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The money stock has risen at a 5,7 per cent annual 
rate since the four weeks ending March 25, a period of six 
months. From the first quarter to the three months ending 
September 23 the rate of increase was about 5 per cent. By 
comparison, this magnitude changed little on balance over 
the eight months ending with February. From 1957 to 1965 
money grew at a 2.2 per cent trend rate, but a somewhat 
faster rate may now be appropriate. Even though monetary 
expansion is at a rate which may stimulate a faster rise in 

:al spending than before 1965, downward pressure may be 
placed on the current rapid trend of prices. Velocity of 
money, which has risen at an average 3.2 per cent per year 
rate since 1957, may not rise so rapidly now that liquidity 
has been substantially reduced, and because the upward 
trejfid of interest rates may not continue.

Federal Reserve credit has increased at an 8.7 
per cent annual rate over the past six months and member 
bank reserves at a 10.8 per cent rate. These rates are 
substantially higher than in the previous eight months, but 
a substantial portion of the increase has been absorbed by 
the reintermediation of time deposits.

Effective October 1, reserve requirements were 
reduced from 6 per cent to 5 per cent on that part of a 
' 'mber bank's total time deposits in excess of $5 million,

_d a 5 per cent reserve requirement was placed on funds 
obtained by member banks through the issuance of commercial 
paper by their affiliates. Anticipation of this latter 
change, together with lower short-term interest rates and 
relaxation of Regulation Q, has induced a substantial

S

/

1970

run-off of bank-related commercial paper. The two actions 
together are expected to reduce required reserves about 
$350 million for all member banks.

Short-term interest rates have fallen substan
tially from their January levels, while longer-term rates 
have declined more moderately or not at all, resulting 
in a considerable spread between long- and short-term 
rates. Yields on 4- to 6-month commercial paper averaged 
7.13 per cent for the three days ending September 30, 
down from 9 per cent in early January. The three-month 
Treasury bill rate has averaged under 6 per cent for the 
p'ast two weeks, down from about 8 per cent in January.

Yields on highest-grade seasoned corporate 
bonds averaged 8.05 per cent for the three days ending 
September 30, not much changed from the January average 
of 7.91 per cent. Rates on state and local government 
securities were 5.95 per cent on September 24, down from 
6.50 per cent in early January. Yields on 3- to 5-year 
Government securities averaged 7,06 per cent in the first 
three days of this week, compared with 8.25 per cent in 
early January.

As a result of declining market interest rates, 
the current 6 per cent discount rate (the interest rate 
charged by Federal Reserve banks for reserves borrowed by 
member banks) is more nearly in touch with market interest 
rates than in either the second half of 1969 or the first 
half of 1970.
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MONETARY BASE LL 
FEDERAL RESERVE CREDIT [2 
Averages of Daily Figures Billions of

Annual rates of change, average of 
four weeks ending September 30, 1970 from 
four weeks ending:

Seasonally adjusted by this bank

Monetary F.R.

July 29, 1970 
July 1, 1970 
May 27, 1970 
Apr. 29, 1970 
Apr. 1, 1970 
Mar. 4, 1970 Monetary Base

1957-1969

Uses of the monetary base are member bank 
reserves and currency held by the public 

and nonmember banks, adjusted for reserve 
requirement changes and shifts in deposits.
For a description of the base see the August 
1968 Review of this bank.

Federal Reserve Credit
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RESERVES
Ail Member Banks in the Nation 

Averages of Daily Figures
Seasonally Adjusted

Annual rates of change, average of four weeks 
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DEMAND DEPOSIT COMPONENT OF MONEY STOCK
Averages of Daily Figures

of Dollars Seasonally Adjusted
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Annual rates of change, average of four weeks ending: 
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Billions of

to average 
of four 
weeks ending:
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■h 0 -3

- 1.2 + 5.3
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MONEY STOCK

Averages of Daily Figures
Billions of Dollars Billions of DollarsSeasonally Adjusted

Annual rates of change, average of four weeks ending: 

1/21/70 2/25/70 3/25/70 4/22/70 5/20/70 6/24/70 7/22/70

to average
of four
weeks ending:
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TIME DEPOSITS £
All Commercial Banks

Averages of Daily Figures Billions of

Seasonally Adjusted
Annual rates of change, average of four weeks 
ending Sept. 23, 1970 from four weeks ending:

July 22, 1970 
June 24, 1970 
May 20, 1970 
Apr. 22, 1970 
Mar. 25, 1970 V-

-hi 1.31957-1969
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7MONEY STOCK PLUS TIME DEPOSITS
Averages of Daily Figures

of Dollars Billions ofSeasonally Adjusted
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CERTIFICATES OF DEPOSIT Q_ 
Large Commercial Banks 

Wednesday Figures
Billions of DollarsBillions ?f Dollars

Millions $f Dollars
i77C~~ ~
flua 5 IB,478 

,6342

Current find year ago data appear in the

1/ Negotiable time certificates of deposit 
in denominations of $100,000 or more.

Latest data plotted week ending: gept. 23, 1970
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MEMBER BANK DEPOSITS SUBJECT TO RESERVE REQUIREMENTS
(CREDIT PROXY)

Averages of Daily Figures
Billions of

Seasonally AdjustedMill 
average of

I i I M I I I I l I 
Annual rates of change
four weeks ending Sept. 23, 1970 from 

four weeks ending:

Credit 
Proxy 

Adjusted
Credit

4T5o7fJuly 22, 
June 24, 
May 20, 
Apr. 22 
Mar. 25 
Feb. 25,

CREDIT
PROXY
ADJUSTED

IS.o

CREDIT
PROXY

CREDIT
/9 '70 PROXY

3o /. v

3 on-130 8.3

CREDIT
PROXY

3/?.y
3*0.3 
33/3 
3*7.2 
333. o
3*73 
3*4-1 
323,Y

Current data appear in the Board's H.9 release.,
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■1/ Total member bank deposits plus nondeposit items — 
— is sometimes referred to as the "adjusted credit 

■ proxy." Member bank deposit figures are seasonally 
‘ adjusted, but nondeposit items are included in the 
" series on a seasonally unadjusted basis due to the 
" short period for which most items are available.

Nondeposit items included in the series are as fol- _ 
_ lows: gross liabilities of banks to own foreign 
.branches and to branches in U.S. territories and pos- 
.'sessions; Euro-dollars borrowed directly from for
- eign banks or through brokers and dealers; com

— mercial paper issued by bank holding companies or 
other bank affiliates; and loans or participations 
in pools of loans sold under repurchase agreement 
to other than banks and other than banks' own 
affiliates or subsidiaries.
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YIELDS ON SELECTED SECURITIES 
srcges of Daisy 'Rates Ended Friday 'er Cent
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SELECTED SHORT-TERM INTEREST RATES 
Averages of Daily Rates Ended Friday

Per CentPer- Gent
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'Latest data plotted are averages«of rates available for the week ending:!0ct. 2, 1970
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BORROWINGS AND EXCESS RESERVES 
All M©mb®r Bonks In the Nation 

Averages orDaily Figures

12

Millions of Dollars 
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