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MONETARY AGGREGATES AND
MONEY MARKET CONDITIONS

Recent develcoments

(1) Rather than posting a small increase as expected at the time
of the last TOMC meeting, the narrow monetary aggragates fell sharply
in December. 1In the early weeks of January, actual M-1lA and M-13 were con-
siderably affected by shifts into NOW accounts, which were much larger than
anticipated. Other checkable deposits (OCD) in January--the first month of
nationwide NOW accounts--appear to be increasiag by about $16% billienm,
some $13 billion more than expected at the time of the last Committee
meeting.;/ Surveys of commercial banks and inspection of reported data
suggest that in early January four-fifths of the net OCD growth came from
demand deposits rather than the two-thirds previously estimated. Adding
back that proportion of OCD growth to M-14, and reducing M-1B by estimated
shifts from other assets to OCD, provide an estimate of the "adjusted"
growth in these aggregates, that is, growth as if nationwide NOWs had
not occurred. This adjusted growth can then be compared with the targat
paths that were specified to abstract from NOW account shifts. 4s shown
by the first two rows of each pamel ia the table on the next page, the
rebound in "adjusted" growth of M-lA and M~1B in January still left these

2/

aggregatzs well below target path levels,=

About 85 percent of the growth inm QCD occurred at commercial banks,
mainly in the first two weeks of the momth.

(=)
I

2/ All mometary aggregates data in this Bluebook reflect benchmark adjust-
ments, as described in Appendix I.



MONETARY AGGREGATIES

(December~January)
Levels Growth Ratas
($ billion) (SAAR) ,
Dec. Jan. L Dec. Jan. Lt/ Dec.=-Jan,Ltf
M=14
Target Pathgj 2/ 338.8 3%90.2 1.2 4.3 2.8
Adjusted Actual= 384.8 386.9 -11.1 845 -2.3
Actual 384.8 373.8 -1101 -34‘.3 -22'6
M-18
Target Pach® 416.1  417.7 3.2 4.6 3.9
Adjustad Actual= 4£11.9 414,.2 -5.0 6.7 -1,2

1/ January partially estimated
2/ Abstracting from impact of nationwide NOW's

(2) M-2 growth accelerated comnsiderably in January, as M-1B
strengthened and as money market mutual funds, whose posted yields came
to exceed market rates, increased by a record amount, However, growth
in M-2 for the December-January period was at only about a 5% percent
annual rate, less than expected at the time of the last meeting. Total credit
growth at large banks appears to have been strong in the early weeks of Jan-
uary, but business loans at these institutions grew at the lowest rate
since July., Although noniinancial businesses in January relied considerably
more on the commercial paper market as the spread between the paper and prime
rate widened further, total short-term borrowing by these firms appears to
have moderated; on the other hand, their capital markat financing increased
from the depressed levels of recent months.

(3) Growth in nonborrowed reserves was substantial over the past

two months. About two-thirds of the expansion was offset by a decline

1/ That is, adding back to savings accounts the proportion of OCD assumed
to have reflected shifts from savings accounts.
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Racent Growth in Reserve Aggregstas

(S4AR)
\ 1/ ,
Noverber= December January
X - =2/
Nonborrowed reserves -3.1 13.4 16.5+
Total reserves 18.1 1.5 6.2
Monetary base 7.3 4.9 £,0
Memo: $ mitlion)
Average level of adjustment 2/3/)
borrowing $2,059 $1,690 $1,362="=
Average level of 3/
excess reserves 8498 §552 $617=
1/ Excludes reserves required in association with reduction of weekend

reserve avoidance activities,

Includes in nonborrowed rsserves and excludes frem adjustment borrowiags
81% billion of specizl borrowiag for cne day by one bank in association
with transfers of funds to Iram,

3/ 1Includes data through January 28.

S
~

L} l »
several wee&s.—! The persistently large excess reserve levels are somewhat

-—ba
puzzling, but appear to be related to implementation of the Monetary Control
Act., The larger excess reserve holdings have been concentrated at mexzber

ouns of z concentration in particular Districts or by

|

ndicat

I

banks, with no
size of institution. Only a very small part of the higher excass resarves
that emerged beginning in November was held by nommember commerciszl banks and

thrif=s,

er
ier. See

1/ Targetad paths were adjustaed to reflect the incressed demands &
inl

excess reserves, as well zs other factors affecting the multip
Appendix II for reserve targecs and adjustments,



(4) 1In the first three wesks of January, despite the further
decline in sdjustment borrowing, the faderal funds rate remained high,
trading generally ia the 19 to 20 percent zome., More racently, the funds
rate has been in the 17 to 19 percent area, evem as borzowing ran aarkadly
above earlier levels. Short-term rates fluctuated considerably over the
intermeeting period, responding to published money stock data and other
economic news, COn balance, money market yields are 2% to 4 percentage
points below their highs in mid-December prior to the last TOMC meeting,

(3) Bond yields have moved in a pattera similar to short rates in
recent weeks and are currently % to 1 percentage point below their Decexmber
highs. Corporats bond issuance has recovered from the low November-December
level. The Treasury has continued to raise substantial amounts of new
money with coupon offerings--$11% billion over the past two months. In the
February mid-quarter financing just announced, the Treasury will raise another
$3% billion. Mortgage commitment rates have changed little since mid-December,
remaining around 14-7/8 percent.

(6) The dollar has risen more than 4 percentage points on a weighted
average basis since the last FOMC meeting, with most of the increase in the
last week; small declines against sterling and the yen were more than offset
by rises against continental European currencies. Developments surrounding
the Iranian settlement appeared to have little net effect on exchange
markets, U.S. authorities
sold $1.3 billion in official intervention over the period.

(7) The table on the next page shows seasonally adjusted amntal
rates of change, in percent, for selected wonestary and financial flows over

various time pericds.



Dec, '80 Jan. '3
aver over
1/ 1
1978t 1975t 1osol/  sase. 130 pec. '30
Nonborzowad raserves 6.3 0.3 7.8 10.8 15.0
Totgl reserves 6.2 2.6 7.1 L3 5.4
Mcnetary base 9.2 7.8 8.5 8.9 £,0
Concents of Monev
M-1A (Currency plus demand
deposits) 2/ 7.4 5.0 5.0 1.5 -34,3
(6.5)=
3 (M-1A olus other chackable
deposits) 8.2 7.7 7.3 3.3 16.3
(8.7)
M~2 (M-13 plus small cime and
saviags deoos*;;, money market
zutual fund shares and ovar-
night RP's and Eurodollars) 8.4 9.0 3.8 7.3 8.4
M-3 (M-2 plusg large time deposits
and cerm RP's) 11.3 9.8 10.0 11,5 12,1
Bank Credit
Loans aud investmeats of
all commercial banks 3/ 13.5 12.3 7.9 14.2 n.a.
Managed Lizbilities of Banks
{(Monthly average change in
billions)
Large time deposits 4,2 1.5 1.8 4.8 9.9
Zurodollars 0.6 2.1 -2.0 -0.7 n.a.
Other borrowings &/ 1.4 1.3 n.a. n.a. n.a.
1/ QIV to QIV.
2/ Other than interbank and U.S. Covernment.
3/ Includes loans sold to affiliares and branches.
L/ Primarily federal funds purchases and securities sold under sgreements to
repurchase,
5/ Adjusted for nationwide NOW accounts,
YOTE: All irems 3are based on averages of daily figures excepc for datz om total loans
and investments of commercial bamks, commercizl paper, and thrirft institucions--which
ara derived from either end-of-month or Wednesday statement date figures, Growth
rates Sor reserve measures in this and subsequent tables are adjusted to remove the
effect of discentinuities f£rom breaks in the series when resarve rca2quiresments are
changecd,



Alternztive Lonzer-Run Targsrs

(8) The December 3luebook contained 2z discussion of altaraative
longer-run monstary strategies for the 1981-83 ceriod, and their implicaticns
for eccacmic activity and prices., Agzinst that background, this Bluebook
focuses on possible alternztive gvowth rzmges for 1981 (QIV '80 to QIV 'S81)
which must be reported to Congress in February. Various ranges that might
be considered are shown in the table below, where the ranges abstract from
impacts of shifts during the year into NOW accounts (to be discussed in

paragzaph 11).

Alternative Memo:
Target Tentzative target target ranges Actual
ranges ranges for 1981 for 1981 growth
for 1980 announced in Julwy I TI in 1980
M-1A 3% to 6 3 to 5% 3to55 25¢to5 S.Ol/
M-1B 4 to 6% 3% to 6 35 to 6 3 to 5% 7.3L/
M-2 6 to 9 5% to 8% 7 to 10 6% to 9% 9.8
M-3 6% to 9% 6% to 9% 7% to 105 7% to 10% 10.0
Bank Credit 6 to 9 6 to 9 6% to 9% 6% to %% 7.9

1/ M-1A and M~1B growth in 1980 was affected by shifts from demand and
savings accounts to ATS/NOW accounts. The staff estimates that as a
result of larger-than-anticipated shifts actual M«1d growth was reduced by
about 1% percentage points more, and M~1B increased by sbout % percentage
point more, than had been assumed at the time the 1980 targets were estab-
lished. Adjusting for the effects of these unanticipated shifts, growth in
M-1A and M-1B last year would be about 6% and 6% percent respectively.

(9) The tentative target razges for 1981 adopted by the Committse
in July, shown in the second column of the table, incorporate one-half
percentage point reductions in the announced 1980 ranges for M-14, M-13, and
M=2, Alternative I also involves % percentage point reductions in the ranges

for 1981 for M-1A and M-1B, but presents higher ranges for the broader
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aggregates than tentatively adoptad. These higher ranges reflect the staff's

0q

current estimates of growth rates comsistent with the M-1lA and =13 targecs
and associated GNP and interest rate projections. Alternative II specifies

a one percentage point raduction from 1980 in target ranges for M-14 and M-13
as well as associsted estimates of comnsistant growth ranges for the other

(10) Alternative I underlies the staff's GNP projection for the

2]

current year. It implies the contrinuation of considerzble restraint on
economic activity, with real output projected to show little change over
1981; the rate of price increase is expected to decelerate in the course
of the year (though for the year as z whole remaining near the 1980 pace),
Interest rate levels that might be associated with that alternative are
shown in the table below, which assumes that nominal GNP over the year
expands by about 9% percent.l/
Projected Interest Rates for 1981

Associated with Altermative T
(Quarterly Averages, Except as Notad)

Dec.-Jan, QI QII 111 oLV

Federal funds
rate 19% 18% 163 18 18%
3-month bill rate 15 15 14 i5% 16%
Corporate bonds 14% 14 13-7/8 14-1/8 14%
Mortgage rate 14% 14-7/8  14-7/8 15 15-1/8

2

According to the Board's quarterly econometric model, altermacive I implies
around a 2% percentage point downward shift in money demand. On the other
hand, a modification of this model to include the effects of changiag cash
management techniques induced by high market rates of interest, suggests

a slight upward shift in money demand associated with the staff's GNP and

interest rate projectionms.,
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(11) The lenger-rum alternatives presented in paragraphn (8)

abstract from the izpact of nationwide NOW accouncs, waich will, of ccurse,

depress actual M-1d growth znd inflate M-13 expansion, Implied raanges for

the actual growth in the narrow aggregates under altarumatives I and II that
take account of the expected amount of shiftiag into YOW accounts are shown
in the table below; shifts would not affect M-2 and M-3 to any significant
extent. The size of NCW-account distortion depends on the assumed growth in

QIV 80 to QIV '81 Alternmarive Targzets
(Including the affsct of ATS/NOW Accounts Shifis)

Ale. T Ale, IT
M-14 L3 to =2 =5 to =2%
M-13 6 to 8% 8% to 8

OCD and is also highly semsitive to the proportion of shifts from demand
deposits and other assets, mainly savings accounts. In the December Bluebcok,
the staff had assumed that the midpoint of the range of likely growth in 0OCD

over 1981 was sbout $23 billion and that about two-thirds of the growth of OCD

2

would represent shifts from demand deposits and cne~third shifcts from other

Fh

assets. In view of the very large inflows into NOW accounts during January,
the staff has raised the midpoint of the ranges of likely growth in OCDs to
about $40 billion (on the assumption that about half oI the shift for the yesr
has already tzken place). In addition, the staff now assumes that, by early
spring, the proportion of NOW growth representing shifts from demand deposits
will be gradually reduced from the 4/5 zstimatad for Jamuary to the 2/3
originally assumed; this reflecrs an expectation that the bulk of large demand

deposit holders will have shifted by the end of the first quarter. Give

{3

these assumptions, the actual growth ranges for M=-1lA and M-1B over 1981

consistent with those that abstract from shifts to OCD should be about



-

7% percentaga points lower for M-1a and 2% percemtazge points higher

(n])
o]
(a1

M~13, As additional information becomes available about the extent and
sources of NOW account growth, adjustments will be made to keep the zctual
ranges consistent with the "effective” targets set by the Committee.

Short-run alternatives

(12) Alternative policy approaches to the first three months
of the year are shown below for Committee consideration. Growth rates for
M-13 and M-13 are specified abstracting from the izpact of nationwide NOW
accounts, Actual grewth rates that would be consistent with these targecs
will of course depend on flows into NOW accounts. The staff's current
estimates of such actual measured growth are shown in parentheses in the
table on pp. 10 and 11, which also contains additicmal and more detailed

data on the various aggregates,

Alt, A Alt. B Alt, C
Growth frem December to March
M~13 7% 6% 4%
M=1B 73 6% L%
M-2 8% 8% 8
Implied growth for January-~March
M-1A 8 6% 3
M-1B 7% 6% 3
M=2 8% 8% 7%
Intermesting federal funds
rate range 14 to 20 15 to 21 16 to 22

(13) As shown in the upper panel of charts 1 eand 2 on the following
pagaes, alternative A is based om growth in M-14 and M-1B at a rate that would

bring che level of these aggregates by March to the midpoints of their

tentative longer-run ranges adcpted in July, This implies growth in M-1B
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Chart 3
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Alternative Levels and Growth Rates for Key Monetary Aggregates

1981 ~~January
February
March

Growth Rates

Monthly

1981 ~-February

March

December '80 =~
March '81

January '81 -
March '81

Quarterly Average

1980--Q1V
1981--QL

Ale. A

386.9
389.6
392.0

8.4
(-10.6)

7.4
(0.0)

(-1

M-1B

AlL. A Alt. B Alt. C
414,2 414.2 414.2
417.1 416.8 415.8
419.5 418.8 416.8
8.4 7.5 4.6
(14.1) (13.2) (10.3)
6.9 5.8 2.9
(9.9) (8.8) (6.0)
7.4 6.7 4.8
(13.6) (12.9) (11.0)
7.7 6.6 3.8
(12,1) (11.1) (8.2)
10.8 10.8 10.8
3.8 3.5 2.5
(8.6) (8.3) .4

NOTE: GrowLh rates shown In parentheses include the assumed NOW accounts impact,
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Alternative Levels and Growth Rates for Key Monetary Aggregates (cont'd)

M-2 M-3
Alt. A Alt, B Alt. C Ale., A Alt. B AlL. ©
1981-~January 1686.3 1686.3 1686.3 1982.5 1982.5 1982.5
February 1699.1 1698.7 1697.5 1999.3 1999.0 1998.0
March 1711.0 1710.0 1707.6 2011.2 2010.4 2008.4
Growth Rates
Monthly
1981~~february 9.1 8.8 8.0 10,2 10.0 9.4
March 8.4 8.0 7.1 7.1 6.8 6.2
December '80 -
March '81 8.7 8.5 7.9 10.5 10.4 10.0
January '81 -
March ‘81 8.8 8.4 7.6 8.7 8.4 7.8
Quarterly Average
1980--Q1V 9.2 9.2 9.2 11.7 11.7 1.7
1981--QIL 7.6 7.4 7.1 11.4 11.3 11.1
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given the shortfall that developed in December. Altermative 3 achieves

-1
[

the midpoint of the altermative longer=-run pach by March, and Implies

growch in M~13 at a3 6% percent znnual rate over the first three months cf

1/

the year. Alternative C accepts the December shortfall, at least for the
first quarter, and specifies from that lower base the same growth rate in

the narrow aggregatas ov

1]

r the first thres months of the wazr that had been
adopted by the Comaittae at its December meeting, This alternative implies

relatively slow growth in February and March, as shown in last column of the
middle panel of the table on page 9.2/

(14) We have assumed that funds will flow into OCD at a progressively
slower pace in February and March--increasing about $1% billion and $750 million
per week in those months, respectively. (In the first week of January OCD
increased by about $9% billion, but in the last week of the month such accounts
are estimated to have risen only sbout $2% billion,) On these assumptions
actual growth in M-13 would be reduced by about 13% percentage poiats over

February and March and M~-13 growth would be increased by about 4% percentags

points., This would wmean, for instance, that undexr zlternmative A actual M-1a

1/ CUnder alternatives A and B, M-1A would grow at the same rates as M-1B over
the December to March period. This seeming asnomaly (whereby M-1B does not
grow % percentage point faster than M-lA) is simply the arithmetic result
of the particular relationships of these zggregates in December 1980 to
their QIV '80 averages.

2/ All of the short-rua altermatives i
lower thzan would havs been attained
December at the 3.2 percent rate pro
FOMC meeting (instead of declining 9 n
annual rate targeted for the first three mon 8l. GCrowth of M-1B
ia February and March would have to be about ent at an annual
rate to attain the March level implicit in the Committee's Decsaber
decision.

h iavel of M~1B that is
e had grown in
me of the December

at a &* parcent
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would decline &z a 53k percent annual rats, and sctual M-13 incresse 3t a

12 percent rate, 4As can be sesen in the lower pznels of charts 1 and 2, the
relatively large degree of shifting in the early =meanths of 1981 resulcs in
a temporary deviation of agtual M-1d and M-13 growth fvom their expecrced
ranges for the year.

(15) Under 211 three alternatives, the growth of M-2 over the

first quarter would ofiset the December shortfall znd leave this aggregzate
in March at a level in the middle to upper part of the Committee's tentative

long-run growth rangs for 1981, See the upper panel of chart 3,) CGrowth
(=] - i~ & Fy

-

in the non-transactions component oI M-2 over the next two months is expected

«

to be buoved by the growth of money market funds, which projectad to be

o

relatively strong as MMMF yields remain high in comparison to market rates
Growth of bank credit and, conseguently, the issuance of large CDs is
expected to moderate in the months zhead from the recent very rapid pace,
contributing to some deceleration of M-3 expansion in February and March.

Nonetheless, as shown in the lower panel of chart 3, owing to the relatively

.

high current level of M=3, such growth will lasave this aggregate in March

above the upver erd of the tentative lomger-run range under all of the
short~run alternatives

(16) All of the altermatives imply a substantial slowing in
growth of the tramsactions-releatad aggregates om a quarterly average basis
in the first three months of 1981, TFor example, implied quarterly average
growth in M-1B ranges from a high of 3% percent under slternative & to g low
of 2% percent under alternative C. This suggests substantial monetary
restraint agzinst a projectad expansion in nez=insl GNP fer the quarter at am

annual rate of more than 13 percent. The sizsble implied velocity increases
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would indicate little roca for further short-cerm iaterest rats daclines.

q

Under zltarmative A, rates might be near, or perhaps a bit below, current
levels over the balance of the quarter., Alteraative 3 might involve somewhat
higher interest rates, while zlternative C saexs quite likely to entail zn
increzse in interest rates over the balaunce of the quarter. 0f course,
great uncertainty attaches to these interest rate projections, with market
reaction to the forthcoming economic program of the new Administration
likely to be a critical factor in near-term rats movements,

(17) The aggregate specifications of alternative A would appeax
to involve growth in total reserves at a 1% percent annual rate from January

aall

(a7
[{)]
ft

to March, and, as noted earlisr, only 3 ne, if an in the funds
3 2 o’ J

D)

rate from the recent trading rangs of 17 to 19 percent, While an average
level of borrowing at the discount window of about S$1% billion might be
associated with attaimment of the alternmative A specifications, borrowing
demands have been erratic recently~--with the funds rate first staying high
as borrowing declined and then falling as borrowing rose. Over the next
two months total reserve growth under altermative B would be only % percent
at an annual rate and reserves wculd degline at a 3 percent annual rate
under alternative C. Under both aglternatives relatively more reserves
would be expacted to be provided through borrowing at the discount window,

given the current discount rate structure and assuming that these alternma-

tives involve some upward short-term interest rate pressurs. Under

\l-l
=

alternative B, borrowing =might be $1% billiom, or a little less, and uander

alternative C $1% billiom or a little more.

(18) Credit demands over the months immediately ahead are expected

..

to remain substamtial. Business credit demands are projected to be well
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maintzined; however, ralati-
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e to the fourth quarter of lasc vesr, morsz ©
the borrowing may De shifted to bond markets with less occurriag at barnks. Bu
should iztsrest zates agaiz begin rising, business firms coulé once more
postpone capital market financing and temporarily increasse reliznczs on banks
and the commercial paper market. The market will also have to absocrb s
sizable amount of new Treasury issuas for cash over the next twc months
(perhaps $8% Yillion of new bills snd 810 biliion of intermediate-term bonds)
pefore the seasonal swing to budget surplus in the sacond quarter,

(19) Given these credit demends, loager-term bound yields are not
likely to cecline significantly over the weeks zhead., And there cculd be
sowe ingrease 1f short-term rates were to rise in ccnssquence of restrainc
on reserve growth in lime with short-run money targets. Any rise ia bond
rates under such conditions may be limited if borrowers backed away from the
market in anticipaticn of more receptive conditions later., Reactions to the
Alministrations' forthcoming econmomic program will also stromgly influence
longer-tarm rates. The possibility of a significant rise in lounger-term
rates cannot be discounted if tax cuts are in prospect without accompanying

s

near~-tern expenditure cutbacks, but a rally in markets may develop if con-

incing signs of a move to fiscal restraint emerge or if evidence of econcmice
weakness begins to cumulate.
(20) Should market rates remain near current levels, or even fall

-

slightly, conventional home mortgzge ratas likely would remain around 15

e

percent; if market rates were to move back toward the recent peak levels,

o5

however, mortgage rates could well move significantly higher. In any

r
(8]

event, housing activity and worrgage credit flows would be expected

1980.

o
(21

mederate in the curxrent quarter £zdm the pace of the fourth quarter

E
A
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attained will cut further inco housing damand. At thz sams time, the

willingness of thrift iastitutions to extend new mortgage commitments
limited by their ccacern about the cost and size o

The severe pressure on earnings margins o

posit flows,
nterast rates ware to

would contianue even if market
drop appreciably in
creatad by recent

or S&Ls and ¥S3s in

H

£ the
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ack Benchmarks

During the Iintermeeting period money stock measures and relzated

B}

data were benchmarked to the December 1579 and March 1980 cz2ll reports., I

[a

D)

addition, daily deposits data from all nonmember comme

ct

(4]
(§]
e
1
fo
o
o
[n}
12
(7}
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1
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rt
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"t
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‘—l

dapogits greater than $15 million as of December 1979 were incorporated

. .1/
into the series,~ These nonmember banks have been reporting dailjy

'~<.
[aN
[

3
(o}
w
(2
+
[

m
rt
1

data since November of last ve 2 conjunction with the implementation of ti

Monetary Control Act of 1980, This revision also includes revised sstimate

[74]

of deposits at credi:t unions and other wminor deposit items at all thrift
institutions. In addition, the revision inccrporates benchmarks for overnight
and term RR's and the "L" series--M-3 plus other liquid assets--nzs been
revised back to late 1969 to incorporate new estimates of term Eurodollar
assets of U,S, nonbank holders,

.

The benchmark adjustments had only minor impac

()

cn the levels of
M-14 znd M-13, The level of M-14 was raised $100 million in December 1979

and lowered $%00 million

I-'-

2 April of 1980. 3y the end of

-t

980 the dcwnward
adjustment was only $500 million. Benchmark adjustments raised the level of
M=13 about $500 million at the end of 1979 znd zbout $1.0 billion at the end
of 1980, The M-13 adjustment reflects faster growth in the other checkable
deposits component (NOW/ATS and share draft deposits at credit unioms).

The net adjustments to M-2 and M-3 were somewhat larger, on average,
The level of M-2 was raised roughly $500 million in late 1979 znd nearly

$5,0 billion in lats 1980, M-3 was unchanged in lates 1979, but by the end

l/ Deposits of nonmember banks with less than $15 million in total depesits
will continue to be estimated from call report data until data from
quarterly revorting, which began with the week ending January 21, are
available, Data from these reports are not expected until mid-February,
however,



+

ke major Zactors contriburing to these urswerd adiustiments ware revised
estimates of RP cocxponents based on March call report data. In addition, the
net adjustments reflect stronger savings deposits and wezker small-tize
deposits, M-3 also reflects a downward revision in the large time deposits
at banks compoment., The average level of the "L" series was raised sub-
stantially in 1980 reflecting the adiustments to M=-3 plus a S12 billion

increase Ia the tarm EZurcdellar component, As indicated, the Zurodollar

-de

adjustments were carried back to lzte 19692 with the emounts addsd cdecreasing

.+

over time. These adjustments reflect Zurodollar CDs neld iz custody by banks

.

n London for the account of banks in the U,S. which are beneficially owned

[

by nonbank U.S., residents.

Table I-A chows the impact of the benchmark adjustments on M-1A
and ¥-13 growth rates. As the table shows the impacts on growth rates were
minimal for the vear as 3 whole, M-1A for the year 1980 was about unchanged

acd M=-1B growth was raised less than 1/4 of a percentage point. The growth

o)

[aW

slightly. The revised series sh

9]

ere modifie w a

<3

patterns over the year v

rh
[EN

bit less growth in the rst half of 1580 and slightly faster growth in the

second half of the year. Changes in monthly growth rates were generally
small with the largest change in M-l growth occurring in April of last year,
Table I~3 shows M~=2 and M-3 growth rates on zan old and z revised

Y 1

basis., For these series the izpacts of the benchmark zdjustments were

also smzll



CCMPARISON OF JLD AND REVISED Mi-4 LD 1-3 CFROWTHE TATES
(percent znnuzl raza2)
Mi-A Mi-
01d Revised 01d
Annua;i/
1979 5.0 5.0 7.6
1280 3.1 5.0 7.1
Quartcerly Averzaze
1980 QI 4.8 4.6 5.9
Qil -3.9 -4 .4 -2.4
QIII 11.0 11.5 13.3
QIv 8.4 8.1 10.9
Monthly
1983  January 3.6 2.6 5.3
February 9.4 9.4 9.9
March -1.9 -1.9 -0.3
April -17.7 -20.0 -14.1
May 0.7 1.3 -1.2
June 11.4 12.4 14.6
July 7.8 8.4 11.1
August 19.3 19.3 21.8
September 12.86 12.3 15.8
October 9.4 2.1 11.5
Novenber 6.8 6.5 9.3
December -11.1 -11.1 -9.0

1/ QiIV ave
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Monthlv
1980  January
February
March
Anril
May

June
July
August
September
Ocrober
NYovenmber
December

TABLZ I-3
COMRARTISON OF OLD AND RIVISZID -2 AND M-2
(percant annual ratsy
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RESZTRVE TARGETS AND RELATED MEASURES
Intermeeti Pericd
($ millionz, not seascnzlly adjusted)
Targets for !
LeWeek Averages
Dec, 24 to Jan, 12
Non- Projections for &-week Averagas
Total borrowed Total Required Excess Adjustmenc
Reserves Reservas Resexves Reserves Reserves Jorxowing
(1) (2) (3) (£ (5) (3)-(2)
As of
December 19 &0,948 39,448 £0,943 £0,348 &G0 1,500
(F0MC Meetingz)
1 1 ,
December 26 41,048—/ 39,548~/ 40,991 40,509 482 1,443
. Y 22/ o h s s ,
January 2 431,148~ 39,648+ 40,971 40,446 525 1,323
3/ 3/ cn o s -
January 9 41,338 39,838~ 41,168 £0,529 639 1,330
Targets for
3-Week Averages
Jan, 21 to TFeb, 4 Proiections for 3-week Averages .
January 16 42,041 40,541 41,740 £1,240 500 1,159
; 4/ &/ )
January 23 41,841~ £0,341~ 41,509 40,964 545 1,168
January 30 41,841 40,0612/ 41,427 40,939 488 1,366
1/ Total and nomborrowed reserves path adjusted upward by $100 aillion on December 26,
1980 to account for changes in multiplier relacionships.,
2/ Total and nonborrowed reserves path adjusted upward by $100 wmillion on January 2,
1981 to account for changes in multiplier relatiomships.
3/ On January 9, 1981 total and nouborrowed reserves path adjusted upward by $190
million to zccount for further changes in multiplier relatiomnships.
&/ Total and nonborrowed reserves path adjusted downward by $200 million on
January 23, 1981 to account for changes in multiplier relatiomships.
5/ Adjusted downward to reflect the large unexpected rise in demand for borrowing in

the week ending January 28,



STRICTLY CONFIDENLIAL (Y'R)
CLALs (1- Fotie

FARLE L
SuLCLEh INTEREST RATES
(Percent )

Short-term I T T yongoteym T [
. Federal Treagury Bills Cha Cogua Bank U,5, Govt, Constant Coip, -Asa Hun{ ~ _Mome Mortpapes
Pecfod funda Secoudary | Paper | Prime Miturily Yields Uity cipal Primary | Secondary bt
Market Auctiopn Market 3-mo Rate New Recently |Bond Conv, LA GHlA
- | 3-mo 1-yx _ H-mo 3-mo _ J-yr 10-yr 30-yr Iusue  Olrered  fluyer ¢ _ Auc, | e,
ay @y (X) &3 ) W T )] ) eyT Tan u (11} (14) (15) (6)
1979--Iigh 15,61 12.60 11.89 12,65 14.53 14.26 15.75 11.68 10,87 10,42 13,50 1145 7.78 12,90 13.29 1.7
Low 9.91 8.85 B.64 8.87 3.84 5,66 11.50 8.76 8.79 8.82 9.40 9.39 6.08 10, 38 10,42 9.51
1980--High 19 83 16.73 14.39 15,70 200,58 19.74 21,50 14.29 13.136 12,91 14,51 15,03 10,56 16, 15 1% 4} 41
Tow 8.68 6.49 7.18 6,66 8.1} 7.97 11,00 8.61 9.51 9.54 10,53 10,79 7.11 12,18 12,28 to. 21
1979--1rc, 11.78 12,04 10.92 11,85 13,43 13.24 15.130 10,71 10,39 10,12 11.25 11,33 7.22 12.90 12.49 11,135
1980--Jan, 13.82 12,00 10.96 11.85 13,39 15.04 15,25 10.88 10,80 10.60 11,73 11,77 7.35 12, 48 12.91 11.94
Feb, 14,13 12,86 12,46 12,72 14,130 13.78 15.63 12,84 12,41 12,13 13.57 13,15 B8.16 13.03 14.49 11,14
Harx, 17.19 15,20 14.03 15,10 17.57 16.81 18.31 14.05 12.75 12,34 14,00 13,90 9.17 15,28 15,64 13.19
Apr. 17.61 13.20 11.97 13,62 16,14 15.78 19.77 12,02 11.47 11.40 12.90 2.9 8.613 16.1) 4. 61 12,64
May 10.98 8,58 8.66 9.15 9.79 9.49 16.57 9,44 10,18 10.36 1158 11,64 7.59 14,26 12.84 11,30
June 9,47 7.017 7.54 7.22 8,49 8,27 12.613 8.92 9.78 9.81 10,96 11,00 7.63 12.71 12,15 i1.07
July 3.03 8.06 8.00 8,10 8.65 8.41 11,48 9,217 10.25 10,24 11.60 11,41 8.12 12,19 12 66 11.53
Aug, 9.61 9.13 9.39 9.44 9.91 9.57 11.12 10.63 1110 11.00 12.32 12.31 8.67 12.56 13,92 12,34
Sept, 10,87 10,27 10,48 10.55 11.29 10.97 12.23 11,57 11.51 11.34 12,74 12,72 8.94 13.20 14.17 12.84
Oct, 12.81 11,62 11,30 11,57 12,94 12,52 11,79 12,01 11.75 1t.59 13,18 13.1) 9.11 13.79 14.95 12,94
Nov. 15.85: 13,73 12.66 13,61 15.68 15.18 16,06 13.31 12.68 12.37 13.85 13,91 9.56 14.21 15,518 13.55
Dec, 18,90 15,49 13,23 14,77 18,65 18.07  20.3 13.65 12.84 12.40 14,51 14.39p 10.11 t4. 719 15.21 13,62
1980~--Nov, 5 13,99 12.96 12,41 13,27 14,43 13,81 14,50 13.07 12,50 12.27 -- 11,97 9. 64 14,08 ~- 13.42
12 14,65 14,30 12,32 13,1 15.17 14.80 15.50 13.18 12.74 12.5% - 13,72 9.50 14,18 15.57 11.61
19 15,22 13.62 12.48 13.92 15,17 14,85 15.82 11,16 12,67 12,15 13.85% 13,01 9.50 14,28 -~ 13.67
26 17.43 14,21 13,03 14,03 16,54 16,04 17.00 13,52 12,11 12.29 -- 14,02 9.61 14,28 15.49 11,49
Dec, 3 17.72 14,67 13.43 1455 17,34 16,81 17.96 13.74 12.88 12,44 - 14,16 9.84 th. 43 - 13.75
10 16,82 16.17 131.59 15,07 18.73 18,02 19.07 11,93 12,98 12.53 14,51 13.01 10,42 14,83 15.50 13.79
17 19 81 16.73 13,89 15.42 20,58 1924 20,29 14,27 13.36 12,91 -- 14.25 10,56 14.95 -- 14.01
24 19,44 15.03 12.80 14,03 18.53 18,32 21,43 13.35 12.55 12,09 - 14.20 9.99 16,95 14,92 13,24
31 18.45 14,26 12,32 13,41 17.21 {6.60 21,50 12.86 12,32 11,91 -- 14,15 9.76 14.95 -- 1B PR}
1981--TJun, 7 20,06 14,06 12,15 13.18 16.34 15.63 20,64 12.5% 12.27 11.81 14,05 t4.10 9.449 14.80 1. 89 13.18
14 19.64 15.10 12.56 14.23 17.19 16,69 20,07 12,98 12,49 12,05 14.07 14.17 9.54 14 85 -- 13,50
21 19.35 15.44 12,71 4. 41 17,74 17.17 20.00 13.12 12.61 12.21 14,29 14.33 9,64 14.45 14 84 i1 62
28 18.12 15.41 12.90 14,12 17.47 16.04 20.00 13.26 12.78 12.34 13.95p 14.11p 9.9} noa. - 1N
Paily--Jun22 19.05 15,72 13.24 -- 17.93 17.25 20,00 13,47 12.87 12.46 - - - o o o
29 1o.8% 14,87 12.67 - 16.80 16.14 20,00 13.¥8p 12,79 12.37p -- -- - - .- -

NOTE

nent weak,

Weekly data for columns }, 2, 3, and 5 through 10 are statement week aversages of dally data,
ductlon of G-month bille that will be Issucd on the Tharsday followlng the end ot the sratement weel,
the calendar week over which data axe averaged.

Weekly data In colunn 4 are averapge voles set fn the

For column 11, the wedkdy date fu the mld-paint ot

Ly a sample of Insured pavings end loan assocfutlions on the Friduy tollowing the end of the statcwent wedk.
iu & bl-veekly suctlion for short-rerm forwurd conmitmeuts for government underwrlitten mortgageu; beglnning luly 7, 1980, flguiece exclude gradnated payacal

mortyuages,

Columns 12 aud 13 are l-day quotes for Friday and Thuradey, reepectively, folloufng (he end ol the state-
Column 14 fa an average of contrect [nteicst rales on conmtments Lor convenrfonnl tirst morigegee with 80 percent loun-to-value xatlos wade

The FHUA ayctlon yfeld to the uvienpe yleld

> GHHA ylelds are average net yfeld: o fnvestors on mortgage-barted securttles for fumedlate delivery, ussmuniog prepayment fa 12 years on paols
of 30-year PHA/VA movlgages cunrying the coupon rate 50 busia polats below the current MA/VA culling,



HET CHANGES 1IN SYSTEH HOLDINGS OF SECUK1ITIES

TABLE 2

A/

(Milltonus of dollars, wot scasonally adjusted)

SIRICILY CONFIDRIFELAL ()
CLASS 11 ~ Fouo

bt
iti*a

3,007
-2,0892
V,174
-2,547
2,462

~3,801

362
2,137}
-1,181
1,107

-1, 32
-985
911

1,267
332
-492

-116
-1,812
1,207
854

-6,627
-6
6,738
~-4,531
4,370

-5,031
4,334
8,482

3,802

Tre Treasary Coupons " Fedicul Agencles T det thange
reasury Net Purchases 3/ Net Purchases 4/ Outyight
?;“?.N‘;; Within 5 5 18__ o 10 " 1 Within . 5 - 10 Over 10 Total tloldings
ange 2 1-year - ver oLa 1-year ver (3] v _.1912!.2!- 6
976 863 472 3,025 1,048 642 5,187 105 469 203 114 891 6,22/
977 4,361 517 2,833 758 553 4,660 -- 792 428 21 1,433 10,035
1578 870 1,184 4,188 1,526 1,063 7,962 =47 45 104 24 127 8,724
1979 6,243 6013 3,456 523 454 5,035 131 317 5 -~ 454 10,290
1980 -3,052 912 2,138 703 811 4,564 217 398 29 24 661 2,015
1979--qQer. 1V 4,164 118 1,101 81 51 1,351 -- -- - - -- 4,839
1980--Qtyr, 1 -2,945 2928/ 355 / 107 8t 816 -- - -- - - - -2,114
I 3,249 110= 1,516& 359 410 2,395 217 3us 29 24 668 6, 307
It -3,298 137 541 236 320 1,234 -- -- - -~ -- -2.1457
v -58 160 - - - 100 - -- - - - ]
1980--July -3,214 -- - -- - -- -- -- - -- -- -1,216
Aug, ~47 137 541 236 320 1,234 -- - - - - L,18/7
Sept. -37 - -- -- - -- -- -- - -- -- 128
Oct, -241 - -- - -- -- - -- - -- -- -261
Yov, -1,100 -- -- -- -- -- - -- - - - -1, 100
bee. 1,282 160 -- .- -- 100 - -- - -- -- 1, 36D
1980--Nov. 5 -- - - - - - - - -- - - -
12 -1,100 -- - -- -- -- - -- -- -- -- -1, 100
19 -- - -- - - -- -- - -- -- - --
26 -- -~ -- -- -- -- - -- -- -- -- --
Dec. 3 -- - -- - - -- -- -~ -- -- .- -9
10 321 - -- -- -- -- -- - - - - 309
1/ 1,010 100 - - - 100 - - - - -- 1,410
24 - - - - - - -- - - - .- --
31 -49 -- -- -- - -- -- -~ -- -- -- -4
1984 -~Jun. 7 -268 -~ -- -~ -~ - -- -- -- -- -- -0l
14 -98 -~ -- -~ .- -- -- -- -~ -- - -o8
21 723 -~ -- - - .- -- -- - -- -- 23
28 -2,477 -- - - - - . - - B o aa
LEVEL--JSan, 28 44.9 12.7 4.5 13.4 15.0 75.6 2 4 4.8 1.1 0.7 8.7 129, 2

{in Lil}ious)

1/ Ghange trom end-of-period to end-of-perlod,

2/ Outright transactions in market and with forelgn accounts, and redewptions (-) in bill auctions,

3/ Vatright transsctions in market and with foreign accounts, snd short-term notes acquired ta cxchauge for maturing bLills,
waturity shifey, rollovers of maturing coupon issues, snd divect Treasury borrouing from the System,

4/ Outright transactions In market and with forelgn mccounts only., Excludes redemptions and maturity shiteas,

5/ Tn add(tfon to the net purchanes of sccurities, aluo reflect changes in System holdings of bankers® acceptances, diveet lrcasury bortowlng from
the Sysiem and redewptions (-) of agency and Trcsaury coupon igsues.

6/ Includes changes tn R¥Ps (4), watehed sale-puicheace transactdona (-), and matched purchase-sale transaciions (1),

2/ On October L, 1979, $668 willion of matusing 2- and 4-year notes were exchanged fora Jike amount ol short-term billa, because the note audtions
were delayed,  On October 9 and 10, the bille were exchanged for new 2- and b-year notes, respectively.

8/ Matming 2-year notes wexe exchanged on June 2, 1989, tor spectal 2-¢- la,  Ac thetr maturity the bfifs were exchanged ior new 2-year nsatcs,

Excludes 1edemptions,

- 5.3



‘CABLE 3
SECURTTY DEALER COSITIONS AND BANK POSLTTONSG
{(Milljons of dutlarsg)

STRICPLY

[#]

ASH

CONFIDLITLAL (1)
- PoMe

U.S. Govt. Security Underwriting Member Nank Reaerve Poailions . B
Dealexy Positions Syndicate Poaitiona Exceant® Borrowing at FRnrx
Billas Coupon Corporate Munteipal Reserves Yoral Seasonal Spectal
Yagucs Bonds Bonds ——
1579--Uigh 8,091 902 283 404 726 2,960 207
Low 118 -2,569 0 53 -122 628 93
1980--Nigh 8,838 2,263 299 466 1,080p 3,439 177 816
Low 1,972 -1,482 0 22 -228p 215 Sp 0
1979--fec. 5,760 -1,901 J4 164 441 1,473 81
1980--Jan, 4,330 =944 42 117 251 1,241 14
¥eb, 2,937 -212 3 87 211 1,644 97
Mar. 2,964 ~-659 37 59 186 2,823 150 99
Apr, 7,838 167 48 89 197 2,455 155 352
May 4,008 1,372 69 138 178 1,018 63 43
June 3,724 1,429 112 264 203 379 12 307
July 4,581 634 154 310 284 395 6 253
Aug, 5,108 7498 91 153 3o2 658 9 241
Sept. 3,681 -416 24 11 256 1,311 25 91
Oct. 2,447 143 14 114 206p 1,310 66 0
Hov, 3,047 149 17 57 494p 2,059p 97p 0
Dec. 4,287 20 4 70 552p 1,690p 116p
1980--Nov. 5 2,694 -128 0 31 567p 1,8/8p 72p 0
12 3,072 1,005 68 28 404 p 2,0617p 92p 0
19 3,833 181 0 146 504p 1,9/9p 95p 0
26 2,231 ~400 0 22 N7 2,215p 115p 0
Dec. 3 3,501 13 9 77 881p 2,142p 108p 0
10 4,018 485 4 113 262p 1,780p 1t1p 0
17 3,880 -1,011 4 65 502p 1,505p 1240 0
24 4,108 288 0 23 809p 1,0649p 119p 0
31 5,862 496 0 23 496p 1,627p 115p 0
1981 --Jan, 7 n.a, n.a, 25 127 6GAp 1,1y 7p 112p 0
14 n.a, n.a, 16 56 741, 1,332p 105p 0
21 non, n.a. 0 65 507p 1,409p 123p 214p
28 n.a, n.a, 5p bLop 562p 1,792p 137p 0
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NOTE: Government security dealer trading poaslttons are on a commitment basfs, Trading positions, which exclude Treasury securftics Flnanced by
repurchase agreements maturing tn 16 days or more, are indicators of holdings avatlable for sale over the near term,
conslut of 1gsuce in syndlcate, excluding trading positions. Weekly data are dally averages for statement weeks, except fur corporate and munictipal

1ssuvs in eyndfeate, which are VFriday filgureg.
Ak Strictly Contidentlal,
ix  Monthly averages for excess resexrves and borrowing are weighted averages of statoment week flgutes,

thderuritiong ayndlcate posftions





