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The money stock has increased at a 5.4 per cent 
annual rate from December 1969 to the four weeks ending 
December 9, 1970 (page 5). By comparison, money grew at 
a 3 per cent rate in the previous twelve months.

The outstanding volume of certificates of depos­
it (in denominations of $100,000 or more) grew very rapidly 
in 1970, following a period of sharp contraction in 1969 
'"-'age 8). These deposits have more than doubled this year, 

jm $10.6 billion in January to $24.5 billion in November, 
after falling $11 billion during 1969. The movements in 
both 1969 and 1970 were due to the changing relationships 
between Regulation Q ceiling rates and short-term market 
interest rates. In 1969, the general level of short-term 
interest rates was well above the rates banks were permitted 
to pay on large negotiable CD's. However, on balance in 
1970 short-term interest rates have fallen relative to the 
ceiling rates. Furthermore, the ceiling race allowed on 
large CD's of 30-89 day maturity was suspended in late June 
this year, and the maximum rates on other CD's are now well 
above the rates banks are currently paying in order to 
attract such deposits. .

The total volume of commercial paper outstanding 
declined to an average of $33.4 billion in November, down 

,6 billion from June (page 8). Bank-related paper, short- 
^rm unsecured promissory notes issued by a bank holding 
company or nonbank subsidiary, has declined sharply from 
$7.5 billion in August to $3.4 billion in November.1/

This reflects the 5 per cent reserve requirement placed 
in October on commercial paper sold by affiliates of 
banks, and a greater availability of funds from alterna­
tive sources at competitive rates.

' The Federal Reserve Board is raising reserve • 
requirements from 10 per cent to 20 per cent on Euro­
dollar borrowings that exceed the reserve-free base.2/
This change becomes effective in the four-week reserve 
computation period ending December 23, and is intended 
to discourage banks from reducing their Eurodollar 
borrowings below present levels. Under the regulations, 
each bank's base would be permanently lowered when bor­
rowings fall below the reserve-free base, and subsequent 
increases in Eurodollar borrowings would be subject to 
the new reserve requirement. Prior to this change, U. S. 
banks had reduced their Eurodollar borrowings from $14.7 
billion in November 1969 to $8.9 billion in November 1970. 
This was due partly to the cheaper and more readily avail­
able CD's.

1/ Bank-related paper is not seasonally adjusted.

2/ The reserve-free base has been redefined to be, 
generally, 3 per cent of a bank’s total deposits, cr 
the level of Eurodollar borrowings in the four-week 
period ending November 25, 1970, whichever is the 
highest.
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MONETARY BASE []_ 2
FEDERAL RESERVE CREDIT [2 -

Billions of DollarsBillions of Dollars Averages of Daily Figures
Seasonally adjusted by this bankAnnual races of change, average of 
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RESERVES ,
All Member Banks in the Nation

Billions of Dollars Averages of Daily Figures Billions of Dollars

a son oily Adjusted
Annual rates of change average of four weeks 
ending December 16, 1970 from four weeks ending:

Sept. 16, 1970
Aug. 19, 1970
JJuly 15, 1970
June 17, 1970

26.5

* Breaks in series due to changes in - 
Regulations M and D effective October 
16, 1969 and Regulation D effective 
October 1, 1970.

Current data appear in the Board’s 
K.9 release.
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SELECTED SHORT-TERM INTEREST RATES 
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