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Growth of the monetary base has continued to slow in
recent weeks, a trend which began in October 1978. 1In the most
current four months, from the four weeks ending October 18 to the
four weeks ending February 21, the monetary base grew at a 6.7
percent annual rate, compared to a 10.5 percent rate of increase
in the previous four months.

Associated with this deceleration of the growth of the
monetary base has been a reduction in the growth rates of the
monetary aggregates. As shown in the table below, growth of M1
(currency and demand deposits held by the nonbank public)
declined at a 2.5 percent rate in the most recent four months,
compared to an 8.5 percent rate of increase in the previous four
months. Growth of M2 slowed to a 2.2 percent rate from its
previous 10.6 percent rate of increase in the same periods.

The slower growth of the aggregates reflects lower rates
of growth of each of their components. The most pronounced
slowdown was in the growth of demand deposits, which declined at
a 6.7 percent rate in the most recent four-month period, compared
to a 7.7 percent rate of increase in the preceding four-month
period. Net time deposits, the largest component of M2, also
exhibited a substantial reduction in its rate of growth.

Growth Rates of the Monetary Base and
Monetary Aggregates
(Compounded Annual Rates of Change)

Last 4 Previous 4
months* months *%*
Monetary Base 6:7'% 105 %
M1l =25 85
M2 2.2 10.6
Net Time Deposits Siail 1252
Demand Deposits -6.7 157
Currency 9.7 10.6

*Average of four weeks ending 10/18/78 to four weeks ending
2420 179\

**Average of four weeks ending 6/21/78 to four weeks ending
10/18/78. '
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MONEY STOCK PLUS NET TIME DEPOSITS (M2)
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