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Initial Balance Sheet Conditions

FEDERAL RESERVE TREASURY
Assets Liabilities Assets Liabilities
Treasury securities  Reserves held by Cash held at the Fed = Treasury securities
banks
Cash held by the
Treasury

BANKING SECTOR PUBLIC
Assets Liabilities Assets Liabilities
Treasury securities  Deposits Deposits Wealth
Reserves at the Fed Treasury securities
Motes: The “wealth™ term equals assets less liabilities—akin to “equity” in the case of a corporation.
Since this value is ultimately owed fo a specific party—be it the members of a household or, in the

zase of equity, the owners of a corporation—it is listed as a liability on the public’s balance sheet, as
s standard practice in accounting
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The Fed Purchases Assets from Banks

Balance Sheet Effects
FEDERAL RESERVE TREASURY
Assets Liabilities Assets Liabilities
Treasury securities | Reserves held by Cash held at the Fed = Treasury securities
+51 banks 451
Cash held by the
Treasury
BANKING SECTOR PUBLIC
Assets Liabilities Assets Liabilities
Treasury securities  Deposits Deposits Wealth
—51
Reserves at the Fed Treasury securities
+51

Mote: Linked effects are assigned the same color.
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The Fed Purchases Assets from the Public

Balance Sheet Effects
FEDERAL RESERVE TREASURY
Assets Liabilities Assets Liabilities
Treasury securities  Reserves held by Cash held at the Fed = Treasury securities
+51 banks 451
Cash held by the
Treasury
BANKING SECTOR PUBLIC
Assets Liabilities Assets Liabilities
Treasury securities  Deposits +51 Deposits +51 Wealth
Reserves at the Fed Treasury securities
+51 —51

Mote: Linked effects are assigned the same color.
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Fed-Held Treasury Security Matures, No Treasury Issuance

Balance Sheet Effects
FEDERAL RESERVE TREASURY
Assets Liabilities Assets Liabilities
Treasury securities | Reserves held by Cash held at the Fed | Treasury securities
—51 banks 51 51
Cash held by the
Treasury —51
BANKING SECTOR PUBLIC
Assets Liabilities Assets Liabilities
Treasury securitiess  Deposits Deposits Wealth
Reserves at the Fed Treasury securities

Mote: Linked effects are assigned the same color.
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Banks Purchase New Treasury Securities

Balance Sheet Effects
FEDERAL RESERVE TREASURY
Assets Liabilities Assets Liabilities
Treasury securities | Reserves held by Cash held at the Fed = Treasury securities
-5 banks —31
Cash held by the
Treasury
BANKING SECTOR PUBLIC
Assets Liabilities Assets Liabilities
Treasury securities  Deposits Deposits Wealth
+51
Reserves at the Fed Treasury securities
51

Mote: Linked effects are assigned the same color.
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The Public Purchases New Treasury Securities

Balance Sheet Effects
FEDERAL RESERVE TREASURY
Assets Liabilities Assets Liabilities
Treasury securities | Reserves held by Cash held at the Fed = Treasury securities
—51 banks —$1
Cash held by the
Treasury
BANKING SECTOR PUBLIC
Assets Liabilities Assets Liabilities
Treasury securities  Deposits —51 Deposits —51 Wealth
Reserves at the Fed Treasury securities
-5 +51

Mote: Linked effects are assigned the same color.
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Initial Balance Sheet Conditions

FEDERAL RESERVE MBS ISSUER
Assets Liabilities Assets Liabilities
Reserves held by Mortgage loans
banks
Cash held by MBS Deposits at the Fed
issuer

BANKING SECTOR PUBLIC
Assets Liabilities Assets Liabilities

Reserves at the Fed  Deposits Deposits Mortgage loan

MBS Housing Wealth
Motes: MBS stands for mortgage-backed security. The “wealth” term equals assets less labilities—akin
to “equity” in the case of a corporation. Since this value is ultimately owed fo a specific party—be it the
members of a household or, in the case of eguity, the owners of a corporation—it is listed as a liability
on the public's balance sheet, as is standard practice in accounting.
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Public Makes Principal Payment on Mortgage in MBS Held

by the Fed
Balance Sheet Effects
FEDERAL RESERVE MBS ISSUER
Assets Liabilities Assets Liabilities
MBS —51 Reserves held by Mortgage loan —51 | MBS —§1
banks —§1
Cash held by MBS Deposits at the Fed
IS5UEr
BANKING SECTOR PUBLIC
Assets Liabilities Assets Liabilities
Reserves at the Fed | Deposits —51 Deposits —51 Mortgage loan —51
—51
Housing Wealth
Motes: MBS stands for mortgage-backed security. Linked effects are assigned the same caolor.
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Public Pays Principal and Interest on Mortgage in MBS Held

by the Fed
Balance Sheet Effects
FEDERAL RESERVE MBS ISSUER
Assets Liabilities Assets Liabilities
MBS —51 Reserves held by Mortgage loan —51 | MBS —$1
banks —$10

Interest due to Deposits at the Fed

Treasury +59

BANKING SECTOR PUBLIC
Assets Liabilities Assets Liabilities
Reserves at the Fed | Deposits —510 Deposits —510 Mortgage loan —51
—510
Housing Wealth —59
MNotes: MBS stands for mortgage-backed security. Linked effects are assigned the same color.
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Public Pays ofl Mortgage in MBS Held by the Fed and Takes
out New Morlgage; New MBS Is Issued

Balance Sheet Effects
FEDERAL RESERVE MBS ISSUER
Assets Liabilities Assets Liabilities
MBS (&) —5100 Reserves held by Mortgage loan (A) MBS (&) —5100
banks —$100 —5100
Mortgage loan (B) | MBS (B) +5100
+5100
Deposits at the Fed
BANKING SECTOR PUBLIC
Assets Liabilities Assets Liabilities
Reserves at the Fed | Deposits Deposits Mortgage loan (A)
—5100 —5100
MBS (B} +5100 Housing Mortgage loan (E)
+5100
Wealth
Motes: MBS stands for mortgage-backed security. Linked effects are assigned the same caolor.
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