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Week ending: May 26, 1976

Growth of the money stock depends on both the growth of

SFRARY the monetary base and the influences of other factors such as
. 1978 portfolio decisions by the public and the banks. The influences

of these other factors are summarized in movements of the
multiplier (page 3). Over extended periods the growth of the
monetary base tends to be the predominant factor in the
determination of the growth of the money stock, and growth rates
of the base and the money stock tend to be similar. Over shorter
periods, however, wider divergence in the growth rates of base and
money cam OCcur. A breakdown of the period since last August
illustrates how short-term fluctuations in the multiplier can
produce wider than usual differences in the growth rates of the
money stock and monetary base.

The money multiplier indicates how many dollars of the
money stock are supported by each dollar of the base. From an
average of 2.494 over the four weeks ended August 20, 1975, the
multiplier declined to an average of 2.437 over the four weeks
ended March 17, 1976. This meant that each dollar of the base was
supporting fewer dollars of the money stock at the end of this
period than at the beginning. Consequently, the growth rate of the
money stock fell below that of the monetary base.

Over the period of the multiplier's decline the
changing rate of expansion of the monetary base produced different
effects on the growth of the money stock. From early August to
early January, the monetary base increased at a relatively slow
5.3 percent annual rate. The combination of the declining
multiplier and the slow growth of the base resulted in a very
sluggish 2.3 percent growth rate of the money stock. In contrast,
over the period from early January to early March the growth of
the monetary base accelerated to a 12.6 percent annual rate
leading to a pickup in the growth of the money stock to a 4.7
percent rate, even as the multiplier continued to decline.

From an average of 2.437 over the four weeks ended
March 17, 1976, the money multiplier has moved upward to an
average of 2,455 over the most recent four week period. Although
the growth of base has slowed somewhat, it has increased at a 7.1
percent rate since early March. The combined effects of the
increase in the multiplier and the continued relatively rapid
growth of the monetary base have caused the growth of the money
stock to increase at an 11.6 percent annual rate over the most
recent two months.
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MONETARY BASE
AVERAGES OF DAILY FIGURES
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LATEST DATA PLOTTED WEEK ENDING: MAY 268, 1976
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MONEY STOCK PLUS NET TIME DEPOSITS
AVERAGES OF DAILY FIGURES
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CERTIF ICATES OF DEPOSIT

LARGE COMMERCIAL BANKS
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LATEST DATA PLOTTED WEEK ENDING: MAY 19, 1876
CURRENT DATA APPEAR IN THE BOARD OF GOVERNORS' H.9 RELEASE.

1/ INCLUDES MEMBER BANK DEPQS!TS, BANK-RELATED COMMERCIAL PAPER, EURODOLLAR BORROWINGS OF
U.S. BANKS, AND CERTAIN OTHER NONDEPOSIT SOURCES,
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