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Purpose

The Federal Reserve prepares this monthly report as
part of its efforts to enhance transparency in connec-
tion with its various programs to foster market liquid-
ity and financial stability and to ensure appropriate
accountability to the Congress and the public concern-
ing policy actions taken to address the financial crisis.
The report provides detailed information on the new
policy tools that have been implemented since the
summer of 2007.! The Federal Reserve considers trans-
parency about the goals, conduct, and stance of mon-
etary policy to be fundamental to the effectiveness of
monetary policy. The Federal Reserve Act sets forth

1. Financial information in this report has not been audited.
Audited financial data are prepared annually and are available at
www.federalreserve.gov/monetarypolicy/bst_fedfinancials.htm.

the goals of monetary policy, specifically “to promote
effectively the goals of maximum employment, stable
prices, and moderate long-term interest rates.” Since
the summer of 2007, the Federal Reserve has under-
taken a number of important steps aimed at providing
liquidity to important financial markets and institutions
to support overall financial stability. Financial stability
is a critical prerequisite for achieving sustainable eco-
nomic growth, and all of the Federal Reserve’s actions
during the crisis have been directed toward achieving
its statutory monetary policy objectives.

For prior editions of this report along with other
resources, please visit the Board’s public website at
http://www.federalreserve.gov/monetarypolicy/
bst_reportsresources.htm.
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Overview

Recent Developments

¢ In the four weeks since the last monthly report, con-
tinued improvements in financial market conditions
have been accompanied by further declines in credit
extended through many of the Federal Reserve’s
liquidity programs.

e On June 25, the Federal Reserve announced the
extensions through February 1, 2010, of the Asset-
Backed Commercial Paper Money Market Mutual
Fund Liquidity Facility (AMLF), the Commercial
Paper Funding Facility (CPFF), the Primary Dealer
Credit Facility (PDCF), the Term Securities Lending
Facility (TSLF), and the temporary reciprocal cur-
rency arrangements (swap lines) with other central
banks. The current expiration dates for the Money
Market Investor Funding Facility (MMIFF) and the
Term Asset-Backed Securities Loan Facility (TALF)
remain set at October 30, 2009, and December 31,
2009, respectively. The Federal Reserve also

announced that some TSLF auctions will be sus-
pended, that Term Auction Facility (TAF) auction
amounts will be reduced from $150 billion to $125
billion, and that an additional administrative criterion
was added for the AMLF.

The Federal Reserve has continued to purchase large
volumes of Treasury, agency, and agency-guaranteed
mortgage-backed securities (MBS) under its large-
scale asset purchase programs.

TALF subscriptions in June were approximately $11
billion, supporting primary issuance of 13 asset-
backed securities (ABS) deals worth a total of about
$16 billion. There were approximately $5 billion in
loan requests at the TALF operation on July 7; these
requests supported issuance of nine ABS deals worth
a total of about $12 billion.

While the level of reserve balances remains quite
high, the drop in use of various lending programs
over the past four weeks has resulted in a net decline
in reserves.

Table 1. Selected Assets, Liabilities, and Capital Accounts of the Federal Reserve System

($ billions)

Item

Current Change from Change from

June 24, 2009 May 27, 2009 June 25, 2008
TOLAl ASSELS ..ottt ettt ettt e e e 2,028 -54 +1,133
Selected assets:

Securities held outright ...t 1,217 +110 +738
U.S. Treasury securities' 653 +53 +174
Agency securities’ ..o 97 +17 +97
Agency-guaranteed mortgage-backed securities? ... .. 467 +40 +467
Memo: TSLE ... 7 =21 -98

Lending to depository and other financial institutions ...................... 348 -89 +183
Primary, secondary, and seasonal credit 49 +11 +35
TAF. . 283 -90 +133
PDCE 0 0 -2
AMLEF L 15 -11 +15

Foreign central bank liquidity swaps® ...................ccoooiiiiiini... 119 -62 +57

Lending through other credit facilities.........................oo 149 -16 +149
CPFF* 124 =25 +124
TALF 25 +10 +25

Support for specific institutions .. 105 -1 +105
Credit extended t0 AIG” ..ottt 43 -1 +43
Net portfolio holdings of Maiden Lane I, II, and )11 62 0 +62

Total Habilities . .. ..ottt et e e e 1,980 -57 +1,126
Selected liabilities:

Federal reserve notes in circulation.................oooiiiiiiiiinei... 867 -3 +79

Deposits of depository institutions 745 -132 +732

U.S. Treasury, general account ....................... 79 +68 +75

U.S. Treasury, supplementary financing account...... 200 0 +200

Other deposits ........ooovuviiiiniiiin i, 5 +5 +5

Total capital...........ooo i 48 +3 +8

Note: Unaudited. Securities loans under the TSLF are off-balance-sheet transactions. TSLF loans are shown here as a memo item to indicate the portion
of securities held outright that have been lent through this program. Components may not add because of rounding.

1. Face value.

2. Current face value, which is the remaining principal balance of the underlying mortgages.
3. Dollar value of the foreign currency held under these agreements valued at the exchange rate to be used when the foreign currency is returned to the

foreign central bank.

4. Book value of net portfolio holdings, includes commercial paper holdings, net, and about $4 billion in other investments.

5. Excludes credit extended to Maiden Lane II and III.

6. Fair value, reflecting valuations as of March 31, 2009. Fair value reflects an estimate of the price that would be received upon selling an asset if the
transaction were to be conducted in an orderly market on the measurement date. Fair values are updated quarterly.
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Figure 1. Credit and Liquidity Programs and the Federal Reserve’s Balance Sheet
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System Open Market Account Holdings and Liquidity
Arrangements with Foreign Central Banks

System Open Market Account (SOMA)
Portfolio

Recent Developments

e The SOMA portfolio has continued to expand in
recent weeks, reflecting Federal Reserve purchases
of securities under the large-scale asset purchase pro-
grams (LSAPs) announced by the Federal Open
Market Committee (FOMC).

e As of June 24, the Federal Reserve had settled pur-
chases of about $177 billion in Treasury securities,
$95 billion in agency debt, and $467 billion in
agency-guaranteed mortgage-backed securities. The
settled purchases to date have increased the size of
the SOMA portfolio to well over twice the level pre-
vailing in August 2008.

e So far, about 85 percent of the Treasury purchases
have been nominal Treasury securities in the 2- to
10-year maturity range and 13 percent in maturities
greater than 10 years. The remainder of the pur-
chases has been in Treasury Inflation-Protected Secu-
rities (TIPS) and nominal securities maturing in less
than two years.

Background

Open market operations (OMOs)—the purchase and
sale of securities in the open market by a central
bank—are a key tool used by the Federal Reserve in
the implementation of monetary policy. Historically,
the Federal Reserve has used OMOs to adjust the sup-
ply of reserve balances so as to keep the federal funds
rate around the target federal funds rate established by
the FOMC. OMOs are conducted by the Trading Desk
at the Federal Reserve Bank of New York (FRBNY),
which acts as agent for the FOMC. The range of secu-
rities that the Federal Reserve is authorized to pur-
chase and sell is relatively limited. The authority to
conduct OMOs is found in section 14 of the Federal
Reserve Act.

OMOs can be divided into two types: permanent
and temporary. Permanent OMOs are outright pur-
chases or sales of securities for the System Open Mar-
ket Account, the Federal Reserve’s portfolio. Perma-
nent OMOs are generally used to accommodate the
longer-term factors driving the expansion of the Fed-
eral Reserve’s balance sheet, principally the trend

growth of currency in circulation. Temporary OMOs
are typically used to address reserve needs that are
deemed to be transitory in nature. These operations are
either repurchase agreements (repos) or reverse repur-
chase agreements (reverse repos). Under a repo, the
Trading Desk buys a security under an agreement to
resell that security in the future. A repo is the eco-
nomic equivalent of a collateralized loan, in which the
difference between the purchase and sale prices reflects
the interest on the loan.

Each OMO affects the Federal Reserve’s balance
sheet; the size and nature of the effect depends on the
specifics of the operation. The Federal Reserve pub-
lishes its balance sheet each week in the H.4.1 statisti-
cal release, “Factors Affecting Reserve Balances of
Depository Institutions and Consolidated Statement of
Condition of Reserve Banks.” The release separately
reports securities held outright, repos, and reverse
repos (www.federalreserve.gov/releases/h41).

The Federal Reserve’s approach to the implementa-
tion of monetary policy has evolved considerably since
2007, and particularly so since late 2008. The FOMC
has established a near-zero target range for the federal
funds rate, implying that the very large volume of
reserve balances provided through the various liquidity
facilities is consistent with the FOMC’s funds rate
objectives. In addition, open market operations have
provided increasing amounts of reserve balances. To
help reduce the cost and increase the availability of
credit for the purchase of houses, on November 25,
2008, the Federal Reserve announced that it would buy
direct obligations of Fannie Mae, Freddie Mac, and the
Federal Home Loan Banks and mortgage-backed secu-

Table 2. System Open Market Account (SOMA) Holdings
As of June 24, 2009

Security type T()(?lbli)ﬁfogl)ue
U.S. Treasury bills ..., 18
U.S. Treasury notes and bonds ........................ 587
Treasury Inflation-Protected Securities' ................ 43
Federal agency SeCUTities”. . ..........c.ovveueennanenn.. 97
Mortgage-backed securities® ........................... 467
Total SOMA holdings..........oovviiiiiiiiiineii.s 1,212

Note: Unaudited.

1. Does not reflect inflation compensation of about $5 billion.

2. Direct obligations of Fannie Mae, Freddie Mac, and Federal Home
Loan Banks.

3. Guaranteed by Fannie Mae, Freddie Mac, and Ginnie Mae. Current
face value of the securities, which is the remaining principal balance of
the underlying mortgages.
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rities guaranteed by Fannie Mae, Freddie Mac, and
Ginnie Mae. The Federal Reserve determined that sup-
porting the MBS “dollar roll” market promotes the
goals of the MBS purchase program. Dollar roll trans-
actions, which consist of a purchase of securities com-
bined with an agreement to sell securities in the future,
provide short-term financing to the MBS market.
Because of principal and interest payments and occa-
sional delays in the settlement of transactions, the Fed-
eral Reserve also has some uninvested cash associated
with the mortgage-backed securities purchase program.
The FOMC has authorized purchases of up to $1.25
trillion of agency MBS and up to $200 billion of
agency direct obligations by the end of this year. The
Federal Reserve’s outright holdings of mortgage-
backed securities are reported in tables 1, 3, 9, and 10
of the H.4.1 statistical release.

In March 2009, the FOMC announced that it would
also purchase up to $300 billion of longer-term Trea-
sury securities over the next six months to help
improve conditions in private credit markets. The
Federal Reserve has purchased a range of securities
across the maturity spectrum, including TIPS. The bulk
of purchases have been in intermediate maturities. The
Federal Reserve conducts purchases through regular
auctions, with the auction results posted to the FRBNY
website at www.newyorkfed.org/markets/
openmarket.html.

Liquidity Swaps
Recent Developments

e Usage of the Federal Reserve’s foreign central bank
dollar liquidity swaps has continued to decline in
recent weeks, consistent with a general improvement
of conditions in short-term funding markets.

¢ As shown in Table 3, as of June 24, total dollar
liquidity extended to foreign central banks had
dropped to $119 billion.

* On June 25, the Federal Reserve announced the
extension of its dollar and foreign currency liquidity
swap arrangements with other central banks through
February 1, 2010. The Bank of Japan will consider
the extension of the liquidity swap arrangements
with the Federal Reserve (currently authorized
through October 30, 2009), and will announce its
decision following its next Monetary Policy Meeting.

Background

Because of the global character of bank funding mar-
kets, the Federal Reserve has worked with other cen-
tral banks in providing liquidity to financial markets

and institutions. As part of these efforts, the FRBNY
has entered into agreements to establish temporary
reciprocal currency arrangements (central bank liquid-
ity swap lines) with a number of foreign central banks.
Two types of temporary swap lines have been
established—dollar liquidity lines and foreign-currency
liquidity lines.

The FRBNY operates swap lines under the authority
in section 14 of the Federal Reserve Act and in com-
pliance with authorizations, policies, and procedures
established by the FOMC.

Dollar Liquidity Swaps

On December 12, 2007, the FOMC announced that it
had authorized dollar liquidity swap lines with the
European Central Bank and the Swiss National Bank
to provide liquidity in U.S. dollars to overseas markets.
Subsequently, the FOMC authorized dollar liquidity
swap lines with additional central banks. The FOMC
has authorized through February 1, 2010, the arrange-
ments between the Federal Reserve and each of the
following central banks: the Reserve Bank of Australia,
the Banco Central do Brasil, the Bank of Canada, Dan-
marks Nationalbank, the Bank of England, the Euro-
pean Central Bank, the Bank of Korea, the Banco de
Mexico, the Reserve Bank of New Zealand, Norges
Bank, the Monetary Authority of Singapore, Sveriges
Riksbank, and the Swiss National Bank. The Bank of
Japan will consider the extension of the dollar liquidity
swap arrangement with the Federal Reserve (currently
authorized through October 30, 2009), and will
announce its decision following its next Monetary
Policy Meeting.

Swaps under these lines consist of two transactions.
When a foreign central bank (FCB) draws on its swap
line with the FRBNY, the FCB sells a specified

Table 3. Amounts Outstanding under
Dollar Liquidity Swaps

Amount Amount

Central bank ($ billions) | ($ billions)

6/24/2009 12/31/2008
Bank of Canada ......................... ... 0 0
Banco de Mexico.........ocoviiiiiiiiinn.., 3 0
European Central Bank..................... 60 291
Swiss National Bank ....................... 0 25
Bank of Japan.....................o 18 123
Bank of England ........................... 3 33
Danmarks Nationalbank .................... 4 15
Reserve Bank of Australia . 0 23
Sveriges Riksbank...... . 17 25
Norges Bank.................... . 5 8
Reserve Bank of New Zealand . 0 0
Bank of Korea.................. 10 10
Banco Central do Brasil ........ . 0 0
Monetary Authority of Singapore........... 0 0
Total...ooee e 119 554

Note: Unaudited. Components may not add because of rounding.
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amount of its currency to the FRBNY in exchange for
dollars at the prevailing market exchange rate. The
FRBNY holds the foreign currency in an account at
the FCB. The dollars that the FRBNY provides are
deposited in an account that the FCB maintains at the
FRBNY. At the same time, the FRBNY and the FCB
enter into a binding agreement for a second transaction
that obligates the FCB to buy back its currency on a
specified future date at the same exchange rate. The
second transaction unwinds the first. Because the swap
transaction will be unwound at the same exchange rate
used in the initial transaction, the recorded value of the
foreign currency amounts is not affected by changes in
the market exchange rate. At the conclusion of the sec-
ond transaction, the FCB pays interest at a market-
based rate to the FRBNY.

When the FCB lends the dollars it obtained by
drawing on its swap line to institutions in its jurisdic-
tion, the dollars are transferred from the FCB account
at the FRBNY to the account of the bank that the bor-
rowing institution uses to clear its dollar transactions.
The FCB remains obligated to return the dollars to the
FRBNY under the terms of the agreement, and the
FRBNY is not a counterparty to the loan extended by
the FCB. The FCB bears the credit risk associated with
the loans it makes to institutions in its jurisdiction.

The foreign currency that the Federal Reserve
acquires is an asset on the Federal Reserve’s balance
sheet. In tables 1, 9, and 10 of the H.4.1 statistical
release, the dollar value of amounts that the foreign
central banks have drawn but not yet repaid is reported
in the line entitled Central bank liquidity swaps. Dollar

liquidity swaps have maturities ranging from overnight
to three months. Table 2 of the H.4.1 statistical release
reports the remaining maturity of outstanding dollar
liquidity swaps.

Foreign-Currency Liquidity Swap Lines

On April 6, 2009, the FOMC announced foreign-
currency liquidity swap lines with the Bank of
England, the European Central Bank, the Bank of
Japan, and the Swiss National Bank. These lines are
designed to provide the Federal Reserve with the
capacity to offer liquidity to U.S. institutions in foreign
currency should a need arise. These lines mirror the
existing dollar liquidity swap lines, which provide
FCBs with the capacity to offer U.S. dollar liquidity to
financial institutions in their jurisdictions. If drawn
upon, the foreign-currency swap lines would support
operations by the Federal Reserve to address financial
strains by providing liquidity to U.S. institutions in
amounts of up to £30 billion (sterling), €80 billion
(euro), ¥10 trillion (yen), and CHF 40 billion (Swiss
francs). The FOMC has authorized these liquidity swap
lines with the Bank of England, the European Central
Bank, and the Swiss National Bank through February
1, 2010. The Bank of Japan will consider the extension
of the foreign-currency liquidity swap arrangement
with the Federal Reserve (currently authorized through
October 30, 2009) and will announce its decision fol-
lowing its next Monetary Policy Meeting. So far, the
Federal Reserve has not drawn on these swap lines.
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Lending Facilities to Support Overall Market Liquidity

Lending to Depository Institutions

Recent Developments

* Credit provided to depository institutions through the
discount window and the Term Auction Facility
(TAF) has continued to decline, primarily reflecting
reductions in loans outstanding under the TAF.

e Recent TAF auctions have been undersubscribed and,
as a result, the auction rate has been equal to the
minimum bid rate of 25 basis points for some time.

* The July TAF auctions will be reduced in size to
$125 billion. The Federal Reserve anticipates that
TAF auction sizes will gradually be reduced further
if market conditions continue to improve in coming
months.

Background

The discount window helps to relieve liquidity strains
for individual depository institutions and for the bank-
ing system as a whole by providing a source of fund-
ing in time of need. Much of the statutory framework
that governs lending to depository institutions is con-
tained in section 10B of the Federal Reserve Act, as
amended. The general policies that govern discount
window lending are set forth in the Board’s Regulation
A. Depository institutions have, since 2003, had access
to three types of discount window credit—primary
credit, secondary credit, and seasonal credit. Primary
credit is available to depository institutions in gener-
ally sound financial condition with few administrative

Table 4. Discount Window Credit Outstanding
to Depository Institutions

Daily average borrowing for each class of borrower over four weeks
ending June 24, 2009

Average Average
Type and size of borrower number of borrowing
borrowers' | ($ billions)?
Commercial banks®

Assets: more than $50 billion............ 26 212
Assets: $5 billion to $50 billion..... . 57 132
Assets: $250 million to $5 billion 139 18
Assets: less than $250 million ........... 94 1
Thrift institutions and credit unions......... 48 8
Total.....oooiii 364 371

Note: Includes primary, secondary, seasonal, and Term Auction Facility
credit. Size categories based on total domestic assets as of March 31,
2009. Components may not sum to total because of rounding.

1. Average daily number of depository institutions with credit
outstanding. Over this period, a total of 576 institutions borrowed.

2. Average daily borrowing by all depositories in each category.

3. Includes branches and agencies of foreign banks.

Table 5. Discount Window Credit Outstanding
to Depository Institutions—Concentration

at Largest Borrowers

For four weeks ending June 24, 2009

Ranki Number of Daily average
anking borrowers borrowing
’ ($ billions)

Rank by amount of borrowing

Topfive........ooooiiiiii 5 127

Next five.....oooovviiiiiiiniiiin ., 5 58

Other. ......oooviiii i 354 186
Total. ..o 364 371

Note: Amount of primary, secondary, seasonal, and TAF credit
extended to the top five and next five borrowers on each day, as ranked
by daily average borrowing. Components may not sum to total because
of rounding.

requirements. Secondary credit may be provided to
depository institutions that do not qualify for primary
credit subject to review by the lending Reserve Bank.
Seasonal credit provides short-term funds to smaller
depository institutions that experience regular seasonal
swings in loans and deposits. In December 2007, the
Federal Reserve introduced the TAF, which provides
credit through an auction mechanism to depository
institutions in generally sound financial condition. All
regular discount window loans and TAF loans must be
fully collateralized to the satisfaction of the lending
Reserve Bank, with an appropriate “haircut” applied to
the value of the collateral.

In extending credit to depository institutions, the
Federal Reserve closely monitors the financial condi-
tion of borrowers. Monitoring the financial condition
of depository institutions is a four-step process
designed to minimize the risk of loss to the Federal
Reserve posed by weak or failing depository institu-
tions. The first step is monitoring, on an ongoing basis,
the safety and soundness of all depository institutions
that access or may access the discount window and the
payment services provided by the Federal Reserve. The
second step is identifying institutions whose condition,
characteristics, or affiliation would present higher-than-
acceptable risk to the Federal Reserve in the absence
of controls on their access to Federal Reserve lending
facilities and other Federal Reserve services. The third
step is communicating—to staff within the Federal
Reserve System and to other supervisory agencies, if
and when necessary—relevant information about those
institutions identified as posing higher risk. The fourth
step is implementing appropriate measures to mitigate
the risks posed by such entities.
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At the heart of the condition monitoring process is
an internal rating system that provides a framework for
identifying institutions that may pose undue risks to
the Federal Reserve. The rating system relies mostly
on information from each institution’s primary supervi-
sor, including CAMELS ratings,! to identify potentially
problematic institutions and classify them according to
the severity of the risk they pose to the Federal
Reserve. Having identified institutions that pose a
higher risk, the Federal Reserve then puts in place a
standard set of risk controls that become increasingly
stringent as the risk posed by an institution grows;
individual Reserve Banks may implement additional
risk controls to further mitigate risk if they deem it
necessary.

Collateral Pledged by Depository Institutions

Recent Developments

* As indicated in Table 6, total collateral pledged by
borrowing depository institutions was about $900
billion as of June 24, almost three times the amount
of credit outstanding.

Background

All extensions of credit by the Federal Reserve must
be secured to the satisfaction of the lending Reserve
Bank by “acceptable collateral.” Assets accepted as
collateral are assigned a lendable value deemed appro-
priate by the Reserve Bank; lendable value is deter-
mined as the market price of the asset less a haircut.
When a market price is not available, a haircut may be
applied to the outstanding balance or a valuation based
on an asset’s cash flow. Haircuts reflect credit risk and,
for traded assets, the historical volatility of the asset’s
price and the liquidity of the market in which the asset
is traded; the Federal Reserve’s haircuts are generally
in line with typical market practice. The Federal
Reserve applies larger haircuts, and thus assigns lower
lendable values, to assets for which no market price is
available relative to comparable assets for which a
market price is available. Borrowers may be required
to pledge additional collateral if their financial condi-
tion weakens. Collateral is pledged under the terms
and conditions specified in the Federal Reserve Banks’
standard lending agreement, Operating Circular No. 10.
(www.frbservices.org/files/regulations/pdf/
operating_circular_10.pdf).

1. CAMELS is a rating system employed by banking regulators to
assess the soundness of depository institutions. CAMELS is an acro-
nym that stands for Capital, Assets, Management, Earnings, Liquid-
ity, and Sensitivity.

Table 6. Lending to Depository Institutions—
Collateral Pledged by Borrowers
As of June 24, 2009

Type of collateral Le&dﬁlﬁlﬁ;}zﬁue

Loans

Commercial ...........oooiiiiiiiiiiii 235

Residential mortgage ................. 88

Commercial real estate 90

CONSUMET .. ettt et et e e e e e 78
Securities

US Treasury/agency ..........oeeueeeeeuuneeenneeen. 13

Municipal 33

Corporate market instruments ....................... 47
MBS/Collateralized Mortgage Obligations (CMO):

Agency-backed ... 73

MBS/CMO: Other 34

Asset-backed ... 155

International (sovereign, agency, municipal,

and COTPOTALE) . ..e.vueeire e e 53

Total ..o 899

Note: Collateral pledged by borrowers of primary, secondary, seasonal,
and TAF credit as of the date shown. Total primary, secondary, seasonal,
and TAF credit on this date was $332 billion. The lendable value of
collateral pledged by all depository institutions, including those without
any outstanding loans, was $1,570 billion. Lendable value is value after
application of appropriate haircuts. Components may not sum to total
because of rounding.

Discount window loans and extensions of credit
through the TAF are made with recourse to the bor-
rower beyond the pledged collateral. Nonetheless, col-
lateral plays an important role in mitigating the credit
risk associated with these extensions of credit. The
Federal Reserve generally accepts as collateral for dis-
count window loans and TAF credit any assets that
meet regulatory standards for sound asset quality. This
category of assets includes most performing loans and
most investment-grade securities, although for some
types of securities (including commercial mortgage-
backed securities, collateralized debt obligations, col-
lateralized loan obligations, and certain non-dollar-
denominated foreign securities) only AAA-rated

Table 7. Securities Pledged by Depository Institutions
by Rating
As of June 24, 2009

Lendable value

Type of security and rating ($ billions)

U.S. Treasury, agency and agency-guaranteed securities. . 117
Other securities

AAA. 211

48

71

28

120

Total ..o 595

Note: Lendable value for all institutions that have pledged collateral
including those that were not borrowing on the date shown. Lendable
value is value after application of appropriate haircuts. Components may
not sum to total because of rounding.

1. Includes short-term securities with A-1+ rating or MIG1 or SP-1+
municipal bond rating.

2. Includes short-term securities with A-1 rating or SP-1 municipal
bond rating.

3. Includes short-term securities with A-2, P-2, A-3, or P-3 rating.

4. Determined based on credit review by Reserve Bank.
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Table 8. Discount Window Credit Outstanding to
Depository Institutions—Percent of Collateral Used
As of June 24, 2009

Table 10. Concentration of Borrowing
at the PDCF and TSLF
As of June 24, 2009

P . Number of Total' Number of Daily average
ercent of collateral used borrowers borrowing borrowers borrowing
’ ($ billions) ) ($ billions)
101 49 Rank by amount of borrowing
115 63 Top five...ooviiiii * 7
108 140 Next five NA NA
50 79 Other. . NA NA
16 1 Total......oooiiiii *
390 332

Note: Components may not add to total because of rounding.

securities are accepted. Institutions may not pledge as
collateral any instruments that they or their affiliates
have issued. Additional collateral is required for dis-
count window and TAF loans with remaining maturity
of more than 28 days—for these loans, borrowing only
up to 75 percent of available collateral is permitted. To
ensure that they can borrow from the Federal Reserve
should the need arise, many depository institutions that
do not have an outstanding discount window or TAF
loan nevertheless routinely pledge collateral.

Collateral

As shown in Table 8, most depository institutions that
borrow from the Federal Reserve maintain collateral
well in excess of their current borrowing levels.

Lending to Primary Dealers

Recent Developments

* Borrowing at the Term Securities Lending Facility
(TSLF) continued to decline in recent weeks as a
result of further improvement in the conditions in
money markets. There has been no borrowing at the
Primary Dealer Credit Facility (PDCF) since mid-
May.

e On June 25, the Federal Reserve announced the
extension of the PDCF and TSLF through February
1, 2010. However, starting in July, TSLF Schedule 1
and Term Securities Lending Facility Options Pro-
gram (TOP) auctions will be suspended.

Table 9. Credit Outstanding to Primary Dealers
As of June 24, 2009

Borrowing under
primary dealer credit
facility (PDCF) facility (TSLF)
($ billions) ($ billions)

* 0 7

Borrowing under term

securities lendin
Number of borrowers 2

Note: Borrowing figures represent total amounts of PDCF and TSLF
credit extended on June 24, 2009. The total reported for the TSLF
represents the par value of securities lent.

* Three or fewer borrowers.

NA - Not applicable
* Three or fewer borrowers.

Background

On March 16, 2008, the Federal Reserve announced
the creation of the PDCF, which is an overnight loan
facility that provides funding to primary dealers and
helps foster improved conditions in financial markets
more generally. The Federal Reserve Board has autho-
rized the extension of credit from the PDCF through
February 1, 2010. While there is currently no borrow-
ing under the PDCEF, the Board believes that it is
appropriate to continue to provide the PDCF as a
backstop facility in the near term, while financial mar-
ket conditions remain somewhat fragile.

PDCEF credit is fully secured by collateral with
appropriate haircuts—that is, the value of the collateral
exceeds the value of the loan extended. Initially, eli-
gible collateral was restricted to investment-grade
securities. On September 14, 2008, the eligible set of
collateral was broadened to closely match the types of
instruments that can be pledged in the tri-party repur-
chase agreement systems of the two major clearing
banks. On September 21 and November 23, 2008, the
Federal Reserve Board authorized the extension of
credit to a set of other securities dealers on terms very
similar to the PDCF. Credit extended under either pro-
gram is reported in table 1 of the H.4.1 statistical
release as “Primary dealer and other broker-dealer
credit” and is included in “Other loans” in tables 9 and
10 of the H.4.1 release.

On March 11, 2008, the Federal Reserve announced
the creation of the TSLF. Under the TSLF, the FRBNY
lends Treasury securities to primary dealers for 28
days against eligible collateral in two types of auc-
tions. For so-called “Schedule 1” auctions, the eligible
collateral consists of Treasury securities, agency securi-
ties, and agency-guaranteed mortgage-backed securi-
ties. For “Schedule 2” auctions, the eligible collateral
includes Schedule 1 collateral plus highly rated private
securities. In mid-2008, the Federal Reserve introduced
the Term Securities Lending Facility Options Program
(TOP), which offers options to primary dealers to draw
upon short-term, fixed-rate TSLF loans from the
SOMA portfolio in exchange for program-eligible
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Table 11. PDCF Collateral
As of June 24, 2009

Table 13. TSLF Collateral
As of June 24, 2009

Lendable value

Type of collateral (S billions)

Lendable value

Type of collateral ($ billions)

Securities
U.S. Treasury/agency
Municipal ...l
Corporate market instruments ...........
MBS/CMO: agency-guaranteed..........
MBS/CMO: other ...........coooevee..
Asset-backed ...

oo oooocOoOoo

Note: Collateral pledged by borrowers of PDCF and related credit to
primary dealers as of the date shown. Credit on that date totaled $0
billion. Lendable value is value after application of appropriate haircuts.
Components may not sum to total because of rounding.

collateral. The TOP program is intended to enhance the
effectiveness of TSLF by offering added liquidity over
periods of heightened collateral market pressures, such
as quarter-end dates. The Federal Reserve Board has
authorized the extension of credit from the TSLF
through February 1, 2010. TSLF Schedule 1 and TOP
auctions, however, were suspended effective July 2009
in light of considerably lower use of the facility.

The TSLF and TOP programs support the liquidity
of primary dealers and foster improved conditions in
financial markets more generally. Securities lent
through these programs are reported in table 1A of the
H.4.1 statistical release.

In addition to the TSLF and TOP, the Federal
Reserve has long operated an overnight securities lend-
ing facility as a vehicle to address market pressures for
specific Treasury securities that are particularly sought
after. Amounts outstanding under that program are,
generally, fairly modest, and these are also reported in
table 1A of the H.4.1 statistical release.

Table 12. PDCF Collateral by Rating
As of June 24, 2009

Lendable value

Type of collateral ($ billions)

U.S. Treasury/agency SeCUIities ...............ueeeenn.. 0
Other securities

SoCoOooOo oo OoO

Securities
U.S. Treasury/agency .........ceuuueeeuuuneeennneenns
Municipal
Corporate
MBS/CMO: agency-guaranteed. . ..
MBS/CMO: other .................
Asset-backed

00 W) = W = ¥ %

Note: Collateral pledged by borrowers of TSLF as of the date shown.
Borrowing on the date shown was $7 billion. Lendable value is value
after application of appropriate haircuts. Components may not sum to
total because of rounding.

* Less than $500 million.

Collateral

Eligible collateral for loans extended through the
PDCEF includes all assets eligible for tri-party repur-
chase agreement arrangements through the major clear-
ing banks as of September 12, 2008. The amount of
PDCF credit extended to any dealer may not exceed
the lendable value of eligible collateral that the dealer
has provided to the FRBNY. The collateral is valued
by the clearing banks; values are based on prices
reported by a number of private-sector pricing services
widely used by market participants. Loans extended
under the PDCF are made with recourse beyond the
collateral provided by the primary dealer entity itself.

Transactions under the TSLF involve lending securi-
ties rather than cash; a dealer borrows Treasury securi-
ties from the Federal Reserve and provides another
security as collateral. Eligible collateral is determined
by the Federal Reserve. Currently, two schedules of
collateral are defined. Schedule 1 collateral is Treasury,
agency, and agency-guaranteed mortgage-backed secu-
rities. Schedule 2 collateral is investment-grade corpo-
rate, municipal, mortgage-backed, and asset-backed
securities, as well as Schedule 1 collateral. Haircuts on
posted collateral are determined by the FRBNY using
methods consistent with current market practices.

Table 14. TSLF Collateral by Rating
As of June 24, 2009

Lendable value

Type of collateral ($ billions)

U.S. Treasury, agency, and agency-guaranteed securities 3
Other securities

00 N = =

Note: Collateral pledged by borrowers of PDCF and related credit to
primary dealers as of the date shown. Credit on that date totaled $0
billion. Lendable value is value after application of appropriate haircuts.
Components may not sum to total because of rounding.

Note: Collateral pledged by borrowers of TSLF on the date shown.
Borrowing on that date was $7 billion. Lendable value is value after
application of appropriate haircuts. TSLF collateral must be
investment-grade. Components may not sum to total because of rounding.
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Breakdowns of TSLF collateral by asset type and
credit rating are shown in Tables 13 and 14,
respectively.

Commercial Paper Funding Facility (CPFF)

Recent Developments

* A significant portion of maturing paper in the CPFF
over recent weeks has not been rolled over. Improve-
ments in market conditions have allowed some bor-
rowers to obtain financing from private investors in
the commercial paper market or from other sources.

e On June 25, the Federal Reserve announced that the
CPFF will be extended through February 1, 2010.

Background

The CPFF is a facility, authorized under section 13(3)
of the Federal Reserve Act, that supports liquidity in
the commercial paper markets. The CPFF provides a
liquidity backstop to U.S. issuers of commercial paper
through a specially created limited liability company
(LLC) called the CPFF LLC. This LLC purchases
three-month unsecured and asset-backed commercial
paper directly from eligible issuers. The FRBNY pro-
vides financing to the LLC, and the FRBNY’s loan to
the LLC is secured by all of the assets of the LLC,
including those purchased with the cumulated upfront
fees paid by the issuers. Breakdowns of commercial
paper held in the CPFF LLC, by type and credit rating,
are shown in Tables 16 and 17, respectively.

Table 15. CPFF Concentration of Largest Issuers
For four weeks ending June 24, 2009

Daily average
Rank Igg;?g‘izgf boi/rowingg
: ($ billions)
Rank by amount of commercial paper (CP)

Top five iSSUers .........oveeeuineiinnn... 5 50
Next five iSSUSTS .. .ovvvneeiineeiennns 5 27
Other iSSUETS . ....vvueii i 40 57
Total.....o.ooviiiii 50 134

Note: Amount of commercial paper held in the CPFF that was issued
by the top five and the next five issuers on each day. Components may
not sum to total because of rounding.

Table 16. CPFF Commercial Paper Holdings by Type
As of June 24, 2009

Type of commercial paper Value ($ billions)

Unsecured commercial paper

Issued by financial firms............................. 45
Issued by nonfinancial firms......................... *
Asset-backed commercial paper...................c..... 76
Total ... 121

Note: Components may not sum to total because of rounding; does not
include $4 billion in accumulated earnings invested in other liquid assets.
* Less than $500 million.

Table 17. CPFF Commercial Paper Holdings by Rating
As of June 24, 2009

Type of collateral Value ($ billions)

Commercial paper with rating'

A-T/P-1/F-1 oo 117

Split-rated ......oooe 3
Downgraded after purchase ............................ *
Total ... 121

Note: Components may not sum to total because of rounding; does not
include $4 billion of other investments.

1. The CPFF purchases only U.S. dollar-denominated commercial
paper (including asset-backed commercial paper (ABCP)) that is rated at
least A-1/P-1/F-1 by Moody’s, S&P, or Fitch, and, if rated by more than
one of these rating organizations, is rated at least A-1/P-1/F-1 by two or
more. “Split-rated” is acceptable commercial paper that has received an
A-1/P-1/F-1 rating from two rating organizations and a lower rating from
a third rating organization. Some pledged commercial paper w