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Federal Reserve Liquidity Support Facilities for Nonbank Financial Institutions: Practices,
Boundaries, and Implications
WANG Qing GONG Kainan
(Financial Markets Department, Agricultural Bank of China)
Abstract Non-bank financial institutions are deeply involved in financial markets, and their liquidity risks can
spread rapidly across markets. How central banks should provide emergency liquidity support while containing
attendant risks under specified stress scenarios is therefore an important issue in strengthening financial stability.
Reclassifying the relevant Federal Reserve facilities according to their policy functions and risk-bearing arrangements
shows that they serve distinct purposes, including monetary policy implementation and interest-rate control, as
well as financing support for primary dealers, the alleviation of redemption pressures on money market funds,
and the restoration of functions in specific credit markets. These facilities differ systematically in terms of direct
counterparties, fiscal credit protection, and exit constraints. In light of China's established policy boundaries, this
paper proposes developing an institutional framework for liquidity support to non-bank financial institutions under
specified stress scenarios, covering activation conditions, eligible counterparties, swap arrangements, collateral
requirements, pricing, risk-sharing mechanisms, and exit provisions.
Keywords Non-bank Financial Institutions, Liquidity Support, Macroprudential Policy, Central Banks, Financial
Stability
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