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FOMC's Drastic Measures For
Unprecedented Times
by Steve Brown Topics: regulatory agencies, business customers

Summary: The FOMC made drastic decisions in response to COVID-19 to
support the economy. We capture the key points.

On Monday, the FOMC made some drastic decisions to put additional measures in place to help the
current economic situation by providing additional credit resources for households and businesses.
"Aggressive eﬀorts must be taken across the public and private sectors to limit the losses to jobs
incomes and to promote a swift recovery once the disruptions abate." The agency is expending its
"full range of authorities" to provide the robust support needed. Here are the highlights that the
FOMC will do:
Support for critical market functioning. The Federal Open Market Committee will purchase
Treasury securities and agency mortgage-backed securities in the amounts needed to support
smooth market functioning and eﬀective transmission of monetary policy to broader ﬁnancial
conditions and the economy. The FOMC will include purchases of agency commercial mortgagebacked securities in its agency mortgage-backed security purchases.
Supporting the flow of credit to employers, consumers, and businesses by establishing new
programs that, taken together, will provide up to $300B in new ﬁnancing. The Department of the
Treasury, using the Exchange Stabilization Fund, will provide $30B in equity to these facilities.
Establishment of two facilities to support credit to large employers - the Primary Market
Corporate Credit Facility for new bond and loan issuance and the Secondary Market Corporate
Credit Facility to provide liquidity for outstanding corporate bonds.
Establishment of a third facility, the Term Asset-Backed Securities Loan Facility (TALF),
to support the ﬂow of credit to consumers and businesses. The TALF will enable the issuance of
asset-backed securities backed by student loans, auto loans, credit card loans, loans guaranteed
by the Small Business Administration, and certain other assets.
Facilitating the ﬂow of credit to municipalities by expanding the Money Market Mutual Fund
Liquidity Facility to include a wider range of securities.
Facilitating the ﬂow of credit to municipalities by expanding the Commercial Paper Funding
Facility to include high-quality, tax-exempt commercial paper as eligible securities.
Also, the Federal Reserve expects to announce soon the establishment of a Main Street Business
Lending Program to support lending to eligible small-and-medium-sized businesses ,
complementing the SBA.
These measures are extremely important to help provide credit and liquidity to the markets right
now. While consumer spending ebbs due to the coronavirus, if businesses can continue to operate,
stemming unemployment and further economic devastation, the eﬀects of coronavirus could be
mitigated. While we won't know how all of this plays out for a while, our hope is that this vital
support will give our ﬁnancial institutions the liquidity and the assurance they need in lending to
their customers.
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ECONOMY & RATES
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BANK NEWS
Board of Governors' Resource Site
The Board of Governors has created a new site to catalog all of the Federal Reserve's COVID-19
related information, including a range of new facilities to help support the ﬂow of credit to American
families and businesses.

Reducing Branch Services
With increasing concerns about the spread of the coronavirus, many banks across the country are
closing or limiting access to their branches. Banks are asking their customers to use drive-through or
online banking, in order to comply with social distancing. Capital One has closed 120 locations, while
JPMorgan Chase closed 1k branches.

Discount Window:
Federal regulatory agencies provided a statement encouraging banks to employ the Fed's "discount
window" to ensure they can continue supporting households and businesses as needed. "The
discount window helps depository institutions manage their liquidity risks eﬃciently and avoid
actions that have negative consequences for their customers."

SUPPORT DURING COVID-19
Much of our activity over the past few days has focused on helping ﬁnancial institutions in areas
such as loan restructuring. If you need assistance, contact us today.
Copyright 2018 PCBB. Information contained herein is based on sources we believe to be reliable, but its accuracy is not
guaranteed. Customers should rely on their own outside counsel or accounting firm to address specific circumstances.
This document cannot be reproduced or redistributed outside of your institution without the written consent of PCBB.
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