Week ending: December 5, 1979

In the past week, most large commercial banks
announced a reduction in their prime lending rate from
15-3/4 percent to 15-1/2 percent, while others lowered
their prime rate to 15-1/4 percent. These reductions in
the prime lending rate — the rate of interest charged to
corporate borrowers with the highest credit rating —
follow a series of increases over the last four months.
Since the end of July, when the prime rate was 11.50
percent, the prime rate was raised 12 times — reaching
an historic peak of 15-3/4 percent.

One important factor contributing to this recent
reduction has been a moderation in business loan
demand over the last two months. As a consequence of
this moderation in loan demand, growth rates of
business loans at commercial banks have fallen sharply
from the high rates recorded earlier this year. For
example, commercial and industrial loans at
weekly-reporting large commercial banks grew at a
rate of 26.0 percent from the four weeks ending July 25
to the four weeks ending September 26. In contrast,
these loans actually declined at a rate of 3.7 percent
from the four weeks ending September 26 to the four
weeks ending November 28.

Another factor in the decline of the prime rate has
been the falling costs of short-term funds to
commercial banks in recent weeks. Over the past few
years, changes in the prime rate have generally
followed changes in the interest rate on large
certificates of deposits (CDs). The 90-day CD rate has
fallen by more than 100 basis points, in recent weeks,
from a high of 14.71 percent in the week ending
October 26 to 13.13 percent in the week ending
December 7.
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MONEY STOCK PLUS NET TIME DEPOSITS (M2)
AVERAGES OF DAILY FIGURES

LATEST DATA PLOTTED WEEK ENDING: NOVEMBER 28, 1979
CURRENT DATA APPEAR IN THE BOARD OF GOVERNORS' H.6 RELEASE.

BILLIONS OF DOLLARS SEASONALLY ADJUSTED BILLIONS OF DOLLARS |
965 T = 965
i ol 1) 1 - 2 ‘
950 E-Nov. 7 g:zig 950
945 E- 38437 945 |
a40 E- 28 94309 S4b |
935 [ 935 ‘
= \
930 E 930 |
= y |
925 E P 925 |
920 E 920 |
915 E 915
910 E 7 5 ai0
905 < = 05
900 7 = 900
895 T 3 895 |
890 7 = 890 |
885 % S s8s |
880 E i = 880 |
875 E el = 875 |
870 B = 870 |
865 £ = 865 |
5 toc e P b e v e i ie b b e L ELLELELLLL b |
418 1 1529 13 27 10 24 T 21 7 21 418 2 16 30 13 27 |1 25 822 519 3 17 31 14 28 12 28 :
ocT NOV DEC JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NoV DEC |
1978 1979 |
|
|
|

MONEY STOCK PLUS NET TIME DEPOSITS (M2)

COMPOUNDED ANNUAL RATES OF CHANGE, AVERAGE OF FOUR WEEKS ENDING:
11/29/78 2/28/79 4/25/79 5/30/79 6/27/T9 7/25/79 8/29/79 9/26/79
\

T0 THE AVERAGE
OF WEEKS

4/25/79
5/30/79
6/27/79
7/25/79
B8/29/79
9/26/79
10/31/79
11/28/79

coOOoUNO—NN
nw

XN S A
0o

co—-co0®
womo~Nwmoo
BonESS
Nmono
o—mm
ownw
com
—n

PREPARED BY FEDERAL RESERVE BANK OF ST. LOUIS

igitized for FRASER
ttp://fraser.stlouisfed.org
ederal Reserve Bank of St. Louis



MONEY STOCK (M1 )
AVERAGES OF DAILY FIGURES
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¥ TELDS ON SELECTED: SECHRITIES
AVERAGES OF DAILY RATES ENDED FRIDAY
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SELECTED INTEREST RATES
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" CERTIFICATES OF DEPOSIT
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