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The nation's money stock has expanded at about a 7
percent annual rate in the past six months, the past nine
months, and the past year. These rates are above the trend
growth rate of 5.9 percent from late 1966 to late 1971.

The monetary base, a primary determinant of the
trend growth of the money stock, has increased at a 6.3 per-
cent rate in the past six months, and at a somewhat more
rapid rate of 7.4 percent in the past three months. Since a
vear apgo. the base has risen at a 7.9 percent rate, compared

! growth rate of 5.8 percent from late 1966 to late

~ Short-term market interest rates are substantially
above their levels of early this year, but are still below
their levels of mid-1971. Yields on three-month Treasury
bills averaged 4.97 percent in the first half of this week, up
from 3.20 percent last February, but below the 5.40 percent of
July 1971. Prime four- to six-month commercial paper rates
averaged 5.38 percent in the first part of this week, compared
with a 3.93 percent last February and 5.75 percent in July 1971.

Long-term interest rates have generally declined
since April, after increasing somewhat in the previous three
months. On balance, long-term rates are slightly below their
lows of last January. Seasoned Aaa corporate bond rates
averaged 7.05 percent early this week, down from 7.30 percent
last April and 7.19 percent last January. The Bond Buyer's
average index of 20 municipal bonds was 4.99 percent on
November 30, compared with 5.43 percent in April and 5.12 per-
cent in January.

The diverse movement of long- and short-term interest
rates over most of 1972 has resulted in a significant narrowing
of the gap between these rates. Currently, the Aaa corporate
bond rate is about 2 percentage points above the three-month
Treasury bill rate, compared with 4 percentage points last
February. Normally, short-term rates rise relative to long~
term rates during periods of pronounced economic expansion, and
fall relative to long-term rates during periods of recession
(see page 9).
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