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VELOCITY OF MONEY (Page 4)

The income velocity of money (gross national product
at current prices divided by the money stock) was 4.53 in the
first quarter of 1968, up from 4.46 in the fourth quarter of
1967 and 4.43 in the third quarter. Earlier last year veloci-
ty drifted lower from the 4.48 peak at the end of 1966. This
pattern is typical of periods of rapid monetary expansion.
When there is a rapid rise in money, the rate of spending
initially changes little and velocity declines. However, if
’ rapid rise in money continues for a prolonged period,
attual cash balances tend to rise faster than desired balances
and velocity accelerates. With money continuing the increase
at an advanced pace and with velocity accelerating, total
spending went up at a 10.3 per cent annual rate from the fourth
quarter last year to the first quarter of this year, compared
with an 8.4 per cent rate in the previous quarter, and a
5.1 per cent rate earlier last year.

MONEY STOCK (Page 5)

The nation's money stock, demand deposits and cur-
rency, averaged $184.9 billion in the four weeks ending
May 8, up at an annual rate of 5 per cent since late October.
During the first ten months of 1967 money went up at a
7 per cent rate. By comparison, the trend growth of money
“m 1957 to 1967 was 2.6 per cent per year.

MEMBER BANK RESERVES (Page 3)

The growth in member bank reserves has slowed much
more than the growth in money during the last six months.
Total reserves of member banks averaged $25.6 billion in
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MEMBER BANK RESERVES (Continued)

the last four weeks, up at an annual rate of 2.6 per cent
since early November, after adjustments for reserve req-
uirement changes. In the first eleven months of last
year reserves rose at an 11 per cent rate. The current
2.6 per cent rate compares with a 3.3 per cent trend

rate during the 1957-1967 period.

The more pronounced slowing in the rate of
increase in bank reserves than in the money stock is
explained in large part by a marked slowing in the growth
of time deposits. Time deposits at all commercial banks
have gone up at a 6 per cent rate since late October
after rising at a 17 per cent rate earlier last year and
at a 12 per cent trend rate in the 1957-1967 period. The
recent slowing in time deposits probably reflects the
general rise in market interest rates, making the yield
on time deposits, which is restricted by Regulation Q,
less competitive.

BUSINESS LOANS (Page 9)

Since late last year there has been a pronounced
increase in the demand for loans at commercial banks by
business firms. Outstanding loans to business firms at
large commercial banks have risen at a 12 per cent annual
rate since late October. By comparison these advances
went up at a 4.5 per cent rate in the previous six months.

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