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Recent developments

(1) RPD's now appear to be growing around the mid-point of the
Committee's August-September range of tolerance, but M; appears to be well
below and M) is near the bottom of their respective ranges, as the table
shows, 1In August the narrowly defined money supply experienced a small
contraction instead of expanding slightly as projected, and growth of M,
at a 6-1/2 per cent annual rate was also substantially short of expecta-
tions. The smaller shortfall from target for My as compared with M,

reflects the continuing expansion in consumer-type time deposits, particu-

Growth of Monetary Aggregates and RFD
in August-September Target Period

Ranges of latest
Reserve and Monetary Aggregates Tolerance Estimates
{Growth at SAAR in per cent)
RPD 11--13 12,2
M1 1--4 - 0.7
M, 6-3/4--9-3/4 6.7
Memo: Statement

weei ave.
Fed funds rate —_—
(per <ent per annum) 16--11 9/12 10. 74

larly the 4-year wild card accounts, The fact that RPD's are growing around
the mid-point of their range of tolerance, even though the money supply
aggregates are low, stems from the Committee's decision to reduce (by two
per centage points) the vhole range of tolerance for RPD's velative to

that shown in the Bluebook for alternative B, while dropping (by just one

per centage point) only the low ends of the ranges for M; and M,.
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(2) Early in the intermeeting period RPD's and the money supply
aggregates all appeared to be expanding at annual zates close to or above
the upper limits of the Committee's August-September ranges of tolerance,
By the end of August, although growth of M; and My appeared to be slipping
to annual rates close to or below the low ends of their ranges, RPD's
continued to grow at a rate near the top of theirs., In view of the emphasis
on RPD's at the last meeting, the Account Manager edopted a reserve supplying
strategy early in the period under which the Federal funds rate was expected
to move up toward the top of the Committee's 10-11 per cent rate range, Later,
however, RPD growth moved down into the Committee's range of ¢tolerance, and
the monetary aggregates weakened further. Accordingly, the Desk did not
continue to press for progressively firmer conditions of reserve avaiilability.
The Federal funds rate has averaged around 10-3/4 per cent since late August.

(3) Yields on intermediate and long-term securities trended down-
ward during most of the intermeeting period, substantially extending the
market rally begun before the last meeting, as market participants began
to believe that the maximum degree of monetary restraint had been reached,
Declines ranged to around 30 basis points on both municipal and Treasury
issues, and to about 35 basis points on new corporate bonds, A further
increase in the prime rate to 9-3/4 per cent on August 27, had little
dampening impact on this downtrend, At the same time, the general market
improvement facilitated sale of a $2 billion Treasury note on August 24 and

of a sizable volume of new Federal agency issues during late August and early
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September. Most recently, however, the bond market rally has ended, and
some yields have risen, as the money market continued taut and the Board took
action on September 7 raising marginal reserve requirements on large CD's,
In the last two days, a number of banks raised the prime rate to 10 per cent.

(4) 1In contrast to bond yields, rates on home mortgages continued
to rise during the intermeeting period. The increase in FNMA auction yields
amounted to 32 basis points, Continued upward pressure on mortgage rates is
hardly surprising in view of the large further attrition in savings accounts
at non-bank thrift institutions during August, and the resulting continuing
low volume of new mortgage commitments,

(5) Currently, most short rates are close to or at new highs,
The only short rates that showed significant declines within the intermeeting
period were those on Treasury bills and Federal agency securities, and even
these declines proved to be temporary. The 90-day Treasury bill rate, for
example, dropped below 8.50 per cent shertly after the last meeting, then
rose to a8 new high of more than 9 per cent and most recently has traded
around 8.80 per cent, Over the full intermeeting period, private short-tezrm
rates have posted further advances ranging generally from 1/8 to 1/4 of a
percentage point.

(6) The table on the next page shows (in percentage annual rates
of change) selected monetary and financial flows over various recent time

periods,



Past_ 3 Past Past Past
Calendar 12 6 3 Past
Years Months Months Months Month
Dec, '73 Aug. '73 Aug, '73 Aug., '73  Aug.'73
over over over over over
Dec, '69 Aug, '72 Feb, 73 May '73 July'73
Total reserves 8.4 8.6 8.9 7.5 4,8
Nonborrowed reserves 8.8 4,0 9.2 12,7 -30.0
Reserves available to
support private non-
bank deposits 9.0 11.4 13.90 14,8 8.6
Concepts of Money
M; (currency plus
demand deposits) 1/ 7.5 6.2 5.7 5.4 ~-1.4
My (M; plus time
deposits at
commercial banks
other than large
CD's) 11.3 8.3 7.6 7.4 6.6
M3 (M plus deposits
at thrift institu-
tions) 12.8 9.4 7.5 BT 4,0
Bank Credit
Total member bank
deposits {bank credit
proxy adj.) 10,7 13.4 14.0 12.5 17,0

Loans and investments
of commercial banks 2/ 12,4 18,1 13,5 11.7 20.2

Short-term market paper
{Monthly ave. change in

billions)
Large CD's .9 2.3 3.0 1.8 2.5

Nonbank commercial
paper 0.1 0.0 0.1 0.6 1.3

1/ Other than interbank and U.S. Government,
2/ Based on month-end figures. Includes loans sold to affiliates and branches.

NOTE: All items are based on averages of daily figures, except for data on total
loans and investments of commercial banks, commercial paper, and thrift ianstitu-
tions--which are derived from either end-of-month or last-Wednesday-of-month
figures, Growth rates for reserve measures in this and subsequent tables are
adjusted to remove the effect of discontinuities from breaks in the series

when reserve requirements are changed.




Prospective develggpents

(7) Given the recent weakness in money supply and the continued
high level of interest rates, it now appears that the long-run target path
for Ml initially adopted by the Committee last March and reaffirmed at recent
meetings cannot be attained by the end of this year without an abrupt and
very large decline in interest rates, I1f current money market conditions
are maintained over the next several months, the staff would expect M; growth
in the fourth quarter to be around 2-1/2 per cent at an annual rate., Such
a growth rate would lead to a level of Ml that is some $2.5 billion below
the December level implicit in the 5-1/4 per cent long-run path line adopted
by the Committee. This path, extended to March 1974, is shown in the chart
on the following page.

{8) The assumption of unchanged money market conditions is
incorporated in the specifications presented here as alternative €. This
alternative includes a growth rate for Ml over the fourth and first quarters
combined of about 3 per cent. The levels of M1 that would be reached in the
final months of each of these quarters under this alternative are shown ou
the chart by the dots labelled "C", As will be noted from the chart, the
shortfall from path would be expected to widen further in the first quarter,
Specifications for this and other alternatives are summarized in the following

table and spelled out more fully in the table on page 6a.
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Alt, A Alt. B Alt, C.
Targets (4th & lst qtrs,
combined)
M 6 %4-1/2 3
M, 8 6 4-1/4
Credit proxy 7-1/2 6-1/2 5

Associated ranges for
September-October 1973

RPD 15-1/2--17-1/2 15--17 14+1/2--16-1/2

My 1/2--2-1/2 0--2 -1/2--1-1/2

Moy 6--8 5==7 4-1/2--6-1/2
Federal funds rate range -81/2-211 9-1/4--11 10--i1

(inter-meeting period)

(9) Alternative A specifications include a 6-month growth rate for
M1 of 6 per cent, the rate required to reach the longer-run 5-1/4 per cemt path
by March. This pattern is illustrated by the dots labelled "A" on the chart,
To compensate for the cumulative restraining impact on money supply of recent
high interest rates, this alternative implies a decline in the Federal funds
rate, with an initial drop over the next few weeks to a level possibly as low
as 8-1/2--9 per cent, Given the lagged relationship between money demand and
interest rates, the longer that shortfalls in wonetary aggregates continue, the
sharper the decline in interest rates that would be needed to bring the
aggregates back on path within any specific period. Accordingly, significant

delays in permitting greater reserve availability would increase the risk



1973 Aug.
Sept.
Oct.

Dec.

1974 Mar.

Quarters:

1973 3rd Q.
4th Q.

1974 1ist Q.

Months:
Sept.
Oct.

1973 Aug.
Sept.
Oct.

Dec.
Mar.

Quarters:

1973 3rd Q.
4th Q.
1974 1st Q.

Months:
Sept.
Oct.

Alternative lLonger-Run Targets for ey Monetary Aggregates

My
Alt. Alt. B Alt. C
264.0 264.0 264.0
264.0 264.0 264,0
264.7 264.5 264.3
267.0 266.3 265.7
272.0 270.0 267.8
1.2 1.2 1.2
4.5 3.5 2.6
7. 5.6 3.2
3. 2,3 1.4

Adjusted Credit Proxy

Alt. Alt, B Alt,
443.9 443.9 443,9
447.3 447.3 447.3
451.2 451.0 450.9
455.9 455.1 4546
464, 2 461.7 458.7
11.8 11.8 11.8
7.7 7.0 6.5
7.3 5.8 3.6
9,2 9,2 9.2
10.5 9.9 9.7

My
Alt. A Alt. B
550. 6 550.6
553.8 553.8
556.9 556.2
563.5 561.4
575.7 570.7
Rates of Growth
6.2 6.2
7.0 5.5
8.7 6.6
7.0 7.0
6.7 5.2
Total Reserves
Alt. A Alt. B
33,905 33,905
34,174 34,174
35,450 35,419
35,992 35,945
36,264 36,086
Rates of Growth
10,6 10.6
15.7 15.1
3.0 1.6
9.5 9.5
29,7 28.6

-Ga-

M3
Alt. B Alt. C
862.7 862.7
869.2 869,1
872.1 871.6
880.7 877.6
894.8 885.5
4.6 4.5
5.3 3.9
. .6
9.0 8.9
4.0 3.5
'y Rpﬁ "
Alt. B Alt. €
31,967 31,967
32,371 32,371
33,255 33,219
33,711 33,671
34,247 34,024
14.4 14.4
10. 6 10.1
6.4 4,2
15,2 15,2
16.8 15,5
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that a return to the 5-1/4 per cent path by the end of the first quarter would
require easing to a degree that might lead to a subsequent unduly sharp expansion
in money.

{(10) Alternative B falls in between A and C in terms of growth in
the aggregates. It also implies a smaller drop in interest rates than does
alternative A, The 6-month growth rate for Ml under this alternative is
around 4-1/2 per cent at an annual rate, Thus, like C, it would represent
a path that falls short of the Committee's previous long-run target, but
of course the shortfall is less,

(11) The short-run September-October growth rate in RPD's is
very large under these alternatives, ranging around 16 per cent at an annual
rate, About half of this rapid growth rate is attributable to expected
behavior of CD's and non-deposit sources of funds {including about 3-1/2
percentage points that reflect the impact of the two marginal reserve actions),
Only about 2 percentage points of the growth reflects expected expansion in
private demand deposits, as only a slight increase is indicated for M; in
September-October, while 4-1/2 percentage points are accounted for by
expansion in time and savings deposits other than large CD's.

1f the Committee were to decide to permit money market conditions
to ease significantly over the next few weeks--e.g, a Fed funds rate below
10-1/2 per cent and clearly moving down--market expectations would be
strongly influenced, A substantial decline in short-term interest rates
would probably be set in motion. And long-term rates would also drop, though

perhaps not as much as short rates, in view of the still wide spread of
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short- over long-rates and given the downward adjustment that has already
taken place in long rates in recent weeks. If, on the other hand, money
market conditions remained about unchanged from those recently prevailing,
short-term rates could be expected to advance somewhat further as seasonal
pressures build up during the fall, Long-term rates would probably also
regain part of their recent declines,

(13) Given the money market conditions of alternative C--indicated
by a Federal funds rate in a 10 to 11 per cent range--growth in consumer-type
time and savings deposite at banks would be expected to slow noticeably as

the realignment of consumer financial asset holdings to the new rate structure

tapers. M, under alternative C may be expected to rise at about a 5-1/2 per
cent annual rate in the September-October period. The market interest rates
decline envisaged under alternative A and B would lead to greater growth in
consumer-type time deposits than under C and hence to somewhat greater growth
in My, Nonbank thrift institutions are expected to remain under pressure in
the months ahead, assuming no change in money market conditions, but the
pressures would moderate a little once the most interest-sensitive depositors
have shifted out. The position of thrift institutions would ease, of course,
as market interest rates decline under alternatives A and B,

(14) Business loan demand at banks is expected to continue relatively
strong over the monthe 2head, accompanied by back demand for money market funds.
However, bank issuance of CD's should be tempered by the new marginal reserve
requirement, although some bank demand will shift toward Euro-dollars and
inter-bank loans. And bank credit growth is expected to moderate over the

coming months from the exceptionally rapid August pece.



Proposed directive language

(15) Presented below are three alternative formulations for
the operational paragraph of the directive, which are intended to cor-
respond to the similarly lettered policy alternatives discussed 4n the
preceding section. For all three alternatives it is proposed to delete
the word "immediately' from the phrase '"over the months immediately
ahead" to avoid any implication that the Committee seeks to achieve
the aggregate growth rates described within a very few months. A4As
will be noted, alternatives A and C refer to growth rates in the
aggregates "thus far this year." For the period through August, these
are as follows: M;, 5 per cent; M,, 7-1/2 per cent; and the bank
credit proxy, 14 per cent.

Alternative A

To implement this policy, while taking account of
international and domestic financial market developments
srd-the-fortheeming-Treasury-£inrenedng, the Committee
seeks to achieve bank reserve and money market conditions
consistent with SOMEWHAT MORE RAPID slewe¥ growth in mone-
tary aggregates over the months immedistedy ahead than has

occurred on average thus far this year,



-10-

Alternative B

To implement this policy, while taking account of
internationnl and domestic financial market developments
apd-the-fortheeméng-Treasury-£inancing, the Committee seeks
to achieve bank reserve and money market conditions con-
sistent with siewer MODERATE growth in monetary aggregates
over the months ismediately ahead thas-has-eeeuvtred-en
average-thus-far-this-year,

Alternative €

To implement this policy, while taking account of
international and domestic financial market developments
and-the-forthcoming-Freasuty-£finarmeing, the Committee
seeks to achieve bank reserve and money market conditions
consistent with slower growth in monetary aggregates over
the months izmediately ahead than has occurred on average

thus far this year.
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NARROW MONEY SUPPLY M1

CHART 2
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LA TP ALY L P P T Y T L P P e L L P DL L L P T R P T Y P L P L L DY P L DR PP L P P T E L R DL L LD L DL L L L DTl bdel Lol L ohe bt - o Sammae

| tl AGGRFGATF RESFHVFS | REQUIRED RESERVES
' RFQERVFS AVAILAQLF an |'----------—-—----------------.------ L - 0 O s tn -—--
i PRIVATE NUNBANK NEPNSITS || SEASONALLY ADJUSTED
' '|-------------..------...-------.---.---.-..--.--- - - .
|emerccnercrcnccsorccasemanen=| | TOTAL NONRORROWFN | PRIVATE OTHER CD*S AND GOV*T AND
PFRIOO | SEAS ADJ I NON SEAS ADJ || RESERVES RESERVES | DEMAND TIME OEP NON DEP INTERBANK
| (1) | (2) 1 3 (4) 1 (5) (&) tmn (8)
L B |
MONTHLY LEVELS=SMILLIONSI | it !
- -ew) ] [N |
1973«=JUNE | 304511 | 305174 It 3244660 304800 ! 194126 T+R98 3,239 14949
JULY | 314324 f 314142 it 33569 374332 ! 194701 T+907 34448 2e248
AUG. | (31.967) | (314679) 11 (33,905) (324003) 1 (19+964) ( 8,4027) ¢ 3,800) { 14937)
SFPT, | (3724375) | (324159 1| (34.178) (324562) | (194+930) ( 8+4195) ( 49062) ( 1+4803)
| } " |
ANNUAL RATES OF CHAMGE | | N |
- - - - - - - - ] | (R} 1
NUARTERLY? | | (N |
L TS e | | [N} ]
1973==15T QTR, | 105 i I A.8 =7.1 f 2,9 Te7 90,2
2D QWTR, 17.0 ! R 5.8 17.3 i 2.7 9.9 85,4
! ! I |
WO TR, | 14,5 | 1 ¢ 10,7 { 11.8) |t 0,8) ( 15,00 ( 101.6)
| | i !
MONTHLY!? | i tt t
1973==jUNF | 1€ .6 1 It 0.6 24,0 | 10,1 8.6 46,2
JuLyY i 14,6 | [N 72764,9 44,9 | 14,7 le# 77,4
AlIG, I { Heb) | 1t ( =4,8) { «30,0) | ( =9,7) « 18,2y 124,.6)
SFPT, | {153 | [ I § 9.7) ( 21.00 1 t =2,0) t 25.1) 80,7)
| | I !
AUGe=SFPT,| ( 12.2) | [ I 2.5) ( =4,5) | ( =5,9) ( 219 106,.,8)
I | 1 |
WEEKLY LEVFLS=SMILLTIONS | | (] |
P T T P T L T PRIV I | \ i 1
JULY 4 | 310113 | 30,965 I 33,501 324126 1 194324 74896 3+256 24388
11 | 30387 1 30.147 1 324878 314647 ! 19+294 74892 39338 24195
18 | 314350 | 314100 il 33,849 324853 | 19+420 719926 o677 24499
?5 | 314567 ] 31,492 R 33.808 324311 i 200157 Te891 3¢52¢ 2¢24)
| | i i
AtiIGe 1 | 374248 | 32,062 (N} 34,164 32+578 t 20+224 7929 34580 1,918
] | 314696 i 31,420 1 33,577 31709 | 20,032 T994] 3676 1882
15 | 320010 | 31.718 1 334961 3P 0264 t 194958 8,011 3,733 14951
22 | 31595 | 31.4RR It 33,743 314829 | 19,834 84049 3.860 2404R
29 i 32.273 t 31.H5%A i 344164 31+7HG | 194986 84045 3,946 14941
| | (W] |
SEPT & | 324690 I 32,315 I 34,385 324824 | 20,014 8,151 44028 14695
12 \ 31794 | 314532 1 334452 374189 | 19734 89152 44068 14456

NOTE: UATA SHOWN IN PARENTHFSES ARE CURRENT PROUFCTIONS, ANNUAL RATES OF GROWTH MAVE BEEN
ADJUSTFD FOR CHANGES IN Rt SERVF REGUIRFMENTS EFFECTIVE JULY 19y 1973,
1/ AT THF FOMC MEETING AUGUSY 21+ 1973 THE CDMMITTEE AGRFFD ON A RPD RANGE OF 11 TO 13 PER CENT,

- O O Y D D o O O D P s U 4% O D s B W O G D U O D e U R A P e e O SR 4 D D R O D D e P WP D 0 A D D S D O N D G WD T O D D G D DR 05 D 0 SR e



TABLE 2 STRICTLY CONFIDENTIAL

—eeoeseteehooetteceonde

MONETARY AGGRFGATFS SEPTEMBER 14, 1973
(ACTUAL AND CURRENT PRGJFCTIONS, SEASONALLY ADJUSTFD)

- R D ey T D S WD ey TP o A U TP D s U D e W N Gy P R G i O A T e o e P S e i O P D G D D D A e D D a5 0D e OO WD WS e LY 1] - e o -

t MONEFY SUPPLY I LDJUSTED 1} UeS, } TIME AND SAVINGS DEPOSITS I NONDEPOSIT
| NARROW | BROAD ' CREDIT 1 GOvVT, | | OTHER { | SOURCES OF
PEWION I (M) f (M2) I PROXY 1| DEPOSITS | TOTAL | THan CD'S | c¢bD's | FUNDS
A 0n e DD A S W U D D Y O G S e D i Y R T D e gy e D TR s U G 5 P g D T 0 D e A e i P e O D D M o G S O G0 G O s S T D D G GD e S D o o P O D -t e L LT - o e W -
| (nH t 12) | (N i {a) ) () | (6) 1 (n | (8)
| 1 1 b | i ! |
MONTHLY LEVELS=%RIL) T0NG} i } It { | | |
seesnesnsnectroveNsanamee | ] | I ] | | [}
197 3em JUNE { 63, ¢ 1 545,33 \ 036,5% (] S,1 t 344, ! 2R2,0 1 6240 1 9.6
JULY I ’h4 3 i S47,6 | 437,17 I A4 | 347,7 | 2R3,3 | 64,5 | 65
AUG 1 t264,0) | (S50.6) | (443,9) 11 ( 6,2) | (353.6) | (2R6,6) | (6T.0) | ( T.l}
SFPT, 1 (264,00 | (5983,7) | (667,3) |1 ( 5,2) | (356,9) | (PR9,8) | (67.2) | ( Te1)
| ) | N | | | |
PERCENT ANNUAL GRUWTH t 1 | " ] ] f |
censeavscevartcewesaw [} ] i m ] | | |
QUARTERLY 1 ! [ tt ' { ( !
creeneten | 1 ) L | ( t 1
1673==1ST OTR, | 1,7 1 5,7 | 15,0 N ] 23,1 1 9.5 i |
2NN TR, | 10,3 | 9,5 ! 12,2 " | 16,0 [ 8,7 | t
t } { N ) { { |
RN OTR, | { 1.2y | t 6,2 | (11,8 1t ) (la,0) | (11.1) | |
) 1 ] H | i | |
MONTHL Y t ] ) ] | | | !
P T | i | (] ! | | |
1973-=JUNE | 12.6 i 10,4 | 11,1 " } Rel | A,.1 | |
JILY | 5,0 | bl | R R} | 12.6 | 5e¢5 | }
AU, i (=1,4) | ( 6,60 t17,0) 11 | t2n,a) (14,00 ! i
SEPT, | € 0,00 |} ( 8,R) | {9, i | (11.,2) {(13.4) | |
} I | h ] | t [
AUG o =REPT, | -0,7) | ( 6,7) f (13.2) 11 | (15,9) | (13.8) | |
] ) ! i ) ! ! |
WEEKLY LEVELS=SHILLTIONS | | | ' ] | | t
P T T Y T Y T Uy Ry S | | ] It } ] | |
JULY 4 I 264 ,5 | 947,44 | 43R ,3 I 54 | J46,1 | 29340 | 63.1 | 59
11 f 2664,5 ] 966 ,R | 636,7 N 3.! ! 346,3 i 2824 | 63.9 | 603
18 | 266 .8 I SeR,N ' 437,0 1 2.5 ! 347.5 | PR3,2 | 64,4 I 65
»5 I 203,6 | 54T,.0 | 437.7 i 3.3 | 34R,7 | 2R3.4 | 65.4 ! 6.8
| f l It | | | |
AUGe ] | 263,8 | S48,4 | 439 .4 ] 3.5 } 3%0.2 | 2086,6 i 6S5.5% | 6.8
R | 263,46 i $49,1 | 481,5 N [ Y ) ) 351.7 i 25,5 | 6642 | 65
15 [ 264 .4 | 5%50,3 I 445,1 1 4,6 | 353,2 | 285,9 | 673 f Te¢3
7e | 264 ,9 | 552.1 | 464,9 (N 8,2 | 3%54,6 | 287.2 | 676 | Te2
29 P 262 .9 | 950, { 483,2 [ B] 3.4 1 354,9 | PRT,.2 ! 678 : Te5
| | | 1 | [ |
SEPT S P | 263,48 | §52,0 ] 445,1 ] 4,4 | 355,3 | 208,2 f 6T} i Te2
12 PF| 263,3 i 562,7 [ 446,8 H 5.5 ) 3156,5% | 209,48 t 67.1 : 740
[ ' l i ! | |
. B YD D 4D D W D T D D R S WD D 4 T e P G - e o S P Gl 42 SR G D AR S D Y p AR G D D O S N R e L L - - -
NOTE! DATA SHOWN TN pant~rhs§ts ARE CURRFNT PROJECTIONS, P « PRELIMINARY

PE = PARTIALLY ESTIMATED

S e ) T B W0 A D o D AR R T D G 0 T D S gy T T D U AR D R D T D S D D OO S D D D e OB s S D D D TP R D D Al R D G D G D A e T D O O e s B Dy A D W e R W - w =



OPEN MARKET OPERATIONS AND OTHER RESERVE FACTORS

Table 3
RESERVE EFFECTS OF

(Millions of dollars, not seasonally adjusted)

STRICTLY CONFIDENTIAL (FR)

SEPTEMBER 14,1973

N Open Market Operations 1/ Daily Ayerage Regerve Effect 2/ 4 _1in reserve categories N A Target
Period Bills |[Coupon|Agency RP's3/ Totay ||Open Market a Member Other 4/||res. res, against [available res. 5/ available
& Accept.}llissues|ispues! Net ~ Operations | Bank Borrowing|Factors ||U.S5.G. and interb.|(6)+(7)+(8)-(9) X reseryes 5/
(1) 2) ) ) (5) (6) N (8) &)} (10) (i)
Monthly
1973 -~ Teb 659 196 -18 -193 644 146 428 -1,79 -109 -1,111 -1,140
Mar . 1,109 -- -14 542 1,636 1,629 265 -1,723 156 75 -40
Apr. 1,332 207 -19 -414 1,106 1,323 -137 -884 -74 376 505
May -506 -~ -21 «942 |-1,470 1,437 66 -~1,392 45 66 200
June 649 228 209 -- 1,085 -1,450 1 1,084 =470 105 175
July 1,073 27 168 1,148 | 2,416 2,090 263 -850 318 1,185 795
Aug. -753 - | =20 -143 | -915 680
Sept . 415
Oct
Weekly
1973 -= July 4 464 228 -- 2,699 3,390 1,937 554 -1,387 618 486
380 27 -- -5,499 |-5,093 ~-793 -722 694 -3 -818
-432 - -- 3,629 3,193 250 40 926 263 953
21 .- 168 -656 -466 -22 361 ~235 -288 392
Aug 788 -~ - 952 1,740 674 14 ~464 -346 570
-198 -- - -4,165 |-4,363 -1,019 -89 512 46 -642
-515 351#% - -59( =223 -931 ~92 1,395 74 298
=473 r351* -- 3,406 2,582 394 219 -840 3 =230
253 -- -17 -918| -682 L87p* 42 5p ~694p -150¢ 368p
Sept.5 -228 -- -5 158 -75 530p* -196p -8p -13% 459p
-417  j169% | -26 -619| -893 -2,683p* -875p 2,833p 53p ~778p
% o o £ i il o 2 e
1/ Represants change in System's portfolic from end-of-perisd to end-6f-period; includes redemptions in regular dbill auctlons.
2/ Represents change in daily average level from preceding period,
3/ 1Includes fratched sale-purchase transactions as well as RP's,
4/ Sufi of changes in vault cash, currency in circulation, Treasury operations, F R. float, gold and foreign accounts, and other FR accounts.
5/ HReserves to support private fionbank deposits. Target change for August and September reflects the target adopted at the August 21, 1973 FOMC

meeting

*Includes effect of special certificate (i.e., borrowing by lreasury frowm FR).

Target change for previous monthe reflscts the bluebook patterns that are consistent with target ranges

that were adopted during the month.



CONFIDENTIAL (FR)

SEPTEMBER 14 1973

Table 4

SECURITY DEALER POSITIONS AND BANK RESERVES
Mitlions of dollars

U.S. Govt. Security
Period Dealer Positions Dealer Positions Member Bahk Reserve Positions
Bills Coupon Issues Corporate Municipal Excesg¥ Borrowings at FRB** Basic Reserve Deficit
Bonds Bonds Reserves Total Seasonal 8 New York 38 Other
) 2) (3) 4) (5) (6) (7) (8) (9)

1972 -~ High 4,291 1,585 235 383 796 1,223 -5,635 -5,720
Low 1,916 33 0 40 -133 12 -1,638 -1,910

1973 -~ High 3,718 1,125 175 244 631 2,558 -5,243 -7,267
Low 897 -96 0 36 -86 688 -1,831 ~4,048

1972 -- Aug. 2,643 692 114 176 255 438 -3,913 -2,801
Sept. 4,099 170 53 174 | 162 514 -3,835 -4,024

Oct. 2,887 207 105 132 247 574 -3,637 4,044

Nov. 3,096 1,039 84 191 314 606 -4,561 -3,622

Dee . 3,510 953 58 291 219 1,049 -4,977 -4,958

1973 -- Jan 3,407 720 27 177 289 1,161 -4,550 -5,469
Feb 2,132 562 77 123 207 1,59 -4,187 -5,436

Mar 2,490 - 50 24 125 177 1,825 -4,273 -5,847

Apr 2,457 106 12 60 255 1,688 3 -3,293 -6,577

May 1,894 421 66 151 161 1,843 30 -3,019 -5,872

Jutie 2,281 562 33 120 234 1,851 75 -3,507 -6,443

July 1,425 265 24 139 285 1,953 155 ! -2,460 -6,106

Aug 0 70 177p 2,165p 163p ) -2,689 -4, 940

1873 == July 4 2,013 391 0 134 631 2,402 111 -2,771 -0,137
11 1,382 373 77 129 -20 1,680 117 -2,860 -7,267

18 1,472 328 10 144 461 1,720 117 -2,202 -6,651

25 1,362 234 10 148 34 2,081 128 -2,374 -5,176

Aug. 1 1,193 58 0 86 499 2,095 141 -2,262 4,728

8 897 112 0 53 74 2,006 158 -2,315 -5,372

15 2,060 -18 0 59 316 1,914 148 -2,673 -5,941

22 0 75 42 2,123 162 -3,559 -4,736

29 0 79 145p 2,558p 185p -2,681 «4,048

Sept.5 15 36 502p 2,362p 168p -2,060p -4,188p
12 op 52p 7p 1,487p 145p -3,572p -6,1819

19
26

Notes: Government Security dealer trading positions are on a commitment basis. Trading positions, which exclude Treasury bills financed by repurchase agree-
ments maturing in 16 days or more, are indicators of dealer holdings available for sale over the near-term., Other security dealer positions are debt
issues still in syndicate, excluding trading positions. The basic reserve deficit is excess reserves less borrowing at Federal Reserve less net Fed-
eral funds purchases, Weekly data are daily averages for statement weeks, except for corporate and municipal issues in syndicate which are Friday

figures.
*+Beginning with January 1973, monthly averages for excess reserves atid borrowings are weighted averages of statement week figures.
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SELECTED INTEREST RATES

CONFIDENTTIAL (FR)

SEPTEMBER 14, 1973

Per cent
Short-term Long-term
i Treasury bills 90-119 day CD's New 1ssue-NYC Aaa Utility Municipal U.S. Government FNMA
Perio Federal funds Commnercial New Recentl (10-yr. Cotstant| Auction
90-4d 1- - B - y ¥
ay year Paper 60-89 day 90-119 day Leque of fered Bond Buyer maturity) Yields
m (2) ) (4) (5) (6) 7 (8) (9) (10) an
1072 -~ High 5 38 5.13 5.52 5.50 5.38 5.50 7.60 7.46 5.54 6 58 7.72
Low 318 3.03 3.60 375 3.13 3.50 6.99 7.12 4 96 5.87 7 54
1973 ~-- High 10.79 8.95 8.43 10.50 10.50 10.75 8.52 8.30 5.59 7.54 9.27
Low 5 61 5.15 5.42 5.63 5.38 5.50 7.29 7.26 5.00 6.42 7.69
1672 -- Aug. 4.80 4,02 4 950 4.75 4,65 4,78 7.37 7.34 5.30 6.21 7.63
Sept. 4 .87 4.66 5.44 5.07 4.88 5.00 7.40 7.42 5.36 6.55 7 65
Oct. 5.04 4,74 5.39 5.21 5.00 5.19 7.38 7.38 5.19 6.48 7.72
Nov. 5.06 4.78 5 20 5.18 5.0 5.13 7.09 7.18 5.02 6.28 7.71
Dec. 5.33 5.07 5.28 5.40 519 5.38 7.15 7.18 5.05 6.36 7.68
1973 -~ Tan. 5.94 5.41 5.58 5.76 5 63 5.75 7.38 7.35 5.05 6.46 7 69
Feb. 6.58 5.60 5.93 6.17 6.16 6.28 7.40 7.41 5.13 6.64 7.72
Mar 7.09 6.09 6 53 6.76 6 78 6.75 7.49 7.51 5.29 6.71 7.78
Apr. 7.12 6 26 6 51 7.13 7 04 6.75 7.48 7.48 5.15 6.67 789
May 7 84 6.36 6 63 7.26 7.44 7.41 7 51 7.50 5.15 6.85 7.98
Tine 8.49 7.19 7 03 8.00 7 98 8.13 7.64 7.64 5.18 6.90 8.07
July 10.40 8.01 ' 7.97 9.26 9.09 9 19 8.01 7.97 5.40 7.13 8.46
Aug. 10.50 8.67 8.32 10.26 10.25 10.40 8.36 8.22 5.48 7.40 8.83
1973 -- July 4 10.21 7.69 7.62 8.56 8.63 8.75 -- 7.80 5.34 7.02 --
11 9.52 7.87 7.65 8.88 9.00 9.00 7.92 7.85 5.40 7.05 8.38
18 10,22 7.85 7.75 9.10 9.13 9 25 7.92 7.94 5.37 7.09 --
25 10.58 8.14 8.24 9.58 9 63 9.75 8.03 8.12 5.48 7.24 8.54
Aug, 1 10.57 8.28 8.43 9.85 9.88 10.00 8.31 8.28 5.59 7.48 -
8 16.39 8.48 8.41 10.08 10.13 10.25 8.52 8.30 5.58 7.54 8.71
15 10.39 8 89 8 41 10.25 10.38 10.50 8 30 8.16 5.47 7.41 --
22 10.52 8.81 8 27 10.25 10.38 10.50 8.29 8.21 5.44 7.33 8.95
29 10.79 8.59 8.20 10,43 16.50 10.75 -- 8.24 5.34 7.2% .=
Sept.5 10.79 8,69 8.22 10.50 10.50 10.75 7.94 8.02 5.18 7.13 9.27
12 10.74 8.95 8.33 10.56 10.50 10.75 7.74p 8.02p 5.18 7.18p --
19
26
Notes- Weekly data for columns 1 te 4 are statement week averages of daily data, Columhs 5 and 6 are one-day Wednesday quotes. For columns 7, 8 and 10 the

weekly date is the mid-point of the calendar week over which data are averaged.
stotement week. Column 11 gives FNMA auction data for the Monday preceding the end of the statement week,
in the bi-weekly auctinf for short-term forward commitments for CGoverfiment uaderwritten mortgages,

Column 9 is a one-day quote for Thursday following the end nf the
The FNMA auction yield is the average yield



Appendix Table 1

RESERVES AND MONETARY VARTABLES

CONFIDENTIAL (FR)
September 14, 1973

Reserves Woney Stock Measures Bank Credit Measures Other
Avaiiable to AdJusted Total Time Thrift U.8,
Support Pvt, M " M Credit Loans and Total |Other than| Institutiaon Nondepoeit| Gov't,
Period Total | Nonborrowed Deposits 1 2 3 Proxy Investments | Time cD's Deposit 1/ cD's Funda Demand
[§8] ) [§)] (4) (5) (6) [€)) (8) [€)) 10) 1) (12) (13) (14)
(Per Cent Annual Rates of Growth) (Dollar Change in Billions)
Annuaily-
1968 +7.5 +5.3 +8.1 +7.8 +9.3 +8.3 +9.5 +11.0 +11,5 +11.2 + 6,3 +2.9 +2,6 -0.6
1969 -1.1 -2.8 -1.7 +3.6 +2.6 +2.9 40,4 +3.9 -4.8 +1.4 + 3.6 -12.4 +13.0 +0.5
1970 +6.1 49.6 +8.6 +6.0 +8.4 +8.0 48,2 +8.1 +17.9 +11.1 + 7.1 +14.4 -8.4 +1.1
1971 +7.2 +8.1 47.2 +6.6 +11.4 | +13.5 49,4 +11.3 +18.2 +16.7 +17.4 +7.7 -7.6 -0.3
1972 +10.6 +7.1 +9.7 +8.3 +10.8 +13.0 +11.6 +14.6 +15.5 ‘+13.3 +17.0 +10.1 +0.4 +0.4
Semi-Annually-
1st Half 1971 49,7 +9.6 +10.7 +10.1 +14.9 +16.4 +10.1 +11.5 +21.6 +20.0 +19.3 4.3 =7.1 1.4
2nd Nalf 1971 4.8 +6.3 +3.4 +3.0 +7.4 49.8 48.4 +10.6 +13.4 +12,1 +14.3 3.4 -0.4 +1.1
1at Helf 1972 +11,7 +12.1 +8.6 +7.7 +10.8 +13.0 +11.4 +12.8 +15.4 +13.7 +17.3 +i.b4 -0.3 .-
2nd Half 1972 +9.6 +2.0 +10.4 +8.5 +10.3 +12.1 +11,1 +15.5 +14,5 +12.1 $15.4 +5.7 +0.6 40.4
18% HALf 1973 +7,.4 +4.9 +11.4 46,0 +7.7 49,1 +13.8 +14,3 +20.0 49,2 4+11.6 +18,9 +1.2 1.4
Quarteriy:
3rd Qtr 1971 +6,5 +6.6 +3.2 +4,1 +6.0 +8.9 +6,7 +9,7 +9.8 +8.0 +14,5 41,7 -0.4 +1.1
4th Qtr 1971 +2.3 +6,0 +3.6 +1.9 +8.7 +10.5 +9.8 +11.1 +16.6 +15,9 +13.5 +1.8 - -
1t Qtr. 1972 +10.4 +10.7 +10.4 49,2 +12,7 +14.9 +11.0 +15.7 +15.4 +16.1 +19,1 +0.8 -0.3 =0.4
2nd Qtr, 1972 +12.6 +13.1 +6.6 +5.1 48,5 +10.7 +11,5 49.5 +14.8 +10.8 +14,7 +3.7 - +0.5
3rd Qtr. 1972 +3.6 ~0.8 49,9 +8,2 +10,3 +12,4 +9.8 +13.9 +14.0 +12.3 +16,2 +2.4 40.4 1.1
4th Qer. 1972 +14.2 +4.8 +10.6 +8.6 +10.2 +11.5 +12.1 +16.4 +14.4 +11.6 +13.9 +3.3 +0.3 +1.4
let Qtr, 1973 48,8 <7.1 +10,5 +,7 45,7 48,6 +15.0 +1°.4 +23.1 49,5 +13,6 +11,7 +0.5 40,9
2nd Bre, 1073 45.8 +17.3 +12.0 410,19 49,5 49,4 412,2 49,8 416,0 48,7 + 9.3 +7.1 40,7 -2,4
1072 Jawn. +21.8 +26.7 +11.0 +1.0 +10,4 +13.2 49,2 +14.2 +17.7 +19.2 +18.9 +0.1 -0,1 40,2
Feb, -5.2 -5,7 +6.5 +14.7 +15,1 +16.8 +7.2 +12.4 +16,2 +15.4 +20.0 4+0.6 «0.3 -1.7
Mer. +14.5 +11.0 +13.4 +11.5 +12.4 +14.2 +16.2 +19.9 +11.6 +13,2 +17.4 +0.1 40.1 +1.1
Apr. +22.1 +21.7 +6.8 +8.0 +7.9 +10.7 +12.2 +5.4 +12.8 47.8 +15.8 +1.5 -0,2 +1.1
May +8.8 +9.4 +3.9 44,0 +8.3 +10,1 +15.6 +20.0 +18.2 +13.0 +13.4 +1.5 +D0,2 40,7
Tune +6.% +8.0 +9.0 46,4 +9.2 +11.1 +6.6 2.3 +12.9 +11.4 +14.5 +0,7 -- -1.3
Tutly 45,2 +2.9 +6.9 +12.7 +12.5 +13.9 +10.0 +9.0 +13.6 +12,3 +17.0 +0.8 +0.1 -1.0
Aug, +7.6 +0,7 +9.7 . b +9.3 +11.6 +9.6 +17.9 +15.9 +14.0 +15.5 +0.8 40.3 -0,7
Sept, -1.9 -6.1 12,9 +7.2 48,7 | +11.2 49,5 +14,4 +12.0 +10,2 +15.7 +0.8 -0.1 +0.6
Dect. +18.2 +15.5 +3.2 47.2 +10,1 +12.0 +11.9 46,7 +11.5 +12.8 +15.5 +0,2 +0.2 +1.2
Nov. +Hi.4 +9.8 420.8 +5.2 +1.9 + 9.8 +10.5 +21.2 +14,2 +10.4 +13.2 +1.2 - +0.6
Dec. +12.5 -10.9 +7.7 +13.3 +12,2 +12.4 +13.4 +16.7 +17.1 +11.2 +12.7 +1.9 +0.1 -0.4
1973:  Jan. +35.8 4313 422.8 ~0.5 16,4 49,8 48,3 415.4 415.7 412,9 +15.8 +.2 +0.1 .6
Peb, -22,1 ~41.3 -4,7 +6.1 435.9 49.0 +16,4 +20.3 +21.6 45.7 +14.4 4.5 - 40,1
Mar, +13.3 ~10,5 +13.4 «0,5 .7 +6,9 49,7 +18,7 430.9 19,6 +10.2 +6,1 10,4 40,3
Apr, +12.3 426.1 49,6 +7.5 +8,1 +8.4 +13,1 6.4 +21.0 +8,7 + 9.4 +3.8 10,2 -1.7
Hay +h. b +1.1 +9.4 +10.7 +9.8 +9,1 +12,1 +19.0 +18,2 49,1 + 7.8 +3.1 40,3 -1,2
June 4.6 | +25.0 +16.6 2.4 +10.6 | 410, 1.1 43.8 +8.1 48,1 +10.4 +0,3 40,2 40,5
Joly 426.9 A4, 9 +18.¢ 45. 0 45,1 45.6 | + 8.8 410.8 +12. 6 +5.5 + 6.3 2.4 40.9 -1.7
Avg.p ~4 8 <30,0 +8.6 ~1.4 +6, 6 +4,0 +17.0 +20.2 +20,4 +14,0 - 0.4 +2,5 +0.6 +0,8
N%rr_ Preliminary, T - - T
E:  Reserve requiremenits oni Burocdollar borvewinpa are included begifming October 16, 1969, and reyuirements on bank-related commercial paper are included beginning

October 1, 1970,
1/ Growth tates are based on estimated monthly averdge lavals derived by averaging end of current month and end of previcus month reported data,



Appendix Table II1

RESERVES AND MONETARY VARIABLES CONFIDENTIAL (FR)
(Seasonally adjusted, billions of dollars) September 14,1973
RESERVES MONEY STOCK MFASURES BANK CREDIT MEASURES OTHER
Available to M Ad justed Total Time Thrift Non- v.S.
Non- | Support Pvt. 1 M M Credit Loans and | Total | Other than Inutitutionll Deposits | Cov't
Period Total borrowed| Deposits Total | Pvt. Dep. 2 3 Proxy | Investments | Time cp's Deposits = CD's Funds Demand
m (2) (3 ) (5) (6) N (8) (9) (10) 1) (12) (13) (14) (15)
ANNUALLY:
Nec, 1969 27,959 26,699 25,339 208.8} 162.7 392.3 | 594.0 307.7 406.0 194.4 183.5 201.7 10.9 20.0 5.3
hec. 1970 29,121 28,727 26,975 221.3| 172.2 425.2 | 641.3 332.9 438.9 229.2 203.9 216.1 25.3 11.6 6.5
Dec, 1971 31,209 31,060 28,907 236,01 183,4 473.8 | 727.7 364.3 488.6 270.9 237.9 253.8 33.0 4.0 6.1
MONTHLY:
1972-=July 33,11 33,018 30,317 247.7 193.1 504.5 784.0 388.3 523.7 295.0 256.8 279.6 38.3 3.9 5.2
Aug. 33,381 33,038 30,562 248.6 ) 193.8 508.4 | 791.6 391.4 521.5 298.9 259.8 283.2 39.1 4.2 4.5
Sept. 33,327 32,870 30,890 250.1 | 194.8 512.1 | 799.0 394.5 537.9 301.9 262.0 286.9 39.8 4.1 5.1
Det, 33,832 33,295 30,973 251.6 | 195.9 516.4 | 807.0 398.4 542.7 304.8 264.8 290.6 40,0 4.3 6.3
Nov, 31,883 31,297 29,496 252.7 | 196.5 519.8 | 813.6 401.9 §52.3 308.4 267.1 293.8 41.2 4.3 6.9
Dec. 31,309 30,063 28,862 255.5 | 198.7 525.1 | 822.0 406.4 560.0 312.8 269.6 296.9 43.2 4.4 6.5
1973--Jan, 32,242 30,848 29,411 255.,4 | 198.4 527.9 | 828.7 409,2 567.2 316.9 272.5 300.8 44,4 4.5 7.1
Feb, 31,649 29,787 29,296 256.7 | 199.3 530.5 | 834.9 414.8 576.8 322.6 273.8 304.4 48.8 4.5 7.2
Mar, 31,999 29,526 29,622 256.6| 198.7 532.6 | 839.7 421,6 585.8 330.9 276.0 307.0 54.9 4.9 7.5
Apr, 32,326 30,167 29,860 258.2 | 199.5 536.2 | 845.6 426.2 588.9 336.7 278.0 309.4 58.7 5.1 5.8
Hay 32,445 30,195 30,095 260.5 | 201.6 540.6 | 852.0 430.5 598.2 341.8 280.1 311.4 61.7 S.4 4.6
June 32,460 30,800 30,511 263.2 | 203.9 545.3 | 859.4 434.5 600.1 344.1 282.0 314.1 62.0 5.6 5.1
July 33,569 32,332 31,324 264.3 | 204.9 547.6 | 863.4 437.7 605.5 347.7 283.3 315.8 64.5 6.5 3.4
Aug., p 33,905 32,003 31,967 264.0 204.3 550.6 866.3 443.9 615.7 353.6 286.6 315.7 67.0 7.1 4,2
WEEKLY:
1973-=July & 33,501 32,126 31,113 264,5 | 205.0 547.4 438.3 346.1 283.0 il 63.1 5.9 5.4
11 32,578 31,647 30,383 264,5 | 205,0 546.8 436,7 : 346.3 282.4 B 63.9 6.3 3.1
18 33,849 32,853 31,350 264.8 | 205.3 548.0 437.0 347.6 283.2 f 64.4 6.5 2.5
25 33,808 3z,311 31,567 263.6 | 204.2 547.0 437.7 348.7 283.4 132 65.4 6.8 3.3
Ang. 1 34,164 32,578 32,248 263,8 | 204.5 548.4 439.4 350.2 284.6 65.5 6.8 3.5
8 33,577 31,709 31,696 263.6| 203.7 549.1 441.5 351.7 285.5 6.5 6.4
15 33,9%1 32,24 32,010 264,4 | 204,8 550.3 445.1 353.2 285.9 7.3 4.6
22 33,743 31,829 31,695 264,9 | 205.2 552.1 &444.9 354.6 287.2 7.2 4,2
29 p 34,164 31,786 32,223 262,9| 203,3 550.2 443,2 354.9| 287.2 7.5 3.4
sept, 5 p 34,385 32,824 32,690 263,8| 203.8 552,0 445,1 it 355.3 288.2 1.2 4.4

« Preliminar
;MB: Reserveyrequiremen!s on Eurodollar borrowings are included beginning October 16, 1969, and reguirements on bank-related commercial paper are included beginning
October 1, 1970, Adjusted credit proxy includes mainly total member bank deposits subject to reserve requirements, bank-related commercial paper, and Burodollar
borrowings of U.S. banks, Weekly data are daily averages for statement veeks., Monthly data sre daily averages pt .for ibani ial paper figures which
are for last day of month, Weekly data are not available for , total loans and investments and thrift institution deposits.
1/ Estimated monthly avarage levels derived by averaging end of currefit month and end of previous month reported data,




APPENDIX TABLE III

Growth Rate in Money Supply
(Per cent change at an annual rate)

M Y e

M Q M Q M Q_

1971 1 8.9 6.3 17.1 13.7 18.0 14.8
11 11. 11.2 12.1 14.8 14, 16.3

111 4. 7.1 5.0 8.2 8. 10.6

1V 1. 2.2 8.7 7.4 10. 9.6

1972 1 9. 5.3 12.7 11.1 14, 13.2
11 6. 8.4 8.5 10.0 10. 12.1

111 8. 8.0 10.3 10.3 12. 12.2

v 8. 7.1 10.2 9.5 11. 11.4

1973 1 1. 4.7 5.7 7.7 8. 10.0
11 10. 6.9 9.5 7.8 9. 8.5

M = Annual rates of growth calculated from average
levels in the final months of the quarters.

Q = Annual rates calculated from average levels in
all three months of the quartess,





