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FRB-NY: SLR, Other Bank Stress Led to ONRRP Growth 

 

A new post from the Federal Reserve Bank of New York summarizes a recent staff report analyzing the 

ONRRP’s explosive growth.  As we have noted before, the study confirms that the combination of a revised 

SLR and strong deposit in flows in 2021 severely stressed bank balance-sheet capacity, leading large 

institutions to push deposits to sponsored MMFs.  Indeed, bank-sponsored MMFs had larger inflows than 

independent MMFs at this time and banks with tighter capital ratios moved disproportionately more funds to 

their sponsored MMFs.  The post also finds that balance-sheet stress makes banks averse to MMF funding 

inflows, creating another incentive for funds to turn to the ONRRP, with FRB-NY data also confirming this 

finding.  The post draws no conclusions about the impact of the ONRRP distorting the ability of banks to 

provide financial-intermediation services, the extent to which the SLR requires the review promised by 

the Fed in March of 2021, or potential financial-stability implications at a time when pending regulatory 

changes will also put more pressure on bank willingness to accept deposits, especially uninsured ones, and 

higher capital requirements will reduce balance-sheet capacity. 

Reserve Banks Reconsider Liquidity-Backstop Standards, Set-Up 
 

FRB-Dallas President Logan today reinforced findings in recent bank failures about the importance of 

advance planning for accessing FRB liquidity, urging banks to have legal documentation and collateral 

arrangements well in advance of possible stress.  Presaging standards we expect shortly from the banking 

agencies, she also urged regular operational dry runs to ensure ready access to funding sources such as 

Home Loan Banks and Fed liquidity windows, noting that this would reduce discount-window stigma.  She 

did not address the extent to which Fed backstops should count towards the LCR or other liquidity standards, 

but Ms. Logan did chastise the Fed for its lack of operational readiness, arguing for extended 24/7 

operational times and stating that the Dallas Bank is working with other Reserve Banks to streamline the 

response to access requests.   

   Recent Files Available for Downloading 

The following reports and analyses have been sent to retainer clients recently. Copies are also available to 
retainer clients on the Archives section of Federal Financial Analytics’ website: www.fedfin.com or clients may 
obtain the reports/analyses by e-mailing info@fedfin.com giving the requested item name, firm, and e-mail 
address. To learn more about GSE Activity Reports, click here.  
 
 

➢ REFORM226: Describing the CEOs’ statements at his last hearing as “the dog-ate-my-homework” 
excuses for grievous failings, Senate Banking Committee Chairman Brown (D-OH) also attacked 
Republicans for placing blame on monetary policy, not the culture of supervisory laxity he details with 
various quotes from Trump Administration officials. 
 

➢ CRYPTO44: Although there were still considerable party-line differences of opinion on stablecoin 
legislation, today’s HFSC Digital-Assets Subcommittee hearing suggests that remaining divides are 
narrowing, increasing the odds of a new federal-regulatory framework.  
 

➢ GSE-051723: With Republicans on the anti-LLPA warpath, FHFA is hoping to preserve as much of the 
current fee structure as possible without paying too high a political price, issuing a request for 
information (RFI) in hopes that letter-writing will keep everyone busy until Congress moves on to other 
matters. 
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➢ REFORM225:  A joint hearing today of HFSC’s Financial Institutions and Oversight Subcommittees 
expanded on themes at yesterday’s full Committee session with bank regulators (see Client 
Report REFORM224) and Senate Banking’s session with SVB’s and SBNY’s CEOs, with First 
Republic’s CEO now added to the Congressional firing line. 
 

➢ REFORM224: In their first appearance following the reports on recent failures, FRB Vice Chairman Barr 
and FDIC Chairman Gruenberg were harshly criticized by Republicans for both the bank failures and 
recommended remedies. 
 

➢ DEPOSITINSURANCE120: As the law requires and the FDIC Chairman promised after SVB and 
Signature Bank were declared systemic, the FDIC has now proposed a special assessment to 
compensate the Deposit Insurance Fund (DIF) for the cost of backing the two banks’ uninsured deposits. 
 

➢ CRYPTO43: Today’s joint HFSC-House Ag hearing on assessing crypto’s regulatory gaps saw 
bipartisan calls for Congressional action, but none on what that should be done. 
 

➢ GSE-050923:  As our in-depth report earlier today details, the Fed’s latest financial-stability report pulls 
a lot of punches because, as always, it’s afraid to frighten the children with frank discussion of what 
might actually threaten financial stability in the near term.  
 

➢ SYSTEMIC96: Perhaps because its last financial-stability report (see Client Report SYSTEMIC94) was 
contradicted  just five months later by a systemic-risk designation, the Federal Reserve’s latest report 
eschews a conclusion about prospective risk in favor of a review of current concerns.  

 
➢ SIFI35: In concert with proposing a new systemic-risk methodology, the Financial Stability Oversight 

Council sought comment on guidance that significantly rewrites the manner in which nonbanks are 
designated as systemically important financial institutions (SIFIs). 
 

➢ DEPOSITINSURANCE119: In this report, we follow our initial assessment of the FDIC’s deposit-
insurance reform report with an in-depth analysis of its recommendations and their prospects.  
 

➢ REFORM223: Following our analyses of the Fed’s report on SVB (see Client Report REFORM221) and 
the FDIC’s on SBNY (see Client Report REFORM222), we turn now to one from the General 
Accountability Office sure to have at least as much impact on bipartisan consideration of what needs 
next to be done to govern regional banks.  
 

➢ REFORM222: In this report, we build on our assessment earlier today of the Fed’s SVB autopsy (see 
Client Report REFORM221) with an assessment of the FDIC’s self-review of Signature’s failure.   
 

➢ REFORM221: In this and subsequent reports, we build on our initial reactions to SVB/SBNY reports 
from the Fed, FDIC, and GAO, focusing in more depth on the agencies’ plans for near-term action 
with strategic consequence and key points in the GAO’s report that will strongly influence Hill 
reactions on both sides of the aisle. 
 

➢ GSE-042723: FSOC’s newly-proposed analytical methodology for systemic risk identification is most 
immediately important for nonbank mortgage companies and the regulated institutions that love them. 
 

➢ SYSTEMIC95: Rejecting the Trump Administration’s hands-off approach to designating systemically-
important nonbank financial institutions or activities and practices, the Biden Administration’s FSOC has 
bifurcated this construct with one proposal on designating entities and another that lays out an analytical 
approach to identifying systemic risk that would then guide firm and activity designation as well as 
Council staff coordination with primary federal regulators leading to new rules, product or service 
prohibitions/restrictions, or firm-specific supervisory action. 
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