JAN 2 4 1983

The substantial changes in time and savings deposits that
have occurred at commercial banks recently are the result of the
December 14, 1982, issuance of the new Money Market Deposit
Account (MMDA). These new accounts, which are classified as
savings deposits, are free of the interest rate ceilings imposed by
Regulation Q, as long as a minimum balance of $2,500 is maintained.
The new accounts are also insured by the Federal Deposit Insurance
Corporation (FDIC). Further, MMDAs that are personal (nonbusiness)
accounts bear a zero reserve requirement.

Depositors apparently have shifted substantial amounts out
of money market mutual funds into these new accounts. This is
probably a consequence of the insurance features associated with the
new MMDAs and because many financial institutions have been
offering relatively high rates of return to attract depositors.

The advent of these accounts has had an appreciable impact
on the mix of time and savings deposit accounts at commercial
banks. The following table details the shifts in weekly average
balances of the various accounts at commercial banks during the first
three weeks of the MMDA's existence. Savings deposits increased
substantially—but by less than the increase in MMDAs, which indicates
that a portion of this increase came from a decline in passbook
savings accounts. This internal deposit shift is further reflected by
reductions in both large and small time deposit accounts. These
declines amount to roughly 60 percent of the total increase in MMDAs
at commercial banks.

—Gary Santoni

Changes in MMDAs, Savings and Time Deposits at
Commercial Banks (in billions of dollars)l

MMDA $71.4
Savings deposits 59.6
Passbook savings -11.8
Small time deposits -18.0
Large time deposits =10.9

1/ Changes from the week ending December 15, 1982 to the week
ending January 5, 1983.
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ADJUSTED MONETARY BASE
AVERAGES OF DAILY FIGURES
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ADJUSTED RESERVES
AVERAGES OF DAILY F|GURES
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MONEY STOCK (MI1)
AVERAGES OF DAILY F]GURES
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YIELDS ON SELECTED SECURITIES
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SELECTED INTEREST RATES
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