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Traditional Tools of 
Monetary Policy

Reser e req irements• Reserve requirements

• Discount rate

O k t ti• Open market operations
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Discount Window LendingDiscount Window Lending
$ Billions

30

40

50

60

70

80

0

10

20

30

Jan-06 Jul-06 Jan-07 Jul-07 Jan-08 Jul-08 Jan-09

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 
Dallas or the Federal Reserve System.  



4/9/2009

3

6

Federal Funds Rate Target Federal Funds Rate Target 
Percent

1

2

3

4

5

0

1

20
05

12
28

20
06

05
17

20
06

10
04

20
07

02
21

20
07

07
11

20
07

11
28

20
08

04
16

20
08

09
03

20
09

01
21

FEDERAL RESERVE BANK OF DALLAS

450

500

TED SpreadTED Spread
(LIBOR minus (LIBOR minus TbillTbill ))

Basis Points

100

150

200
250

300

350

400

0

50

20
06

01
03

20
06

05
23

20
06

10
10

20
07

02
27

20
07

07
17

20
07

12
04

20
08

04
22

20
08

09
09

20
09

01
27

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 
Dallas or the Federal Reserve System.  



4/9/2009

4

3

SecuritizationsSecuritizations
(asset(asset--backed securities outstanding)backed securities outstanding)

$ Trillions

1

2

0
2002 2003 2004 2005 2006 2007 2008

FEDERAL RESERVE BANK OF DALLAS

12

CREDIT CARD AUTO STUDENT LOAN
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Bernanke:  “credit easing”
(January 13, 2009)

• 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 marketsand investors in key credit markets

• Purchase of longer-term securities in open 
market operations

FEDERAL RESERVE BANK OF DALLAS

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 suchcorporation the Federal reserve bank shall obtain evidence that such 
individual, partnership, or corporation is unable to secure adequate 

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 
Dallas or the Federal Reserve System.  



4/9/2009

6

J G C D O F G T 
D T Q T A F T O 

TAF
TSLF
PDCF

Fed Facilities – More Acronyms

C A W Z D X S P 
Y L M R C K L H 
A F M M P P F J 

PDCF
TOP
AMLF
CPFF
MMIFFM P I B L D F Z 

L H F S F Z I F 
F R F F P D C F

MMIFF
RMBSF
CDOF
TALF

2700

Federal Reserve AssetsFederal Reserve Assets
$ Billions

1500

1900

2300

700

1100

Jan 5
2005

Aug 3
2005

Mar 1
2006

Sept 27
2006

Apr 25
2007

Nov 21
2007

Jun 18
2008

Jan 14
2009

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 
Dallas or the Federal Reserve System.  



4/9/2009

7

Federal Reserve Assets: 2006
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http://www.federalreserve.gov/monetarypolicy/bst.htm
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http://www.newyorkfed.org/markets/Forms_of_Fed_Lending.pdf
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Summary

Traditional Fed polic tools• Traditional Fed policy tools

• Unusual and exigent circumstances

F d l R b l h t• Federal Reserve balance sheet
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