MONEY STOCK AND TIME DEPOSITS (Pages 5, 7 and 12)

Both the money stock and time deposits in com-
mercial banks have recently grown at rates substantially
above their trends. Over the last nine months the money
stock, private demand deposits and currency in the hands
of the public, has risen at an annual rate of T per cent,
double the 3.2 per cent rate from 1960 to 1966. Time
deposits at all commercial banks increased at a 17 per cent
annual rate, up from the already high 14 per cent rate from

198 to 1966.

VELOCITY OF MONEY (Page L4)

The income velocity of money, the ratio of GNP
to the money stock, has declined from 4.48 in the fourth
quarter of 1966 to L.4t4 in the second quarter of 1967. Avail-
gble data indicate a further small decline in the third quarter
this year. From 1947 to 1966 this ratio rose at an average
annual rate of 4 per cent. The recent decline is similar
to those registered from late 1957 to early 1958 and from
mid-1960 to early 1961. Late in both of these earlier
periods there were marked and sustained increases in money,
but after a brief lag spending rose at an even faster rate
than money, and income velocity began rising.

BQREST RATES (Pages 10, 11 and 14)

Reflecting the effects of both Treasury financing
and large current and anticipated corporate borrowing, most
interest rates have risen in recent months. Short-term yields
moved up sharply in June and July from their 1967 lows and
since then have held steady or increased slightly. These
short-term rates, which are most directly affected by bank
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credit expansion, are still substantially lower than they
were a year ago. Yields on three-month Treasury bills

averaged 4.41 per cent in the four weeks ending September
22, down from 5.29 per cent in a similar period last year.

On the other hand, interest rates on most
long-term obligations, which are thought to be heavily
influenced by market expectations of future rates, are
now above year-ago levels. Rates on highest grade corpo-
rate bonds averaged 5.66 per cent in the four weeks ending
September 22, compared with the high 5.49 per cent of a

year ago.

CERTIFICATES OF DEPOSIT (Pages 6 and 13)

A particularly volatile component of time deposits
is the large negotiable certificates of deposit. During
the first quarter when short-term interest rates were
falling, these CD's rose rapidly from their depressed levels
of late 1966. During the second quarter the volume of CD's
held steady as banks did not actively seek additional funds.
Over the last three months CD's at major banks have increased
at a rapid 30 per cent annual rate despite a rise in short-
term market rates. Banks were able to attract these funds
by offering higher interest rates, but now some banks are
offering the 5-1/2 per cent maximum rate permitted on CD's
of six months and longer.

Rates of change reported in this release are
intended to serve as summaries which may be
useful in analyzing recent developments.

Prepared by Federal Reserve Bank of St. Louis
Released: September 22,1967
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SELECTED SHORT-TERM INTEREST RATES
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