
(https://www.ssrn.com/)
(https://papers.ssrn.com/sol3/ShoppingCart

Product
&
Services

Subscribe
Submit
a
paper

Browse Rankings Blog ↗ Contact




 Add Paper to My Library

Download This Paper (Delivery.cfm/SSRN_ID4778102_code387943.pdf?abstractid=1012684&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID4778102_code387943.pdf?abstractid=1012684&mirid=1&type=2)



Share:       

How Do Treasury Dealers Manage Their Positions?
FRB of New York Staff Report No. 299, Rev. March 2024

79 Pages
Posted: 13 Sep 2007
Last revised: 2 Apr 2024

Michael J. Fleming (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=53206)
Federal Reserve Bank of New York

Giang Nguyen (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1711249)
Pennsylvania State University - Smeal College of Business

Joshua V. Rosenberg (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=44290)
Independent

There are 2 versions of this paper

Date Written: March 1, 2008

Abstract
Using thirty-one years of data (1990–2020) on U.S. Treasury dealer positions, we find that Treasury issuance is the main driver of dealers’ weekly inventory changes. Such
inventory fluctuations are only partially offset in adjacent weeks and not significantly hedged with futures. Dealers are compensated for inventory risk by means of subsequent
price appreciation of their holdings. Amid increased balance sheet costs attributable to post-crisis regulatory changes, dealers significantly reduce their position taking and lay off
inventory faster. Moreover, the increased participation of nondealers (investment funds) in the primary market contributes to diminishing compensation for inventory risk taken
on at auctions.
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