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The Federal Reserve said Tuesday it would relaunch a crisis-era facility that allows
large financial institutions access to short-term loans.

The Primary Dealer Credit Facility, originally established in 2008, will seek to tamp
down strains in funding markets by expanding loans to the 24 large financial
institutions. Known as primary dealers, they function as the Fed’s exclusive
counterparties when trading in financial markets.

The program will essentially function as an overnight loan facility for primary dealers,
similar to how the Fed’s discount window provides a round-the-clock backup source of
funding to banks.
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The Fed’s Primary Dealer Credit Facility, originally established in 2008, will seek to tamp
down strains in funding markets.
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The facility
will offer
terms as
generous as
those made
available in
late 2008.
Primary
dealers will
be able to
pledge a
broader
range of
collateral
than the
government-
backed debt

required for open-market operations, and the Fed will charge the same 0.25% rate
being made available for banks at the discount window.

It is the second lending facility created Tuesday under the Fed’s emergency powers.
The facility will be available on Friday and in place for up to six months.

Earlier Tuesday, the central bank said it would establish a facility to make loans to U.S.
corporations in an effort to ease dysfunction in the $1.1 trillion market for short-term
corporate IOUs called commercial paper.

Both facilities required the Fed to cite “unusual and exigent” circumstances to
authorize one of its reserve banks to extend credit and to gain approval of the Treasury
secretary to launch. In 2010, Congress required the Fed to seek the approval of the
Treasury secretary before using these so-called 13(3) powers, named for the section of
the Fed’s charter that allows it to engage in such lending.

Write to Nick Timiraos at nick.timiraos@wsj.com

Copyright © 2020 Dow Jones & Company, Inc. All Rights Reserved

This copy is for your personal, non-commercial use only. To order presentation-ready copies for distribution to your colleagues, clients or customers visit
https://www.djreprints.com.

RELATED

Federal Reserve to Launch Commercial Paper Funding Facility

What the Fed’s Credit Facility Means for CFOs Facing a Cash Crunch

Behind Washington’s Stimulus Frenzy: the Prospect of Billions of Unpaid Bills

Challenge for Policy Makers: Rescue Economy Without Fueling Populist Backlash

U.S. Seeks to Send Checks to Americans as Part of Stimulus Package

What the Government Can and Can’t Do About the Economic Fallout

U.S. Postpones April 15 Tax Payments for 90 Days for Most Americans

Economic Downturn Catches State Unemployment Programs Unprepared

Coronavirus Glossary: Key Terms You Need to Know

Giving Americans Money to O�set Coronavirus Impact Gains Trump Administration Support

Live Coverage: Coronavirus Updates

•

•

•

•

•

•

•

•

•

•

•

Get an early-morning coronavirus brie�ing each weekday, plus a health-news update
Fridays: Sign up here.

https://www.wsj.com/articles/federal-reserve-will-launch-commercial-paper-funding-facility-11584456371?mod=article_inline
mailto:nick.timiraos@wsj.com
https://www.wsj.com/articles/federal-reserve-will-launch-commercial-paper-funding-facility-11584456371?mod=article_inline
https://www.wsj.com/articles/what-the-feds-credit-facility-means-for-cfos-facing-a-cash-crunch-11584488937?mod=article_inline
https://www.wsj.com/articles/behind-washingtons-stimulus-frenzy-the-prospect-of-billions-of-unpaid-bills-11584484157?mod=article_inline
https://www.wsj.com/articles/challenge-for-policy-makers-rescue-economy-without-fueling-populist-backlash-11584475764?mod=article_inline
https://www.wsj.com/articles/trump-administration-seeking-850-billion-stimulus-package-11584448802?mod=article_inline
https://www.wsj.com/articles/what-the-government-can-and-cant-do-about-the-economic-fallout-from-the-coronavirus-11584472733?mod=article_inline
https://www.wsj.com/articles/u-s-postpones-april-15-tax-deadline-for-90-days-for-millions-of-americans-11584463242?mod=article_inline
https://www.wsj.com/articles/economic-downturn-catches-state-unemployment-programs-unprepared-11584453819?mod=article_inline
https://www.wsj.com/articles/coronavirus-glossary-key-terms-you-need-to-know-11584489947?mod=article_inline
https://www.wsj.com/articles/giving-americans-money-to-offset-coronavirus-impact-gains-bipartisan-support-in-congress-11584446801?mod=article_inline
https://www.wsj.com/livecoverage/coronavirus?mod=article_inline
https://www.wsj.com/newsletters?sub=18&mod=article_inline

