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Traditional Tools of
Monetary Policy

* Reserve requirements
e Discount rate

» Open market operations
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Discount Window Lending
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Federal Funds Rate Target
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Securitizations
(asset-backed securities outstanding)
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Securitizations
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Bernanke: “credit easing”
(January 13, 2009)

e Traditional role of lender of last resort

— The provision of short-term liquidity to sound
financial institutions and other central banks

 Provision of liquidity directly to borrowers
and investors in key credit markets

» Purchase of longer-term securities in open
market operations
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Federal Reserve Act
Section 13(3)

In unusual and exigent circumstances, the Board of Governors of the
Federal Reserve System, by the affirmative vote of not less than five
members, may authorize any Federal reserve bank, during such
periods as the said board may determine, at rates established in
accordance with the provisions of section 14, subdivision (d), of this
Act, to discount for any individual, partnership, or corporation, notes,
drafts, and bills of exchange when such notes, drafts, and bills of
exchange are indorsed or otherwise secured to the satisfaction of the
Federal Reserve bank: Provided, That before discounting any such
note, draft, or bill of exchange for an individual, partnership, or
corporation the Federal reserve bank shall obtain evidence that such
individual, partnership, or corporation is unable to secure adeqguate
credit accommodations from other banking institutions. All such
discounts for individuals, partnerships, or corporations shall be
subject to such limitations, restrictions, and regulations as the Board
of Governors of the Federal Reserve System may prescribe.

FEDERAL RESERVE BANK OF DALLAS

The views expressed are those of the presenter and do not necessarily reflect those of the Federal Reserve Bank of 5
Dallas or the Federal Reserve System.



Fed Facilities — More Acronyms
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Federal Reserve Assets
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Federal Reserve Assets: 2006
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Federal Reserve Assets: 2008
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http://www.federalreserve.gov/imonetarypolicy/bst.htm

Board of Governors of the Federal Reserve System

Credit and Liguidity Programs and the Balance Sheet

Overview

This section of the Board of Governors' websrle 1 an additional step following several that e Federl Reserve has faken m recent yean
o enliance wansparency of monetary policy. Otler actions have mctuded: the issuance Uy the Fedeal Upen Market Committes (FOMC)
of a statement announcing and explaining its monetary policy decision immediately after each of its meetings; the FOMC's release of
detailed minutes of its meetings three weeks after each meeting: the FOMC's publication of quarterly summaries of policymakers’
economic forecasts; and, pursuant to the Emergency Economic Stabilization Act passed in October 2008, the Federal Reserve's issuance
of regular reports to the Congress on each of its lending programs that rely on its authorities under section 13(3) of the Federal Reserve

At

http://www.newyorkfed.org/markets/Forms_of_Fed_Lending.pdf

@ _ B —

— "
l 5 e = i o iy | 1 it |y -
— — e A R o A= N e e
e | Wi | o |t |t | | = w==3 b=l =0 —1 —
1 o Y | e . 0 0| i | i e | S i | S | s | — -
BT
e Y ] =] - A oy it e R L e e L st
friecial IR = ™ s = Pun s wisan | psteews | StTesrw | S Twasis [ ™ — .
LE Tmsen. Pl ot . - s
TR il [P (TSI IR e - ety ) [ il B ey | [P
i i | paryWEs | G e | Gt | S fates | s T | s T et | i | T = e
bl IRPUETTL et = =) ke iy ) e | e (M a
w2
e . - ™ - - & - m T | i | v | B B -
et | | mene [T ieww | swmest foemessse] wsw | s | st | s mape |t | e | 2w - pre—
T
gt |, " - - " - - ™ " - " " - " ta
Which Pazwews
Eazcantest | e " " " e . e - e = 5 e e e
aparwioar?
Ar—— Tridty - Ar v Az berpnmn | g At T - =3 Arvpd Arw st Arymnst
|y | T |t | by | wonmer |tk |t | om0 T e e A e Wy
W Tempueay S .. Bol-oe | RRT-a L1 Famm . RN, ol I I E—
. e == Wit | TS |t bo | et | b | S vty | wcctines | abcigfi | e -
o B ] i ) = ety Sirme iy | e |l ey — | ™
B Bt e Ry Rt e
it e . iy o b g
* RO s SR cow 10 v 2 T HOC BOE. anf L om0 Sopemion 11 2908 A Suige CESY wp @b T mamn
i Sopmer 1L T Pavrs Bat B " e & i B2,
: » n [T
v iod Brsdhe 32 500 PECY ol TSP colmanal g 0 Sepmemior 10 700 k!
TR s v o apen pg cplr an T bey. [ty o e g o . o
e s i~ g e . . i . - [
v A< o g5 e A T, ety it e e

s,
= A ihed o Thede, 04t o e 1 Brtvnde

The views expressed are those of the presenter and do not necessarily reflect those of the Federal Reserve Bank of
Dallas or the Federal Reserve System.

4/9/2009



4/9/2009

summary

» Traditional Fed policy tools
« Unusual and exigent circumstances

 Federal Reserve balance sheet
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