
Measuring 

the Money Stock

by William N. Cox, III

On May 16, 1974, at routine weekly press conferences in Washington and 
New York, the Federal Reserve System issued its first public measurement of the 
nation's money stock level during the May 2-8 banking week ended eight days 
earlier: $276.8 billion. A week later on Thursday, May 23, the measurement 
for the May 8 money stock level was revised to $278.5 billion. Two weeks after 
the end of that banking week, on May 30, that figure was revised again to 
$278.7 billion. This last figure represented the Fed's firmest measurement 
of what the level of the nation's money stock had been during the May 2-8 
banking week.1 Three press conferences, held 8, 15, and 22 days after the end 
of the banking week being measured, provided three successive measurements 
of what the nation's money stock had been during that particular banking week.

These measurements are the building blocks with which money stock 
behavior is analyzed: Weekly levels are averaged into monthly and quarterly 
levels, and these are compared with those of previous periods to provide 
growth measurements.

The importance of money stock data stems from the fact that many analysts 
believe the growth rate of the money stock is the most important single statistic 
of monetary policy.2 The weekly money stock statistics, built up and transformed 
into growth rates over longer periods, are essential ingredients. The purpose 
of this article is to describe how the Federal Reserve formulates these weekly 
building blocks, measuring the dollar level of the nation's money stock. We 
shall take a quick look at the procedures through which money stock data flow

'For purposes of exposition, this article focuses on the narrow or Mi definition of the money stock. 
For the definition of this narrow money stock, and for other broader measures of money as well, see 
"The Money Stock," this Review, November 1973.

2See "Controlling Money with Bank Reserves," this Review, April 1973, and "Numerical Specifica
tions of Financial Variables and Their Role in Monetary Policy," Federal Reserve Bulletin, May 1974.
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These numbers are successive measurements, as of the dates shown, of the amount 
of money in the economy during the banking week ended May 8, 1974. These were 
the successive numbers actually produced by the Fed reporting procedures, expressed 
in billions of dollars. Not only do the numbers change, but more importantly the 
quality of the numbers gets better and better as more and more information becomes 
available on succeeding dates.

from individual member commercial banks through 
the offices of the District Federal Reserve Banks to 
the Board of Governors in Washington, and we 
shall see what further processing is necessary before 
these individual bank data can be transformed into 
national money stock measurements. We shall 
emphasize the part played by Sixth District 
member banks.

initial Unpublished Measurements

The member-bank reporting process is somewhat 
similar to painting a wall. There first comes a 
reporting procedure, analogous to a rough first 
coat of paint, which involves only about ten percent

of the Sixth District's member banks. This procedure 
culminates in a rough internal measurement of the 
money stock. This is generated as quickly as 
possible for use by the Federal Open Market 
Committee and the Open Market Trading Desk; it 
is not released to the public. After that comes a 
second procedure— the second coat of paint—  
which provides a measurement good enough for 
public release. This "second coat" is in turn 
touched up with two revisions. Overall, the concept 
is one of better and better coverage of higher and 
higher quality as more and more data are 
incorporated into the measurements of the money 
stock level for each banking week.

Let us see how the Sixth District part of the initial
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unpublished measurements was generated for the 
banking week ended on May 8,1974. That banking 
week began on Thursday, May 2. The "first coat" 
reporting procedure began on the following day, 
Friday, May 3, when 20 of the larger District 
member banks telephoned their local Federal 
Reserve offices in Atlanta, Birmingham, Jackson
ville, Nashville, and New Orleans with reports of 
deposit levels on the day before.3 Within the next 
business day (by Monday, May 6), these Thursday 
figures had been subjected to edits and transmitted 
for further processing via a computer-to-computer 
communication system to the Board of Governors 
in Washington.4 This entire process— involving 
some phone calls from the large banks, editing, 
and transmission— is repeated for Friday's,
Monday's, and Tuesday's balances (May 3, 6, and 
7). By the Thursday immediately following the 
end of each banking week, the Board of Governors' 
staff in Washington has received initial key deposit 
items, covering six of the seven days in the banking 
week, from most of the nation's largest member 
banks.5 At the beginning of 1974, these banks 
accounted for about half of the demand deposits 
included in the money stock.

On Tuesday (May 7) each Federal Reserve office 
in the Sixth District also received a second set of 
telephoned reports, this time from a special sample 
of 30 smaller banks. These smaller banks provided 
key deposit figures for five days, Thursday through 
Monday (May 2-6).° These weekly figures are edited 
and transmitted in exactly the same fashion as the 
larger banks' daily data reports.

3Nationaily, these are the 177 member banks which were classified 
as “ reserve city" banks prior to November 9, 1972. Of the 20 
such banks in the Sixth District, 5 phone their reports directly to 
the Head Office in Atlanta, 2 call the Birmingham Branch, 5 to the 
Jacksonville Branch, 3 to the Nashville Branch, and 5 to the 
New Orleans Branch. The calls come in to the Accounting 
Departments at each office.

4These reserve city bank items make up the so-called Markstat-D 
wire. The data'items include (1) U. S. Government demand 
deposits, (2) net demand deposits, (3) time deposits (including 
large denomination negotiable CD's), (4) demand deposits due 
to other banks, (5) demand deposits due from other banks, and 
(6) total deposits. The editing processes point up unusual data 
fluctuations, which are verified with the feporting member bank. 
Generally, these fluctuations result from specific large transactions; 
occasionally, however, a mistake is uncovered and corrected.
Heavy emphasis is placed on editing and transmitting data from 
the 80-odd largest member banks in the Sixth District by Monday 
night following the end of the banking week on Wednesday.

r’A banking week runs seven days from Thursday to Wednesday.
On days when the bank is closed and balances do not change, the 
previous day's balances are carried forward. Thus, on a typical 
week without holidays, Friday's figures count for Saturday and 
Sunday as well.

’’Nationally, these 300 banks are called the country bank sample, 
since they are drawn from the member banks which were 
classified as "country" banks prior to November 1972. Of the 
30 such member banks in the Sixth District, 4 mail their reports 
to the Atlanta office, 2 to Birmingham, 11 to Jacksonville, 3 to 
Nashville, and 10 to New Orleans.

By the day after the end of each banking week, 
the Board of Governors' staff has in hand data 
for six out of seven days from most of the larger 
member banks around the country and a sample of 
smaller member banks. These figures are the raw 
material from which the staff produces its initial 
internal measurement of the money stock, one day 
after the end of the banking week itself. On 
Thursday, May 9, for example, the Federal Open 
Market Committee and the Trading Desk received 
an initial unpublished measurement of what the

money stock had apparently averaged during the 
week ended the previous day.7 The preliminary 
internal measurements made for monetary policy 
purposes, then, are derived from special telephone 
reports from 477 of the nation's 5,700 member 
banks, 50 of which report through Federal Reserve 
offices in the Sixth District.

T Actually, the Board of Governor's staff begins to develop 
measurements as soon as the first daily information from the 
large banks begins to come in on Monday (May 6). A new
measurement is run each day thereafter, on the basis of whatever 
data have been received by that time. By Tuesday night (May 7),
the measurements are usually developed enough to give the FOMC 
and the Trading Desk an idea of what the preliminary internal 
figure will look like two days later— a rough measurement of a
rough measurement, so to speak. For an illustration and descrip
tion of the reserve accounting process, see "Controlling Money 
With Bank Reserves," this Review, April 1973.
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The Published Measurements

The set of money stock measurements, the second 
coat of paint on the wall, so to speak, are based on 
the reserve accounting reports submitted weekly 
by each of the 623 member banks in the Sixth 
District.8 Member banks were reporting their daily 
deposit levels for reserve requirement purposes 
long before there was any concern about measuring 
the money stock; these reserve accounting reports 
have essentially been adapted to meet the new 
concern.

The reserve-accounting deposit reports are 
received by mail at Federal offices within six days 
after the end of the banking week being measured. 
As these reports arrive, the figures in them are 
subjected to extensive editing, both by hand and by 
computer, before transmission to the regional 
Federal Reserve Bank headquarters for further 
checking and subsequent transmission to the Board 
of Governors in Washington. As before, this in
formation is sent via the computer-to-computer 
communications system.9

In our Sixth District example of the week ended 
May 8, about 5 percent of these deposit reports 
arrived on Thursday (May 9), about 15 percent 
arrived by Friday (May 10), about 40 percent 
arrived by Monday (May 13), and 99 percent by 
Tuesday (May 14). The remaining one percent 
reflected exceptional situations such as computer 
breakdowns at the reporting member banks.

In addition to this transmission of edited 
individual bank deposit data to Washington, each 
Federal Reserve Bank transmits on the Monday and 
Tuesday following the end of a banking week a pair 
of special summary wires for larger member 
banks and smaller member banks, respectively.10 
In our example, a routine summary wire was sent 
to the Board of Governors on Monday and Tuesday, 
May 13 and 14. If a particular member bank has not 
filed its deposit report by the time these summary 
wires are sent, the Atlanta Reserve Bank provides 
its own estimation of that bank's deposit data. In 
other words, the Atlanta Federal Reserve Bank has 
623 holes to fill; if the actual reports are not 
available, it fills them with estimates.

sFor an illustration and description, see "Meeting Reserve 
Requirements," this Review, October 1973. Of the 623 member 
banks in the Sixth District, 76 mail their reports to the Atlanta 
office, 105 to Birmingham, 295 to Jacksonville, 66 to Nashville, 
and 81 to New Orleans.

“The acronym for this process is TEDS (Transmission of Edited 
Deposits System). The edit checks are based on comparisons with
(a) historical averages of data reported by each member bank,
(b) the previous week's reports, and (c) other reports not directly 
connected with the money stock measurement process.

10ln our example, this procedure is called the FR 422, or Flash 
Wire. These larger banks are those which phoned in the 
daily deposit measurements a week earlier.

If we view this process through a different 
perspective, that of the staff of the Board of 
Governors in Washington, we find that by the 
Wednesday one week after the end of the banking 
week being measured (by May 15), they have 
received edited deposit reports from about 99 
percent of the member banks around the country. 
They have also the two summary wires, mentioned 
above, from each of the 12 Federal Reserve 
Districts. This is sufficient information to produce 
a publishable measurement of the money stock

level eight days after the end of the May 2-8 
banking week being measured. This is the $276.8 
billion figure released on Thursday afternoon,
May 16, and printed in the financial press the 
following Friday morning.

For two weeks thereafter, revisions and correc
tions are generated and transmitted through the 
same procedural network by both the reporting 
member banks and at the Federal Reserve offices. 
These feed into the revised money stock figures 
published 15 and 22 days after the end of the 
particular bartking week.

The successive published numbers are increas
ingly better measurements of what the national 
money stock level was during a particular banking 
week. The two revisions often do not change the

FEDERAL RESERVE BANK OF ATLANTA 97

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

July 1974



level of the measurement very much. The important 
thing, however, is not that the numbers change, 
but that the quality of the measurements gets better 
and better as more and more information becomes 
available. Both the public and the policymakers, in 
other words, could place more confidence in the 
May 30 measurement of the May 8 money stock 
than they could in the May 16 measurement.

Processing at the Board of Governors

The staff of the Board of Governors is responsible 
for translating the raw member bank deposit data, 
reported through the regional Federal Reserve 
Banks as we have described, into successive 
measurements of the money stock. There is much 
more involved than just adding up the relevant 
deposit items reported by the member banks. In 
particular, there are missing components of the 
nation's money stock which must be either 
estimated from separate information, or inferred 
from the member bank deposit information the 
Board has in hand, or both.

There are four major gaps: (1) the liabilities of 
foreign-oriented U. S. banking institutions, (2) the 
deposits held at nonmember banks, (3) the currency 
component of the money stock, and (4) the 
application of appropriate seasonal adjustment 
factors to the unadjusted totals. This section 
provides a summarized description of how the 
Board staff tries to fill these four gaps.11

Let us first look at the liabilities of four types of 
foreign-oriented financial institutions: Edge Act 
Corporations, U. S. branches of foreign banks, U. S. 
agencies of foreign banks, and the foreign-owned 
investment corporations peculiar to New York 
State.12 Their money stock liabilities are estimated 
from special end-of-month reports, and from Call 
Report information in the case of foreign branches 
outside New York.13

“ We shall not emphasize here the relationship of these com
ponents in the definition of the money stock since this was 
covered in a previous article, "The Money Stock," this 
Review, November 1973.

12There are no Sixth District institutions involved in this reporting 
process, although some of the international institutions in the 
Sixth District do report to the Federal Reserve Bank of Atlanta 
for other purposes. For an overview of these international 
institutions and their activities in the District, see "The Spread 
of International Banking: A Regional View," by John E. Leimone, 
this Review, August 1971 (reprinted in International Finance 
and Trade: A Southeastern Perspective, February 1973), and 
"Edge Act Corporations: An Added Dimension to Southeastern 
International Banking," this Review, forthcoming.

13This information is also adjusted on the basis of daily reports 
from all New York institutions, reports which focus on the
so-called cash items bias. See "The Money Stock," this Review, 
November 1973, for a description of this problem.

The second gap is quantitatively the biggest 
hurdle between the reported deposit data and the 
eventual money stock measurement: deposits at 
nonmember banks. From the standpoint of the 
economic framework within which the money stock 
data are being used for policy purposes, it does not 
matter whether a dollar of money stock deposits is 
held at a member or nonmember bank. It all counts 
because it all spends.

In comparison with the elaborate daily flow of 
data feeding into the money stock measurements 
from the member banks, corresponding data for 
non member banks have typically been available 
from the Federal Deposit Insurance Company for 
only four days each year, and these figures only 
become available about three months after the 
FDIC call dates. In mid-June, however, the FDIC  
announced that it would begin collecting weekly 
deposit data from large nonmember banks and 
furnish this information to the Federal Reserve, 
thus taking a great step toward closing the non
member data gap.

To fill this gap, the staff of the Board of 
Governors “blows up" the data it has received 
from a selected sample of small member banks.
The application of a blow-up ratio provides 
measurements of nonmember banks' contribution 
to the money stock, which are then revised or 
"benchmarked" on the dates when call report 
information becomes available.14

As a third gap, the nation's money stock includes 
not only the public's holdings of bank deposits, 
but also of currency and coin. The currency 
component of the money stock currently accounts 
for about one-quarter of the money stock. This 
component is measured by the staff of the Board 
of Governors on the basis of the data provided by 
the member banks in their mailed weekly reports 
and from additional information supplied by the 
Treasury. The procedure is to subtract currency and 
coin holdings reported by member banks, together 
with the currency and coin holdings of nonmember 
banks, from the amount of currency and coin which 
has been issued by the Federal Reserve Banks, 
according to Treasury and Federal Reserve records. 
The public's holdings of currency thus appear as a 
residual, in the calculation of which the reports of 
member banks are essential.

The fourth adjustment made by the staff of the 
Board of Governors involves the annual recalcula
tion of seasonal adjustment factors. The seasonal

14See "Revision of the Money Stock Measures and Member Bank 
Reserves and Deposits," Federal Reserve Bulletin, February 1974. 
The technical appendix to the article describes alternative 
regression procedures for estimating the nonmember bank 
deposit component.
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adjustment procedure involves a five-year weighted 
average of past data, which is revised every year 
as a new year of data is added and an old year is 
dropped. In recent years, seasonal factors have been 
recalculated each January.15

Conclusion

We have tried to provide a bird's-eye view of how 
the Federal Reserve measures the money stock. We 
have described two reporting processes, one based 
on early telephoned reports from a sample of the

18See Federal Reserve Bulletin, February 1974, op. cit.

nation's member banks and culminating in early 
internal measurements of the money stock for use 
in the formulation of monetary policy by one day 
after the banking week being measured, and a 
second by a mail-reporting system involving each 
member bank— a procedure which produces three 
successively better measurements of the money 
stock 8, 15, and 22 days after the end of the 
banking week being measured. We have also 
described some of the editing, correction, and 
reporting procedures, as well as steps taken at the 
Board of Governors' level in Washington to fill 
particular gaps between the data reported by 
individual member banks and the eventual money 
stock measurements.*

N O W  A V A I L A B L E

Economic Impact and Adjustment to the Energy Crisis

A paper presented by Andrew F. Brimmer, Member, Board of Governors of 

the Federal Reserve System , before the eleventh meeting of Governors of 

Central Banks of the American Continent in Caracas, Venezuela, on April 30, 

1974. Governor Brimmer addresses the problem of "how  consumer nations 

can best adjust to the real and financial consequences of a dramatic and 

abrupt rise in the cost of energy, and, in the longer run, reduce our reliance 

on uncertain and environmentally harmful energy sources." Single copies 

available from the Research Department, Federal Reserve Bank of Atlanta, 

Atlanta, Georgia 30303.
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