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Week ending: December 15, 1971
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The nation's money stock averaged $227.9 billion in the
four weeks ending December 8, about the same as the level of four
months earlier (page 5). In comparison, money grew at an average
6.2 percent annual rate from the fourth quarter of 1966 to the
third quarter of 1971. The monetary base, which largely deter-
mines the money stock over a period of several months, rose at
about a 3 percent annual rate in the past four months, after
increasing at a 6 percent rate from the fourth quarter of 1966
to the third quarter of 1971 (page 2).

Interest rates have declined on a broad front over the
past four months (pages 10 and 11). Yields on four- to six—-month
commercial paper averaged 4.75 percent in the three days ending
December 15, compared with 5.83 percent in early August. The
Bond Buyer's twenty-bond index of municipal bonds was 5.23 percent
on December 9, about 85 basis points below early August. Effective
December 13, the discount rate, the interest rate charged by Federal
Reserve Banks on loans to their member banks, was lowered by several
banks to 4-1/2 percent, down 1/4 of one percentage point. This was
the second such reduction in recent weeks, bringing the rate to
the lowest level since 1967. 1In addition, the prime interest rate
has been lowered by a few banks recently from 5-1/2 percent to
5~1/4 percent. This rate is charged by commercial banks on loans
to their best business customers.

Yield curves of U.S. Government securities for August 13,
1971 and December 10, 1971 are presented on page 9. A yield curve
shows the relationship between term to maturity of interest-bearing
obligations and their market yields. Reflecting the recent declines
of market rates, the December 10 yield curve is considerably below
the curve for August 13. This downward shift has been almost parallel
for maturities of one to five years. According to the expectations
hypothesis, long-term bond yields are an average of a series of
expected short-term yields. Using this hypothesis, a parallel
downward shift of a yield curve, other things equal, implies that
the expected short-term rates over the next several years have
been lowered by the same amount as the downward shift. The lowering
of interest rate expectations has apparently been fostered by the
President's New Economic Program, recent improvements in price
indices, and a somewhat lower level of economic activity than
may have been expected earlier.
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8 CERTIFICATES OF DEPOSIT T

LARGE COMMERC|AL BANKS
WEDNESDAY F | GURES
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NEGOT |ABLE TIME CERTIFICATES OF DEPOS!T ISSUED IN DENOMINATIONS OF $100,000 OR MORE BY LARGE
WEEKLY REPORTING COMMERCIAL BANKS.

MONEY AND TIME DEPOSIT DATA
BILLIONS
CERTIFICATES | NET TIME
1971 OF DEPOSIT DEPOSITS % M2 -
ocT. 6 32.7 229.6 456.9
13 32.9 229.8 457.5
20 32.9 230.7 458.2
21 32.7 231.2 459.6
NOV. 3 32:1 231.5 459. 4
10 31.8 232.2 459. 4
17 32.1 233.1 460.6
24 32.8 234.0 461.7
DEC. | 32.6 234.4 462. 1
8 53:2 234.7 463.2
22
‘ 29

¥ SEE FOOTNOTE PAGE 6.
| 0% SEE FOOTNOTE PAGE 7.
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YIELDS ON U. S. GOVERNMENT SECURITIES
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RCE. it 7.46 4.65 S5.91 5.52 S.24

8 7.44 4.51 S5.84 S.47 8.7

15 7.42 4.45 5.68 S.44 4.99

22 7.37 4.47 S5.62 S.47 4.97
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19 7.27 4,15 S.47 S5.46 S5.25
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DEC. 3 T.e8B 4.28 S5.52 5.58 S5.44
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PAPER FEDERAL BANKERS ' 90 DAY
1971 4-6 MONTH UND ACCEPTANCES CD'S wx
ocT. | 5.75 5.35 5.40 5.62
8 5.75 5.25 5.23 5.53
15 5.63 5.35 5.03 5.44
22 5.45 4.98 4.98 5.29
29 5.25 i 5.25 4.88 5.18
NOV. 5 5.03 5.13 4,78 4.99
12 4.88 4.83 4.75 4.91
19 4,93 4.85 4.75 4.88
26 4.88 5.00 4.82 4.89
DEC. 3 4.88 4,33 4,75 4.89
10 4.88 4,63 4.58 4.84
17 % 4.75 4.08 4.50 4.75
5
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