
Central Banks:
Modern Monetary Theory

Yardeni Research, Inc.

December 28, 2023

Dr. Edward Yardeni
516-972-7683

eyardeni@yardeni.com

Debbie Johnson
480-664-1333

djohnson@yardeni.com

Mali Quintana
480-664-1333

aquintana@yardeni.com

Please visit our sites at
www.yardeni.com
blog.yardeni.com

thinking outside the box



Table Of Contents Table Of ContentsTable Of Contents

December 28, 2023 /  Modern Monetary Theory 
www.yardeni.com

Yardeni Research, Inc.



2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
-5

-4

-3

-2

-1

0

1

2

3

-5

-4

-3

-2

-1

0

1

2

3

QE1

QE1+

QE2 QE3

QE3+ QT1 RM

QE4 QT2

MONETARY & FISCAL POLICIES
(trillion dollars)

Dec

Nov

Fed’s Holdings of US Treasuries
(yearly change) (-0.7)
Federal Budget Deficit
(12-month sum) (-1.7)

Note: QE1 (11/25/08-3/31/10) = $1.24tn in mortgage securities; expanded (3/16/09-3/31/10) = $300bn in Treasuries. QE2 (11/3/10-6/30/11) = $600bn
in Treasuries. QE3 (9/13/12-10/29/14) = $40bn/month in mortgage securities (open ended); expanded (12/12/12-10/1/14) = $45bn/month in Treasuries.
QT1 (10/1/17-7/31/19) = balance sheet pared by $675bn. RM (11/1/19-3/15/20) = reserve management, $60bn/month in Treasury bills. QE4 (3/16/20-infinity).
QT2 = balance sheet pared by $95 billion per month. Source: Federal Reserve Board and US Treasury Department.
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MONETARY & FISCAL POLICIES
(trillion dollars)

Nov

Fed’s Holdings of US Treasuries
(yearly change) +
Federal Budget Deficit
(12-month sum) (-2.4)

Note: QE1 (11/25/08-3/31/10) = $1.24tn in mortgage securities; expanded (3/16/09-3/31/10) = $300bn in Treasuries. QE2 (11/3/10-6/30/11) = $600bn
in Treasuries. QE3 (9/13/12-10/29/14) = $40bn/month in mortgage securities (open ended); expanded (12/12/12-10/1/14) = $45bn/month in Treasuries.
QT1 (10/1/17-7/31/19) = balance sheet pared by $675bn. RM (11/1/19-3/15/20) = reserve management, $60bn/month in Treasury bills. QE4 (3/16/20-infinity).
QT2 = balance sheet pared by $95 billion per month. Source Federal Reserve Board and US Treasury Department.
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FED HOLDINGS OF US SECURITIES
(trillion dollars, nsa)

Dec

Dec

Fed Holdings
US Treasuries (4.8)
Mortgage-Backed Securities (2.4)

Note: QE1 (11/25/08-3/31/10) = $1.24tn in mortgage securities; expanded (3/16/09-3/31/10) = $300bn in Treasuries. QE2 (11/3/10-6/30/11) = $600bn
in Treasuries. QE3 (9/13/12-10/29/14) = $40bn/month in mortgage securities (open ended); expanded (12/12/12-10/1/14) = $45bn/month in Treasuries.
QT (10/1/17-7/31/19) = balance sheet pared by $675bn. RM (11/1/19-3/15/20) = reserve management, $60bn/month in Treasury bills. QE4 (3/16/20-infinity).
Source: Federal Reserve Board (Consolidated Statement of Condition of all Federal Reserve Banks (H.4.1 TABLE 5).
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FED HOLDINGS OF US TREASURIES
(percent of total marketable Treasury debt*)

Nov

Note: QE1 (11/25/08-3/31/10) = $1.24tn in mortgage securities; expanded (3/16/09-3/31/10) = $300bn in Treasuries. QE2 (11/3/10-6/30/11) = $600bn
in Treasuries. QE3 (9/13/12-10/29/14) = $40bn/month in mortgage securities (open ended); expanded (12/12/12-10/1/14) = $45bn/month in Treasuries.
QT (10/1/17-7/31/19) = balance sheet pared by $675bn. RM (11/1/19-3/15/20) = reserve management, $60bn/month in Treasury bills. QE4 (3/16/20-infinity).
Source: Federal Reserve Board and US Treasury Department.
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FED HOLDINGS OF TREASURY NOTES & BONDS

Nov

Nov

Fed’s Percentage of Total
Treasury Notes*
Treasury Bonds**

* 1-10 years. ** Over 10 years.
Note: QE1 (11/25/08-3/31/10) = $1.24tn in mortgage securities; expanded (3/16/09-3/31/10) = $300bn in Treasuries. QE2 (11/3/10-6/30/11) = $600bn
in Treasuries. QE3 (9/13/12-10/29/14) = $40bn/month in mortgage securities (open ended); expanded (12/12/12-10/1/14) = $45bn/month in Treasuries.
QT (10/1/17-7/31/19) = balance sheet pared by $675bn. RM (11/1/19-3/15/20) = reserve management, $60bn/month in Treasury bills. QE4 (3/16/20-infinity).
Source: Federal Reserve Board.
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FED HOLDINGS OF US MORTGAGE-BACKED SECURITIES & AGENCY DEBT
(trillion dollars)
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Note: QE1 (11/25/08-3/31/10) = $1.24tn in mortgage securities; expanded (3/16/09-3/31/10) = $300bn in Treasuries. QE2 (11/3/10-6/30/11) = $600bn
in Treasuries. QE3 (9/13/12-10/29/14) = $40bn/month in mortgage securities (open ended); expanded (12/12/12-10/1/14) = $45bn/month in Treasuries.
QT (10/1/17-7/31/19) = balance sheet pared by $675bn. RM (11/1/19-3/15/20) = reserve management, $60bn/month in Treasury bills. QE4 (3/16/20-infinity).

* Fed data are averages of daily figures for weeks ending Wednesday. Source: Federal Reserve Board.
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US TREASURY SECURITIES: MARKETABLE BONDS
(trillion dollars)

Nov

Nov

Nov

US Treasury Bonds
Held by the Public

Total* (4.3)
Total ex Fed (2.8)
Fed (1.5)

* Including held by the Fed.
Source: Federal Reserve Board and US Treasury Department, Monthly Statement of the Public Debt of the United States.

yardeni.com

Figure 7.

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
0

2

4

6

8

10

12

14

0

2

4

6

8

10

12

14
Nov

US TREASURY SECURITIES: MARKETABLE NOTES
(trillion dollars)

Nov

Nov
US Treasury Notes
Held by the Public

Total* (13.7)
Total ex Fed (11.3)
Fed** (2.4)

* Including held by the Fed.
** 1-10 years maturities.

Source: Federal Reserve Board and US Treasury Department, Monthly Statement of the Public Debt of the United States.
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US Treasury Bonds
Held by the Public

Total* (3.4)
Total ex Fed (2.0)
Fed** (1.4)

* Including held by the Fed.
** 10+ years maturities.

Source: Federal Reserve Board and US Treasury Department, Monthly Statement of the Public Debt of the United States.
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US TREASURY SECURITIES: MARKETABLE NOTES
(cumulative change since January 2008)

US Treasury Notes
Held by the Public

Total* (11.2)
Total ex Fed (8.7)
Fed** (2.6)

* Including held by the Fed.
** 1-10 years maturities.

Source: Federal Reserve Board and US Treasury Department, Monthly Statement of the Public Debt of the United States.
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General Account at the Fed (0.7)

Source: Federal Reserve Board, Table H.4.1.
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Figure 11.
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Source: Federal Reserve Board, Table H.4.1.
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Figure 12.
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ALL COMMERCIAL BANKS*: TOTAL DEPOSITS
(trillion dollars, sa ratio scale)

12/13

* Includes domestically chartered commercial banks and foreign-related ones.
Source: Federal Reserve Board.
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Figure 13.
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CASH ASSETS AT ALL COMMERCIAL BANKS

(trillion dollars)

12/27

Reserve Balances with Federal Reserve Banks (3.4)
Cash Assets of All Commercial Banks (3.5)

Note: QE1 (11/25/08-3/31/10) = $1.24tn in mortgage securities; expanded (3/16/09-3/31/10) = $300bn in Treasuries. QE2 (11/3/10-6/30/11) = $600bn
in Treasuries. QE3 (9/13/12-10/29/14) = $40bn/month in mortgage securities (open ended); expanded (12/12/12-10/1/14) = $45bn/month in Treasuries.
QT (10/1/17-7/31/19) = balance sheet pared by $675bn. RM (11/1/19-3/15/20) = reserve management, $60bn/month in Treasury bills. QE4 (3/16/20-infinity).
Source: Federal Reserve Board Release H.4.1 and H.8.
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ALL COMMERCIAL BANKS*: LOANS & LEASES
(trillion dollars, sa ratio scale)
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* Includes domestically chartered commercial banks and foreign-related ones.
Note: Shaded areas are recessions according to the National Bureau of Economic Research.
Source: Federal Reserve Board.
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US TREASURY SECURITIES: MARKETABLE BONDS & NOTES
(trillion dollars, weekly)
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12/27

US Treasuries Held by the Fed
Notes* (2.4)
Bonds (1.5)

* 1-10 years maturities.
Source: Federal Reserve Board and US Treasury Department, Monthly Statement of the Public Debt of the United States.
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Source: Federal Reserve Board, H.4.1 Table 2.
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US TREASURY SECURITIES: MARKETABLE NOTES + BONDS

(trillion dollars)

Nov

US Treasury Notes + Bonds
Held by the Public

Total* (18.1)
Total ex Fed (14.1)
Fed** (3.9)

* Including held by the Fed.
** Treasury securities with maturities of 1-10 years plus over 10 years.

Source: FN3 Source: Federal Reserve Board, H.4.1 Table 2.
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US TREASURY SECURITIES: MARKETABLE BONDS
(trillion dollars)

12/27

Nov

Nov

US Treasury Bonds
Held by the Public

Total* (4.3)
Total ex Fed (2.8)
Fed (1.5)

* Including held by the Fed.
Source: Federal Reserve Board and US Treasury.
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US TREASURY SECURITIES: MARKETABLE NOTES
(trillion dollars)
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US Treasury Notes
Held by the Public

Total* (13.7)
Total ex Fed (11.3)
Fed** (2.4)

* Including held by the Fed.
** 1-10 years maturities.

Source: Federal Reserve Board and US Treasury.
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Page 10 / December 28, 2023 /  Modern Monetary Theory 
www.yardeni.com

Yardeni Research, Inc.



2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
0

5

10

15

20

0

5

10

15

20

Sep

Sep
US TREASURY SECURITIES: MARKETABLE NOTES + BONDS

(trillion dollars)

10/18

US Treasury Notes + Bonds
Held by the Public

Total* (18.0)
Total ex Fed (13.9)
Fed** (4.0)

* Including held by the Fed.
** Treasury securities with maturities of 1-10 years plus over 10 years.

Source: Federal Reserve Board, H.4.1 Table 2.
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Figure 21.
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Note: QE1 (11/25/08-3/31/10) = $1.24tn in mortgage securities; expanded (3/16/09-3/31/10) = $300bn in Treasuries. QE2 (11/3/10-6/30/11) = $600bn
in Treasuries. QE3 (9/13/12-10/29/14) = $40bn/month in mortgage securities (open ended); expanded (12/12/12-10/1/14) = $45bn/month in Treasuries.
QT (10/1/17-7/31/19) = balance sheet pared by $675bn. RM (11/1/19-3/15/20) = reserve management, $60bn/month in Treasury bills. QE4 (3/16/20-infinity).
Source: Federal Reserve Board Release H.4.1 and H.8.
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US TREASURIES & AGENCIES HELD BY FED & BANKS*
(trillion dollars, weekly)
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12/27
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US Treasuries & Agencies Held By:
Fed + Banks (11.3)
Fed (7.2)
Commercial Banks (4.1)

* Averages of daily figures for weeks ending Wednesday. Securities held by Fed include US Treasuries, Agency debt, and mortgage-backed securities.
Note: QE1 (11/25/08-3/31/10) = $1.24tn in mortgage securities; expanded (3/16/09-3/31/10) = $300bn in Treasuries. QE2 (11/3/10-6/30/11) = $600bn
in Treasuries. QE3 (9/13/12-10/29/14) = $40bn/month in mortgage securities (open ended); expanded (12/12/12-10/1/14) = $45bn/month in Treasuries.
QT1 (10/1/17-7/31/19) = balance sheet pared by $675bn. RM (11/1/19-3/15/20) = reserve management, $60bn/month in Treasury bills. QE4 (3/16/20-infinity).
QT2 = balance sheet pared by $95 billion per month. Source: Federal Reserve Board.
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Source: Federal Reserve Board, Table H.4.1.
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Figure 24.
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Source: Federal Reserve Board, Table H.4.1 and US Treasury.
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Figure 25.
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Figure 26.
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* Includes domestically chartered commercial banks and foreign-related ones.
Note: Shaded areas are recessions according to the National Bureau of Economic Research.
Source: Federal Reserve Board.
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