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The money multiplier, the ratio of the money stock (M1) to the adjusted
monetary base, has grown at an annual rate of 6.4 percent this year, up sharply
from its 3.7 percent growth last year. Among the key factors influencing the
money multiplier are changes in the distribution of the public’s asset holdings
between currency and checkable deposits (the k—ratio) and between time deposits
and checkable deposits (the t—ratio). Reductions in these ratios, other things
the same, increase the multiplier. A fall in the k—ratio increases the proportion
of the monetary base that depository institutions hold as reserves, permitting
a multiple expansion of their checkable deposits. A fall in the t—ratio increases
the proportion of reserves that depository institutions can use to support checkable
deposits.

As the table on the back page shows, the rapid growth in the money multiplier
this year has been associated with sharp reductions in both the k— and t—ratios.
Since January, the public has continuously increased its holdings of checkable
deposits at the expense of both currency and time deposits.

—Courtenay C. Stone

(continued on back page)
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ADJUSTED MONETARY BASE
AVERAGES OF DAILY FIGURES
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MONEY STOCK (M1)
AVERAGES OF DAILY FIGURES
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TOTAL CHECKABLE DEPOSITS
AVERAGES OF DAILY FIGURES
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YIELDS ON SELECTED SECURITIES
AVERAGES OF DAILY RATES
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30-DAY 90-DAY
90 DAY COMMERC | AL BANKERS*® CORPORATE CORPORATE MUNICIPAL
1988 cD*s PAPER ACCEPTANCES As BONDS BaA BONDS -]
AUG. 1 6.20 6.28 6.17 8.88 10.28 7.54
8 6.21 6.26 6.08 8.85 10.29 7.5
15 6.03 6.17 5.94 8.74 10.26 7.33
22 5.82 5.985 5.72 8.66 10.12 7.08
28 5.57 5.64 5.46 8.62 10.04 6.93
SEP. § 5.49 5.59 5.43 8.74 10.08 7.00
12 5.71 5.72 5.64 8.85 10.21 7.15
19 5.75 5.78 5.66 8.95 10.24 7.14
26 5.79 5.79 5.68 8.97 10.24 7.15
ocT. 3 5.77 5.83 5.66 8.90 10.21 T 18
10 5.59 5.67 5.45 8.86 10.20 7.08
%z * 5.68 5.72 5.55 8.88 10.21 N.A.
31

NOTE: CURRENT DATA APPEAR IN THE BOARD OF GOVERNORS® H.15 RELEASE.
# AVERAGES RATES AVAIL&%

a6 BOND *S AVERAGE 1 OF 20 MUNICIPAL BONDS, THURSDAY DATA
N.A. = NOT AVAILABLE

PREPARED BY FEDERAL RESERVE BANK OF ST. LOUIS

igitized for FRASER
ttp://fraser.stlouisfed.org
ederal Reserve Bank of Sk Louis o



SELECTED

INTEREST RATES
AVERAGES OF DAILY RATES
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SEP. S 5.83 5. 5. 5.35 6.63 7.80
12 5.82 5. 5. 5.46 6.96 8.11
19 5.88 5. 5. 5.48 7.01 8.24
26 5.81 5. 5. 5.47 6.99 8.20
ocT. 3 6.08 5. 5, 5.47 6.93 8.05
10 5.75 5 5. 5.27 6.72 7.99
ir= 5.83 L 5. 5.38 6.82 8.17
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TREASURY BILL YIELDS ARE ON A DISCOUNT BASIS.
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COMMERC | AL _BANK
SMALL TIME DEPOSITS v

LARGE TIME DEPOSITS 2
AVERAGES OF DAILY FGURES
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BILLIONS OF DOLLARS

COMMERC | AL BANK

TOTAL TIME DEPOSITS
AVERAGES OF DAILY FIGURES
SEASONALLY ADJUSTED
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BORROWINGS FROM FEDERAL RESERVE BANKS
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COMMERCIAL PAPER OF NONFINANCIAL COMPANIES
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M1 Multiplier, k —Ratio and t—Ratio
(seasonally adjusted)

Period M1 multiplier!
1/13/86 2.670
4/7/86 2677
7/14/86 29733
10/6/86 2.797

k —ratio?

579
378
.363
354

laverages of two reserve maintenance periods ending dates shown

2averages of four weeks ending dates shown
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t —ratio?

2:502
2.482
2.362
2.285






