LS. FINANCIAL DAT A c—
Week ending: January 24, 1979

Growth of net time deposits, a component
of M2, has slowed in recent weeks. In the
two-month period from the four weeks ending
November 15 to the four weeks ending January 17,
net time deposits grew at an annual rate of 3.5
percent, compared to a 10.3 percent rate in the
previous two months. Large negotiable certificates
of deposit (CDs), which are included in total time
deposits but not in M2, continue to show strong
growth, increasing at a rapid 42.1 percent rate
since November 15. This increase was at about the
same rate as in the previous two months.

Net time deposits increased slightly
despite a decline in savings deposits, due to the
rapid growth of money market time deposits (MMTDs) .
In the two-month period ending January 17, savings
deposits fell $3.6 billion (a 9 percent rate),
compared to a decline of $0.8 billion (e e
percent rate) in the previous two months. In
contrast, MMIDs increased $9.1 billion between
October 25 and December 27 (latest data available).
In the previous two months, MMTDs increased $6.1
billion.

The pattern of growth of the various
categories of time deposits has been influenced by
the rise of market interest rates above Regulation
Q ceilings. Interest rates on savings deposits and
time deposits other than large negotiable CDs and
MMTDs are subject to Regulation Q ceilings, which
generally have been below market interest rates on
securities. The maximum rate of interest is 5
percent on passbook savings accounts, and ranges
from 5.50 to 8 percent on categories of time
deposits other than large-denomination CDs and
MMIDs. As growth of savings deposits and other
time deposits subject to Regulation Q ceilings has
slowed, banks have turned to large CDs and MMTDs as
sources of deposits.

The considerable growth experienced by
large negotiable CDs and MMTDs occurred despite
relatively high and rising interest rates (pages 6
and 7), which have increased the cost to banks of
issuing them. The interest rate on large 90-day
CDs, for example, was 10.44 percent in the week of
January 26. In the same week, the interest rate on
MMTDs, which is tied to the weekly auction rate on
six-month Treasury bills, was 3.48 percent at
commercial banks.
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MONEY STOCK PLUS NET TIME DEPOSITS (M2)
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YIELDS ON SELECTED SECURITIES
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SELECTED INTEREST RATES
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NET TIME DEPOSITS

ALL COMMERCI|AL BANKS
AVERAGES OF DAILY FIGURES
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