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Overseas Turmoil

‘ Moreover, the staff still judged that the risks to the forecast for real GDP
growth were tilted to the downside, with a corresponding skew to the
upside for the unemployment rate. Important factors in that assessment
were that international trade tensions and foreign economic developments
- seemed more likely to move in directions that could have significant
T o negative effects on the U.S. economy than to resolve more favorably than
T assumed.

Affairs, Board of €

FOMC Meeting Minutes
. Committee Policy Meeting
" October 29/30, 2019

Linda Robertson, Assistant to the Board, Office of
Board Members, Board of Governors
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‘ The focus on the US dollar as the currency underpinning
global banking lends support to studies that have
emphasized the US dollar as a bellwether for global

financial conditions.

Capital Flows and the Risk-Taking Channel of Monetary Policy
L 11 Bruno, Valentina and H Shin (2013); Griswold Center for Economic Policy

Studies Working Papers, No. 237b.

GAL TENDER .
LIC AND PRIVATE B
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‘ ‘ The mechanism | have identified to explain the patterns in economic,

financial, and market data is in some ways as simple as the processes they
relate to are complex: an offshore dollar matrix that wasn’t sufficiently
supported by the creation of bank reserves in the aftermath of an abrupt
systemic dislocation which left it susceptible moving forward to sustained
periods of uncertain operation and worse. Financial market indicators
described above provide real-time gauges of the realized or perceived risks
of global financial intermediaries. In those periods, rising liquidity fears

L 5 explain the implications of lower bond yields, and therefore the basis for
| "% not just a strong worldwide demand for safe assets but also the more
! general economic consequences associated with them.

GAL TENDER
LIC AND PRIVATE

' Financial Market Indicators of Global Liquidity Risks
= _{ Jeff Snider (2019)
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