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Monetary Policy
with Ample Reserves

Monetary Policy
Has Changed

During the Global Financial Crisis

(2007-09) and subsequent recession, The Fed’s New Toolbox*
the Fed:

o | owered the target range to O
from 25 basis points.
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stlouisfed.org/education/teaching-new-tools-
of-monetary-policy
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Administered Rates

Policy Implementation Tools
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e Conducted a series of large-scale
asset-purchase programs to ease
financial conditions and support

for depositing or lending. .
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_ (FOMC) . The Federal Open Market Committee (FOMC) is the monetary policy-
. . . Ons-‘s{s making arm of the Federal Reserve. The FOMC usually meets eight timg
| per year in Washington, D.C. These two-day meetings include a revig
economic data and financial conditions, briefings by economisig
discussions, and a vote on the setting of monetary policy
o about whether the FOMC will adjust its targaa
, sicderal funds rate is the jnta

. . . ON RRP Rate
These purchases increased reserves In IS a supplementary tool, sets a floor for FFR.
the banking system to over $2.8 Trillion.
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How Does the Fed Use Its Monetary
Policy Tools to Influence the Economy?

n n r a a n , I policy tools to promote the economic goals of price
| I a e
"The Federal Reserve sets two overnight interest rates: the interest rate 0
[he simultaneous purchase and paid on banks’ reserve balances and the rate on our reverse repurchase TWO | I I l p O rt a nt | n t e rest Rates I n
nds (or goods) in order to profit agreements. We use these two administered rates to keep a market-
B T crencen pice ‘ determined rate, the federal funds rate, within a target range set by

p: The interest rate charged by

Reserve to banks for loans

krough the Fed's discount
kg program targeted at a set
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The Discount Window, with its Discount Rate, .
. Discount rate | _
Serves aS a Ce|||ng fOr FFR WW tt Teaching the New Tools of Monetary Policy

FRED@ A/\/j @ Total Reserve Balances Maintained with Federal Reserve Banks (DISCONTINUED)

2,800,000
The Federal Reserve has changed the way it implements monetary policy. For example,
2,400,000 the Fed’s new tools include interest on reserves and the overnight reverse repurchase
agreement facility. But many of the recent changes are not reflected in resources for
teaching monetary policy to college and high school students.
2 000.000 This webpage is intended to provide educators with articles and guided reading
Y out Us activities they may leverage as they transition to teaching the Fed's monetary policy
o I t t o t . t | tools in an ample-reserves framework.
n p e n m a r e o p e ra I o n s, a S u p p O r I g O O cope and Sequence Classroom Resources
o 1,600,000 I I
fe) . . . . ermitted Use How Does the Fed Use Its Monetary Policy Tools to Influence the Economy? Page One
“@ conducted periodically to maintain ample reserves
% p y p o How Fed Policy Transmits to the Economy, Classroom Activity.
E 1,206,000 How the Federal Reserve Implements Monetary Policy, Lecture Guide.
Monetary Policy, The Economic Lowdown Video Series.
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Monetary Policy webpage provides
Before 2008 December 2015 Diccount rate b oo educators with videos, articles and
N \ Demand lessons to use in the classroom.
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When it came time for “liftoff” the Fed
would need new tools...
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e~ Scan the QR code to learn about other monetary policy tools \ RESERVE

% including the Standing Repurchase Agreement Facility. F ETAEgUOIJLS
federalreserve.gov/monetarypolicy/policytools.htm @ |
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