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THE REDEFINED MONETARY AGGREGATES

I. Background

The Federal Reserve has redefined the monetary aggregates. This 

action was prompted by the many financial developments that have altered 

the meaning and reduced the significance of the old measures. Some of these 

developments have been associated with the emergence In recent years of new 

monetary assets— for example, NOW accounts and money market mutual fund 

shares— while others have altered the basic character of standard monetary 

assets— for example, the growing similarity of and the growing substitution be

tween the deposits of thrift institutions and those of commercial banks.— ^

In the process of redefinition a set of Board staff proposals was published
2/in January 1979.—  Comments on these proposals received from the public 

and from invited experts, together with deliberations within the Federal 

Reserve System and further research by Federal Reserve staff, contributed to 

the Board's selection of the newly defined measures.

Given the changes that have occurred in financial practices in 

recent years, the new measures should aid both the Federal Reserve and the 

public in interpreting monetary developments. However, many of the changes in 

the payments mechanism and in the character of financial assets that 

have rendered such a redefinition necessary— some of which are ongoing—  

have also added significantly to the complexity of the monetary system. As

J7 A discussion of many of these developments can be found in, "A Proposal
for Redefining the Monetary Aggregates," Federal Reserve Bulletin (January 
1979), pp. 14-17.

2/ See "A Proposal," pp. 13-42. The potential need for redefinition, in
light of numerous financial innovations, was recognized by the Advisory Com
mittee on Monetary Statistics* See „ Improving the Monetary Aggregates: 
Report of the Advisory Committee on Monetary Statistics (Board of Governors 
of the Federal Reserve System, June 1976), pp. 5-6, 9-12.

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



a consequence, it is recognized that no one set of monetary aggregates can 

satisfy every purpose or every user. For this reason, the principal com

ponents of the new measures— along with several related series*— will be 

published regularly with the new aggregates. In this way, users will be 

able to analyze separately the components and to construct alternative 

measures•

The following section, Section II, presents the new aggregates 

and compares them to the old measures. This is followed in Section III 

by a discussion of the rationale underlying the redefinition. The histori

cal behavior of the new aggregates is examined in Section IV. A final section, 

Section V, discusses some technical issues associated with the redefined mea

sures: consolidation and seasonal adjustment procedures used in constructing

the redefined aggregates and new data sources used in the redefinition.

Three appendix tables contain annual and quarterly rates of growth of the new 

measures and their old counterparts.

II. The New Monetary Aggregates

Four newly defined monetary aggregates replace the old M-l through 

M-5 measures. In addition, a broad measure of liquid assets has been adopted. 

The new aggregates sre presented in Table 1. Two narrow transactions 

measures--M-1A and M*-lB--have been adopted. M-1A is basically the same 

as the old M-l aggregate, except that it excludes demand deposits held by 

foreign commercial banks and official institutions.*^ The other narrow 

measure— M-1B— adds to M-1A interest-earning checkable deposits at all 

depositary institutions— namely negotiable order of withdrawal (NOW)

J 7 T h e  removal of demand deposits due to foreign commercial banks and official 
institutions follows a recommendation of the Advisory Committee on Monetary 
Statistics. See Improving the Monetary Aggregates: Report, pp. 15-19.
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Table 1

New Measures of Money and Liquid Assets

Aggregate Component

Amount in billions 
of dollars

(not seasonally adjusted) 
November 1979

M-1A
Currency jy
Demand deposits—

372.2
106.6
265.6

M-1B
M-1A 2 /Other checkable deposits—‘

387.9
372.2
15.7

M-2
M-1B
Overnight RPs issued by commercial banks 
Overnight Eurodollar deposits held by U.S. nonbank 

residents at Caribbean branches of U.S. banks 
Money market mutual fund shares
Savings deposits at all depositary institutions _ 
Small time deposits at all depositary institutions— 
M-2 consolidation component4/

1510.0
387.9
20.3

3.2
40.4

420.0
640.8
-2.7

M-3
5/Large time deposits at all depositary institutions—

Term RPs issued by commercial banks
Term RPs issued by savings and loan associations

1759.1
1510.0
219.5
21.5

8.2

L 2123.8
M-3 1759.1
Other Eurodollars of U.S. residents other than banks 34.5
Bankers acceptances 27.6
Commercial paper 97.1
Savings bonds 80.0
Liquid Treasury obligations 125.4

Note: Components of M-2, M-3 and L measures generally exclude amounts held by domestic
depositary institutions, foreign commercial banks and official institutions, the 
U.S. Government (including the Federal Reserve), and money market mutual funds. 
Exceptions are bankers acceptances and commercial paper for which data sources 
permit the removal only of amounts held by money market mutual funds and, in 
the case of bankers acceptances, amounts held by accepting banks, the Federal 
Reserve, and the Federal Home Loan Bank System.

1/ Net of demand deposits due to foreign commercial banks and official institutions.
2/ Includes NOW, ATS and credit union share draft balances and demand deposits at 

thrift institutions.
*3/ Time deposits issued in denominations of less than $100,000.
4/ In order to avoid double counting of some deposits in M-2, those demand deposits 

owned by thrift institutions (a component of M-1B) which are estimated to be used 
for servicing their savings and small time deposit liabilities in M-2 are removed.

5/ Time deposits issued in denominations of $100,000 or more.
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accounts, automatic transfer from savings (ATS) accounts, and credit

union share draft balances— as well as a small amount of demand deposits

at thrift institutions that cannot, using present data sources, be separated

from interest-earning checkable deposits.—  ̂ The new M-2 measure adds to H-1B

overnight repurchase agreements (RPs) issued by commercial banks and certain
2 /overnight Eurodollars held by U.S. nonbank residents,—  money market 

mutual fund shares, and savings and small-denomination time deposits at all
o /

depositary institutions.—  Also, in order to avoid double counting of some 

deposits in this aggregate, the construction of the new M-2 involves sub

tracting a consolidation component— an estimate of those demand deposits 

thrift institutions use in servicing their savings and time deposit liabili

ties included in this aggregate.-^ Redefined M-3 is equal to new M-2 plus 

large-denomination time deposits at all depositary institutions (including 

negotiable CDs) plus term RPs issued by commercial banks and savings and loan

1/ M-1B is the same as the M-l measure that was proposed by the Board staff 
in January 1979. See "A Proposal," pp. 17-20.

2/ Overnight Eurodollars in M-2 are those issued by Caribbean branches of mem
ber banks. Other overnight Eurodollars and longer-term Eurodollars of U.S. 
residents are included in the broad measure of liquid assets, L. Data on 
overnight Eurodollars included in M-2 are available on a timely basis, but 
data on other Eurodollars— at both U.S. and non-U.S. banks abroad— are 
available only with a lengthy lag and do not permit a separation of over
night from term Eurodollars. As improved data sources become available, 
adjustments may be made to the new measures. For example, the possible 
inclusion of Eurodollars held by nonresidents other than batiks and official 
institutions could be reviewed. Moreover, with Eurodollar; data on a more 
timely basis, consideration could be given to including-Eurodollars of 
longer :than overnight maturities in a broader monetary aggregate, 
rather than only in L.

3/ Small-denomination time deposits are those issued in denominations of less 
than $100,000. Depositary institutions are commercial banks (including U.S. 
agencies and branches of foreign banks, Edge Act Corporations, and foreign 
investment companies), mutual savings banks, savings and loan associations, 
and credit unions.

4/ At present, because of the small amount of checkable deposits at thrifts, 
this M-2 consolidation adjustment removes all demand deposit holdings of 
mutual savings banks and savings and loan associations. See Section IV 
for a further discussion of consolidation procedures.
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associations.—  ̂ Finally, the very broad measure of liquid assets— L— equals

new M-3 plus other liquid assets consisting of other Eurodollar holdings of
2 /U.S. nonbank residents,— bankers acceptances, commercial paper, savings bonds,

3/and marketable liquid Treasury obligations.—

The relationship between the redefined and the old monetary aggregates

is shown in Table 2. As already noted, the new M-1A measure is very similar to

the old M-l and differs in excluding demand deposits owned by foreign commercial
4/banks and official institutions.—  M-1B thus differs from the old M-l by excluding

these deposits, on the one hand, and, on the other, by including other checkable

deposits at both commercial banks and thrift institutions. New M-2 is closer in

concept to old M-3, which included savings and time deposits liabilities at all

depositary institutions (other than negotiable CDs at large commercial banks),

than it is to old M-2, which excluded the public's holdings of savings and

time deposits at thrift institutions. The major differences between the new

M-2 and old M-3 measures are that new M-2 includes money market mutual

fund shares and overnight RPs and Eurodollars— none of which appeared in any

of the old monetary aggregates— and that it excludes all large-denomination

time deposits. The only large-denomination time deposits removed from the old M-3

(and the old M-2) measure were negotiable CDs at large commercial banks--amounting

to $95.9 billion in November 1979— while, as the table shows, it contained $151.2

billion of other large-denomination time deposits at both commercial banks

and thrift institutions. By including all large-denomination time deposits

at all depositary institutions, the new M-3 is closer in concept to the old

1/ Large-denomination time deposits are those issued in denominations of $100,000 
or more.

2/ See footnote 2, page 4.
3/ In general, the components of M-2, M-3, and L exclude amounts held by 

depositary institutions, money market mutual funds, the Federal govern
ment (including the Federal Reserve), and foreign commercial banks and 
official institutions. Marketable liquid Treasury obligations are those 
with remaining maturities of 18 months or less.4/ The new M-1A also Includes a very small amount of M-l-type balances at 
certain U.S. banking offices of foreign banks outside New York City,
u h l r l i  a r p  nnf- -fn f-ho n l  H M—1 .
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Table 2

Relationship Between New and

Aggregate and Component 
Old M-l
Less demand deposits of foreign commercial 
banks and official institutions

Equals: New M-lAr^
Plus other checkable deposits 
Equals: New M-1B

Old Monetary Aggregates

Amount in billions 
of dollars

(not seasonally adjusted) 
November 1979

382.6

10.4

372.2

15.7
387.9

Old M-2 945.3
Plus savings and time deposits at thrift institutions 664.2
Equals: Old M-3 1609.5
Plus overnight BPs and Eurodollars 23.4
Plus money market mutual fund shares „ , 40.4
Plus demand deposits at mutual savings banks— 1.0
Less large time deposits at all depositary institutions

in current M-3 151.2
Less demand deposits of foreign commercial banks and

official institutions „. 10.4
Less consolidation component— ' 2.7
Equals: New M-2 1510.0
Plus large time deposits at all depositary institutions 219.5
Plus term RPs at conmercial banks and savings and loan

institutions 29.8
Equals: New M-3 1759.1

Memo:
Old M-2 945.3
Plus negotiable CDs at large commercial banks 95.9
Equals: Old M-4 1041.2
Old M-3 1609.5
Plus negotiable CDs at large commercial banks 95.9
Equals: Old M-5 1705.4

If Also Includes a very small amount of M-l-type balances at certain U.S. banking 
offices of foreign banks outside New York City which were not in the old 
M-l measure.

2/ Demand deposits at mutual savings banks were not included in any of the old 
monetary aggregates.

3/ Consists of an estimate of demand deposits included in M-lB that are held by 
thrift institutions for use in servicing their savings and small time deposits 
liabilities included in the new M-2.
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M-5 measure than to the old M-4 (both shown as memo items on Table 2). Of 

course, the new M-3 aggregate is more inclusive than the old M-5, since it 

contains RPs, certain overnight Eurodollar deposits, and money market mutual 

fund shares.

Some of the new aggregates and their components will continue to be

published on a weekly basis while others will be available only monthly. The

publication schedule calls for publication of weekly and monthly data on the new

M-LA and M-lB measures.—  ̂Data on redefined M-2 and M-3 will be available only
2 /on a monthly basis, on a schedule similar to that of old M-3.— In addition, 

data on the domestic commercial bank components of the new measures, together 

with currency, money market mutual fund shares, and overnight Eurodollars, will 

be published on a weekly basis, while the other components will be available 

only on a monthly basis.

III. Underlying Rationale

The organizing principle underlying the redefined monetary aggre

gates is that of combining similar kinds of monetary assets at each level 

of aggregation. This principle has the largest impact on the new M-lB,

M-2, and M-3 measures. Thus M-lB combines checkable deposits at thrift 

instututions— NOW deposits, credit union share draft balances, and demand 

deposits at mutual savings banks--with demand, NOW, and ATS balances at

If The Federal Reserve intends to publish M-1A and M-lB on Fridays (except 
occasionally when holiday periods are involved), for the statement week 
ending nine days earlier.

2/ Monthly data on the new M-2 and M-3 measures normally will be published 
about 10 to 15 days following the end of the month. Because of lengthier 
delays associated with some of the other components of L, this aggregate 
will be published about 6 to 8 weeks following the end of each month.
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commercial banks.—  ̂ Ordinary savings and small-denomination time deposits 

at commercial banks and thrift institutions are included in the new M-2. 

Moreover, money market mutual fund shares, whose liquidity characteristics 

are most like those of savings accounts, are also included in this measure, 

as are overnight EPs and Eurodollars. M-3 includes large-denomination time 

deposits at both commercial banks and thrift institutions, as well as term

Two M-l measures were adopted primarily because of uncertainties 

that would arise during a transition period should legislation be enacted 

that permits NOW accounts to be offered nationwide. NOW accounts have prop

erties of both a transactions-type account and a savings-type account, and

thus newly opened NOW accounts would tend to attract funds both from house-
37hold demand deposits and from savings accounts and other liquid assets.—  

Evidence based on the NOW account experience in New England and New York 

State clearly indicates that during the transition period, when the bulk 

of NOW accounts was opened, growth in total NOW balances was buoyed by shifts 

from savings balances and other liquid assets. This suggests that during a

1/ The Federal Reserve intends to include the volume of travelers checks of non
bank issuers at the M-l level at some future time, once all major issuers 
begin submitting such data regularly to the Federal Reserve and once these 
data have been thoroughly reviewed. Travelers checks likely will be added 
to the new aggregates in conjunction with a benchmark or annual revision.

2/ Available evidence indicates that savings and loan associations are the 
only thrift institutions with a significant amount of RF liabilities out
standing. Moreover, nearly all of the savings and loan RFs are believed to 
be of the term variety.

3/ Turnover data on NOW accounts corroborate this point. The turnover rate of 
NOW accounts at both commercial banks and thrift institutions is approximately 
10 per year; for comparison, the turnover rate for ordinary savings accounts 
is about 3 per year and that of consumer demand deposit accounts is estimated 
to be about 35 per year.
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conversion period associated with nationwide NOW accounts, growth in M-1B 

could significantly overstate underlying growth in the public's transactions 

balances.—  ̂ M-1A, by contrast, would tend to understate such growth, as 

households converted demand deposit balances into NOW accounts. In practice, 

since the extent of shifting from demand deposits or other accounts to NOW 

accounts is uncertain, the availability of both M-l measures is expected to 

help in the interpretation of narrow money stock growth during the transit 

tion period, should NOW accounts be offered nationwide.

Some other financial assets have been recommended for inclusion 

at the M-l level, but for several reasons were not added in the new M-1A 

or M-1B measures. The most common recommendations have involved shares in 

money market mutual funds, RPs, and certain Eurodollars owned by U.S. resi

dents. Each of these assets has transactions-related characteristics. Many 

money market mutual funds offer their customers check-writing privileges—  

subject to a minimum amount per check which has typically been $500— while

balances placed in overnight RPs and in certain overnight Eurodollars are
2 /available for spending the next business day.—

1/ The problem of seasonal adjustment would also be magnified by nation
wide NOW accounts; the currency and demand deposit components of M-1A can 
be seasonally adjusted using historical data but historical data on NOW 
accounts and these other checkable balances appearing in M-1B are not 
yet sufficient for reliable seasonal adjustment. Conversions from demand 
deposit accounts to NOW accounts could also influence the seasonal be
havior of the demand deposit component of M-1A, should the funds shifted 
from demand accounts and those remaining have different characteris
tics.

2/ Only Eurodollars settled in same-day or immediately available funds meet 
this condition. By contrast, an overnight Eurodollar deposit arranged 
in clearing house funds is not available for spending for two business 
days. Because of time zone considerations and other conveniences, it is 
believed that the bulk of overnight Eurodollars arranged in immediately 
available funds is at Caribbean branches.
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However, these instruments also have attractive characteristics

as liquid investments and their behavior in many portfolios appears to

be influenced By such considerations. Evidence on turnover rates indicates

that balances in money market funds turn over much like balances in ordinary

savings accounts--about three times per year--and thus on the average

are not being actively used for transactions purposes.—  ̂ Professional

opinion currently is divided over whether RPs are mainly liquid investments

or transaction-type balances. Some observers hold that RPs are very similar

to demand deposits and that the unexpected weakness that has emerged

in the public's demand for M-l-type measures at times since the mid-1970s can

be traced largely to the behavior of RPs. Others stress that in practice

RPs are qualitatively different from demand deposits— that they are more

like other short-term investments— and that recent weakness in the public's

demand for the narrow money stock was not mirrored in any single liquid asset,
2/including RPs.—

1/ Furthermore, empirical research by the staff indicates that the addition 
of money market mutual fund shares to M-1B has not on balance enhanced 
the performance of this aggregate since mid-1974.

2/ For those studies emphasizing the transactions properties of RPs, see 
Peter A. Tinsley, Bonnie Garrett, and Monica Friar, "The Measurement of 
Money Demand,” (Board of Governors of the Federal Reserve System, Division 
of Research and Statistics, Special Studies Section, November 1978; pro
cessed); Gillian Garcia and Simon Pak, "Some Clues in the Case of the Miss
ing Money," American Economic Review, 69 (May 1979), pp. 330-34; and John 
Wenninger and Charles Sivesind, "Changing the M-l Definition: An Empirical
Investigation" (Federal Reserve Bank of New York, April 1979; processed).
An alternative Interpretation can be found in Richard D. Porter, Thomas D. 
Simpson, and Eileen Mauskopf, "Financial Innovation and the Monetary Aggregates," 
Brookings Papers on Economic Activity 1: 1979, pp. 213-29; Richard D. Porter
and Eileen Mauskopf, "Cash Management and the Recent Shift in the Demand for 
Demand Deposits" (Board of Governors of the Federal Reserve System, Division 
of Research and Statistics, Econometric and Computer Applications Section, 
November 1978; processed); and Thomas D. Simpson, "The Market for Federal 
Funds and Repurchase Agreements," Staff Studies 106 (Board of Governors of 
the Federal Reserve System, July 1979), pp. 43-58. A summary and evaluation 
of some research on this subject can be found in John H. Kalchbrenner, "Re
cent Innovations in Financial Markets and Their Relationship to Money Demand," 
paper presented at the XI Meeting of Technicians of Central Banks of the 
American Continent, Port-of-Spain, Trinidad, November 19-24, 1978 (Board 
of Governors of the Federal Reserve System, November 1978; processed).
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Nevertheless, In recognition of the increasingly prominent role 

played by these assets and their potential tranactions-related features, 

data on overnight KPs and Eurodollars and money market mutual fund shares will 

be conveniently shown in conjunction with figures for M-1A and M-1B on the 

first page of the weekly money stock release containing the money stock measures. 

Also, these items will be included in the new M-2 measure, as noted above.

In addition to money market mutual funds and overnight FPs and Euro

dollars, savings and small-denomination time deposits are included at the M-2 

level. Savings deposits and small-denomination time deposits have different 

liquidity characteristics.—  ̂ Nevertheless, recent innovations— most importantly 

the six-month money market certificate and more recently the two-and-one-half 

year variable-ceiling certificate— have substantially added to the availability 

of attractive alternatives to holding savings balances, have led to 
shifts from savings to these new time deposits at all depositary institutions.

In addition, the six-month money market certificate has tended to reverse a 

trend toward longer maturities of small-denomination time deposits and thus 

to increase the overall liquidity of such deposits.

The share of small-denomination time deposits at commercial banks 

has been affected by regulatory changes applying to the ceiling rates that 

commercial banks have been able to offer on certain time accounts relative to

1/ Customers can normally withdraw funds from ordinary savings accounts when 
they wish, often by telephone, although depositary institutions have the 
right to require a 30-day notification prior to withdrawal. Time deposits, 
by contrast, are subject to a substantial penalty for withdrawal prior to 
maturity.
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ceilings applicable to thrift institutions.—  ̂As a consequence, the historical

relationship between the public's demand for small-denomination time deposits

at commercial banks and at thrift institutions has been altered in ways that

cannot be fully determined at this time. Because small-denomination time

deposits at both commercial banks and thrift institutions are combined in the

M-2 aggregate, along with the savings deposit liabilities of both, shifts of

these kinds affect only the composition of M-2 and not its size or rate of

growth. Similarly, the growing availability of money market mutual 'fund shares

has tended to reduce the public's demand for savings and small-denomination

time deposits at commercial banks and thrift institutions, but such shifts

are captured within the new M-2 aggregate, inasmuch as it includes money market
2/mutual fund shares.— Furthermore, growth in new M-2 likely would not be 

affected much by conversions to NOW accounts, should they become available 

nationwide, because funds absorbed by these accounts would be drawn mainly 

from other kinds of accounts included in this aggregate.

1/ Thrift institution shares of small-denomination time deposits were augmented 
following the introduction of the six-month certificate by a regulatory 
ceiling that permitted them to offer the auction rate on six-month Treasury 
bills; by comparison, the ceiling rate on these deposits at coranercial banks 
was 25 basis points below the auction rate. However, in March 1979 the 
differential on money market certificate ceiling rates was removed--for 
aution rates on six-month bills in excess of 9 percent— and the commercial 
bank share of these deposits subsequently tended to expand.

2/ Empirical analyses by the staff indicate that the behavior of new M-2 in 
recent years has generally not departed far from what would be expected on 
the basis of longer-term historical relationships, in contract to old M-2 
and some other measures of money. See David J. Bennett, Flint Brayton, 
Eileen Mauskopf, Edward K. Offenbacher, and Richard D. Porter, "Econometric 
Properties of the Redefined Monetary Aggregates" (Board of Governors of the 
Federal Reserve System, Division of Research and Statistics, Econometric 
and Computer Applications Section, February 1980; processed).
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By including large-denomination time deposits, the new M-3 is most 

comparable to the old M-5 measure. The new M-3 aggregate also includes 

term RPs which have some similarities to large time deposits. The new 

M-3 definition is based on the view that large-denomination time deposits 

and term RPs substitute for each other in many portfolios and that these 

items, especially negotiable CDs, are relatively liquid.

The liquid assets, or L, measure adds to M-3 other liquid assets, 

held by the public. Some of these are liabilities of depositary institutions—  

term Eurodollars held by U.S. nonbank residents and bankers acceptances—  

while others are obligations of the U.S. Treasury— savings bonds and liquid 

marketable debt r The commercial paper component consists of obligations of a 

variety of issuers, both financial institutions and nonfinancial corporations.

Some observers note such a broad measure of liquid assets is especially 

meaningful because many financial Innovations in recent years have altered the 

public’s demands for narrower measures. They argue that these kinds of 

shifts are absorbed in a very broad aggregate, such as L, because reductions 

in demands for narrower measures of money are mirrored in increases in the demands 

for other components of the broadest measure, leaving demand for the total 

unaffected. Others who focus on the volume of credit view such an aggregate 

as better reflecting the amount of credit extended to the economy, both through 

the commercial banking system and through other channels.

V  Eurodollar deposits of U.S. nonbank residents other than those overnight 
Eurodollars that are already incorporated at the M-2 level might appro
priately be included in the new M-3 measure, since they share many charac
teristics with domestically issued, large-denomination time deposits.
However, lags on obtaining data on such Eurodollars are much longer 
than for the other components of this aggregate, and staff work suggests 
that estimations of this component based on information that might be 
available on an earlier schedule would be subject to large revisions.
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IV. Historical Behavior of the New Aggregates

An examination of the growth rates and velocities of the new measures

affords a better understanding of their behavior and their relationship to

the old measures.--^ Chart 1 shows growth rates of M-1A and M-1B in the upper
2/panel, and old M-l in the lower panel.—  All three narrow measures have 

generally moved closely together. In recent years, though, M-1B has tended 

to increase more rapidly than either M-1A or old M-l, because of growth of 

NON and ATS accounts. During 1979, for example, with shifts in mone

tary asset holdings in response to the availability of new deposit services,

M-1B expanded at a rate that was 2-1/2 percentage points faster than M-1A

and old M-l; this difference reflected conversions to NOW accounts in New York
3/State and to ATS accounts nationwide.—  Average rates of growth of these 

measures over two long time periods and several cycles are shown in Table 3.

The growth rates for all three have been very similar, both on a trend and a 

cyclical basis, except in the most recent expansion when, because of adjustment 

by the public to new deposit services, average annual growth in M-1B exceeded 

growth in M-1A and old M-l by slightly more than 3/4 percentage points. Should NOW 

account powers be extended to depositary institutions nationwide, a more sub

stantial differential in rates of growth between M-1A and M-1B could persist 

for some time.

1/ For econometric evidence on che new aggregates, see Bennett and others, 
"Econometric Properties."

2/ Appendix Table 1 contains growth rates for these aggregates annually 
over the 1960 to 1979 period and quarterly for the years 1973 to 1979.

3/ A portion of this differential in growth rates can be attributed to con
versions from demand deposit accounts to ATS and NOW accounts, and the 
remainder represents shifts from ordinary savings accounts and other 
liquid assets.
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Chart X

Rates of Growth of New and' Old M-l Measures 
(Quarterly, seasonally adjusted at annual rates)

Percent
12 Peak Trough

-3
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-3 II I I I I I I I I I I I  I I I I I I I I
1960 1962 1964 1966 1968 1970 1972 1974 1976 1978

Note: Peaks and trough', as d es igna ted  by the National Bureau of Economic Research.
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Table 3

Trend and Cyclical Behavior of Growth Rates of New and Old Measures of Money 
Average annual rates of growth in percent

Period
New
M-1A

New
M-1B

Old
M-l

New
M-2

Old
M-2

Old
M-3

New
M-3

Old
M-4

Old
M-5

1960-1979 4.9 5.1 4.9 8.3 7.6 8.5 9.0 8.1 8.8
1960-1969 3.7 3.8 3.8 6.9 6.2 7.0 7.2 6.5 7.2
1970-1979 6.0 6.4 6.1 9.6 8.9 9.9 10.8 9.6 10.3

Peek to trough—^

1960:2-1961:1 1.9 1.9 1.9 6.5 5.6 7.1 7.0 5.7 7.2
1969:4-1970:4 4.8 4.8 4.8 5.7 7.1 7.2 8.7 9.8 8.9
1973:4-1975:1 4.2 4.3 4.4 6.2 7.3 7.3 8.2 9.7 8.8

2/Trough to peak—

1961:1-1969:4 4.2 4.2 4.2 7.2 6.7 7.3 7.5 7.0 7.5
1970:4-1973:4 . 
1975:1-1979:4-'

6.8 6.8 6.9 10.8 10.1 11.4 12.9 11.8 12.5
6.2 7.1 6.3 10.6 9.1 10.3 10.6 8.1 9.7

1/ Averages of annualized quarter-to-quarter rates of growth. The base quarter for each calculation is the 
quarter following the peak (peak is first quarter shown).

2/ Averages of annualized quarter-to-quarter rates of growth. The base quarter for each calculation is the 
quarter following the trough (trough is first quarter shown).

3/ Data for 1979:4 are most recent qaarterly data available, and this quarter may not be a cyclical peak.
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The public’s demands for these M-l measures relative to the gross 

national product vary inversely with their velocities, which are shown in the 

upper panel of Chart 2. Shown in the lower panel is the Treasury bill rate, 

representing the return on a money market alternative to holding M-l balances.

Since growth in all three of these aggregates has been very similar, movements 

in their velocities have been very close, although the velocity of M-1B has 

risen less rapidly in recent years than the velocities of M-1A and old -M-l, reflec

ting shifts to NOW and ATS accounts of funds held in demand deposit accounts and in

relatively inactive savings accounts. Average rates of increase in these velocities 

over longer intervals of time and over cycles are presented in the first three 

columns of Table 4. During economic expansions, the velocities of all three mea

sures have tended to expand at annual rates in excess of 3 percentage points 

while in economic contractions levels of velocities of all three measures tend 

to decline or their growth at least slackens. Further, in more ^recent 'cycles the 

velocities of all three measures have expanded at suecessively more rapid rates.

Growth in the new M-2 measure is shown in Chart 3 (upper panel), 

along with growth in the old M-2 and M-3 aggregates (center panel)^ The 

bottom panel displays the differential between the yield on Treasury bills 

and the celling rate on passbook savings accounts at commercial banks which 

can be viewed as an indicator of the attractiveness of money market instru

ments relative to the interest-earning deposit components of these aggregates.

This chart illustrates that growth in new M-2 has tended to vary closely with 

that of old M-3 and, to a lesser extent, of old M-2. In addition, growth in

1/ Appendix Table 2 contains annual and recent quarterly growth rates for 
these measures.
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Chart 2

Velocities of New and Old M-l Measures 
(Quarterly, seasonally adjusted at annual rates)

Percent
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Note: Peaks and troughs as designated by the National Bureau of Economic Research.
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Table 4

Trend and Cyclical Behavior of Velocities of New and Old Measures of Money 
Average annual rates of growth In percent

Period
New
M-1A

New
M-lB

Old
M-l

New
M-2

Old
M-2

Old
M-3

New
M-3

Old
M-4

Old
M-5

1960-1979 3.2 3.0 3.2 -0.1 0.5 -0.3 -0.8 0.1 -0.6
1960-1969 2.9 2.9 2.9 -0.2 0.4 -0.3 -0.6 0.1 -0.5
1970-1979 3.6 3.1 3.5 0.0 0.6 -0.3 -1.1 0.0 -0.7

Peak to trough—^

1960:2-1961:1 -1.7 -1.7 -1.7 -6.3 -5.3 -6.8 -6.7 -5.5 -6.9
1969:4-1970:4 -0.3 -0.3 -0.3 -1.2 -2.6 -2.5 -4.1 -5.2 -4.3
1973:4-1975:1 1.5 1.4 1.3 -0.5 -1.5 -1.4 -2.4 -3.9 -3.0

2/Trough to peak—

1961:1-1969:4 3.1 3.1 3.1 0.1 0.6 0.0 -0.2 0.3 -0. 2
1970*4-1973:4,.
1975:1-1979:4-

3.6 3.5 3.5 -0.4 0.3 -1.0 -2.4 -1.4 -2.0
4.9 4.1 4.9 0.6 2.1 0.9 0.6 3.0 1.5

1/ Averages of annualized quarter-to-quarter rates of growth, 
quarter following the peak (peak is first quarter shown).

The base quarter for each calculation is the

2/ Averages of annualized quarter-to-quarter rates of growth. The base quarter for each calculation is the 
~ quarter following the trough (trough is first quarter shown).
3/ Data for 1979:4 are most recent quarterly data available, and this quarter may not be a cyclical peak.
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Chart 3

Rates of Growth of New M-2 
and Old M-2 and M-3 Measures 

(Quarterly, seasonally adjusted at annual rates)
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Note: Peaks and troughs as designated by the National Bureau of Economic Research.
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new M-2, along with growth of the two other measures shown, has been sensitive to 

the yield spread, tending to slow as market rates have advanced above deposit 

ceiling rates. The interest sensitivity of new M-2, however, can be expected 

to moderate in the future, if the proportion of this aggregate accounted 

for by components with yields that vary with money market conditions continues 

to expand. As shown in Chart 4, the share of new M-2 in money market certi

ficates has risen sharply since these accounts were introduced in mld-1978 

and the money market mutual fund and overnight BP and Eurodollar shares have 

also increased in recent years. By contrast, the M-1A and ordinary savings 

account shares have generally declined.

Trend and cyclical growth rates of new M-2 and old M-2 and M-3 are 

shown in the middle three columns of Table 3. Over longer periods of time, 

especially during economic expansions, growth in new M-2 has been faster than old 

M-2. In comparison with old M-3, growth in new M-2 has been moderately slower, 

except during the most recent economic expansion when sharp increases in money 

market mutual fund shares and expansion in overnight RPs and Eurodollars con

tributed to somewhat more rapid growth in new M-2.— ^

The velocity of new M-2, along with velocities of old M-2 and M-3, 

is shown in Chart 5« New M—2 velocity has shown very little trend movement 

over the past two decades, although it has displayed a tendency to vary directly 

with the spread between market rates of interest and regulatory ceilings.

By contrast, the velocity of old M-2 tended to increase, especially in 

recent years, while the velocity of old M-3 has shown a very slight tendency to 

decline over the 1960s and 1970s.—^

1/ During economic contractions, new M-2 has tended to weaken relative to old 
M-2 and M-3, mainly because growth in old M-2 and M-3 was buoyed by their 
large-denomination time deposit components.

2/ Trend and cyclical rates of growth of the velocities of these three mea
sures are shown in the middle three columns of Table 4.
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Chart 4

Principal Components of New M-2 
As a percent of total .. 

(Quarterly, seasonally adjusted—')

M-1A

Other checkable deposits

Savings deposits

Small time deposits 
(Excluding MMCs)

...................................................................................................

Money market certificates 
(MMCs)

Money market mutual fund shares 

Overnight

1960 1962 1964 1966 1968 1970 1972 1974 1976 1978

J Other checkable deposits, MMCs, money market mutual fund shares, and ove: 
RPs and Eurodollars are not seasonally adjusted.
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Chart 5.

Velocities of New M-2 and Old M-2 and M-3 
Measures

(Quarterly, seasonally adjusted at annual rates)
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Note: Peaks and troughs as designated by the National Bureau of Economic Research.
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The rate of growth of new M-3 is shown in Chart 6 (upper panel), 

along with rates of growth of the old M-4 and M-5 measures (center panel).

Also shown in the upper panel of Chart 6 is the rate of growth of L, the 

broad measure of liquid assets.—  ̂ Chart 6 illustrates that growth rates of 

new M-3 and old M-5, which are similar in content, have moved closely together, 

although expansion in new M-3 has generally exceeded that of both of its old 

counterparts. The disparity between growth in new M-3 and old M-4 and M-5 

widened in the late-1970s with sizable increases in RPs, money market 

mutual fund shares, and overnight Eurodollars; these items are components of 

the new M-3 aggregate but were not included in the old M-4 and M-5 aggregates.

Growth in total liquid assets, L, has been similar to— although 

somewhat steadier than— that of new M-3. In recent years, there has been a 

tendency for L to grow more rapidly than M-3 and other broad monetary aggregates, 

reflecting a growing proportion of liquid assets that is being issued outside 

domestic depositary institutions.

The velocity of new M-3 is shown in Chart 7, together with veloci

ties of L and of old M-4 and M—5. While the velocity of the new M—3 has 

generally declined over the period shown, in recent years it has displayed 

some tendency to level off. The responsiveness of new M-3— and the old M-4 

and M-5 measures— to changes in the interest rate spread was dampened by 

the removal of regulatory ceilings on some large-denomination time deposits 

in 1970 and on the remainder in 1973. The velocity of,L has also declined 

over the period shown.

1/ Annual and quarterly rates of growth of tihe new M-3 and L measures and the 
old M-4 and M-5 measures are presented in Appendix Table 3, along with rates 
of growth of their velocities.
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Chart 6
Rates of Growth of New M-3 and L and Old M-4 and M-5 Measures 

(Quarterly, seasonally adjusted at annual rates)

Note: Peaks and troughs as designated by the National Bureau of Economic Research.
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Chart 7

Velocities of New M-3 and L and Old M-4 and M-5 Measures 
(Quarterly, seasonally adjusted at annual rates)

Note: Peaks and troughs as designated by the National Bureau of Economic Research.^
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IV. Some Technical Issues

The new aggregates incorporate consolidation and seasonal adjustments. 

In addition, several new data sources are being used or will be used in their 

construction.

A. Consolidation

Consolidation adjustments have been made in the construction of each 

of the new measures, in order to avoid double counting of the public's monetary 

assets.—  ̂A major consolidation adjustment involves the netting of deposits 

held by depositary institutions with other depositary institutions. In construc

ting M-1A, demand deposits held by commercial banks with other commercial banks 

have been removed. The procedure also calls for the removal from H-1B of those 

demand deposit holdings of thrift institutions that are estimated to be used in 

servicing their checkable deposits, although at present the amount is negligible. 

Similarly, at the M-2 level all other demand deposit holdings of thrift institu

tions are deducted; currently that means all such demand deposits are netted from 
2/M-2.— Savings and time deposits held by depositary institutions are also appro

priately netted at the M-2 and M-3 levels.

The other major kind of consolidation adjustment involves removing

the assets held by money market mutual funds from several components appear-
3/ing in the M-2, M-3, and L measures.— These institutions issue shares to the 

public and use the proceeds to acquire a variety of liquid assets that are

1/ A discussion of consolidation issues can be found in Advisory Committee on 
Monetary Statistics, Improving the Monetary Aggregates, pp. 12-14, 31-27, and 
in "A Proposal," pp. 32, 40-41.

2/ It has been assumed that all demand deposits owned by thrift institutions are 
held to service their checkable deposits and their ordinary savings deposits. 
The portion of thrift institution holdings of demand deposits to be removed at 
the M-1B level is determined by the ratio of checkable deposits at thrift 
institutions to the sum of their checkable and savings deposit liabilities.

3/ In general, the components against which a money market mutual fund adjustment 
is made exclude holdings by depositary institutions, the U.S. Government 
(including the Federal Reserve), and foreign commercial banks and official 
institutions.
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components of the new M-2, M-3 and L measures. In order to avoid first count

ing these amounts as money market mutual fund shares and then counting them 

again as money market fund holdings of RPs, CDs, commercial paper, and so forth, 

holdings of each of these assets by money market funds are subtracted from the 

relevant components. Thus money market fund holdings of RPs are deducted in 

the construction of the public's overnight RPs that appear in M-2, holdings 

of domestic CDs are deducted from the large time deposit component of M-3, 

and holdings of each of the assets appearing in L are appropriately netted.

Each of the principal components of the new aggregates will be published 

on the money stock release on a consolidated--and not a gross— basis, as it 

appears in the new aggregates. Thus differences between the published M-lB and 

M-2 aggregates and the sum of their published components will equal the conso

lidation components associated with thrift institution demand deposits.

B. Seasonal Adjustment

The procedure for constructing the new aaaoomally adjusted aggre

gates has been to seasonally adjust each component— wherever possible— and 

then to sum each component in deriving the appropriate total. Some components, 

however, have not been seasonally adjusted because of insufficient historical 

data.—  ̂ They will be seasonally adjusted once adequate data are available.

The most important of the components that have not yet been seasonally adjusted 

(and the aggregate in which they first appear) are as follows:

1/ In some cases, even though data are available for a sufficiently long 
period to technically perform a seasonal adjustment, the series are 
dominated by strong trend and thus it is unlikely that actual seasonal 
patterns can be measured accurately.
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1. Other checkable deposits (M-1B)

2. Overnight RPs and Eurodollars (M-2)

3. Money market mutual fund shares (M-2)

4. Term RPs at both commercial banks and savings and loan 
associations (M-3)

5. Other Eurodollars held by U.S. residents (L).

A standard option of the Census X-ll program was used in the 

seasonal adjustment of the separate components of the new aggregates, 

following an examination of several alternative options. However, it 

should be noted that the overall issue of seasonal adjustment of the monetary 

aggregates has been under review by a panel of outside experts, The 

Committee of Experts on Seasonal Adjustment Techniques, under the chairman

ship of Geoffrey H. Moore, which is scheduled to report to the Board in a 

few months.—^

C. New Data Sources

Several new data sources are being used in connection with the 

redefined aggregates. Most of these new sources are associated with components 

that are either new or appear separately for the first time, and they have been 

obtained in order to improve the accuracy and the timeliness of the redefined 

measures. It is felt that with them the quality of monetary statistics for the 

new measures will be at least comparable to that of the old measures.

1/ Other .members of this committee are George Box, Hyman Kaitz, James 
Stephenson, and Arnold Zellner.
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A number of new data series began around year-end 1979 and some others 

are scheduled to begin in early 1980.—  ̂ The most important new data sources 

are shown in Table 5. Most of these are collected on a sample basis, and are 

then benchmarked to less frequent reports of condition in order to obtain 

timely estimates of the total volume of each item. A sample of nonmember 

banks is being used to estimate demand deposits, other checkable deposits, 

and small and large-denomination time deposits on a weekly basis. Similarly, a 

sample of mutual savings banks, which began to be surveyed in early 198Q, is 

being used to construct the various components of deposits at these institutions. 

In 1979, the Federal Home Loan Bank Board started collecting sample data three 

times a month from savings and loan associations on the various com

ponents of the new aggregates. A new sample of credit unions is scheduled for 

implementation in the spring of 1980 and should provide timely data on several 

components for these institutions. Data on money market mutual fund shares 

are being collected in a new weekly survey by the Investment Company Institute.

In addition, in a monthly survey this institute collects data on the industry’s 

holdings of various assets, for use in the consolidation process. Data on 

overnight Eurodollars at offices in the Caribbean are now being collected on a 

daily basis from all member banks with significant amounts of these deposits. 

Finally, a new daily report on selected federal funds and RP borrowings of 123 

large member banks serves as the basis for the overnight and term EP series.

1/ Other data sources are discussed in "A Proposal," pp. 33-40.
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Table 5

New Data Sources Being Used or Scheduled to be Used in 
Constructing the Redefined Monetary Aggregates

Component 
(Aggregate first 
appearing In)

Coverage Frequency Lag

Demand deposits (M-1A) 
Nonmember banks 1/ sample weekly (daily avg) 2-3 weeks

Other checkable deposits (M-1B)
Member banks (ATS & NOW) universe weekly (dally avg) 1 week
Nonmember banks (ATS & NOW) sample weekly (daily avg) 2-3 weeks
MSBs (NOW & demand deposits) sample weekly ( Wednesday) 2-3 weeks
S&Ls (NOW) 2/ 
Credit unions (share drafts)-

sample thrice-monthly 1 week
sample weekly (Wednesday) 2-3 weeks

Savings and small-denomination time deposits (M-2)
Nonmember banks sample weekly (daily avg) 2-3 weeks
MSBs sample weekly (Wednesday) 2-3 weeks
S&Ls sample thrice-monthly 1 week
Credit unions^/ sample weekly (Wednesday) 2-3 weeks

Overnight repurchase agreements (M-2)
Member banks 125 large member banks weekly (daily avg) 1 week

Overnight Eurodollars at Caribbean branches (M-2)
Member banks approx, universe weekly (daily avg) 1 week

Money market mutual funds shares (M-2) universe weekly (Wednesday) 1 week

Large-denomination time deposits (M-3)
Nonmember banks sample weekly (dally avg) 2-3 weeks
MSBs sample weekly (Wednesday) 2-3 weeks
S&Ls sample thrice-monthly 1 week

Term repurchase agreements (M-3)
Member banks 125 large member banks weekly (dally avg) 1 week

H

1/ In addition, data on demand deposits of U,S. branches and agencies of foreign banks would be collected on a 
regulatory report of deposits with an application of reserve requirements to these Institutions under the 
International Banking Act, At present, all U.S, branches and agencies of foreign banks report their deposits 
once each month and large institutions in New York City report deposits on a daily basis,

2/ Scheduled to begin in March 1980, Weekly sample consists of approximately 70 of the largest credit unions.
In addition, a sample of smaller credit unions will be collected once each month, as of the last Wednesday of 
the month.Digitized for FRASER 
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Appendix Table 1

Year^

Rates of Monetary and Velocity Growth for New and 
Old M-l Measures

Rates of Monetary Growth Rates of Velocity Growth
New M-1A New M-1B Old M-l New M-1A New M-1B Old M-l

1960 0.6 0.6 0.4 1.7 1.7 1.8
1961 2.8 2.8 2.8 4.3 4.3 4.2
1962 1.8 1.8 1.4 4.0 4.0 4.4
1963 4.0 4.0 4.0 2.6 2.6 2.6
1964 4.3 4.4 4.5 1.4 1.4 1.3
1965 4.4 4.4 4.3 5.8 5.8 5.8
1966 2.7 2.7 2.9 5.3 5.3 5.1
1967 6.4 6.3 6.4 -0.3 -0.2 -0.3
1968 7.4 7.4 7.6 1.8 1.7 1.6
1969 3.8 3.8 3.9 2.6 2.6 2.5
1970 4.8 4.8 4.8 -0.3 -0.3 -0.3 ‘
1971 6.6 6.6 6.6 2.7 2.7 2.8
1972 8.5 8.5 8.4 3.0 3.0 3.1
1973 5.7 5.8 6.2 5.2 5.1 4.6
1974 4.7 4.7 5.1 2.4 2.4 2.0
1975 4.7 4.9 4.6 5.1 4.9 5.2
1976 5.5 6.0 5.8 4.2 3.7 3.9
1977 7.7 8.1 7.9 4.2 3.9 4.0
1978 7.4 8.2 7.2 5.6 4.8 5.8
1979

2/Quarter—

5.5 8.0 5.5 4.2 1.8 4.2

1973--1 8.2 8.4 8.5 6.7 6.5 6.4
2 4.9 4.9 5.1 2.4 2.4 2.2
3 4.4 4.5 5.2 4.6 4.5 3.8
4 4.8 4.8 5.4 6.5 6.6 5.9

1974--1 6.7 6.7 7.3 -2.6 -2.6 -3.1
2 3.6 3.6 4.1 5.4 5.4 4.9
3 3.1 3.1 4.1 5.4 5.4 4.5
4 4.9 5.0 4.6 1.4 1.2 1.6

1975--1 2.6 2.9 2.0 -2.0 -2.3 -1.3
2 5.9 5.9 5.8 6.0 6.1 6.2
3 7.0 7.3 7.2 10.3 10.0 10.0
4 2.9 3.2 3.0 5.7 5.4 5.6

1976-— 1 5.4 5.7 4.6 8.4 8.1 9.2
2 5.8 6.3 6.4 1.3 0.8 0.7
3 3.4 3.9 4.1 4.3 3.8 3.6
4 7.0 7.6 7.4 2.4 1.8 1.9

1977--1 8.8 9.3 7.4 5.6 5.2 7.0
2 6.7 6.9 7.4 5.5 5.3 4.8
3 6.0 6.5 8.6 5.6 5.0 2.9
4 8.4 8.7 7.4 0.1 -0.2 1.1

1978--1 7.6 7.9 6.6 0.5 0.2 1.4
2 8.7 9.1 9.2 9.6 9.1 9.0
3 7.1 7.3 7.9 3.4 3.2 2.6
4 5.6 7.4 4.3 8.3 6.5 9.6

1979--1 0.2 4.8 -1.3 9.9 5.3 11.6
2 7.8 10.7 8.1 -1.2 -4.0 -1.5
3 8.8 10.1 9.7 2.6 1.3 1.7
4 4.7 5.3 5.0 5.1 4.6 4.8

1/ Fourth quarter over fourth quarter growth rate.
2/ Annualized growth rates based on seasonally adjusted data.
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Rates of Monetary and Velocity Growth for New M-2 
and Old M-2 and M-3 Measures

~ 33 -
Appendix Table 2

Rates of Monetary Growth Rates of Velocity Growth
Year^' New M -2 Old M-2 Old M-3 New M-2 Old M-2 Old M-3

i960 4.6 2.6 4.8 -2.3 -0.3 -2.4
1961 7.1 5.4 7.1 0.0 1.7 0.0
1962 8.0 5.9 7.7 -2.0 - 0.0 -1.7
1963 8.6 7.0 8.7 -1.8 -0.3 -1.9
1964 7.9 6.7 8.3 -2.0 -0.8 -2.2
1965 8.0 8.6 8.6 2.2 1.7 1.7
1966 4.9 6.0 5.4 3.1 2.0 2.7
1967 9.3 9.9 9.7 -2.9 -3.4 -3.3
1968 8.0 9.0 8.1 1.2 0.3 1.1
1969 4.2 3.2 3.6 2.3 3.2 2.8
1970 5.8 7.2 7.2 -1.2 -2.6 -2.5
1971 13.5 11.3 13.5 -3.5 -1.6 -3.5
1972 12.9 11.2 13.3 -1.0 0.5 -1.3
1973 7.3 8.8 9.0 3.5 2.1 1.9
1974 6.0 7.7 7.1 1.1 -0.5 0.1
1975 12.3 8.4 11.1 -2.0 1.5 -1.0
1976 13.7 10.9 12.7 -3.3 -0.9 -2.5
1977 11.5 9.8 11.7 0.7 2.2 0.5
1978 8:4 8.7 9.5 4.6 4.3 3.6
1979 8.8 8.3 8.1 1.0 1.4 1.6

Quarter^

1973--1 10.3 9.8 10.9 4.7 5.2 4.1
2 6.9 7.7 8.3 0.4 -0.4 -i.«
3 6.0 7.7 7.4 3.0 1.3 1.6
4 5.4 9.0 8.2 6.0 2.4 3.1

1974--1 8.0 10.3 9.6 -3.9 -6.1 -5.3
2 5.2 7.0 6.4 3.8 2.1 2.6
3 4.4 6.1 5.2 4.2 2.4 3.3
4 5.8 6.6 6.4 0.5 -0.4 -0.2

1975--1 7.8 6.4 8.2 -7.1 -5.7 -7.5
2 14.9 9.5 12.4 -2.7 2.5 -0.3
3 14.6 10.0 12.8 2.8 7.2 4.5
4 9.9 6.8 9.4 -1.1 .1.9 -0.7

1976--1 13.0 10.5 12.0 0.9 3.3 1.9
2 12.7 10.0 11.9 -5.4 -2.8 -4.7
3 11.3 8.9 11.0 -3.4 -1.1 -3.1
4 15.2 12.6 13.8 -5.6 -3.1 -4.3

1977--1 13.7 10.9 12.4 0.9 3.6 2.1
2 11.2 9.0 10.5 1.0 3.2 1.7
3 9.6 10.1 11.8 1.9 1.5 -0.2
4 9.7 7.9 10.1 -1.2 0.5 -1.6

1978--1 7.5 7.0 8.1 0.6 1.1 0.0
2 7.5 8.4 8.4 10.8 9.9 9.8
3 8.2 9.8 10.3 2.3 0.8 0.3
4 9.5 8.5 9.8 4.4 5.4 4.1

1979--1 6.3 2.8 5.3 3.9 7.3 4.8
2 10.2 8.8 7.9 -3.5 -2.1 -1.3
3 10.3 11.9 10.5 1.1 -0.5 0.9
4 7.2 8.9 7.8 2.7 1.0 2.1

1/ Fourth quarter over fourth growth rate.
2J Annualized growth rates based on seasonally adjusted data.
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Appendix Table 3

Year^
Rates> of Monetary Growth Rates of Velocity Growth

New M-3 New L Old M-4 Old M-5 New M-3 New L Old M-4 Old M-5

1960 4.8 3.5 2.6 4.8 -2.5 -1.2 -0.3 -2.4
1961 7.7 6.2 6.5 7.9 -0.5 0.9 0.6 -0.7
1962 8.8 8.0 7.1 8.5 -2.7 -2.0 -1.2 -2.4
1963 9.5 8.4 8.3 9.6 -2.6 -1.6 -1.6 -2.7
1964 8.9 7.3 7.8 9.0 -2.8 -1.4 -1.8 -2.9
1965 9.2 8.1 9.5 9.1 1.1 2.2 0.9 1.2
1966 5.2 5.5 5.5 5.0 2.8 2.5 2.6 3.0
1967 10.4 8.5 10.7 10.3 -3.9 -2.2 -4.2 -3.8
1968 8.7 9.5 9.3 8.3 0.6 -0.2 0.0 0.9
1969 1.5 4.4 0.1 1.5 5.0 2.0 6.4 4.9
1970 8.9 .6.5 10.2 9.2 -4.1 -1.9 -5.1 -4.3
1971 14.8 10.4 12.8 14.3 -4.6 -0.8 -2.9 -4.2
1972 14.0 12.9 12.3 13.9 -2.0 -1.0 -0.5 -1.9
1973 11.7 12.3 12.0 11.0 -0.5 -1.1 -0.8 0.1
1974 8.7 9.6 10.7 9.0 -1.4 -2.2 -3.1 -1.7
1975 9.4 9.8 6.6 9.7 0.6 0.2 3.3 0.3
1976 11.4 11.0 7.1 10.2 -1.3 -1.0 2.6 -0.3
1977 12.6 12.6 10.1 11.7 -0.3 -0.3 2.0 0.5
1978 11.3 12.3 10.6 10.6 1.9 1.0 2.5 2.5
1979 9.5 !!•&' 7.5 7.6 0.3 n.a. 2.2 2.1

Quarter^

1973— 1 14.0 14.0 14.2 13.7 1.0 1.1 0.9 1.3
2 11.7 12.3 13.8 12.2 -4.3 -4.8 -6.3 -4.7
3 11.2 11.8 11.0 9.6 -2.2 -2.7 -1.9 -0.6
4 8.0 9.1 7.0 7.1 3.3 2.2 4.4 4.3

1974— 1 10.1 11.0 11.4 10.2 -5.9 -6.7 -7.1 -6.0
2 10.6 11.1 12.8 10.3 -1.5 -1.9 -3.6 -1.2
3 7.7 8.4 9.9 7.8 0.9 0.1 -1.3 0.8
4 5.4 6.6 6.9 6.7 0.8 -0.3 -0.7 -0.4

1975— 1 7.2 7.1 7.6 8.9 -6.4 -6.4 -6.9 -8.1
2 9.4 9.5 5.5 9.5 2.6 2.5 6.5 2.5
3 10.7 10.5 6.2 10.1 6.5 6.8 U. l 7.1
4 9.1 10.7 6.2 8.8 -0.4 -1.9 2.4 -0.1

1976— 1 9.9 10.1 6.0 9.0 4.Q 3.7 7.8 4.8
2 11.3 11.1 6.0 9.4 -4.1 -3.9 1.0 -2.2
3 10.3 10.0 6.3 9.2 -2.5 -2.2 1.5 -1.4
4 12.1 10.8 9.5 11.8 -2,6 -1.4 - 0.1 -2.3

1977— 1 i.2.4 11.5 10.1 11.8 2.2 3.0 4.4 2.7
2 11.4 11.8 8.3 10.0 0.8 0.4 3.9 2.2
3 11.7 12.2 10.0 11.7 -0.1 -0.6 1,6 - 0.1
4 12.5 12.8 10.4 11.5 -3.9 -4.2 —1.9 -2.9

1978-rl 10.5 11.2 10.2 10.0 -2.3 -3.0 -2.1 -1.8
2 11.1 12.4 10.6 9.8 7.2 5.9 7.6 8.4
3 10.3 11.3 9.9 10.4 0.2 -0.7 0.6 0.2
4 11.5 12.2 10.1 10.7 2.4 1.8 3.8 3.3

1979— 1 7.9 10.4 5.4 6.8 2.3 -0.2 4.7 3.4
2 8.8 13.1 3.7 4.9 -2.2 -6.3 2.9 1.7
3 10.3 11.7 9.2 8.9 1.1 -0.3 2.2 2.5
4 9.8 n.a. 11.0 9.1 0.1 n.a. - 1.0 0.8

n.a.— Not available as data for December 1979 are incomplete. 
1/ Fourth quarter over fourth quarter growth rates.
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