Week ending: September 23, 1981

In response to the general decline in market interest rates,
the Federal Reserve Board has lowered the discount rate surcharge that
applies to large depository institutions that borrow frequently from
Federal Reserve Banks. The surcharge, set at 4 percent on May 5, has
been reduced to 3 percent. The basic discount rate of 14 perecent
remains unchanged.

In addition, the Board modified the rules governing the
applicability of the surcharge. The surcharge still applies only to
frequent borrowers of short-term adjustment ecredit with deposits of
$500 million or more. Under the old rule, the surcharge applied to these
institutions either when they borrowed in two or more consecutive
weeks or in more than four weeks of a calendar quarter. The surcharge
will continue to apply when an institution borrows for a second
consecutive week. However, under the modification which becomes
effective October 1, 1981, the surcharge on borrowing in excess of four
weeks will apply during a moving quarter rather than a calendar quarter.
In other words, the surcharge will apply for a large institution
borrowing more than four times within the current and preceding 12
weeks. This change will eliminate the incentive for large institutions to
borrow at the end of each calendar quarter.

In other interest rate developments, the prime rate charged
by commercial banks has been lowered for the second week in a row.
Most large commercial banks have lowered their prime lending rate to
19.50 percent during the past week. Banks' decisions to lower their
prime rates have been affected by declines in both the interest rate on
90-day certificates of deposit (an important source of loanable funds for
banks) and the interest rate on short-term commercial paper (an
alternative source of credit for large corporations that borrow from
commereial banks),
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AVERAGES OF DAILY FIGURES

ADJUSTED MONETARY BASE
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MONEY STOCK (MI1A)
AVERAGES OF DAILY F|GURES
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YIELDS  ON. SELECTED 'SECURILTIES
i AVERAGES OF DAILY RATES ENDED FRIDAY
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SELECTED INTEREST RATES
AVERAGES OF DAILY RATES ENDED FRIDAY
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AVERAGES OF DAILY FIGURES
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SAVINGS PLUS SMALL TIME DEPOSITS
ALL BANKS
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AVERAGES OF DAILY F|GURES
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BORROWINGS FROM FEDERAL RESERVE BANKS
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LARGE TIME DEPOSITS

ALL COMMERC | AL BANKS
AVERAGES OF DAILY FIGURES
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