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m 65.26% 19.28% 221% m 333%  833%  1753%  7271% 1571% 1518%
2001 65.28% 19.40% 2.82% 2001 EEEGA 819%  1722%  704% 1580% 1593%
2002 65.98% 19.99% 2.82% m 385%  882% 1642% 710%  1567% 1496%
m 67.00% 20.53% 3.01% m 414% 010%  1569%  743%  1487% 15.78%
m 66.58% 20.64% 3.28% m 459% 917%  1453%  779%  1472% 1553%
65.23% 20.46% 352%  PINE] 401 oa7%  1207%  787%  14.03%  1548%
m 65.56% 19.93% 3.74% m 503%  914%  1179%  763%  1495% 1599%
2007 66.10% 19.62% 430%  Bhlgll 600%  9.32%  10.85%  7.37%  1394%  16.47%
64.87% 19.45% 4.90% 683%  003%  1043% 727%  1306% 1671%
m 64.94% 19.75% 5.12% m 6.37% 964%  1038% 708% 1356% 16.57%
2010 65.13% 20.04% 531%  PIILY 679%  9.84%  998%  696%  1297% 1619%
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m 63.40% 19.47% 5.82% 776%  1033% 851%  657%  1244% 1418%
2013 63.78% 18.96% 5.61% VIR  744%  1064%  750%  659%  1240%  1344%
2014 64.75% 19.19% 554%  PIIEN 727%  1114% 725%  675% 1280% 14.28%

#4835 - IMF Database: Direction of Trade Statistics (June 2015)
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The PBC can create and destroy reserves using open market operations. This changes
the availability of funds in the interbank and repo markets.

Because the central bank is the ultimate source of liquidity, and because of the
hierarchical structure of the interbank lending and repo markets, it is reasonable to
expect:

1. Primary dealers get funds from the central bank at the OMO rate.

2. Others can borrow from primary dealers at the interbank lending rate.
3. An even wider group can in turn borrow from them at the repo rate.
4. Each link in the chain charges a price for its services:

TOMO < Tlending < Trepo-
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Figure 6:0pen-market transaction rate, horizontal axis; Shibor rate, vertical axis. Each point
represents a day on which the PBC conducted open-market operations in the 7-day repo market.
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Conclusions:

» The hierarchical structure of money markets makes sense both in theory and in
the data.

» In providing liquidity via open-market operations, the PBC must think about how
the liquidity gets to the market.

» Market determination of money market interest rates may provide useful
information and allow the PBC to step back

» but don't forget that it is a profit-driven activity.
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