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Fed vows, then pumps massive 
funds to calm markets
Fri Aug 10, 2007 4:14PM EDT

View article on single page

By Glenn Somerville and Tamawa Kadoya

WASHINGTON/NEW YORK (Reuters) - The 
U.S. Federal Reserve on Friday sought to 
reassure investors and head off spreading 
credit problems by vowing to provide 
liquidity and injecting the most money in 
the banking system since shortly after the 
September 11, 2001, attacks.

The U.S. central bank rarely issues 
statements about its market operations 
and the largess of its fund injections reflect 
the seriousness that it views the current 
disorder in credit markets.

Much of the disorder stems from problems 
in U.S. housing markets where defaults on 
subprime mortgages to less creditworthy 
borrowers are rising.

With the problems spreading to Europe 
and affecting financial markets globally, 
the Fed worked in tandem with other 
central banks to pump liquidity into the 
banking system.

"The Federal Reserve is providing liquidity 
to facilitate the orderly functioning of 
financial markets," the Fed said in a 
statement shortly before U.S. stock 
markets opened on Friday and resumed a 
downward spiral.

The U.S. central bank said it was doing so because it anticipates banks 
might encounter some difficulties amid current market turmoil.

"In current circumstances, depository institutions may experience unusual
funding needs because of dislocations in money and credit markets," the 
Fed statement said, adding it will provide funds as needed to keep the fed
funds rate close to its target of 5.25 percent.

The last time the central bank made a similar statement was after the 
September 11, 2001, terror attacks, when it also said it would do what 
was necessary to keep markets functioning normally.

The Fed pumped a total of $38 billion in temporary funds in three 
separate occasions on Friday, a highly unusual move not seen since July
2000.  Continued...

Previous Page  1  | 2  Next Page

RELATED NEWS

Fed injects $38 billion
Central banks pour money into 
bank system

MARKET NEWS

Stocks up on central banks' 
moves, data   |  Video

E*Trade shares fall on credit 
worries
Oil up on storm worries
More Business & Investing
News...

1 of 1 Full Size

Featured Broker sponsored link

MORE BUSINESS NEWS

Solid retail sales boost hopes for growth
Temporary jobs drop may augur slower 
growth
Hedge fund losses prompt exits as 
deadline looms
Banks tighten mortgage terms: Fed survey
More Business News...

BUSINESS BLOG POSTS

 
Views in these blog posts are those 
of the author and not of Reuters.

Bull market may not be dead yet
FP Trading Desk

China is Ready for a Currency-based ETF
ETF Trends

Through The Fly's Eyes: Sears Holdings 
Corporation
Theflyonthewall.blog

How can we truly uncover and become 
aware of our beliefs about the markets?
SmartTraderBlog

A selection of our best 
photos from the past 24
hours.  View Slideshow 

Cracks may appear 
in Manhattan 
apartment market

1.

Venezuela's Chavez says oil
headed for $100 barrel

2.

Karl Rove to quit this month  |  Video3.

Religion and culture behind Texas execution 
tally

4.

Utah rescue "has not gone well"  |  Video5.

Sex video causes outrage6.

Texas pastor arrested for dragging girl at camp7.

Relatives of freed South Korea hostages 
apologize

8.

Goldman pumps cash into another struggling 
fund

9.

More trouble ahead for Wall Street?10.

Most Popular Articles RSS Feed

EDITOR'S CHOICE Pictures Video Articles

MOST POPULAR ON REUTERS

Articles Video Searched Recommended

LATEST NEWS:



Reuters.com:   Help  |  Contact Us  |  Advertise With Us  |  Mobile  |  Newsletters  |  RSS   |  Widgets  |  Interactive TV  |  Labs  |  Reuters in Second Life  |  Site Index

Reuters Corporate:   Copyright  |  Disclaimer  |  Privacy  |  Professional Products  |  Professional Products Support  |  About Reuters  |  Careers

 

International Editions:  Africa  |  Arabic  |  Argentina  |  Brazil  |  Canada  |  Chinese Simplified  |  Chinese Traditional  |  France  |  Germany  |  India  |  Italy  |  Japan  |  Latin America  |  Mexico  | 
Russia  |  Spain  |  United Kingdom  |  United States

 

Reuters is the world's largest international multimedia news agency, providing investing news, world news, business news, technology news, headline news, small business news, news alerts, personal finance, stock 
market, and mutual funds information available on Reuters.com, video, mobile, and interactive television platforms. Reuters jou rnalists are subject to the Reuters Editorial Handbook which requires fair presentation and 
disclosure of relevant interests.

Blog: Dealzone's week in 
quotes -- the liquidity puzzle

Hated New York co-op 
boards teach lenders a 
lesson

Analysis: New faces but 
policies set to stay at OPEC

ALSO ON REUTERS


