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Interest rates generally have declined over the past year. Over the same period,
M1 has grown at an annual rate of about 13 percent. The coincidence of
historically rapid M1 growth and the decline in interest rates appears to support
the view that there is an inverse relationship between changes in money growth
and changes in interest rates. A closer examination of the data, however, indicates
that this presumed relationship between money growth and interest rates is very
loose and has been contradicted on occasion.

The table on the back page depicts time periods during which M1 growth
shifted, as well as the coincident changes in interest rates. In the first and third
periods, M1 grew at similar rates, but the declines in interest rates varied by
at least 100 basis points. Comparing the second and fourth periods shows that
the very rapid M1 growth since mid-April coincided with slight increases in
rates, while the slow 4.7 percent M1 growth of the earlier period was associated
with falling interest rates.

—Michael T. Belongia

(continued on back page)

DigitizeWiews lekgifessed do not necessarily reflect official positions of the Federal Reserve System.
ttp://fraser.stlouisfed.org
Federal Reserve Bank of St. Louis




ADJUSTED MONETARY BASE
AVERAGES OF DAILY FIGURES
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COMPOUNDED ANNUAL RATES OF CHANGE,
AVERAGE OF TWO MAINTENANCE PERIODS ENDING:
8/14/85 11/6/85 1/15/86 2/12/86 3/12/86 4/9/86 5/7/88 B/18/88
10 THE AVERAGE OF
;Eglons Emms:

1/15/88 7.2

2/12/88 7.0 7.2

3/12/88 7.8 8.4 9.5

4/ 9/88 7.5 7.9 8.2 9.1

5/ 1/88 7.4 7.7 7.8 8.3 6.1

6/18/88 8.2 8.7 9.2 9.8 8.0 10.4

7/16/88 8.0 8.4 8.7 9.1 8.3 9.1 10.1

8/13/88 7.8 8.1 8.2 8.6 7.8 .3 8.8 5.7
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MONEY STOCK (MI1)
AVERAGES OF DAILY FIGURES
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TOTAL CHECKABLE DEPOSITS
AVERAGES OF DAILY FIGURES
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LATEST DATA PLOTTED WEEK ENDING: AUGUST 4, 1986

TOTAL CKABLE DEPOSITS 1S THE SUM OF DEMAND DEPOSITS AND OTHER CHECKABLE DEPOSITS AT ALL
DEPOSI?!Y INSTITUTIONS.

TOTAL CHECKABLE DEPOSITS

COMPOUNDED ANNUAL RATES OF CHANGE, AVERAGE OF FOUR WEEKS ENDING:
8/5/85 11/4/85 1/6/88 2/3/86 3/3/86 4/T/86 5/5/86 6/2/88

TO THE AVERAGE
OoF FOUR WEEKS
END ING
1/ 6/88 14.4
2/ 3/88 10.6 8.1
3/ 3/88 11.2 9.6 2.9
4/ 7/86 12.3 11.7 8.9 17.2
5/ 5/88 12.8 12.6 10.9 17.4 18.5
6/ 2/86 14.8 15.4 15.2 21.4 23.4 26.2
7/ 7/88 15.2 15.9 15.9 20.8 22.2 23.4 26.1
8/ 4/88 15.6 16.4 16.6 20.8 22.0 22.8 24.4 19.8
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YIELDS ON SELECTED SECURITIES
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LATEST DATA PLOTTED ARE AVERAGES OF RATES AVAILABLE FOR THE WEEK ENDING: AUGUST 15, 1986.

30-DAY 90-DAY

90 DAY COMMERC | AL BANKERS " CORPORATE CORPORATE WNIEIPAI.

1988 cp*s PAPER ACCEPTANCES Aa BONDS Baa BONDS BONDS 3ox
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
11 6.43 6.59 6.33 8.89 10.14 7.45
18 6.33 6.34 6.21 8.84 10.10 7.45

25 6.31 6.28 6.17 8.86 10.17 7.60
AUG. | 6.29 6.28 6.17 8.88 10.28 7.54
8 6.21 8.26 68.08 8.85 10.29 7.53
ég * 6.07 6.19 5.95 8.77 10.30 N.A.

29

NOTE: CURRENT DATA APPEAR IN THE BOARD OF GOVERNORS® H.15 RELEASE.
® AVERAGES OF RATES AVAILABLE

#¢ BOND BUYER®S AVERAGE INDEX OF 20 MUNICIPAL BONDS, THURSDAY DATA
N.A. = NOT AVAILABLE
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SELECTED INTEREST RATES
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LATEST DATA PLOTTED ARE AVERAGES OF RATES AVAILABLE FOR THE WEEK ENDING: AUGUST 15, 1986.

TH B-MONTH 1=-YEAR S-YEAR LONG~TERM

FEDERAL TmRY TREASURY TREASURY TREASURY 'l%’?ASURY

1088 FUNDS »ex BILL BILL o 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 5.78 S5.77 5.89 7.01 7.94
AUG. 1 6.32 5.83 5.89 5.91 7.10 8.09
8 6.36 5.71 5.73 5.81 7.08 8.01

ég * 6.31 5.62 5.60 5.68 6.90 7.76
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COMMERC | AL _BANK
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AVERAGES OF DAILY FIGURES
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COMMERC I AL _BANK

TOTAL TIME DEPOSITS
AVERAGES OF DAILY F|GURES
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TOTAL TIME IS THE SUM OF SAVINGS DEPOSITS, SMALL TIME DEPOSITS AND LARGE TIME DEPOSITS.

TOTAL TIME DEPOSITS

COMPOUNDED ANNUAL RATES OF CHANGE, AVERAGE OF FOUR WEEKS ENDING:

8/5/85 11/4/85 1/8/88 2/3/88 3/3/86 4/7/86 5/5/86 6/2/88
TO THE AVERAGE
OF FOUR WEEKS
END ING:

1/ 8/88 5.4

2/ 3/88 7.8 1T

3/ 3/88 7.1 9.5 11.9

4/ 7/88 5.7 6.6 6.1 -0.

5/ 5/86 4.8 5.2 4.1 -0.8 -2

8/ 2/86 3.4 3.1 1.4 =-3.0 -4.6 -8.

7/ 7/88 3.0 2.7 1.1 “2.3 ~-3.4 =-3.7 4.4

8/ 4/88 2.7 2.2 0.7 =2, =8. =3, -3.5 -0.7
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BORROWINGS FROM FEDERAL RESERVE BANKS
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COMMERCIAL PAPER OF NONFINANC!AL COMPANIES
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1/ BUSINESS LOANS INCLUDE BANKERS' ACCEPTANCES AND COMMERCIAL PAPER.
2/ BANKS WITH DOMESTIC ASSETS GREATER THAN $1.4 BILLION
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Recent Movements in M1 and Selected Interest Rates

M1
Period growth!
8/16/85-12/6/85 11.6%
12/6/85-2/7/86 4.7
2/7/86-4/18/86 1355
4/18/86-8/1/86 19.3

Basis Point Changes

3-month 1-year S-year
Treasury Treasury Treasury
bill bill security
11 -14 =72
-18 -23 -60
-122 -127 -172
-1 6 30

!Compounded annual rates of change of seasonally adjusted data for four-week averages ending three days

later than dates shown
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