LDEE?FEé?ﬁ%?ﬁSince borrowing in the Federal funds market and

borrowing from Federal Reserve Banks are alternative sources of
reserves for member banks, changes in the spread between the
Federal funds rate and the discount rate have been an important
factor influencing member bank borrowings from Federal Reserve
Banks whenever the Federal funds rate has exceeded the discount
rate. Generally, the greater the spread, the higher the level of
member bank borrowings.

The influence of this spread on weekly member bank
borrowings can be demonstrated by examining the response of
member bank borrowings to changes in the spread following
discount rate increases. There have been eight discount rate
increases since May 1977, during which time the Federal funds
rate has been both above the discount rate and generally
increasing. The table below shows the spread between the Federal
funds rate (FFR) and the discount rate (DR) for the weeks before
and after each discount rate increase, along with the weekly
averages of member bank borrowings (MBB) for those weeks. When
the spread has narrowed after a discount rate increase, the
average level of member bank borrowings has generally declined.
When the Federal funds rate has increased by more than the rise
in the discount rate, so that the spread has widened, the average
level of member bank borrowings has increased.

MEMBER BANK BORROWINGS (MBB) AND THE SPREAD
BETWEEN THE FEDERAL FUNDS RATE AND THE DISCOUNT RATE (FFR-DR)

Discount Rate Week Before Week After

Change Effective

Week Ending Wednesday FFR-DR MBB* FFR-DR MBB*
8/31/77 T4 % $ 1,665 W22\ $ 636
10/26/77 R i 1,861 .50 15 3153
1/11/78 .69 506 28 418
5/10/78 .27 1,664 .34 866
7/5/78 .78 1,716 .47 903
8/23/78 .62 963 v53 1,020
9/27/78 A 923 .85 1,285
10/18/78 o 1 1,239 .74 1,314

* In millions of dollars.
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MONETARY BASE

AVERAGES OF DAILY FIGURES

BILLIONS OF DOLLARS SEASONALLY ADJUSTED BY THIS BANK BILLIONS OF DOLLARS
144 144
| ] [ ¥
1978 BILLIONS
142 |— 139.4 142
Bt 0 -
ocT. 4 -
140 — }; }ﬁjg el 140
[ 25  141.0 2]
71
138 f\/\ - 138
136 % 36
-/ 1
134
—\/ 7 134
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132 - 132
130 // 130
B N/ -

128 7’_/ - 128
126 126
124 124
E 3
ogllllHHlllHIIlIIIIIllllll L1l IlllIlllllllllIlIeo
721 519 2 18 30 14 28 11 25 8 22 822 519 3 17T 31 14281226 923 620 418 115 29
SEP OCT NOV DEC JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV

1977 1978
LATEST DATA PLOTTED WEEK ENDING: OCTOBER 25, 1978

THE MONETARY BASE CONSISTS OF MEMBER BANK RESERVES AT THE FEDERAL RESERVE BANKS AND CURRENCY
IN CIRCULATION ( CURRENCY HELD BY THE PUBLIC AND IN THE VAULTS OF COMMERCIAL BANKS), ADJUSTED
FOR RESERVE REQUIREMENT RATIO CHANGES AND SHIFTS IN THE SAME TYPE OF DEPOSITS BETWEEN BANKS
IFFERENT RESERVE REQUIREMENT RATI0S APPLY. THE MAJOR SOURCES OF THE MONETARY BASE ARE
EDERAL CREDIT AND THE GOLD STOCK. DATA AILED
SCRIPTION OF THE MONETARY BASE |5 AVAILABLE FROM THE FEDERAL RESERVE BANK OF ST. LOUIS.

MONETARY BASE

COMPOUNDED ANNUAL RATES OF CHANGE, AVERAGE OF FOUR WEEKS ENDING:
10/268/7T  1/25/7T8 5/22/T8 4/28/7T8 5/24/7T8 ©/28/78 T/28/T8 8/23/78

TO THE AVERAGE
OF FOUR WEEKS
ENDI

G:

3/22/78
4/26/78
5/24/78
8/28/78
7/28/78
8/23/78
9/27/78
10/25/78

®LONWOODO©
OOQOQT]G
M—wwNe O
cumOoww®

LROoOOD

~~a

3
10.0 13.7
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MULTIPLIER v

ADJUSTED FEDERAL RESERVE CREDIT 2 |
AVERAGES OF DAILY FIGURES

SEASONALLY ADJUSTED

RATI0 RATI0
2.8 2.9
2.8 2.8
2t 2.7

MULTIPLIER
2.6 G~ iy, o gy V/'\_g'\ 2.6
i 1" \/’\/»—’W (~
2.5 2.5
2.4 2.4
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LATEST DATA PLOTTED WEEK ENDING: OCTOBER 18, 1978
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1977 1978
LATEST DATA PLOTTED WEEK ENDING: OCTOBER 25, 1978

1/ RATIO OF MONEY STOCK (M1) / MONETARY BASE.

2/ FEDERAL RESERVE CREDIT CONSISTS OF FEIE)ERAL RESER\IIE HOLD INGS OF SECURITIES, LOANS, FLOAT

SSETS. ADJUSTED FEDERA!

Al
gEPOS ITS AT FEDERAL RE:
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CRED
BANKS FROM THIS SERIES, AND ADJUST IM; THE_SERIES FOR RE-
THE SAME TYPE OF DEPOSITS BETWEEN BANKS

SERVE
RVE REQUIREMENT RATIO CHANGES AND SHIFTS IN
WHERE D |FFERENT RESERVE REQUIREMENT RATIOS APPLY. DATA ARE COMPUTED BY THIS BANK.
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MONEY STOCK PLUS NET TIME DEPOSITS (M2)
AVERAGES OF DAILY FIGURE

BILLIONS OF DOLLARS SEASONALLY ADJUSTED BILLIONS OF DOLLARS
e I — 875
870 E /.. =

oF =
o o B 5| =
860 =-0oCcT, ‘4  864.5 = 860
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8ss £ 18 869.1 ks = 855
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845 E v/ = 845
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820 E = 820
815 £ //_ 3 815
810 E (_,’ 5 810
805 £ // = 8os
800 E—1/ S 800
795 B = 705
700 E 5 790
oty b b b by b b b b i b

7 21 519 216 30 14 28 11 25 8 22 B8 22 519 317 51 14 28 12 26 9 25 620 4 18 1 15 20

SEP OCT NOV DEC JAN FEB MAR APR MAY JUN JuL AUG SEP . OCT NOV
1977 1978

LATEST DATA PLOTTED WEEK ENDING: OCTOBER 18, 1978
CURRENT DATA APPEAR IN THE BOARD OF GOVERNORS' H.6 RELEASE.

MONEY STOCK PLUS NET TIME DEPOSITS (M2)

COMPOUNDED ANNUAL RATES OF CHANGE, AVERAGE OF FOUR WEEKS ENDING:
10/19/77 1/18/78 3/15/78 4/19/78 5/17/78 6/21/78 T7/19/78 8/16/78

TO THE AVERAGE
OF FOUR WEEKS
END ING:

3/15/78
4/19/78
5/17/78
6/21/78
7/19/78
8/16/78
9/20/78
10/18/78
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MONEY STOCK (M1 )
AVERAGES OF DAILY FIGURES

BILLIONS OF DOLLARS SEASONALLY ADJUSTED BILLIONS OF DOLLARS
S e A l 370
— 1978  BILLIONS -
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SEP OCT NOV DEC JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV

1977 1978
LATEST DATA PLOTTED WEEK ENDING: OCTOBER 18, 1978
CURRENT DATA APPEAR IN THE BOARD OF GOVERNORS' H.6 RELEASE.
mmswmtsrsormmlrsnusctmvmeommmnemmlc.

MONEY STOCK (M1 )

COMPOUNDED ANNUAL RATES OF CHANGE, AVERAGE OF FOUR WEEKS ENDING:
10/19/7T7  1/18/T8 3/15/T8 4/19/T8 S/\T/T8 6/21/7T8 T/19/T8 8/16/78

TO THE AVERAGE
OF FOUR WEEKS
ENDING:

3/15/78 5.0

4/19/78 6.4 6.2

5/17/78 8.2 9.4 15.

6/21/78 8.0 8.8 12.6 12.6

7/19/78 7.5 7.9 10.4 9.6 5.2

8/16/78 7.6 8.0 10.0 9.3 6.2 5.7

8/20/78 7.9 8.4 10.2 9.7 7.5 7.7 9.9

10/18/78 8.2 8.7 10.4 10.0 8.2 8.6 10.3 1.2
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8.5

8.0

YI1ELDS ON SELECTED SECURITIES

AVERAGES OF DAILY RATES ENDED FRIDAY

=
= h I =}
[ i
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b i L — J 7/ o i
- PRINE aa | [ -
- ,_-.—-\_/ N RATE N /] i e 8
s | = o
- ’J—J / - 7.5
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- / - { < —- 7.0
- f\m —
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= MUNI G 1PAL s =
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Bt ¥
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1077 1078

LATEST DATA PLOTTED ARE AVERAGES OF RATES AVAILABLE FOR THE WEEK ENDING: OCTOBER 27, 1978

PR |ME
COMMERC | AL PRIME.
90 DAY BANKERS' CORPORATE MUNICIPAL
1978 CD'S sewx 4-6 MONTH ACCEPTANCES Aaa BONDS BONDS ek
SEP, " 1 8.19 8.03 8.19 8.67 6.16
8 8.35 8.24 8.31 8.67 6.13
15 8.44 8.43 8.44 8.63 6.02
22 8.63 8.51 8.62 8.70 6.12
29 8.83 8.60 8.82 B.77 6.09
OCT. 6 8.95 8.75 8.89 8.81 6.07
13 9.15 8.97 9.06 8.85 6.10
20 9.26 9.07 9.33 8.88 6.14
27 = 9.64 9.17 9.49 8.91 N.A.
NOV. 3
10
17
24

¥ AVERAGES OF RATES AVA | LABL
¥k BOND BUYER'S AVERAGE IWEX OF 20 MUNICIPAL BONDS, THURSDAY DATA.
¥k SEVEN-DAY AVERAGES OF SECONDARY MARKET RATES FOR THE WEEK END ING WEDIESDAY TWO DAYS
EARL IER THAN DATES SHOWN. CURRENT DATA APPEAR IN THE BOARD OF GOVERNORS' H.® RELEASE
N.A. - NOT AVAILABLE
PREPARED BY FEDERAL RESERVE.BANK OF ST. LOUIS
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SELECTED INTEREST RATES

deneiy AVERAGES OF DAILY RATES ENDED FRIDAY
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2 16 30 14 28 11 25 9 25 6 20 3 17 5 17 31 14 28 12 26 9 25 721 418 115 29 13 27 10 24
SEP OCT NOV DEC JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV
1977 1978
LATEST DATA PLOTTED ARE AVERAGES OF RATES AVAILABLE FOR THE WEEK ENDING: OCTOBER 27, 1978
3-MONTH 6-MONTH 1-YEAR 3-5 YEAR LONG-
FEDERAL TREASURY TREASURY TREASURY TREASURY TREASURY,
1978 FUNDS sk BILL BILL nowk BILL SECURITIES | SECURITIES
SEP. 1 8.28 7.50 7.55 7.86 8.36 8.34
8 8.30 7.60 7.74 7.86 8.33 8.31
15 8.33 1Tt 7.79 7.95 8.32 8.28
22 8.36 8.02 7.98 8.08 8.40 8.40
29 8.62 7.96 8.28 8.16 8.48 8.51
ocT. 6 8.85 8.14 8.38 8.23 8.48 8.55
13 8.71 7.98 8.42 8.28 8.47 8.53
20 B8.78 7.89 8.56 8.46 8.56 8.59
27 % 9.24 7.61 8.61 8.46 8.61 8.62
NOV. 3 °
10
17
24

¥ AVERAGES OF RATES AVAILABLE.
¥0% SEVEN-DAY AVERAGES FOR WEEK ENDING WEDNESDAY TWO DAYS EARL IER THAN DATE SHOWN.
CURR?NT EA“TAPPEAR IN THE BOARD OF GOVERNORS' H.® RELEASE.
RATES ON LONG-TERM TREASURY SECURITIES ARE COMPUTED BY THE FEDERAL RESERVE BANK OF ST. LOUIS.
TREASURY BILL YIELDS ON DISCOUNT BASIS.
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NET TIME DEPOSITS

ALL COMMERCI|AL BANKS
AVERAGES OF DAILY F IGURES

BILLIONS OF DOLLARS SEASONALLY ADJUSTED BILLIONS OF DOLLARS
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LATEST DATA PLOTTED WEEK ENDING: OCTOBER 18, 1978
CURRENT DATA APPEAR IN THE BOARD OF GOVERNORS' H.6 RELEASE.
¥ NET TIME DEP&SIYS ARE DEF INED AS: SAVINGS DEPOSITS, TIME DEPOSITS

OPEN
T OTHER THAN NEGOTIABLE TIME CERTIF ICATES OF DEPOSIT ISSUED IN
000 OR MORE BY LARGE WEEKLY REPORTING COMMERCIAL BANKS.

g
83

NET TIME DEPOSITS

COMPOUNDED ANNUAL RATES OF CHANGE, AVERAGE OF FOUR WEEKS END ING:
10/18/77 1/18/18 3/15/7T8 4°13/7T8 5/17/78 6/21/78 T/19/78 8/16/78

TO THE AVERAGE
OF FOUR WEEKS
END ING:

3/15/78
4/19/78
5/17/78
6/21/78
7/19/78
8/16/78
8/20/78
10/18/78

DONNNNNN
NhONAOLN
—0—-WOoO

OmO~NOG

PREPARED BY FEDERAL RESERVE BANK OF ST. LOUIS

igitized for FRASER
ttp://fraser.stlouisfed.org

ederal Reserve Bank of St. Louis



Ry |, - el i e

DEMAND DEPOSIT COMPONENT OF MONEY STOCK
AVERAGES OF DAILY FIGURES

BILLIONS OF DOLLARS SEASONALLY ADJUSTED BILLIONS OF DOLLARS
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LATEST DATA PLOTTED WEEK ENDING: OCTOBER 18, 1978
CURRENT DATA APPEAR IN THE BOARD OF GOVERNORS' H.6 RELEASE.
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260
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DEMAND DEPOSIT COMPONENT OF MONEY STOCK

COMPOUNDED ANNUAL RATES OF CHANGE, AVERAGE OF FOUR WEEKS ENDING:

10/19/77 1/18/78 3/15/78 4/19/78 5/17/78 6/21/7T8 7/19/T8 8/16/78
TO THE AVERAGE
FOUR WEEKS

OF
ENDING:
3/15/78 3.3
4/19/78 5.3 5.5
5/17/78 7.5 9.4 18.0
6/21/78 7.3 8.6 13.5 13.1
7/19/78 6.7 7.5 10.8 9.6 4.1
8/16/78 6.9 7.6 10.3 9.3 S.4 5.1
9/20/78 T.2 8.0 10.3 9.4 6.6 6.9 9.2
10/18/78 7.3 8.3 10.4 9.7 7.5 8.0 9.9 10.6

PREPARED BY FEDERAL RESERVE BANK OF ST. !

9

Digitized for FRASER
http://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis



10

CURRENCY COMPONENT

OF MONEY STOCK
AVERAGES OF DAILY FIGURES

BILLIONS OF DOLLARS SEASONALLY ADJUSTED BILLIONS OF DOLLARS
o8 o8
ST [
= 1978 BILLIONS —
SEP. 13 95.0
9 |— 20 95.1 = 96
27 95.4
| oct. 4 958 ,./ o
1 957
18 96.0 /
94 f— Pt 94
92 \// 92
/‘/-
20 // 90
86 = 86
84 84
4 Fe
P AT ) T 8 T 6 T T S T
721 519 2 16 30 14 28 11 25 8 22 8 22 519 3 17 31 14 28 12 26 9 23 6 20 4 18 1 15 29
SEP OCT NOV DEC JAN FEB MAR APR MAY JUN JUL AUG SEP OCT  NoV
1977 1978

LATEST DATA PLOTTED WEEK ENDING: OCTOBER 18, 1978
CURRENT DATA APPEAR IN THE BOARD OF GOVERNORS' H.6 RELEASE.

CURRENCY

COMPOUNDED ANNUAL. RATES OF CHANGE, AVERAGE OF FOUR WEEKS ENDING:
10719/77 1/18/78 3/15/78 4/19/7T8 5/\7/78 6/21/78 T7/19/78 8/16/78

TO0 THE AVERAGE
OF FOUR WEEKS
END ING:

3/15/78 10.0

4/19/78 9.7 8.8

5/17/78 10.0 9.6 10.0

6/21/78 10.1 9.8 10.2 11.3

7/19/78 9.8 9.4 9.6 10.0 9.1

8/16/78 9.5 9.1 8.1 9.4 8.5 T.2

9/20/78 10.0 9.8 10.0 10.4 10.1 9.8 11.0
10/18/78 10.1 10.0 10,2 10.6 10.3 10,2 1.2 13.0
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BORROWINGS FROM FEDERAL RESERVE BANKS
ALL MEMBER BANKS IN THE NATION
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CERTIFICATES OF DEPOSIT

LARGE COMMERC |AL BANKS
WEDNESDAY F |GURES

BILLIONS OF DOLLARS NOT SEASONALLY ADJUSTED BILLIONS OF DOLLARS
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NEGOTIABLE TIME CERTIFICATES DF DEPOSIT ISSUED' IN DENOMINATIONS OF $100,000 OR MORE BY LARGE
WEEKLY REPORTING COMMERCIAL BA!
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