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THE CHAIRMAN OF THE 

THE PRESIDENT HAS SEEN i.0. 
COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

September 14, 1974 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Monetary and Financial Conditions, 
September 13, 1974 

For the 52-week period now ending the growth of the 
money supply can be described as 8-1/2 or as 5-1/2 
percent, depending on whether we do or do not include 
time deposits in the commercial banks (other than the 
so-called large Certificates of Deposit}. This growth 
rate of the money supply is intentionally less than 
one would expect to be needed for continued "financing" 
of the present rate of price inflation along with a 
rising (or even a flat} output. For shorter periods 
now ending -- such as three months -- the growth of the 
money supply has been even smaller but to some extent 
at least this could well be a consequence of the 
incompleteness of the Fed's control over the money 
supply over shorter periods. 

Interest rates have remained high, as they inevitably 
must when the public expects further steep price increases. 
In such circumstances borrowers are willing to pay high 
interest rates and lenders insist on high rates to 
compensate them for the loss suffered by receiving their 
money back at a time when it will have lesser purchasing 
power. Some interest rates have, however, declined 
slightly during the past weeks . 
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Table 2 · 

f!iQr.E::V STOC:~ rn EAStH1ES 
PER CENT CHANGE AT SEASONALLY ADJUSTED ANNUAL RATES 

........ . 
,,, 1 fll2 

Period Currency plus 
M 1 plus It me depositS 

demand depositsY 
at commercial banks . other than large 

co·sV 

Au gust from: 
, 

Nay 1974 (3 months previous) 4.3 7.6 
Feb. 1974 (6 months previous) 5.6 7.2 
Aug. 1973 (12 months previous) 5.4 8.5 

Fo 
f 
ur weeks 
rom four 

June 5, 

ending: Sept. 
weeks ending: 

1974 (13 weeks 

4, 1974 

. • . 
previous) 3.3 6.8 

Nar. 6, 1974 26 weeks previous) 4.8 6.7 
Sept. 5, 1973 (52 weeks.previous) 5.5 8.4 

Y Includes (1) de>milnd depos•ts at all commcrc•al banks other tMn those due to domestic commercial banks and the U.S. Government. less cash Items in the 
procco;s ol coll~ct•on and F .R !loot. 

(2) forc"1n dcmdnd biliJnccs nt F R.Onnks: and 
(3) currency outstdc lht:- Trr,asury. F .R Banl<.s and vaults of a:l comr~crcial banks. , 

y· lncluct?.., ,, ;tdc•t•on to currcnty ;~nd dcfl'Jnd dcpos•ts. savtnqs dcpos•ts. time dcpostts open as;count. and time certificates of deposits other than 
~ ncgot•<lblc ltn"~ certtf•catcs of ceposil ,~,sued tn denomtn,lttOn5 of $100.000 or more by laqc weekly reporting commercial banks. 
Y tnclu•:cs ~1 2 plus the ilvcr~gc of lh~ begtnntng and end ol monlh d~postts of mutuJI silvtngs bJt\ks and savings and loan sMrcs. 
Note· All r<>tes ot chJn~c arc b<Jscd on dJtly avcr<Jgc datu: rates of change are not compounded. 
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