Following increases in market interest rates
(pages 8 and 9) during the past few months, the majority
of commercial banks raised their interest rates on loans
to prime business customers from 6% per cent to 6% per
cent early this week, reversing the action taken in
September. Yields on three-month Treasury bills averaged
5.66 per cent during the three days ending December 4,
up from a low of 4.96 per cent in early August, but still
below the high of 5.82 per cent in May. Rates on long-
term Government bonds have climbed from about 5 per cent

in early August to 5.57 per cent this week, a rate slight-

ly above the 5.52 per cent high in May. Yields on three
to five year Government securities averaged 5.75 per
cent during the three days ending December 4, compared
with 4.28 per cent in early August and a high of 6.09
per cent in May. Highest grade corporate bond yields
have risen above the high level of late May, averaging
6.31 per cent during the three days ending December 4.
This is the highest yield on these corporate securities
since 1920.

Increases in market interest rates relative to
Regulation Q ceilings may hinder banks' ability to com—
pete for time deposits in coming months. However, data
presently available do not indicate that the growth rate
of time deposits (page 7) has slowed at the present time.
Time deposits at commercial banks averaged $201.7 billion
during the four weeks ending November 27, up at a 17 per
cent annual rate from three months ago. Time deposits
grew at a slower 7 per cent rate during the first half
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of the year, probably reflecting the effect of high mar-
ket interest rates on banks' ability to compete for time
deposits.

The accelerated growth rates of time deposits,
total deposits, and bank credit since mid-year have
not been accompanied by accelerated growth of the mone-
tary base (page 2). During the past three months the
base has increased at a 6.4 per cent rate,compared with
the 6 per cent annual rate of increase during the first
half of the year, and a trend rate of 3.3 per cent per
year from 1957 to 1967.

The growth rate of the money stock (page 3),
which is largely determined by the trend growth of the
base,has been slower since mid-year. The slower growth
of money may be partly attributed to the unusually rapid
growth of time deposits since June, which has reduced
the amount of demand deposits or money which the mone-
tary base can support. The 3.8 per cent annual rate of
growth of money during the past three months is far less
than the 8 per cent rate during the first half of the
year, but significantly higher than the 1957 to 1967
trend rate of 2.6 per cent. Since September the growth
rate of the money stock has accelerated. If the monetary
base continues to rise at its recent rate and time de-
posits begin to grow at a reduced rate, the probabilities
are great that money growth will increase rapidly in
coming 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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For trend of time deposits. by months see this bank's
monthly release entitled "Monetary Trends'.
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YIELDS ON SELECTED SECURITIES
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BORROWINGS AND EXCESS RESERVES
All Member Banks in the Nation
Averages of Daily Figures
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