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The continued rapid growth of the monetary base,
in the face of slcower growth of Federal Reserve credit
since mid-November, is attributable largely to an increase
in the Federal Reserve System's holdings of foreign
(due to swap arrangements).
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The money stock, consisting of private demand
deposits and currency in the hands of the public, averaged
$193.0 billion in the four weeks ending February 5, up at
a 5 per cent rate from three months ago (page 3).

Growth of money has been restrzined in recent weeks by a -
shift in deposits from private accounts (included in money)
to Treasury accounts (not included in money). The money
stock has increased 6 per cent in the past year compared
with a 2.6 per cent trend rate from 1957 torltey

Time deposits at commercial banks have declined
$3.5 billion since the week ending December 25 in re-
spense to high market interest rates relative to rates
banks are permitted to pay on time deposits. Both the
money stock plus time deposits and bank credift (total loans

and investments) of have also

. 1969 - :
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declined since late December as a result of 'the disinter-
mediation of time deposits. Money plus time deposits
averaged $394.9 billion in the past four weeks, compared
with $397.1 billion in the four weeks ending December 25,
Credit of large commercial banks which generally has a
trend similar to monev plus time deposits, has risen at

a 7.8 per cent rate in the past three months (page 12),
compared with a 14 per cent rate in the previous six
months,

Borrowing £rom the Federal Reserve has averaged
million in the past four weeks, up from an average
million in the four weeks ending December 18.

10). This increase in borrowing probably re-

s disintermediation, the large demand for bank loans,
and high market interest rates. Borrowed reserves are a
source of funds to member banks, alternative to acquiring
funds from additional deposits, the Federal Funds market,
or selling short term assets. As market rates of interest
on alternative sources of funds rise relative to the rate
at which banks can borrow from the Federal Reserve (the
discount rate), borrowing from the Federal Reserve becomes
a relatively cheap source of funds to banks. During the
three days ending February 12 the three-month Treasury
biil rate averaged 6.11 per cent (page 8), and since late
December it has averaged 65 basis points above the dis-
count rate. The Federal Funds rate averaged 6.75 per

cent in the first half of this week (page 9), and has
averaged 85 basis points above the discount rate since
late December.

cr o

lRates of change reported in this release are
;intended to serve &S summaries which may be
juseful in analyzing recent developments.
1
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