AUG 1 0 198%

The discount rate was lowered from 11.50 to 11
percent during the past week, after being reduced from 12 to
11.50 percent on July 20. The discount rate had been 12
percent from early December of last year until July 20. The
federal funds rate declined during the past four weeks to just
above the 11 percent discount rate. In contrast, from
January through mid-July of this year, the federal funds rate
was on average about 240 basis points above the discount rate.

| As the federal funds rate declined to
| approximately the level of the discount rate, borrowings
| from Federal Reserve Banks declined to about $600 million in
| the past four weeks, compared with an average of about

$1,440 million in January through mid-July of this year. The
| average level of borrowings in the past four weeks is
| comparable to that in November and December of last year,
| another period when, on average, the federal funds rate was
1 approximately equal to the discount rate.

| The prime rate of commercial banks was reduced

| from 16.50 to 15 percent between July 20 and August 2.

} Commercial banks tend to adjust this rate in response to

| recent movements in short-term interest rates, in particular,

| the yield on 90-day certificates of deposit (CDs). From late
February through mid-July, when the prime rate was
unchanged at 16.50 percent, the gap between it and the yield
on 90-day CDs averaged about 220 basis points. That
interest rate gap has widened substantially in recent weeks,
and even after the reduction to 15 percent, the prime rate is
still about 360 basis points above the yield on 90-day CDs in
the most recent week.

Prepared by Federal Reserve Bank of St. Louis

Released: August 6, 1982
Digitized for FRASER

http://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis St



BILLIONS OF DOLLARS

182

180

178

176

174

172

170

168

166

164

3

ADJUSTED MONETARY BASE
AVERAGES OF DAILY FIGURES
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ADJUSTED RESERVES
AVERAGES OF DAILY FIGURES
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MONEY STOCK (M1 )
AVERAGES OF DAILY FIGURES
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SELECTED INTEREST RATES

S AVERAGES OF DAILY RATES ENDED FRIDAY PERCENT
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18 14.24 12.46 12.50 12.68 14. 48 13.83
25 14.17 12.88 13.03 13.00 14.90 14.03
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* AVERAGES OF RATES AVAILABLE.
*% SEVEN-DAY AVERAGES FOR WEEK ENDING WEDNESDAY TWO DAYS EARLIER THAN DATE SHOWN.
URRENT g TATAPPEAR IN THE BOARD OF GOVERNORS' H.15 RELEAS!

ISSUE RATE
RATES ON LONG-TERM TREASURY SECURITIES ARE COMPUTED BY THE FEDERAL RESERVE BANK OF ST. LOUIS.
TREASURY BILL YIELDS ON DISCOUNT BASIS
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TGCTAL CHECKABLE DEPOSITS v
AVERAGES OF DAILY FIGURES
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BORROWINGS FROM FEDERAL RESERVE BANKS
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