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The year 1994 saw a resurgence of New

England’s traditions of innovation and ingenu-

ib,. With the economy on a solid growth path,

the foundations of a rejuvenated region have been

laid. At the Boston Fed, we too were able to fucus
our energies on building for the future. As you

turn the following pages, you will see that over

the pastyem; a combination of economic, l~nan-

clal, technological, and legislative developments

was shaping New England’s
future while having a pro-

found impact on hmv we do

our jobs at the Federal

Reserve Bank of Boston.

The economy has been at

a particularly fascinating

juncture, highlighting the
need for continued careful

economic anab, sis as we
consider the Bank’s role in

the formulation of monetaW
policy. \Ve saw steady

growth in the reglon’s

economy-growth that, while not spectaculai; is

in retrospect inore healthy and sustainable than
that which we experienced in the 1980s.

Improved banldng conditions in New

England offered us the oppo,’tuniD, to ready

ourselves for the new era of interstate banldng.

\Ve enhanced our supervisoW and research

expertise in mutual funds, derivative insWuments,

and the capital markets activities of Diswlct finan-

cial institutions. Technological change and the

need to continually improve the financial services
we provide to out" constituents resulted in consol-

idation of some of our operations and improve-

ments in others. ~.,Ve car,’ied on our work with

community groups, the business community,

banks, and other regulators to ensure a contin-

ued healthy environment for local economic

development. Changes around the world also

called us into service, as we proxdded technical

assistance to the cenn’al banks of Poland, Albania,

and Russia to help them develop safe and sound

banking systems.
"We said farewell to a number of our staffand

ol:l:icers as they elected to take

early retirement under the

prog’am the Bank offered last

year. Their hard work and

wise counsel ~dll be missed as

we move forward. Atyear-

end, we took the opportunity

to ,’eorganize the Bank to

focus more attention on the

markets we serve and the
formulation of policy and

strate~c directions. With the

resulting shiti in job assign-

ments and the onset of the

Cent~’al Aa’teW conswuction project literally at our

fi’ont doo~; our landscape has changed markedb,,

both internalb, and ex-ternalb,.

As the Boston Fed’s new president, I consider

it a privilege to continue the strong tradition of
public purpose that has characterized the Federal

Reserve Bank of Boston. \Vith the assistance of

the fine ol}~cers and staff of the Bank, our dedi-

cated board of directors, the membet~ of our advl-
soW groups, and the ingenuity that has been the

halhnark of New England, I am confident that

we will continue to play our part in achieving the

ore,Tiding central bank goals of bringing about

economic growth and financial stability.



I -  



R I G H T rvl E A S U R E S

In 1994, the Federal Resm~,e initiated the

ftrst tightening in monetaW policy since earlb,

1989. The decision to raise interest rates

occurred in the {hce of’concerns that wage and

price pressu,’es could be building as the three-

b,ear-old economic expansion picked up speed

and labor marl, ets tightened. In a series

steps, the Federal Open N~arket Committee

(FOMC) raised the federal funds rate fi’om 3

percent at the start of the b,ear to 5-1/2 percent

at year-end. F~ch rate increase was executed

after extensive deliberation in which all Federal

Reserve Banks participated.

At the Boston Reserve Bank, we brought

to the deliberations information conveying a

mixed picture of the New England economy.

Out" research staff reported evidence of an

econom~v still ,’ecovering fl’om the ravages of

the last recession and continuing to undergo

signlftcant st|’ucmra[ change, but, at the same

time, beginning to show some labor market

tightness. Looldng at the national as well as

the regional data, we saw indications that the

unemplo3,ment rate could be falling below the

rate consistent with stable inflation. \Ve could

see a potential need to curb inflationat3, ~brces

bb, slowing the growth in demand to a rate

consistent with the grox~¢h of capacity.

Statistics portray the solid strength of the

U.S. economy in 1994. Real Gross Domestic

Product (GDP) grew by over 4 percent,

compared x~dth about 3 percent in 199~. 2Vtore-

confident firms added ahnost three million

workers to their pa~vrolls, z~’Iost sectors of the

econon\v expande0 moderately during the

first half of the :year: B l_odest galns in ~inal sales

were augmented conslderabl3, b3, inventory

accumulation, which accounted fbr about one-

half of ftrst-halfreal GDP growth. For a time,

there was concern [hat an undesired inven-

tor), overhang could force production cutbacks

in the second hale Howeve,; the inventory

buildup proved necessaW to meet the robust

demand that materialized in the third and

~’ourth quarters.

Interest-sensitive spending -- on housing,

autos, and other consulTler durable goods,

particular|3, teurnlmre and household equip-

inent -- showed continued st~’ength ex,en a~er

the first round of inte|’est rate hikes. In



addition, many of the nation’s major trading

partners began to recover fl’om their dox~m-

turns earlier than expected, giving U.S. net

exports more of a boost than initially antici-

pated. In the ~ce ofthls continuing sn’ength,

additional ,’ate hikes were approved.

Altogethel; over the com~e of 1994, the [~deral

funds ,’ate was raised a total of 250 basis points.

The relationship between the monetaW

aggregates and the

economy proved no

more reliable in 1994

than in recent years.

Despite strong real

growth and relatively

low interest rates

throughout the yeal;

the broader monetaW

aggregates, NI2 and

M3, grew quite slowly,

remaining in the

bottom third of the

Federal Reseiwe’s target ranges (br 1994.

The economy’s clear strength notwith-

standing, inflation remained well behaved

throughout 1994. Whether the volatile }hod

and energy components of the Consumer

Price Index (CPI) are included or not, infla-

tion averaged tinder 3 percent for the year

overall. Prices of crude and interinediate

inaterials registered sizable advances, but

these were not passed through into final

goods prices.

Atyear-end, the U.S. unemployinent rate

stood at 5.4 percent, below ITIOSt conventional

estimates of tl~e rate consistent with stable

inflation. The Federal Reseiwe Board’s mea-

sure of industrial capacity utilization stood at

85.4, the highest level since 1979, con’obo-

rating the tlgbtness reflected in the labor

market data.

During the closing months of 1994, there

were a few signs that

the tighter monetary

policy could be having

an impact on the

economy. Retail sales

eased and consumers

began to rein in expen-

ditures, spending a

smaller fraction of their

disposable income in

the fourth quartm;

Policymakers contin-

ued watching the

economy closeb, to see ira "soft landing" had

been engineered.

\Vith the changes in economic conditions,

resem’ch stuff’at the Boston Fed spent substan-

tially more time on monetaW policy issues in

1994. N!~ore frequent and more detailed brief-

ings on current economic conditions were

provided for directors and lbr the new pres-

ident in preparation for FON!{C ineetlngs.

Additional in-depth discussions of major

policy issues were conducted. Because key





statistical indicators at times gave confusing

signals, steps were taken to aug~lent the anec-

dotal information collected f’or the S3,stem’s

informal surve5, of current economic condi-

tions. To enhance this source, the "Beige

Book," the Bank expanded its contacts in the

manufacturing, retailing, and real estate

sectors and, for the fu’st time, established

contacts at personnel suppl5, agencies.

The annual economic conference of the

Federal Reserve Bank of Boston, held in June,

proved tlmeb,. Titled "Goals, Guidelines, and

Constraints Facing l~VionetaW Pollcbqnake~,"

the conference addressed broad questions

about the conduct of InonetaI5, polics,, such as

how e~clentl5, U.S. pollc5, has balanced the

goals of p~’ice stabillt), and full emplo3q-nent.

The Bank’s published research on mone-

tax), policb, also had immediate relevancs,. One

article examined the relationship between

inflation and unemplo3,ment, finding little

evidence |br the popular belief that sn-uctural

changes have changed the NAIRU (non-

accelerating-inflation rate of unemplo3,ment)

-- the lowest unemplo3qnent rate consistent

with stable inflation.

At the end of the 3,ea~; Boston Fed

research staff joined their counterparts

S3,stemwide in watching to see if monetaW

polic$, had bral,ed the econom3, su{tlclent~,

to quell inflationaW forces.

The First Disn-lct’s econom3, continued to

recover in 1994 in a stead), but um’emarkable

~’ashlon. Most indicators show the improve-

ment that occurred. On an annual basis,

consumer confidence, help-wanted advertls-

ing, and retail sales all reached post-recession

highs. Higher personal income, coupled xx&h

relativel3, slow population growth and low

inflation, meant that real income per capita

rose. Nonresidential construction conn’acts

were up signif~cantl), from 199~, and the

housing sector saw building perinits and exist-

ing home sales at their highest levels since the

recession ended.

Labor marlcet data paint a more complete

and more mixed plcmre. "While the count~),

as a whole had long since regained all the jobs

lost during the most recent recession, bb, the

end of 1994 New E, ngland was on13, about

one-thlrd of the wa), back to its 1989 emplob,-

ment peal,. The pace of job growth in the

reg{on during 1994 was onb, about two-thh’ds

of the national rate.

Consistent with this ongoing job recoveW,

regional labor mm’kets tightened in 1994. Over

the course of the b,eai; New England’s unem-

plob,ment rate registered a sizable decline,

roughl3, comparable to the national decline,



and ended the 3,eai" near the national rate.

Research staff at the Boston Fed have

given attention to the region’s lag in job recov-

eW and the reasons Por it. Snxictural changes

in the job marl,et, including changes attrlb-

utable to cutbacks in defense spending, are

an important thctor. Nationwide, increased

global competition, differentia| productkdty

gains, and changes in domestic spending

patterns have retarded

employment at goods

producers and made

service-producing

industries the leading

source of new jobs.

The impact of this shift

has been especially

pronounced in New

England. In 1994,

services industries

accounted {’or about

half of the net new jobs

in New England.

N~eanwhile, New England inanu[rhclcurers cut

jobs for the tenth consecutive yea~; although

the pace of the job losses slowed.

The slow pace of the reg~ion’s recoveW can

also be traced to the real estate boom-bust

cycle of the late 1980s and early 1990s. Driven

b5, both fundamental and speculative f~tctors,

New England real estate prices slq’~q’ocketed

in the mid-1980s. \Vhen the pace of the real

estate actlvlD, evenmall3’ proved unsustain-

able, New England was left ~dth a glut of resi-

dential and commecclal real estate. The glut

and accompanying financial difficulties not

only deepened the recession in New England,

but also prevented consnxmtion fi’om playing

its normal role in ~k~eling the recoveW.

Overall, New England’s economic per~br-

mance in 1994 was a marked improvement

from the recent past. The region continued

to benefit fi’om the strength of the national

adjustments that

recovel)~ and, because

of the importance of

export markets to

the regional econon\v,

from the recovei), of

trading partners llke

Canada and Europe.

Research conducted

by the Boston Fed in

1994 sheds new light

on impoctant aspects of

the regional econom3,.

One studs, examines

the labor market

occurred during New

England’s long recession, bighlightlng the

role that sel{Lemployment played in taking

up some of the slack. Another examines the

competitiveness o{" NIassachusetts’ tmx struc-

ture. It shows that Nlassachusetts compares

{~vorably according to the tax burden that

should matter most: the e~ent to which ta~xes

depress the long-run rate of return on busi-

ness investment. In a third stud.y, a coopera-

tive e{ibct with the N~k~ssachusel~ts Departinent



of Revenue, ~’esearch staff developed indices

ofcoincldent indicators fur New England and

the sL,: states. The indices show that the

region’s recoveW and those of the indixddual

states began much earlier than previouslb,

thought: with March 1991 considered the

stat~ing point for the national recoveW, grox~~h

within the region is shown to have resumed

at various points ranging fi’om FebruaW 1991

to April 1992.

In line with the regional recoveW, the

[iuanclal condition of New England’s banks

continued to improve in 1994. Higher capital

ratios, reduced loan loss provisions, and

declining nonperfbrming loans allowed most

institutions to sa31 that the problems of the

past were largel3, behind them.

In an eftbrt to maintain their strength and

build their future competitiveness, a number

of the District’s banks stepped up their

involvement in nontraditional activities in

1994. Some ot]~’ered their customers mutual

funds for the first time, and man5, became

more involved in complex financial transac-

tlons, including derivatives. The Bank

enhanced its ex~pertise in these areas as well.

Research staff" organized interdisciplinar3,

seminars fbr Bank personnel on bank mutual

funds, the securities custod51 business, and

deiqvatlve insn’uments.

Nonbank financial institutions, including

instu’ance companies and mutual fund compa-

nles, also commanded the Bank’s attention.

New England has a high concentration of

nonbank financial companies, and their influ-

ence on the econom3,, role in the provision of

financial services, and impact on the pa3mlents

s3,stem are significant. These institutions both

compete with banks and use specialized

se~,4ces provided b3, banks. In 1994, an inter-

departmental team, headed b3, a research

o[}~ce~; explored was,s the Bank might adjust

to changes in pa3qnents technology and in the

sn’ucture of" financial markets.

The fnture pace of recove~3, in New

England x~dll depend mainl5, on three factors:

the abili~, of manufacturers to adapt to more

competitive markets, the abiliD~ of smwlces

industries to function as engines of growth,

and the continued expansion of the national

econom),. "With continued progress and

strength in these three areas, the region’s

climb back to 1989 emplos, ment levels will

continue at a reasonable pace. Research staff"

will continue to monitor developments in

these areas and to suggest pollc5, changes

as appropriate.
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The changing structure of the financial

sevvlces indusn3, prompted new activities for

the Bank in 1994, setting the stage ~hi" major

challenges in the 5,ears ahead. New England’s

banks returned to sound financial health onlN

to see their competitive environment altered

bN the enacm~ent of interstate banking at the

national level. At the same time, the evolution

in the development and dellveW of financial

serxdces pushed relentlessl3, ahead.

New England’s banks showed impressive

vitallD, and strength in 1994. Bank capital

levels reached historic highs, with measures

of asset qualltN and earnings comparing ~hVOl’-

ablN to pve-recession levels of the late 1980s.

The improving economN spawned a recoveW

in credit, with bank lending attaining its

highest level in threeNears. 1¥Ians~ instimtlons

reported their sn’ongest financial per{brmance

in nearlN 10 3,ears.

The region’s lm’ge number of nonbank

financial companies, including mutual fund

companies, insurance companies, and asset-

management firlrls, have grown rapidlN in

recent Nears. In addition to being major

providers of financial smwices, these firms are

major users of specialized banking services,

including global custods,, seem’ides lending,

and short-term funding. In 1994, the Bank

gave close attention to the growing involve-

ment of banks in providing these specialized

services, which ma3, entail capitol markets

activities, including complex trading strategfes

and derivative instruments. The Bank devel-

oped specific examination, nainlng, and analb~t-

ical techniques to assess the risks -- credit,

operational, and interest rate -- associated

with providing these smwices.

The Interstate Banking and Branching

EfficiencN Act, passed ira Septembe|; gives a

new boost to the n’end toward consolidation

within the banking indust13,. Over the five

years fi’om the end of 1989 through the eud

of 1994, the number of commercial and

savings banks in New England declined fi’om

6~0 to 454, a drop ot’28 percent. The Boston

Fed worked toward achieving the enhanced

coordination mnong state and federal super’-

visoW staffs that will be necessaW to main-

taln ef’ficient and effective supervision as



consolidation proceeds. Bank research staff

also continued studNing the effects of inter-

state banking on credit availabilitN in the

region. Special attention was given to a key

concern, the availabilib, of credit to small- and

medlum-sized firms.

\\qth |~deral financial regvlators seeldng

to revise Community Reinvesnnent Act

(CRA) ivies, the CRA was much in the spot-

light in 1994. Staff of

the Boston Fed are

convinced that sate

and sound lending that

~neets the needs o{~low-

and ~nodm~ate-income

communities not on13:

benefits the communi-

ties, but also can be

profitable. Bank staff"

have long encouraged

banks to applN the same strategic business

planning to lending in low-income markets

that theN emploN in other lines of business.

Because credit markets evolve with the

technologN that serves them, the volume of

interbank transactions has increased eveW

3,ear since the early 1970s. \Vith this groxxCh

has come an increase in bank daNlight over-

drafts that raises the level of payments system

risk. The Federal Reserve, as the final guar-

antor of tVed\Vire n’ans~’ers, has been engaged

in a long-term effort to minimize this risk. In

1994, the System tool, two steps to reduce the

overall level of interbank risk in the pab*ments

area: the implementation ofda3,1ight overd|’af}

pricing and increased efforts to minimize

daNlight and overnight overdrafts.

The Bank often initiates interagencN

eflbi’ts, believing that interagenc3, cooperation

is both productive and cost-effective.

InteragencN projects of 1994 include a series

of" joint examinationsof" the District’s more

complex holding con>

panies and a series of

dh-ectot~’ n’aining semi-

nars. In addition, the

Boston Fed assisted

the Federal Bureau of

Investigation and U.S.

attorne3:s in p,’osecut-

ing V, vo major cases of

bank fi’aud.

In 1994, the Bank

engaged in a wide range of superviso~), actqv-

itles, all with a common goal--to foster a

regional banking system that is sound and

capable of carwing out its pivotal fi_mction in

the New England economy. Important

progress was made on inan3: fi*onts. Aided by

an improving econoInN, the region’s banks

continued to move beNond the problems of

the past; overall, they entered 1995 as sn-ong

and profitable institutions, continuing to

increase their lending to support the region’s

economic recovm3,.
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Since its inception in 1914, the Federal

Reserve has been a major agent of change in

the U.S. pas, inents system. Technological,

economic, and legislative developments in

the United States and

around the world have

demanded that the

Fed constantly plan,

develop, and imple-

ment strategies to

ensure the ldnd of safe

and e[liclent pa3qnents

system that the United

States and the world have come to expect.

hnproving the in~’rastructure ~’or the

nation’s financial s3,steIn while preseiwing its

stability and reliabilib, is no small task. To

enhance our abillb0, to address this task, in

1994 the Federal Reserve iinpleinented a

lnajor restructuring of our nadonal financial

services management. This began with initia-

tives in which the Bank’s President and First

\rice President played ke5, roles. These initia-

tives were directed at developing a vision [:or

the furore U.S. pas,ments system and the role

of’the Reserve Banks in realizing that xdsion.

In the restructuring, the Boston Reserve

Bank was chosen to manage planning tbr retail

payments products, including check collec-

tion, the automated clearinghouse, and other

t:orms of high-volume

business and con-

sumer pafqnents. The

Bank’s assignment is

to move the nation

toward a more fully

electronic pa3~ments

ss, stem, replacing

paper checks wher-

ever possible. Input fi’om the banldng indus-

rib, and inajor pasqnents ss,steIn participants

will be essential in the planning process and

in the implementation of changes. A more fully

electronic payments ss,stem will not onb,
enhance the reg~alar conduct of business, but

also x~411 help ensure the global competitive-

hess of our financial services sector well into

the

\Vhile providing leadership for the longer

term, the Boston Reserve Bank also went

ahead in 1994 with a number of shorter-term,

local initiatives. Check sorters in all three First



District processing offices-- Boston, Lewlston,

and X,Vindso," Locks--were replaced and

reconfigured. Enhancements to check process-

ing hardware and software systems will

provide capacit), {br new electronic and hnage-

based check services. The Bank also installed

a new generation of currency processing

equipment containing state-of-the-art tech-

nology {br counterfeit detection and identlfi-

cation of currenc5, that

is unfit ~br recirculafion.

The Bank consol-

idated its malnfi’ame

data processing and

became tile fi~t Reserve

Bank to complete

implementation of a

new data communica-

tlons network. These

changes are part of an

ongoing plan to reduce

the number of Federal

Resmwe data centers in tile nation from 1 ~2 to

three, provide nearly uninterruptible service

to customers, and enhance disaster recoveW

capabilities.

An acknowledged leader in research and

development efforts for check imaging, the

Bank conducted, on behalf of the System, an

extensive analysis of vendor proposals for the

high speed capture and archival storage of

government-check digitized images. Using

the first check-linage s~vstem of its kind,

throughout 1994 tile Bank processed an

average of" 1.5 million Treasm3, checks per

month, including social security checks and

tax refund checks. The images provided are

f’ar superior to microfilm, and the s~vstem will

greatl5, increase the eff~cienc3, o{" Treasm3,

check storage and retrieval.

Boston Fed financial services staff were

g|’atif~ed by the results of a comprehensive

cnstomer satisfaction survey conducted

earb, ill 1994, which

indicated high levels of

customer satisfaction

across a wide range of

Bank se,~,,ices. Nearb,

evel)~ suFve, y measul’e

showed improvement

over prior ),ears.

The surv%, results

are welcome, but the

Bank would llke to do

even bettm: \Ve have

embraced the set of

management tools and techniques known as

Total Quality Nlanagement, or TQI~’I.

Continuous improvement is the basic tenet

of TQNI; hearing and heeding the "voice of

the customer" is an important TQIVi princi-

ple. Through TQIX,4 and related efforts to

focus greater attention on better meeting

customer needs, the Bank expects in 199~ to

enhance further its leadership role in bring-

ing hlgh-qualit),, state-oi’-the-art services to

the insfimtlons of New England.





Economic growth in New England

continues to march to the beat of a differ-

ent drum--to be held back, more than

growth nationally, by such factors as a

changing mix of jobs,

accelerating global eco-

nomic integration, and

residual effects of the

mid-1980s real estate

boom-bust. To address

growth prospects [br the

region, the Federal

Resmwe Bank of Boston

has identified two areas

--workforce education and community

economic development--where the

Bank’s involvement can make a differ-

ence. A workforce educated to meet

changing business needs is essential to

long-term growth, as is the capacity for

healthy economic activity at the local

level. In 1994, the Bank focused greater

attention on these two areas.

’ i,~,<:,,,,’l,,i~. Public-private partner-

ships linking schools and the workplace

have been shown to be vel3, effective in

giving 3,oung people the skills the5, need

to enter the workforce successfully and

remain productivel5, employed. In 199d,

the Federal Reserve Bank of Boston

worked with the Boston Private IndnstW
Council to support a pioneer partnership

program serving Boston high school stu-

dents. Called Project ProTech, the pro-

gram combines work-based

classroom learning with work

experience to prepare stu-

dents for careers in specific

fields. Students visit partlcl-

patlng employer sites and

eventua]l3, hold part-time jobs

at participating emplo3,ers.

Project ProTech has proven

surprisingly successful. New

federal legislation, the School-To-’Work

Opportunities Act, is substantlall5, based on

the program. X\qth enhanced limding, Project

ProTech is being expanded to serve as many

as ~,000 juniors and seniors in high school by

the yem" 2000 and to include new indusnqes in

addition to health care and financial smwices,

the initial two. The Boston Fed x~6ll continue

to support the program as a participating

employer and in overseeing and monitoring

the expanded e[ibrt.

In addition to Project ProTech, the Bank

maintained its partnerships with South Boston

High School, Oliver \Vendell Hohnes School,

and Dearborn 2vIiddle School. Bank staffalso

served on a committee organized b5, the



l¥Iassachusetts state n’easurer’s office to develop

a new p,’ogram, "Savings IMakes ’Cents’,"

designed to teach elementaW school students

basic economic principles and the importance

of savings.

These local activities were complemented

b5, the Bank’s longstanding economic educa-

tion progrmn, which reached more than 10,000

people throughout New England. Through

lectures, tours, classroom sessions, and panel

discussions, as well as the disnqbution of publi-

cations and videotapes, students, educators,

and the general public were
given practical information on I11

money, banking, and the

Federal Reserve System. The

Bank also developed a new

program to be used System-

wide to educate the public

about the risks associated

with the purchase of mutual

funds and other uninsured

bank products.

Publlc~private partner-

ships are important not

just in the educational field, but also in

communit3, economic development. In

1994, the Bank’s communil3, development

work focused heavib, on promoting com-

munity development partnerships--

expanding their reach, participants, goals,

resources, and accomplishments.

The ttx~e engines [br communit), develop-

ment in New England--especially in

Massachusetts -- are often communit3, devel-

opment corporations (CDCs) -- locally-based

organizations governed by a neighborhood

board ofdlrectors who hire professional start:

CDCs improve communities by creating

affordable housing, meeting human services

needs, and creating and maintaining jobs.

Because CDCs m’e so effective, the Bank often

works ~vlth them and tries to promote their

influence.

Bank management took a leadership role

in communit), development issues in 1994. VVe

xdsited community development corporations

and met ~x4th bankers, community leadeps, and

development professionals, seeldng to build

support for eMstlng initiatives, encourage new

activities, and involve new

pm’ticipants, such as private

f~rms and foundations, in

the development process.

We encouraged lenders to

~- recognize the potential of

low-income areas and

undersmwed communities.

At various times during

the yean the Bank offered

training sessions for bankeps

and community develop-

ment professionals in the

mechanics of consortia

lending, multila3,ered funding arrangements,

and other f~nanclng techniques relevant to

community development lending. A number

of informational meetings were sponsored to

encourage the fbrmation ofcommnnlt3, devel-

opment ~nmam,es.

The Bank expects to expand its commu-

nit3, development and educational outTeach

efforts in 1995 and be3,ond. An edncated work-

force and health3~ communities are critical

resources, and the Bank is committed to

enhancing these resources for New England.





71. 17%"

Jerome H. Grossman, M.D.
( C/.,aD’man )
Cl, aD’man ,rod CDid’F~v, vulfi’; Qffi,’,’r
A ",’.’ Engl, md A L’dica[

Warren B. Rudman, ’Esq.
(D~7~ttly L’[mt)’m,m)
Sb,’,’ban PDDm,’y Ba.,s + Gnvn

Stephen L. Brown
C[,airnmn ,rod Cl, l, f Ev,’,’uliv; Qt~’Lw"
.~,bn ~mc,,,’k , lhttual L~t;’ ha,uran,~"

John E. Fb~nn
Ev,.cuttb,. 1)ir,’,’hw
Tb ; @zah~y

Edward H. Ladd
L~,aDv.an
StandL,D. Ay,’r ,:~’ lV,,,,d,/.,’.

David A. P,~e

T/.,,, Ocean A’a/i, hal Bank

Robert 5I. Silva
Pre.,id,’nl
TD; 07iz,’n,, NarD,hal l~mk

h’a StepasllanC/.,airman ,rod Cbiff Er,’,’uM,;

Marshall N. CatxerC/.,ab’man, Pr,’,,h),’nt,

Cbi,’/"~v,’,’uUv," Offi,’,’r
S/,,~e Sm’,’t

Angelo E Pizz~agalli
((’DaD’man)
l q, v CDah’man
Pizzagalli L’on<,lrtu’lh~

Ray \V. Allen
Al[,’nb,~Dn Farm

Bruce D. Clow
Pr,’.,id, v# and Cbi, f ~r, vuli,’,"H,,r&,,n B,m~;,,

Pamela Crandall

¯ -L,/.,a.’ay Lbw c4 Twin,’,l[am~l~wturD(q

Albert B. Gliclmaan, Esq.

Charles Grlgsby
DDv,’h~r
L’t’~. ,!/’B,~,l,,tt, O~’/~’ce

Louis Harvey
PI’~; ,t})dttl
\all, at Financthl S,’n’i,~’,,

Chester E. Homer’~v,’ctttiv; Vice Ptv.,tTIettl
T,,m :, ,:/’, l h~b~,,, hz,..

Mitchell E. Kertzman
C/.,~?f ~r,v.ti,’," Q[f+,’r
P,,.,..t:,,ft L’,,q,,~ralt;,~

Donald Leer
Vice Pr,’st’d, vtt am) C[,i, f FbmtwDd

Draka ~ zSA C,,rt,,,mUon

James C. Smith
Pr,’sid,’nl and CDi, g’~r, vuti,,; Offfi’,’r
Firs! F,’d,’ral Bank, FSB

C~u-ol \Vallace
Pr,’,,id,’nt ,rod CDz~.!Ew,..tt;,,, OffL’,’r

John \Vomack
Pt’&,t’t)dttl

JJS ~’n,fi’,’,,, hw.

/)<,< ,;.,/,,-i

Cathy E. 5’Iinehan

C/.,i, f Ev, v.tiv;

Paul 51. Connolly
First Vice Pn’sid, vtt
LT, i,’.f Ot,,.ratbG1 Qffic,’r

\\qlliam N. McDonough
~recuti¢; Vie; Pn’.,it)enl
G, va’r,d

Lynn E. Browne
S,’m~u" VLv Pr,’sid,’nt
DDv,’t,,r

Thomas E. Cimeno,
S,’m~,r H’c;

\Valter T. SullivanS,’ni,,r Vi,’," Pn;,id, vtl

Robert 5L Brady
VL" ; Pr,’sh ~,’nt

No~vnan S. Fieleke
Vie,’ Pr,:,k),’m and F~’,uwnzL,t

James 1L Fitzgerald
Vice Pr,’,,id, vtl

Mary E. Fotherg411
17,’," Pr,’sid, v~t

Thomas Gag~aon
Vi,’e

Gerald J. Giaccai
Vice

Sarah G. Green
Vice

John ILH. IGmball
Vice Pre,,i)enl and A.,.,ociah"
G~uttv’a[

Richard \V. Kopcke
Vie,’ Pr,’sh),’nt and "~’vno#nZ,l

Robert IC LaRocca
Vi,’.’ Pr,’sid, v~t

James E. 5Iahoney
Vice IJntiit)~wl atl()

Rokmd H. Mm.’x, Jr:
l ’i,~" Pr,:,hJ,’nt ,md G,’n,’m[ Audit,,r

Stepben K. 5~cNees
Vie," Pr,’,,h~,’nt

Ronald V. O’Connell
H?,"

Eric S. Roseno’en
Vi,’; Pr<’sid,’n#

E. Phillp A. Simpson, Jr.
Via’ Pnvid,’nt

\XrtHiam J. Sprhag
Vice Pr,’sid, vtl

Stephen G. Treblno
Vi, v Pr,’sid,’nt

Cm’tls L. Tin’net
Vi,’; Pr,’sid,’nt

Robert Augusta,
~,£,hutl Vice 19re,,t’dent

IG~thm’ine L. Bradbury
,4,s~,hutt Vice Presid,’nl
tllZt)

Richard M. Burns
A,.,~,hm! H’ce President

Cjaathia A. Conley
A,<,i<,tant Vice Pn’stT),’nt am)

Marshall D’Avanzo
A,<,t~hmt Vice Pzu,id,’nt

\~,~lliam J. DeLorleA,,,istan# Vie," Pn’sid,’nt

Rena l~,l. DeSisto
zL~st~,tant lq,’," Pn;,i)ent

Amina P. Derbali
:L,sZ,hmt l:fii" Pnt,h)ent

Clah’e M. Desjardlns
~rL~.tt~,htnt Vt’a’ Pnt,idt’#tl

Brian L. Donovan
A,,,i,hmt [~ice Pn’.,idtvd

Jonathan S. Fine
A,s~,tant Vie," Pre.id, v#

deffa’ey C. Fuhrer
A~,t2,t,utt lqce Pn’sh),vtt

Peter E GenevlchAs<,istanl Vie," Pn’,,id, wt

Joan M. Gibbons
rL,.,t;,hmt Vie,"

Kathm’ine Gibson
A,.,tbtant Vie," Pr,’sM, vtt

dane A. Goubeaux

Dexter S. Holt
A.,,~t~,htnt Vice Pt’,’sidenl

Linda IL Kopec
¯ "h~.,~,tanl Vice Pt’¢.,[t)etII

Linda d. ~Iahon
zL,.,t~,tant Vice Pr,’sid,’,t

James ~cEneaneyAss£,hz#tt lZitv Pt’esit)eztt

Da~4d K. Park

Ed~vard A. Romkey
AssZ,tant Vice Pre.,it~tvtl

IG’ista 51. Shields

Geoffrey M.B. Tootell
A.,,,t~,hml Vice Pn’sie~,’nt

I~a’istlne Van Amsterdam
A,,,,i,,htttl Vice Ptu,t’dent

Richm-d C. \Valker llI
,-L,.,~,htnl Vice

Mm’ilyn E. WeekesA,sistant Via" Pr,’sid,’nt

John \V. \Vescott
~-~,,,t~,tanl Vice Ptvsiegettt

Robert M. White
~<,t~lhtttt Vice

Steven ~I. *~Vhltney
,-L~,ff,,htttl Vice

Anna M. \Vong
A~,t~,tant Vie," Pr,’.,[e),vtt
A,<,t~,t, tnt G, vwral Ata)it,,r



Gold Certificate Account

Special Drawing Rights Certificate Account

Coin

Loans and Securities:

Loans to Deposito~T Institutions

Federal Agency Obligations Bought Outright

U.S. Government Securities--System Account

Total Loans and Securities

Items in Process of Collection

Bank Prelnises (Net)

Other Assets

lnterdistrict Settlement Account

Total Assets

December 31, 1994

$553,000,000

511,000,000

14,870,139

5,750,000

190,376,114

19,082,041,609

19,278,167,723

293,173,596

93,337,983

1,249,247,626

(2,202,479,852)

$19,790,317,215

Federal Resel~,e Notes (Net) $17,747,015,737

Deposits

Deposito~T Institutions 1,213,936,378

Foreign 5,098,909

Other 31,366,186

Total Deposits 1,250,401,474

Deferred Credit Items 283,603,491

Other Liabilities 230,423,814

Total Liabilities $19,511,444,515

Capital Paid In $139,436,350

Surplus 139,436,350

Total Capital Accounts _978,872,700

Total Liabilities and Capital Accounts $19,790,317,215

December 31, 1993

$660,000,000

511,000,000

10,005,362

4,200,000

273,708,722

19,591,883,303

19,869,792,025

353,327,593

90,943,976

1,252,607,077

(2,194,680,076)

$20,552,995,957

$17,254,384,035

2,555,061,116

4,934,500

14,746,390

2,574,742,006

325,892,392

151,985,524

$20,307,003,957

$122,996,000

122,996,000

245,992,000

$20,552,995,957



December 31, 1994 December 31, 1993

Current Earnings:

Advances to Depository Institutions

Invested Foreign Currency

U.S. Governrnent Secnrities and Agency

Obligations - System Account

Income from Serx-ices

Penalties on Deficiencies in Required Balances

Peoalfies on Overnight Overdi’alTts

Penalties on Daylight Overdratis

Ti’easuW Secudtles Transfer Fees

Total Current Earnings

Less:

Current Expenses

Cost of Earnings Credit

Current Net Earnings

Addifons to Curreot Net Earnings:

Net Profit on Sale of U.S. Government Securities

Net Profit on Foreign Exchange Transactions

All Other

Total Additions

$120,337 $75,142

32,311,828 44,484,936

1,035,627,770 1,014,558,922

39,895,330 43,728,635

22,644 31,122

5,442 12,510

90,629 -0-

319j295 288 064

1,108,393,276 1,103,179,331

94,032,256 91,242,540

14,492,606 11,330,964

999,868,414 1,000,605,827

(1,237,875) 2,362,418

87,608,162 9,425,225

11 332

86,381,619 11,789,446

Deductions from Current Net Earnings:

Cost of Unreimbursed TreasuW Services

Accumulated Post Retirement Benefit Obligation

All Other

Total Deductions

Net Addition (Deduction) to Net Earnings

Assessments by the Board:

Board Expenditures

Federal Reserve Cm’rency Cost

Net Earnings Be|bre Pa3rments to U.S. Treasul3,

Dividends Paid

Payments to U.S. TreasuW
(Interest on Federal Reserve Notes)

Transferred to Surplus

1,582,808 1,157,577

-0- 32,948,374

-0~- ~

1,582,808 34,136,816

84,798,811 (22,347,370)

5,334,800 5,006,300

18,471,633 20,988,078

~1,060,860,791 $952,264,079

$7,849,562 $7,076,855

1,036,570,880 930,501,974

16,440,350 14,685,250

$1,060,860,791 $952,264,079

I. ’,u@



Calendar Year 1994

Daib,
Average
Volume

Daib, Dollar
Value of
Transactions

Calendar Year 1993

Daib,
Average
Volume

Dalb, Dollar
Value of
Transactions

SERXqCES TO DEPOSITORY [iNSTITUTIONS

\Vire Transi;~.r of Funds 32,696 t,~,,,4~’r., $73.0 billion 30,793 tn,~y’,’r., $59.5 billion

Automated Clearin.~ 1 louse 718,192 ih’m., $1.8 billion 631,964 items $1.7 billion

Cmnmercial ACH Items 605,074 item., SI.6 billion 524,620 &m., $1.5 billion

Government ACH Items 113,118 it,.,,,., $0.2 billion 107,344 it,’,,,., $0.2 billion

Check lh’ocessl ug ~ t ’,,;,.;;,;~’~:;/~

Total Volume

Processed Volume

Fine Sort Volmne

Processed Returns

Government Volume

Adjusmaent Process

Cash ()perations

Cash Shipped

Cash Received

SEmrlCES TO U.S. TREASURY

l!;lectronic Book I’;ntgv Securities

Savings Bonds Issued~

4.1 ,,ilh},, ,.h,.,-k, $2.6 billion

3.0 ,,ilia,,, ,’beck, $2.1 billion

1.0 ,,ilh~,,~ ,’/,.’,’£, $0.4 billion

42,936 ,bil.va,v,~,:~," it,’ms    $0,04 billion

92,701 ,bil.va,’,’,~.,Z,’~,’,h, $0.09 billion

775 daily a,’,’ra.,~," item.,

45,307 ~b@,~,’,’,’,,~,’it,’m.,

95,466 ,*a@ ,a’,’r,~:z," item.,

796 ,qil.v,,,,r,~:~,.

$3.2 billion

$2.6 billion

$0.6 billion

$0.04 billion

$0.09 billion

6.4 ,,,ilhb,, ,,,,h:, $82.6 million 6.2 ,,,,lla,,, ,,,,t,:, S77.8 million

5.8 ,,,,1/~,,, ,,,,;e.. $72.4 million 5.8 ,,,,~/,:,,, ,,,,t,:, $69.3 million

5.797 t,’,,,,.!/>r., $79.2 billion 5,626 tr,,,,.ier,, $79.6 billion

10,699 b,,,A, $2.0 million 16,225/,,,,,,b $3.6 million
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