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The relationship between the money supply (M1) and
interest rates is typically thought to be inverse; that is, a
deceleration in money growth produces a rise in interest rates.
This relationship appears to have surfaced in recent data. Sinece
about mid-February, the growth rate of M1 has slowed
considerably (see page 3) while interest rates have increased (see
pages 6 and 7). This inverse relationship appears from time to
time, but seems to be a very short-run phenomenon not observed
in money and interest rate data that spans longer time periods.

Since at least 1980, the longer-term relationship between
the level of interest rates and the M1 growth rate has been
positive rather than inverse. The left side of the following table
indicates the quarters in which the three-month Treasury bill rate
hit a high or low, as well as the specific monthly high or low
recorded during the quarter. The right side of the table shows the
monetary growth rate that occurred while the interest rate was
rising to a high or falling to a low. Notice that, in each case, this
longer-term data indicates that reductions in the monetary
growth rate have been associated with reductions in the interest
rate and vice versa.

(continued on back page)
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BILLIONS OF DOLLARS

ADJUSTED MONETARY BASE

AVERAGES OF DAILY FIGURES
SEASONALLY ADJUSTED BY THIS BANK
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MONEY STOCK (M1)
AVERAGES OF DAILY F|GURES
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BILLIONS OF DOLLARS SEASONALLY ADJUSTED BILLIONS OF DOLLARS
ol e e o = i
F 1984  BILLIONS =
385 [— APR. 9 380.2 385
- 16 379.0 =
= 23 374.9 I
380 -way 7 3820 — 380
- 14 38300 /\/ V\/ =
375 | A — 375
= /\/ 3
370 | - = 370
[ r_/\-—, -

%s v o 365
360 [ / = 360
355 |- - 385
350 | = 3s0
345 |- = 345

o brttlon e bepn e b b borp b b v b b b beaa f g

APR MAY JUN JUL AUG SEP OCT NOV DEC JAN FEB MAR APR
1983 1984
LATEST DATA PLOTTED WEEK ENDING: MAY 14, 1984

1/ DEMAND DEPOSITS PLUS OTHER CHECKABLE DEPOSITS AT ALL DEPOSITORY INSTITUTIONS

MAY  JUN

418 2 16 30 13 27 11 25 822 S 19 3 17 31 14 28 12 26 9 23 6 20 5 19 2I030142!|I1!°

TOTAL CHECKABLE DEPOSITS

COMPOUNDED ANNUAL RATES OF CHANGE, AVERAGE OF FOUR WEEKS END ING:
5/16/83 8/15/83 10/17/83 11/14/83 12/12/83 1/16/84 2/13/84 3/12/84

TO THE AVERAGE
OF FOUR WEEKS *
END ING:

10/17/83
11/14/83
12/12/83
1/16/84
2/13/84
3/12/84
4/16/84
5/14/84

WU ~N—

OONNONN®
—PUN® SN
ENCTITIFEN
ao~NoO®
vcoom—
am©

NN

PREPARED BY FEDERAL RESERVE BANK OF ST. LOUIS

Digitized for FRASER
http://fraser.stlouisfed.org
ederal Reserve Bank of St. Louis




YIELDS ON SELECTED SECURITIES
PEACENT AVERAGES OF DAILY RATES ENDED FRIDAY
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SELECTED INTEREST RATES
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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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TOTAL TIME DEPOSITS v
ALL COMMERC |AL BANKS
AVERAGES OF DAILY F|GURES
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LARGE TIME DEPOSITS

ALL COMMERCIAL BANKS
AVERAGES OF DAILY FIGURES
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MMDAs, MMMFs and SUPER NOWs
(billions of dollars, not seasonally adjusted)

MMDAs 1/ MMMFs 2/ SUPER NOWs 3/

April 2 $395.7 $187.7 $42.1
9 398.5 188.1 43.6

16 398.5 189.0 43.9

23 395.3 187.7 43.4

30 392.8 186.7 42.0

May 7 393.7 185.3 42.7
14 394.9 187.7 42.5

1/ Money market deposit accounts at all depository institutions, effective 12/14/82.

2/ Total money market mutual fund balances.

3/ NOW accounts at all depository institutions, requiring a $2,500 minimum balance
and eligible to earn more than 5.25 percent, effective 1/5/83.
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BORROWINGS FROM FEDERAL RESERVE BANKS
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The Relationship Between the
Treasury Bill Rate and M1 Growth

3-month
Quarter of  Treasury bill
high (low) rate
High 1/80 15.20
Low II1/80 8.06
High I1I/81 15:51
Low IV/81 10.85
High 1/82 13.48
Low IV/82 Tl
High II1/83 9.34
Low IV/83 8.64
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