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Over two-thirds of commercial bank business loans are made to creditworthy
firms at interest rates below the prime bank loan rate. According to two 1986
Federal Reserve System surveys of the terms of commercial bank lending, more
than 93 percent of these are short-term loans, either at fixed or at floating interest
rates. As the table on the back page indicates, most (74 percent) are fixed-rate
loans with discounts of 75 basis points or more from the prime rate and average
maturities of less than three weeks. Floating-rate loans have relatively longer
maturities, well over two months on average.

Since floating-rate loans adjust with interest rate changes, floating-rate
1 borrowers may not be as concerned about their initial discount as are fixed-rate
borrowers. It is noteworthy that the prime rate declined from 9.50 percent during
the February survey to 8.50 percent just before the May survey. Perhaps as
a result of this decline and borrowers’ strong negotiating position during the
weak business loan growth of the first half of 1986, the average discount from
the prime rate increased sharply for the fixed-rate loans, while remaining roughly
unchanged for floating-rate loans.
—Mack Ott

(continued on back page)
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ADJUSTED MONETARY BASE

COMPOUNDED ANNUAL RATES OF CHANGE,
AVERAGE OF TWO MAINTENANCE PERIODS ENDING:
11/20/85 2/12/86 4/23/88 5/21/86 6/18/86 7/16/86 8/13/86 ©/24/86

BN

4/23/88 7.7
5/21/88 8.3 8.8
6/18/86 9.0 9.8 12.5
7/16/88 8.6 9.1 10.3 9.8
8/13/88 8.3 8.6 9.1 8.3 5.7
9/24/86 8.3 8.5 8.9 8.3 6.9 7.2
10/22/88 8.2 8.4 8.6 8.1 6.9 7.1 7.8
8.5 8.7 8.1 8.7 7.8 8.2 9.0 9.5

11/18/86
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MONEY STOCK (M1)

COMPOUNDED ANNUAL RATES OF CHANGE, AVERAGE OF FOUR WEEKS END ING:
11718/85  2/17/88 4/14/88 5/19/86 6/16/86 7/14/86 8/18/88 ©/15/86
TO THE AVERAGE

(E)F FOUR WEEKS
muu 10.3
5/19/86 12.6 17.6
6/16/86 13.9 18.7 22.7
7/14/88 13.5 17.2 19.0 16.7
8/18/86 14.4 17.8 19.3 18.0 16.1
9/15/86 14.8 18.0 19.4 18.4 17.1 19.9
10/20/88 14.4 16.9 17.6 16.5 15.2 16.4 14.3
11/17/88 14.8 17.2 18.0 17.0 18.1 17.2 16.1 14.6
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TOTAL CHECKABLE DEPOSITS

COMPOUNDED ANNUAL RATES OF CHANGE, AVERAGE OF FOUR WEEKS END ING:
11/18/85 2/17/88 4/14/88 5/19/88 6/16/86 7/14/86 8/18/86 ©/15/86
TO THE AVERAGE

OF FOUR WEEKS
END ING:
4/14/86 11.5
5/19/88 14.8 22.1
6/16/86 16.5 23.5 29.0
7/14/86 18.1 21.5 24.0 20.7
8/18/88 17.2 22.1 24,2 22.2 19.5
9/15/868 17.9 22.5 24.2 22.8 2.1 24.6
10/20/88 ir.l 20.7 el.T 20.0 18.2 19.6 16.9
11/17/88 17.8 21.2 22.2 20.8 19.5 20.9 19.5 17.2
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ocT. 3 S.f7 5.83 5.66 8.90 10.23 7.19
10 5.59 5.67 5.45 8.86 10.24 7.06
17 5.69 5.73 5.62 8.88 10.25 7.08
24 5.78 5.78 5.69 8.89 10.26 Lo L)
3) 5.68 5.74 5.60 8.80 10.19 6.94
NOV. 7 5.69 5.77 5.61 8.73 10.09 6.94
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1988 FUNDS o BILL BILL womx BILL SECURITIES SECURITIES
ocT. 3 6.08 5.19 5.37 5.47 6.93 8.05
10 5.75 5.05 5.13 5.27 6.72 7.99
17 5.83 5.20 5.22 5.41 6.88 8.18
24 5.91 5.29 5.39 5.49 6.92 8.18
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TOTAL TIME DEPOSITS
AVERAGES OF DAILY FIGURES
SEASONALLY ADJUSTED

BILLIONS OF DOLLARS
815

BILLIONS OF DOLLARS

e I — @15
[ 1986 BILLIONS =
810 :m. ég ; 2:; 2 810
- a7 7933 -
~ Nov. 3 4 —

S B 1 :
805 [— i \ 805
- ,// M =
800 800
~ \ P e L i
Pk WO R e
700 |- - 700
785 |- 1 785
780 [ - 780
- 4
obtiilu b b b bev b b b b b b b b i o
721 418 216 30 13 27 10 24 10 24 7 21 S19 216 30 14 28 11 25 82 620 3 17 1 15 29

OCT NOV  DEC
1885

LATEST DATA PLOTTED WEEK ENDING: NOVEMBER 17, 1988
TOTAL TIME IS THE SUM OF SAVINGS DEPOSITS, SMALL TIME DEPOSITS AND LARGE TIME DEPOSITS.

JAN FEB  MAR APR MAY JUN JUL AUG SEP OCT NOV  DEC
1986

TOTAL TIME DEPOSITS
COMPOUNDED ANNUAL RATES OF CHANGE, AVERAGE OF FOUR WEEKS ENDING:

11/18/85  2/17/868 4/14/86 5/19/86 6/16/86 T/14/86 8/18/88 9/15/86
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4/14/86 6.5

5/19/88 4,1 -3.6

6/16/88 2.5 -4.5 -6.3

7/14/868 2.3 ~-3.4 4.1 =3.2

8/18/86 2.0 -2.8 -3.0 -2.1 0.4
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BORROWINGS FROM FEDERAL RESERVE BANKS
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Characteristics of Short-Term Commercial and Industrial
Loans Made by Commercial Banks at Below Prime Rate

Percent of Average
below-prime- Average discount
rate loans maturity from prime
Loan type made (days) (basis points)

February 3-7 Survey:
Fixed rate 74.5% 76
Floating rate 1957, 75

May 5-9 Survey:

Fixed rate 74.3 17 100
Floating rate 18.8 68 7
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