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Introduction

•Δ collateral           collateralized funding markets
•During crisis, reduce term/flight to quality
•Tsy collateral and O/N Tsy GC repo rates—one of most 
important money market rates

•More supply—higher rates—smaller spread to FF 
benchmark

•Settlement, not announcement matters for O/N
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•Interaction btw various policies
•Only TSLF designed to directly impact stresses in 
money-markets via ΔTsy collateral
•Policies could run counter to each other

Δ(FF target-GC repo rate spread)t

=α+β*ΔTsy Collateralt+γ*ΔXt+εt

•Expect β<0

•Are all Tsy the same?  
•e.g., Bills impact ≠ Notes and Bonds?
•Different holders of Tsy securities

Introduction
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ΔFF target-GC repo rate spreadt

=α+β*ΔTreasury Collateralt+γ*ΔXt+εt

Robustness:  other sample periods, other dep vars, 
various specs

Dependent Variable:  Δ(FF target-GC rate) (bps)

Coeff. Coeff. Coeff.

Constant 0.76 0.431 3.995***

ΔAll Tsy Collateral -0.212***

ΔTSLF -1.235*** -1.104***

ΔSFP -0.167* -0.0574

ΔTsy Bills -0.159** -0.100

ΔTsy Notes and Bonds -0.140*** -0.125**

ΔTemporary OMOs 0.0536 0.102

ΔSOMA Bills 0.556 1.439**

ΔSOMA Notes and Bonds -0.116 0.143

(FF Target-GC)t-1 -0.150***

 

Sample Period:  1/2/07-5/28/10  

 *** p<0.01, ** p<0.05, * p<0.1

First-Difference Regression



Summary of Results
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•TSLF had largest impact
•Different types/sources/holders of collateral—
different probability of hitting repo markets

•Evidence (in paper) that TSLF impact is 
stronger with greater stress in funding 
markets



12

-10

-5

0

5

10

15

20

Jan-07 Jul-07 Jan-08 Jul-08 Jan-09 Jul-09 Jan-10

$
b

il
li

o
n

s

Source:  Federal Reserve Bank of New York 

Changes in Treasury Coupon Collateral
(Permanent OMOs)

Sales

Purchases



13



14

Dependent Variable:  Δ(FF target-GC rate) (bps)

WITH INTERACTIONS Coeff.

ΔTSLF -0.0252

ΔSFP -0.123

ΔTsy Bills -0.0201

ΔTsy Notes and Bonds -0.109*

ΔTemporary OMOs -0.194

ΔSOMA Bills -1.773

ΔSOMA Notes and Bonds -0.471**

(FF Target-GC)t-1 -0.286***

 

Sample Period:  1/2/07-5/28/10  

 *** p<0.01, ** p<0.05, * p<0.1

First-Difference Regression


