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Distribution of Cash Assets Among Different Categories of Commercial Banks

Reserve balances and TDF investments account for the bulk of cash assets
on the Fed's weekly H.8 report - In billions of dollars
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A 3-year experiment in regulatory
revealed preference...

As long as foreign banks are willing
to act as the swing players in the
market for reserves, domestic banks
can control the amount of reserves
they absorb. And for the past three
years, the answer to that particular
optimization problem has held
steady at $1.5 trillion.



View from the New York Fed’s Open Market Desk:
Keep the supply of reserves in the flat part of the demand curve

Figure 1
Current Framework for Monetary Policy Implementation
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The Treasury's General Account at the Fed
in billions of dollars
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Estimated Financial Market Utility Deposits at the New York and

Chicago Federal Reserve Banks -- Wednesday levels in billions of dollars The OUtIOOk for CCP
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MMF Repos with Extreme European Window-Dressers
The fotals refiect e achvity of seven French, Geman and Swiss msfiutons
Monsh-end values in billons of dollars - broken dowm by collziesl fype
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Cash Assets of U.5. Branches & Agencies of Frgn Banks
Wednzzday levels combined with quarier-end fgures fom the
Fed's "Table 4.30" - in tillons of dollars
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Regulatory constraints
have resulted in some
striking money market
distortions since the crisis

These are most apparent
on statement dates, but
there would be potential
for more endemic
market inefficiencies if
the cost of meeting LCR
HQLA requirements were
unduly expensive.



Breakdown of Required Reserves: Vault Cash vs Required Reserve Balances
Bi-weekly averages in billions of dollars

225 225
D00 T --- - mm e 200
LT R ECGGRETTLEEER EEP EELPREREE R PR SRR 175
B0 e mem o e 150
25 e rrm o 125
Required Reserve
100 o Balances 100
75 meermmmme o 75
B0 ooy ompoooo oo - 50
25 1 Vault Cash L o5
0 0

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

While still dwarfed by
excess reserves,
required reserve
balances have surged

Required reserves now
exceed $130 billion.
They cannot be counted
as HQLA for LCR
purposes in the U.S,,
but may serve to meet
the many other liquidity
objectives that banks
have.



