FINANCIAL DAT A coss

Week ending: September 24, 1980

LIBRARY
” s kﬂ' The prime rate has been increased by most large commercial
gaﬁ PP The most recent change, from 12.25percent to 12.50 percent,

represents the fifth upward revision since mid-August.

The increase in the prime rate reflects the recent increased
demand for business loans (page 11), as well as the increasing cost to
banks of acquiring additional loanable funds. An important source of
these additional funds is 90-day certificates of deposit (CDs). Because
90-day CDs are an important source of funds, changes in the prime rate
tend to vary directly with changes in the interest rate paid on 90-day
CDs. In addition to the explicit interest cost a bank must pay to issue a
new 90-day CD, it must also consider the reserve requirements on funds
raised by issuing CDs. For time deposits with initial maturities of
30-179 days, the marginal reserve requirement is 6percent for time
deposits in excess of $5million. The table below presents the interest
rate on 90-day CDs (market rate), that rate adjusted for reserve
requirements (market rate adjusted), and the prime rate since late July
of this year.

Comparison of Effective Cost of Issuing 90-Day
Certificates of Deposit and Prime Rate

90-day CD rate

Market Market rate Prime
Period* rate adjusted rate Difference
July 18 8.70 % 9.26 % 11.50 % 2.24 %
25 8.50 9.04 11.00 1.96
Aug. 1 8.93 9.50 11.00 1.50
8 9.29 9.88 11.00 1.12
15 9.46 10.06 11.00 0.94
22 10.13 - 10.78 11.25 0.47
29 10.80 11.49 11.50 0.01
Sept. 5 10.72 11.40 11.50 0.10
12 10.90 11.60 12.00 0.40
19 11.34 12.06 12.25 0.19
26 11.31 12.03 12.50 0.47

* All rates represent five-day averages for the week ending date shown.
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BILLIONS OF DOLLARS

ADJUSTED MONETARY BASE
AVERAGES OF DAILY FIGURES
SEASONALLY ADJUSTED BY THIS BANK
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YIELDS ON SELECTED SECURITIES
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