108

Transactions Reported by U.S. Banks and Securities Brokers

In this section:
Coverage and definitions
Estimation methods overview

U.S. claims reported by U.S. banks and securities
brokers

Own accounts
Customers’ accounts

U.S. liabilities reported by U.S. banks and securities
brokers

Own accounts

Customers’ accounts

Coverage and definitions

Transactions of U.S. banks and securities brokers
with foreign residents, other than those with foreign
official agencies, are measured in the following ac-
counts: (1) U.S. claims on foreigners reported by U.S.
banks and securities brokers (line 54); and (2) U.S. lia-
bilities to foreigners, except foreign official agencies,
reported by U.S. banks and securities brokers (line
69). Transactions of banks are defined broadly to in-
clude those of all depository institutions. Transactions
of bank holding companies, financial holding compa-
nies, and securities brokers and dealers are also in-
cluded.

In general, transactions cover loans, loan participa-
tions, and deposits of any maturity; brokerage bal-
ances; resale and repurchase agreements; negotiable
certificates of deposit of any maturity; and short-term
negotiable and nonnegotiable securities with a matu-

rity of 1 year or less, such as commercial paper and
bankers’ acceptances. U.S. Treasury bills and certifi-
cates are excluded because they are included in U.S.
Treasury securities. Transactions include those under-
taken both for financial institutions’” own accounts
and those undertaken for the accounts of their do-
mestic and foreign customers.

Transactions are between private residents. Liabili-
ties to foreign official agencies—that is, foreign mone-
tary and exchange rate authorities and their fiscal
agents—reported by U.S. banks, bank holding compa-
nies, financial holding companies, and securities bro-
kers are included in line 61, a component of foreign
official assets in the United States.

Transactions exclude all transactions in long-term
equity and debt securities of foreign or U.S. issuers,
which are reported on the TIC S forms and included in
lines 52, 65, and 66, and transactions of nonbanks,
which are reported on the TIC C forms and derived
from other data sources and included in lines 53 and
68.

Transactions cover both those between unaffiliated
entities, that is entities that hold less than 10 percent
of the voting securities in another entity, and those
between dffiliated entities, that is, entities that hold
10 percent or more of the voting securities of another
entity, and therefore are considered as having a direct
investment relationship with one another. Thus,
transactions between related institutions cover those
between U.S. banks and their foreign branches and
majority-owned subsidiaries abroad (affiliates), and
transactions between the U.S. branches, agencies,
and majority-owned subsidiaries (affiliates) of foreign
financial institutions and their head offices, parents,
and other branches of the same financial institutions
located abroad. (Only debt transactions are cov-
ered; equity transactions between affiliated institu-
tions are included in direct investment (lines 51 and
64) because they indicate ownership of, or significant
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control over, a foreign entity and are not related to fi-
nancial intermediation.)

By definition, transactions exclude credit commit-
ments, unutilized credit and loan facilities, and contin-
gent claims and liabilities; gold, silver, or currency in
transit to and from the United States or held abroad
or in the United States; and securities borrowing ar-
rangements in which one security is borrowed in re-
turn for another. Transactions in financial derivatives
are also excluded.

Estimation methods overview

Quarterly estimates of transactions are made by
BEA on the basis of data on outstanding claims and li-
abilities at the end of a period, reported on Treasury
International Capital (TIC) BC, BL, and BQ forms. Data
are reported separately for each country and for inter-
national and regional institutions. The reporting sys-
tem consists principally of the following forms:

BC: Report of U.S. Dollar Claims of Depository
Institutions, Bank Holding Companies/Finan-
cial Holding Companies, Brokers, and Dealers
on Foreigners. (Monthly)

BL-1: Report of U.S. Dollar Liabilities of De-
pository Institutions, Bank Holding Compa-
nies/Financial Holding Companies, Brokers,
and Dealers to Foreigners. (Monthly)

BL—2: Report of Customers’ U.S. Dollar Liabili-
ties to Foreigners. (Monthly)

BQ-1: Report of Customers’ U.S. Dollar Claims
on Foreigners. (Quarterly)

BQ-2 (Part 1): Report of Foreign Currency Lia-
bilities and Claims of Depository Institutions,
Bank Holding Companies/Financial Holding
Companies, Brokers and Dealers, and of their
Domestic Customers vis-a-vis Foreigners.
(Quarterly)

BQ-2 (Part 2): Report of Customers’ Foreign
Currency Liabilities to Foreigners. (Quarterly)
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Mandatory reports are filed with district Federal
Reserve banks and with the Federal Reserve Bank of
New York by banks, bank holding companies, financial
holding companies, and securities brokers and deal-
ers. Reports are required if total claims on, or liabili-
ties to, foreigners are $50 million or more or if claims
or liabilities for any individual country exceed $25 mil-
lion for any monthend or quarterend closing balance.
In 2009, approximately 300 reporters filed regular
monthly and quarterly reports.

Amounts of outstanding claims and liabilities are
reported on a gross basis, without deduction of any
offsets against them, at the close of business as of the
last business day of the period covered by the report.
Amounts are reported using settlement date account-
ing. Amounts are reported at the face value of the
short-term financial instrument and the book value of
the loan. Foreign currency-denominated positions are
reported in dollar equivalents on the last business day
of the month or quarter, but transactions derived
from them are adjusted by BEA for exchange rate
movements over the quarter. Banks and securities
brokers are generally required to file consolidated re-
ports for all resident branches, agencies, and major-
ity-owned subsidiaries. Holding companies also file
consolidated reports but must exclude banks and se-
curities brokers, which are required to file separate
consolidated reports.

1 Claims on Foreigners (line 54)

1.1 This account measures claims, acquired or held
in the United States or abroad, on foreign residents re-
ported by U.S. banks and other depository institutions,
bank holding companies, financial holding companies,
and securities brokers and dealers (see table 26).

1.2 Two categories of claims are distinguished:
(1) Claims for own accounts, and (2) claims for do-
mestic accounts, which are claims of entities in the
United States which a U.S. reporter holds in custody
for the accounts of U.S. residents. Claims denomi-
nated in both dollars and foreign currencies—which
are reported in dollar equivalents but adjusted by
BEA for exchange rate movements over the reporting
period—are included. Claims of international banking
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facilities (IBFs), which are U.S. banking offices set up
solely to conduct banks’ international lending and
borrowing operations, are also included. Transactions
for a given quarter represent changes between out-
standing amounts at the end of the current quarter
and the end of the preceding quarter reported on
Treasury International Capital (TIC) forms BC, BQ-1,
BQ-2 (part 1).

ctions Reported By U.S. Banks and Securities Brokers

1.3 No deduction is made for any reserves or allow-
ances that may have been established against possi-
ble future losses. For example, provisions by banks for
possible future loan losses against financial or indus-
trial firms or against heavily indebted developing
countries do not alter the amount of the reported
claims. However, when an asset is partially or entirely
written off, or required by regulatory agencies to be

Table 26. Claims on Foreigners Reported by

U.S. Banks and Securities
[Millions of

Brokers, 2009 (Line 54)

dollars]

(Credits +; decrease in U.S. assets. Debits —; increase in U.S. assets.)

Claims reported by U.S. banks and securities brokers, total

Claims for own accounts

Denominated in dollars

By instrument:
Resale agreements
Negotiable certificates of deposit

Other short-term instruments (including money market instruments)

Deposits and brokerage balances
Other claims (including loans)

By type of U.S. reporting institution:
U.S.-owned banks claims on:
Foreign banks

Foreign nonbanks and foreign official institutions

Foreign-owned banks claims on:
Foreign banks

Foreign nonbanks and foreign official institutions

Brokers’ and dealers’ claims on:
Foreign banks

Foreign nonbanks and foreign official institutions

Denominated in foreign currencies

By instrument:
Deposits and brokerage balances
Other claims (including loans)

Claims for customers’ accounts

Denominated in dollars

By instrument:
Commercial paper
Negotiable certificates of deposit

Other short-term instruments (including money market instruments)

Deposits and brokerage balances (including swe
Other claims

Denominated in foreign currencies

By instrument:
Deposits and brokerage balances
Other claims

—277,087

-193,569
—229,121

-43,431
207
2,276
—232,960
44,787

—20,345
50,287

-164,991
3,109

—4,020
-93,161

35,552

5,760
29,792

-83,518
—-80,738

—64,812
-128,971
287
111,011
-3,253

—2,780

ep accounts)

5,060
—7,840
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so treated, the amount of the writeoff is deducted
from outstanding claims and from changes in claims in
the accounts. Writeoffs are considered valuation
changes and are included in the U.S. international in-
vestment position.

1.4 Claims are divided into those for own accounts
and those for customers’ accounts.

1.5 Own accounts.—Claims for own accounts are
distinguished by three categories based on type of
U.S. reporting institution—(1) U.S.-owned banks’
claims, (2) foreign-owned banks’ claims, and (3) secu-
rities brokers’ and dealers’ claims. Each category is di-
vided by type of foreign resident borrower into claims
on foreign banks and into claims on foreign nonbanks
and foreign official institutions.? 2

1.6 U.S.-owned banks’ claims, foreign-owned
banks’ claims, and securities brokers’ claims denomi-
nated in dollars cover (1) deposit balances due from
banks of any maturity (including nonnegotiable certif-
icates of deposit (CDs)); (2) negotiable CDs of any ma-
turity; (3) brokerage balances (cash balances of U.S.
residents in brokerage and margin accounts held by
foreign-resident entities); (4) overdrawn accounts of
foreign residents in U.S. institutions; (5) loans and
loan participations of any maturity; (6) short-term ne-
gotiable and nonnegotiable securities with an original
maturity of 1 year or less; (7) resale agreements and
similar financing agreements (that is, temporary lend-
ing in which securities are used as collateral); and (8)
money market instruments, such as commercial paper
and bankers’ acceptances with an original maturity of
1 year or less. The above dollar-denominated claims,
and those listed below as foreign currency-denomi-
nated claims, include transactions with affiliated as
well as unaffiliated foreigners, so that amounts due
from foreign branches and majority-owned foreign
subsidiaries or from head offices, parents, and other
directly related foreign institutions are included.

1. The term “foreign official institutions” is broader than the
term “foreign official agencies” that is the basis for foreign official
assets (line 58) in that the former includes “international and
regional organizations” in addition to “foreign official agencies.”
See the chapter “Transactions with Foreign Official Agencies.”

2. Holding companies are included in U.S.-owned banks’ claims
and foreign-owned banks’ claims.
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1.7 Claims for own accounts denominated in dol-
lars are arranged by instrument as resale agreements,
negotiable certificates of deposit, other short-term in-
struments (including money market instruments), de-
posits and brokerage balances, and other claims
(including loans).

1.8 Claims for own accounts denominated in for-
eign currencies are arranged by instrument as depos-
its and brokerage balances and as other claims
(including loans). Foreign currency-denominated posi-
tions are reported in dollar equivalents on the last
business day of the quarter. Transactions derived from
those positions are adjusted by BEA for exchange rate
movements over the quarter.

1.9 Customers’ accounts.—Customers’ claims
cover financial claims of entities in the United States,
other than long-term securities, which reporting insti-
tutions hold for the accounts of U.S. residents, either
in direct custody or in their own name with a custo-
dian bank or other custodian institution.

1.10 Customers’ claims denominated in dollars,
held here or abroad for the accounts of U.S.-owned
banks’, foreign-owned banks’, and securities brokers’
domestic customers, cover (1) short-term negotiable
and nonnegotiable debt securities (including money
market instruments) issued by foreign residents with
original maturities of 1 year or less, including foreign
resident-issued securities that have been temporarily
“transferred out” by U.S. residents under repurchase
or similar agreements; (2) negotiable certificates of
deposit of any maturity issued by foreign residents
and held by the reporter for U.S. residents; (3) claims
on managed foreign offices (that is, foreign offices
where the reporter has a majority of the responsibil-
ity for business and financial decisions); (4) funds
placed overseas (claims resulting from transfers of the
accounts of U.S. residents on the reporter’s books to
the books of foreign offices under pre-arranged
“sweep” agreements); and (5) brokerage balances
(cash balances in brokerage and margin accounts
which are placed abroad), whether these funds may
be freely withdrawn or are held to support positions
in futures, securities, or other financial instruments.
These instruments represent claims on foreigners.
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1.11 Customers’ claims in denominated in dollars,
held here or abroad, are arranged by instrument as
commercial paper, negotiable CDs, other short-term
instruments (including money market instruments),
deposits and brokerage balances (including sweep ac-
counts), and other claims.

1.12 Customers’ claims denominated in foreign
currencies, held here or abroad, are arranged by in-
strument as deposits and brokerage balances and as
other claims. Foreign-currency-denominated posi-
tions are reported in dollar equivalents. However, BEA
adjusts transactions derived from these positions for
exchange rate fluctuations over the reporting period.

1.13 Direct U.S. loans to foreign residents, other
than by banks, bank holding companies, financial
holding companies, and securities brokers and deal-
ers, are not included in this account, but in U.S. claims
on unaffiliated foreigners reported by U.S. nonbank
concerns, except securities brokers (line 53).

2 Liabilities to Foreigners (line 69)

2.1 This account measures liabilities, acquired or
held in the United States or abroad, to private foreign
residents and international organizations reported by
U.S. banks and other depository institutions, bank
holding companies, financial holding companies, and
securities brokers and dealers (see table 27).

2.2 Two categories of liabilities are distinguished:
(1) Liabilities for own accounts, and (2) liabilities
for foreign accounts, which are liabilities of entities
in the United States which a U.S. reporter holds in
custody for the accounts of foreign residents. Liabili-
ties denominated in both dollars and foreign curren-
cies—which are reported in dollar equivalents but are
adjusted by BEA for exchange rate movements over
the reporting period—are included. Transactions for a
given quarter represent changes between outstand-
ing amounts at the end of the current quarter and end
of the preceding quarter reported on TIC forms BL-1,
BL-2, BQ-2 (parts 1 and 2).

2.3 Liabilities are divided into those for own ac-
counts and those for customers’ accounts.
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2.4 Own accounts.—Liabilities for own accounts
are distinguished by three categories based on type of
U.S. reporting institution—(1) U.S.-owned banks’ lia-
bilities, (2) foreign-owned banks’ liabilities, and (3) se-
curities brokers’ and dealers’ liabilities. Each category
is divided by type of foreign resident holder into liabil-
ities to foreign banks and into liabilities to foreign
nonbanks, including international organizations.?

2.5 U.S.-owned banks’ liabilities, foreign-owned
banks’ liabilities, and securities brokers’ liabilities de-
nominated in dollars cover (1) deposit balances due to
foreigners of any maturity (including nonnegotiable
deposits of any maturity and nonnegotiable certifi-
cates of deposit (CDs)); (2) brokerage balances (cash
balances of foreign residents in brokerage and margin
accounts held by U.S.-resident entities); (3) overdrawn
deposit accounts of U.S. residents in foreign institu-
tions; (4) loans and loan participations of any matu-
rity; (5) short-term nonnegotiable securities with an
original maturity of 1 year or less; and (6) repurchase
agreements and similar financing agreements (that is,
temporary borrowing in which securities are used as
collateral). The above dollar-denominated liabilities,
and those listed below as foreign currency-denomi-
nated liabilities, include transactions with affiliated as
well as unaffiliated foreigners, so that amounts due to
foreign branches and majority-owned foreign subsid-
iaries or to head offices, parents, and other directly
related foreign institutions are included.

2.6 Liabilities for own accounts denominated in
dollars are arranged by instrument as repurchase
agreements, deposits and brokerage balances, and
other liabilities (including loans).

2.7 Liabilities for own accounts denominated in for-
eign currencies are arranged by instrument as depos-
its and brokerage balances and as other liabilities
(including loans). Foreign currency-denominated posi-
tions are reported at dollar equivalents on the last
business day of the quarter. Transactions derived from
those positions are adjusted by BEA for exchange rate
movements over the quarter.

3. Holding companies are included in U.S.-owned banks’ liabili-
ties and foreign-owned banks’ liabilities.
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2.8 To avoid possible duplication in reporting, ne-
gotiable certificates of deposit are not included by the
issuing bank as part of its own liabilities reported on
the BL-1; these certificates are reportable on TIC
Form BL-2 (if dollar denominated) or BQ-2 (if foreign
currency-denominated) by the institution that holds
them in custody for the account of foreigners, regard-
less of whether the reporting bank itself or another
bank is the issuer, or by the issuer if no U.S. custodian
is used.

2.9 International and regional financial organiza-
tions include the World Bank/International Bank for
Reconstruction and Development, the International
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Development Association, the Asian Development
Bank, the International Finance Corporation, the In-
ter-American Development Bank, the Multilateral In-
vestment Guaranty Agency, the Organization of
Central America States, the United Nations, the World
Health Organization, and the International Monetary
Fund’s Trust Fund. Although reporting on the TIC
forms classifies these organizations as “foreign official
institutions,” they are not so classified in the U.S. in-
ternational transactions accounts, in which the “offi-
cial” category is limited to monetary and exchange
rate authorities (and their fiscal agents) of individual
countries.

Table 27. Liabilities to Foreigners, Except Foreign Official Agencies,
Reported by U.S. Banks and Securities Brokers, 2009 (Line 69)

[Millions of dollars]

(Credits +; increase in U.S. liabilities. Debits —; decrease in U.S. liabilities.)

Liabilities reported by U.S. banks and securities brokers................c.cc.cc......

Liabilities for own accounts.................cccoeceeiiiens

Denominated in dollars ..........ccccceeviieinieenieeiiiees

By instrument:

Repurchase agreements............ccccccoeiiiininnne

Deposit and brokerage balances ..

Other liabilities (including loans) .......................

By type of U.S. reporting institution:
U.S.-owned banks’ liabilities to:

Foreign banks...........covvviieniencnecneccee
Foreign nonbanks, including international organizations ......................

Foreign-owned banks’ liabilities to:

Foreign banks.........c.cccooiviiiiiiii
Foreign nonbanks, including international organizations .....................

Brokers’ and dealers’ liabilities to:

Foreign banks............coooiiiiniiii
Foreign nonbanks, including international organizations ......................

Denominated in foreign currencies.............c..c........

By instrument:

Deposits and brokerage balances.....................
Other liabilities (including l0ans) ...........ccccceee..

Liabilities for customers’ accounts........................

Denominated in dollars .........ccccceeviiienieeniieeiiiee

By instrument:

Negotiable certificates of deposit and other short-term instruments........
Other liabilities (including [0ans) ...........ccccceeen.

Denominated in foreign currencies ...........cccocevene

-313,013

-215,618
—-135,202

—27,796
—84,883
—22,523

-57,741
-96,295

13,764
—25,523

25,001
5,592

-80,416

—22,667
-57,749

-97,395
-93,059

—74,301
-18,758

—4,336
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2.10 Customers’ accounts.—Liabilities for custom-
ers’ accounts cover financial liabilities of entities in
the United States, other than long-term securities and
U.S. Treasury bills and certificates, which reporting in-
stitutions hold for foreign residents, either in direct
custody or in their own name with a custodian bank
or other custodian institution.

2.11 Liabilities for customers’ accounts denomi-
nated in dollars, held here or abroad for the accounts
of U.S.-owned banks’, foreign-owned banks’, and secu-
rities brokers’ domestic and foreign customers, cover
(1) short-term negotiable and nonnegotiable debt se-
curities (including money market instruments, but ex-
cluding short-term U.S. Treasury bills and certificates)
issued by U.S. residents with original maturities of 1
year or less, including U.S. resident-issued securities
that have been temporarily “transferred out” by for-
eign residents under repurchase or similar agree-
ments; (2) negotiable certificates of deposit of any
maturity issued by U.S. residents and held by the re-
porter for foreign residents; (3) liabilities to managed
foreign offices (that is, where the reporter has a ma-
jority of the responsibility for business and financial
decisions); (4) foreign holdings of loans and loan par-
ticipations to U.S. residents that are serviced by the
reporter; (5) liabilities of U.S. residents to foreigners

Transactions Reported by U.S. Banks and Securities Brokers

from loan syndications in which the U.S. reporter is
the administrative agent; and (6) short-term negotia-
ble securities issued by the reporter directly in the for-
eign market where no U.S. custodian (other than the
reporter) is used. These instruments represent liabili-
ties to foreigners.

2.12 Liabilities for customers’ accounts denomi-
nated in dollars, held here or abroad, are arranged by
instrument as negotiable certificates of deposit and
other short-term instruments and as other liabilities
(including loans).

2.13 Liabilities for customers’ accounts denomi-
nated in foreign currencies, held here or abroad, are
not available by type of foreign holder. Foreign-cur-
rency-denominated positions are reported in dollar
equivalents. However, BEA adjusts transactions de-
rived from these positions for exchange rate fluctua-
tions over the reporting period.

2.14 Direct foreign loans to U.S. residents, other
than banks, bank holding companies, financial holding
companies, and securities brokers and dealers, are
not included in this account, but in U.S. liabilities to
unaffiliated foreigners reported by U.S. nonbank con-
cerns, except securities brokers (line 68).
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