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Changes in8market interest rates influence the growth of checkable deposits.

As interest rates decline, so does the opportunity cost of holding checkable

deposits. Since demand deposits pay no explicit interest, their explicit oppor-

tunity cost changes by the amount of change in interest rates on alternative money

market assets. On the other hand, other checkable deposits (OCDs) do pay ex-

plicit interest and, since April of 1986, the rates on all categories of OCDs have
’ been allowed to adjust with market interest rates.

Short-term interest rates have declined substantially over the past 15 months.
‘ This decline essentially occurred in two steps. For example, the three-month
| Treasury bill rate declined by 155 basis points between March and June 1985,
remained steady through mid-February 1986, and subsequently declined by
another 105 basis points. The table on the back page shows that the two periods
of decline in the Treasury bill rate corresponded to periods of more rapid growth
in checkable deposits; however, nearly all of this variation in growth is due
to variation in the growth of demand deposits. In contrast, OCDs have shown

little variation in growth.

—Philip A. Nuetzel
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ADJUSTED MONETARY BASE
AVERAGES OF DAILY FIGURES
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BILLIONS OF DOLLARS
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MONEY STOCK (M1)
AVERAGES OF DAILY FIGURES
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BILLIONS OF DOLLARS
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YIELDS ON SELECTED SECURITIES
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30-DAY 80-DAY
DAY COMMERC | AL BANKERS® CORPORATE CORPORATE MUN|CIPAL
1086 co*s PAPER ACCEPTANCES AAA BONDS Ba BONDS BONDS o
JUNE 6 6.83 6.83 6.76 9.29 10.47 7.97
13 6.81 6.82 6.65 9.19 10.43 8.08
20 6.68 6.78 6.55 9.08 10.29 7.82
27 6.62 6.74 6.54 9.01 10.20 7.59
JULY 4 6.51 6.71 6.39 8.93 10.15 7.51
1 6.43 6.59 6.33 8.89 10.14 7.45
18 6.33 6.34 6.2]1 8.84 10.10 7.45
25 % 6.31 6.29 6.17 8.88 10.13 N.A.
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NOTE: CURRENT DATA APPEAR IN THE BOARD OF GOVERNORS® H.15 RELEASE.
® AVERAGES OF RATES AVAILABLE
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N.A. = NOT AVAILABLE
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SELECTED INTEREST RATES
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FEDERAL TREASURY TREASURY TREASURY TREASURY TREASURY
1986 FUNDS xox BILL BILL wenx BILL SECURITIES SECURITIES
JUNE 6 6.95 6.42 6.41 6.55 8.02 8.61
13 6.89 6.29 6.39 6.43 7.83 8.50
20 6.87 6.10 6.18 6.21 7.45 8.14
27 6.86 6.07 6.13 6.14 7.33 7.95
JULY 4 7.02 5.97 5.96 5.98 7.21 7.83
11 6.87 5.86 5.85 5.92 7.13 7.83
18 6.51 5.75 5.80 5.83 6.91 7.76
25 % 6.42 5.75 5.77 5.85 6.91 7.87
AUG. 1
8
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NOTE: CURRENT DATA APPEAR IN THE BOARD OF GOVERNORS® H. 1S RELEASE EXCLUDING LONG-TERM TREASURY
i SECURITIES WHICH ARE COMPUTED BY THIS BANK. TREASURY BILL YIELDS ARE ON A DISCOUNT BASIS.
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COMMERC | AL _BANK
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COMMERC | AL _BANK
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BORROWINGS FROM FEDERAL RESERVE BANKS
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COMMERC 1AL PAPER OF NONF INANCIAL COMPANIES
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Growth Rates of Checkable Deposits and
Changes in the Three-Month Treasury Bill Rate

Averages Total Other
of four checkable Demand checkable Bill
weeks ending deposits! deposits! deposits’ rate?
3/25/85 — 6/24/85 15.0% 11.4% 20.7% -155
6/24/85 — 2/10/86 11:5 6.2 20.4 4
2/10/86 — 7/14/86 20,7 16.5 27.1 -105

!Compounded annual rates of change of seasonally adjusted data
2Changes in basis points for weeks ending three days earlier than dates shown
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