Reserve Bank Discount Rate (the interest rate charged
on loans to member banks) plus 4 percentage points
equals the Delaware ceiling.

The levels of the ceiling rates in the three states are
not necessarily comparable. The exclusion of fees.
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either have changed or are in the process of
reviewing their methods for setting interest
ceilings.

The Third District states have been ap-
plauded for revising their methods for setting
ceilings. But many people still are discon-
tent. They contend that praise for more
flexible ceilings may obscure the underlying
questions: Should a government agency—
either state or Federal—regulate the mort-
gage market? And if it should, are ceilings
the best way toc do it? To answer these
questions, it’s necessary to take account of
the diversity of the market.

CEILINGS MIGHT HURT SOME MAR-
KETS BUT HELP OTHERS

Although some people speak as if there
were a single, unified, well organized mort-
gage market, the fact is that there are many
small local markets. The number of lenders,
the ability of borrowers to price-shop, and
the kinds of mortgages avaiiable differ sharp-
ly from market to market.

Borrowers Aren’t All Alike. If all mort-
gage borrowers were alike—if they had the
same expected income and credit rating,
bought similar houses, and wanted the same
mortgage terms—then a mortgage ceiling set
at the competitive market rate would ensure a
fair interest rate for all. But borrowers are not
all alike, so when the ceiling is set at an
efficient rate for one group of borrowers, it will
be too high or too low for all the rest. Set the
ceiling at the low end of the rate spectrum and
the blue-chip borrower is assured a competi-
tive rate, but no one else will get a mortgage.
Increase the ceiling and you increase the
number of acceptable borrowers, but you also
could increase the chance that the lower risk

various loan amounts. and other important criteria
could change the effective interest ceilingin a state. The
State Banking Commission in Pennsylvania and cor-
responding agencies in other states are the sources of
information on this subject.



borrower will be overcharged. In fact, the
lower risk borrower might be worse off than he
was in an unregulated market. A ceiling might
even inhibit competition, if all lenders ended
up charging the government-sanctioned ceil-
ing rate.

As long as borrowers and mortgage con-
tracts differ in their characteristics, a ceiling
rate will interfere with the pricing mechanism
of the mortgage market. The more diverse the
characteristics of the borrowers and of the
mortgage terms they want, the more harm a
given ceiling rate will cause. Setting more
than one ceiling rate could improve the
situation, and setting a ceiling for every bor-
rower and mortgage characteristic that
deserves a different rate could eliminate the
problem. But even the most ingenious ceil-
ing administrators have yet to find a way to
match every loan characteristic with a ceil-
ing rate.

Further, lenders may deal in two kinds of
residential mortgages—conventional mort-
gages and government-insured mortgages.
The substantially different features of these
mortgages segregate the market for single-
family home mortgages into twe main sub-
divisions. And on these features may depend
the appropriateness of a mortgage interest
ceiling.

Conventional Mortgages at Qdds with
Ceilings. Conventional mortgages are mort-
gages issued by financial institutions without
benefit of Federal Housing Administration
insurance or Veterans Administration guar-
antees. The bulk of mortgage credit is granted
through conventional loans. The percentages
change each year, but conventional loans
usually account for about 65 percent to 70
percent of all outstanding mortgages.

Broad-based ceilings on conventional
ioans are likely to reduce the availability of
mortgage money. The conventional mort-
gage portfolio of a typical lender may reveai
wide variations among borrower histories,
house values, and mortgage terms. These
are important risk characteristics; and when
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borrowers are not similar in their riskiness, a
ceiling rate can interfere with the pricingand
availability of mortgages. If the ceiling is set
low encugh to protect most unwary bor-
rowers, those that require higher rates than
the ceiling won’t get mortgages, while lower
risk borrowers may be overcharged. Thus
the conventional market doesn’t seem to be
an appropriate place for ceilings.

FHA and VA Mortgages: More Com-
patible With Ceilings. The Federal Housing
Administration and Veterans Administra-
tion mortgage pregrams generally offer bor-
rowers the option of lower down payments
and longer maturities than are available on
conventional mortgages. For many high-
risk borrowers, the government mortgage
programs may be the only sources of funds.
Lending institutions are willing to accept
riskier mortgages under these programs,
since the lender is insured or guaranteed
against serious loss if the borrower is unable
to meet future mortgage payments. What
about ceilings for this market?

There is less rate variability among mort-
gages written under the government pro-
grams than among conventional mortgages.
FHA and VA mortgage borrowers are more
similar to one ancther in terms of their income
levels, house values, down payments, and
desired maturities than are conventional
borrowers. But more important, the lending
institution bears little risk on these mort-
gages. If a borrower defaults, the Veterans
Administration or Federal Housing Admini-
stration reimburses the lender for most of
the foreclosure expenses. Since lenders are
protected against serious losses, they need
not charge the riskier borrower a higher in-
sterest rate. The overall result is that rates
on FHA and VAloans differ less than rateson
conventicnal loans, so imposing a ceiling
that closely tracks market rates is much less
likely to disrupt the supply of mortgage
credit to FHA and VA borrowers.

Whatever yield spread remains in the FHA
market results from differences in the sizes



of loans.5 Since the same ceiling applies
from the smallest loan to the maximum
($45,000) on single-family houses, fixed
costs make it impossible for lenders to do as
well with smaller loans as with larger ones
when they lend at the ceiling rate. The
market in small loans could be improved by
authorizing separate ceilings for diflerent
loan ameunts. Under a tiered ceiling system,
lenders would be more eager to originate
smaller loans, since the higher interest rates
on smaller loans would offset the propor-
tionally higher adminstrative costs.?

For FHA and VA loans, then, a ceiling rate
may be appropriate if and where local mar-
kets are uncompetitive. But there still may
be room for overall improvements in admin-
istering the FHA-VA rate ceiling. The ceiling
presently is set and monitored by a Federal
government agency. Many people fear that
this assignment of responsibility could lead

SActually, since FHA insurance covers only two-
thirds of the foreclosure expenses, the mortgage con-
tract still imposes some risk on the borrower, and so
there may be a narrow residual yield spread even here.

61n Alaska, Hawaii, Guam, and the trust territories of
the Pacific. the limit is $67,506. Under a bill pending
before Congress, the $45,000 limit that holds in the
contiguous states would be raised to $66,000 and the
limit in the other jurisdictions to $90,600—1.5 times
the ceiling in the contiguous states.

7In the FHA and VA markets equity considerations
also may influence adecision on ceilings. An FHA0r VA
borrower should receive a lower interest rate since the
insurance feature makes the loan a better risk.

In the case of VA loans, the guarantee fee is paid by
the Federal government. if the lending association fails
to charge the VA borrower the rate appropriate for a
low-risk loan, the government program ends up sub-
sidizing the lending institution! In contrast, most FHA
borrowers pay for the insurance themselves. But FHA
still is a government-sponsored program. [f a few
lending institutions charge FHA borrowers exception-
ally high rates, it may appear that the government has
sanctioned such treatment. Our legislative bodies are
much too sensitive to public interpretations of economic
issues to accept such insinuations passively. As aresult,
the pressures to enforce mortgage rate ceilings are
stronger in the government-insured market than in the
conventional market.
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to disruption of the market if the rate com-
mittee failed to react gquickly enocugh to
changing market interest rates. Tying the
ceiling to another market rate, such as the
yield on secondary market transactions,
could help to meet this objection. 8

There are two markets for FHA and VA
loans—primary and secondary—and the sec-
ondary market is weli developed. (A newly
written mortgage is a primary market trans-
action. The resale of a mortgage to another
investor or lending institution is a secondary
market transaction.) The FHA and VA secon-
dary markets are active because mortgage
buyers don’t have to worry about the under-
lying risk on individual mortgages when
these mortgages are backed by the Federal
government. But the secondary market for
conventional mortgages is much less active.
Purchasers of conventional mortgages must
look more carefully at the borrower’s fi-
ancia! history and the quality of the under-
lying property, since they bear the risks
associated with the mortgage.

The advantage of using data from the FHA
secondary market to set interest ceilings
comes from this market’s competitiveness.
The market is national in scope and has a
large number of knowledgeable participants.
The buyers and sellers usually are insti-
tutions that operate in financial markets
every day, not single-family homeowners
who might transact a mortgage three to five
times in a lifetime.? The secondary market

8This proposal was developed by Professor Jack
Guttentag of the Wharton School. Readers who want a
more technical and more thorough treatment of the
issues presented here are encouraged to read dack
Guttentag, “Changes in the Structure of the Residential
Mortgage Market: Analysis and Proposals,” in Study of
the Savings and Loan Industry (Washington: Federal
Home Loan Board, 1969).

%Another compelling reason for placing the ceiling
rate close to the yield on secondary market transactions
is that it would minimize discount points in the market.
The paying of discount points—a charge imposed by the
lender when a mortgage is written—often is expected
when ceiling rates are low relative to the lender’s
expectation of the going market rate.



yield represents the forces of the market
itself rather than someone else’s view of how
a market ought to work. Thus, tying a ceiling
to this yield can achieve the social objective
of protecting borrowers in the primary FHA-
VA mortgage market while assuring a con-
tinuous availability of credit in that market.

CEILINGS: NO CURE FOR MARKET ILLS

Thus a case can be made for retaining
ceilings in the FHA and VA mortgage pro-
grams. But even a ceiling with the strong
qualities of secondary market yield will have
little effect on basic conditions in the market.
If local mortgage markets are seriously non-
competitive, for example, they will remain
so, despite ceilings, unless the causes of
noncompetitiveness are tackied directly.

In the conventional mortgage market, the
cards are stacked heavily against mortgage
interest ceilings. But state legislators, who
continue to impose ceilings, appear to believe
that their local mortgage markets are not
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competitive enough. Do the facts support
this belief, or has it just been around for so
long that nobody bothers to question it?

Much research remains to be done on

these topics. If uncompetitive practices are
found, it’s better to get to their source than to
cover them up with ceilings. Changing the
state branch banking laws might spur com-
petition, if competition is lacking. Stan-
dardizing the mortgage contract and in-
forming the public about how to interpret it
also might help. Many initiatives have been
suggested, and some of them may be worth a
try.

rs1<<Io one can guarantee that a more active
approach to increasing competition would
eliminate the need for ceilings. But while
ceilings are likely to impose costs that will
have to be shared by everyone, competition
is likely to reduce borrowers’ costs. Thus it
appears that the first step in helping the
borrower is to improve competition, and
only if that doesn’t work to put a ceiling on
some segments of the market.
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THE FUTURE OF |
AMERICAN

THOMAS BRADLEY
ANTHONY DOWNS
MARTIN MEYERSON
ANITA SUMMERS
DONALD RAIFF
LENNOX MOAK
CARLA HILLS

Last Octaber, a5 part of the Philadelphia Fed's Bicentennial celebration, these seven
authorities on urhan economics and finance gathered here to discuss the future of American
cities, ‘The proceedings of that conference now are available.

To get your free copy of The Future of American Cities, write to I.he'Dep'artme_nl:qf;l’yhllr
Services, Federal Reserve Bank af Philadelphia, Philadel‘ph]ﬁ. Penasylvania 19106,
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Business Review Topics, Third
and Fourth Quarters 1976,

Selected by Doris Zimmermann

Articles appearing in the Federal Reserve
Bulletin and in the periodic reviews of the
Federal Reserve banks during the third and
fourth quarters of 1976 are included in this
compilation. A cumulation of these entries
covering the years 1973 to date is available
upon request. If you wish to be put on the
mailing list for the cumulation, write to the
Department of Public Services, Federal Re-
serve Bank of Philadelphia.

To receive copies of the Federal Reserve
Bulletin, mail two doliars for each to the
Federal Reserve Board at the Washington
address on page 31. You may send for
periodic reviews of the Federal Reserve banks
free of charge by writing directly to the
issuing banks, whose addresses also appear
on page 31.

Current accounting practices and
proposals for reform—
Bost Sept 76 p 3

WHAT IS THE BALANCE OF PAY-
MENTS? available—

Bost July 76 p 41
A lower profile for the

U.S. balance of payments—
Phila Nov 76 p 11
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Bank capital adequacy—
Chic Sept 76 p 2

The economics of bank security—
Phila Sept 76 p 3

Regulation Q amended July 26, 1976—
FR Bull July 76 p 601

Earnings plunge in 1975—
Atlanta July 76 p 96

Bank profits and interest rates: 1975—
Chic Aug 76 p 13

Member bank income in 1975—
FR Bull Aug 76 p 658

Income and expenses of Eighth

District member banks: 1975—
St Louis Aug 76 p 2

Characteristics of high

performance banks, 1969-1975—
Cleve Fall 76 p 12

Growth of District member bank employ-
ment, offices and salaries—
Atlanta Oct 76 p 1353

FDIC policy toward bank failures—
Rich Sept 76 p 3

Effects of holding company
affiliation on de novo banks—
Chic July 76 p 11
THE IMPACT OF HOLDING COMPANY
AFFILIATION ON BANK PERFOR-
MANCE. . . available—
Atlanta Aug 76 p 113
MBHCs: Evidence after two decades
of regulation—
Chic Dec 76 p 3



Southeastern banking in

recession and recovery—
Atlanta Oct 76 p 141

Commercial bank loans and the
money supply—
Kansas City Nov 76 p 3

Bank financing of the recovery—
St Louis July 76 p 2

The weakness of business loans

in the current recovery—

NY Aug 76 p 208

Loan losses surge in 1975—
Atlanta Nov 76 p 157

Banks reduce municipal holdings—
Atlanta Sept 76 p 128

A probabilistic approach to

early warning of changes in

bank financial condition—
NY July 76 p 187

QOverseas branches assets and
liabilities—
FR Bull Sept 76 p 812

Recent growth in activities of
U.S. offices of foreign banks—
FR Bull Oct 76 p 815

The origins of commercial banking in
the Fourth Federal Reserve District—
Cleve Win 77 p 5
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A BICENTENNIAL CHRONOLOGY
available—
Chic Aug 7¢ p 8

Performance characteristics of
high-earning minority banks—
Rich Nov 76 p 3

Statement to Congress, dune 30,
1976 (business forecast)—

FR Bull duly 76 p 575
Statement to Congress, July 27,
1976 (monetary policy)—

FR Bull Aug 76 p 668
Statement to Congress, August 23,
1976—

FR Bull Sept 76 p 765
Statement to Congress, November 11,
1976 (monetary policy)—

FR Bull Nov 76 p 906

The economic outlook: Cause
for optimism?—
Rich July 76 p 3
The upswing retains momentum-—
Chic Aug 76 p 3
Economic activity in ten major
industrial countries: Late
1973 through mid-1976—
St Louis Oct 76 p 8
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DATA REVISION, 1976 available—
FR Bull Sept 76 p 812

1976 REVISION available for

the period 1954-75—
FR Bull Oct 76 p 882

Some current controversies in
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