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Chapter 1: The Textbook Mirage

	Open any standard undergraduate macroeconomics textbook to the chapter on monetary policy, and you will confront an equation that has ruined more financial careers than insider trading:

	M = m × MB

	In this tidy academic formulation, the total money supply (M) equals the money multiplier (m) multiplied by the monetary base (MB). The textbook asserts that the Federal Reserve controls the monetary base—consisting of physical currency in circulation plus commercial bank reserves held in vaults or at Federal Reserve district banks. By adjusting the reserve requirement ratio (r), where m = 1 / r, the central bank supposedly dictates the exact quantity of dollars circulating across the planet. If the reserve requirement is 10% (r = 0.10), a $100 injection of base money by the New York Fed's Open Market Trading Desk mechanically expands into $1,000 of broad credit.

	This formula is a complete fabrication. It does not describe how money works in the twenty-first century, nor did it accurately describe the financial system when Milton Friedman and Anna Schwartz popularized monetarist orthodoxy in 1963.

	For an aspiring financial analyst, portfolio manager, or economist, clinging to this domestic, reserve-driven model is occupational suicide. First, the Federal Reserve abolished statutory reserve requirements entirely in March 2020, reducing r to 0.00% and mathematically rendering the textbook multiplier infinite (1 / 0 = ∞). More importantly, the vast majority of US dollars facilitating global trade, sovereign debt issuance, and corporate capital expenditure do not originate inside the United States. They are not printed by the Bureau of Engraving and Printing, nor are they backed by electronic reserve balances sitting on the Federal Reserve’s master ledger in New York.

	They are Eurodollars: US dollar-denominated deposit liabilities and credit instruments created entirely offshore by non-US banks, foreign subsidiaries of American institutions, and shadow banking entities operating outside the legal jurisdiction of the Federal Reserve System.

	The Fractional Reserve Myth vs. Endogenous Credit

	To understand why the Federal Reserve does not control the global dollar supply, you must first unlearn the sequence of domestic banking taught in Economics 101. The standard curriculum teaches that banks are financial intermediaries that take in existing deposits and lend a fraction of them out. Under this view, reserves come first, deposits come second, and loans come third.

	In actual commercial banking practice, the operational sequence is strictly reversed. Banks do not wait for deposits or central bank reserves before issuing credit. When a creditworthy corporate borrower walks into JPMorgan Chase in Manhattan—or Barclays in London, or Mitsubishi UFJ Financial Group (MUFG) in Tokyo—seeking a $50 million working capital loan, the loan officer does not check the bank’s vault or call the reserve desk to see if $50 million in idle cash is sitting around.

	Instead, the bank executes a simultaneous double-entry bookkeeping operation. It records a new $50 million asset on its balance sheet (the loan contract) and simultaneously credits the borrower’s corporate checking account with a new $50 million liability (a demand deposit). Those $50 million are newly minted purchasing power. No existing saver had to forego consumption, and no central bank had to inject base money first. Credit creation is endogenous—driven internally by private sector balance sheet capacity, risk appetite, and regulatory capital constraints, rather than exogenous reserve injections by state authorities.

	I spent the early years of my career sitting on a fixed-income derivatives desk in London, watching freshly minted PhDs from top-tier American universities crash into this operational reality. During the autumn of 2008, as the Federal Reserve expanded its balance sheet from $900 billion to over $2.2 trillion via emergency liquidity facilities, our junior economists kept screaming to go long on inflation break-evens and sell US Treasury bonds. Their textbook models told them that doubling the monetary base (MB) would inevitably trigger hyperinflation. Meanwhile, the veteran funding traders sitting two rows over were aggressively buying 10-year and 30-year US Treasuries and hoarding dollar cash. The traders were looking at their Bloomberg terminals and seeing three-month Libor-OIS spreads blow out past 360 basis points. They knew the Fed’s domestic reserve injections were trapped inside idle bank accounts, completely failing to offset the trillions of dollars in offshore Eurodollar credit that were vanishing every week as European and Asian banks refused to roll over interbank loans. The PhDs lost their shirts; the funding traders made generational bonuses.

	Only after a domestic US bank creates a loan and a corresponding deposit does it concern itself with reserves to clear payments through Fedwire or satisfy daily liquidity coverage ratios (LCR). If the bank is short of reserves at the end of the trading day, it borrows them in the federal funds market, taps the repo market, or turns to the Fed's discount window. In the domestic sphere, the Federal Reserve is forced to accommodate the banking system's demand for reserves if it wants to keep its target interest rate from spiking out of control.

	Now, strip away the Federal Reserve entirely. Take that exact same endogenous credit-creation mechanism—where a bank expands its balance sheet by simultaneously booking a dollar loan asset and a dollar deposit liability—and move it across the Atlantic Ocean to the City of London, or across the Pacific to Singapore and Tokyo.

	
		
				Metric / Operational Feature

				Domestic US Dollar System (Onshore)

				The Eurodollar System (Offshore)

		

		
				Primary Jurisdiction

				United States (Federal Reserve / OCC / FDIC)

				Stateless (London, Cayman Islands, Tokyo, Singapore, Zurich)

		

		
				Central Bank Backstop

				Unlimited (Federal Reserve Discount Window & Fedwire)

				None (Limited, politicized central bank FX swap lines)

		

		
				Reserve Requirement

				0% statutory (governed by Basel III LCR & internal stress tests)

				0% (governed purely by private counterparty risk & collateral hair-cuts)

		

		
				Primary Settlement Mechanism

				Fedwire Funds Service (Central bank money)

				CHIPS, correspondent banking ledgers, and Euroclear/Clearstream

		

		
				Estimated Scale of Liabilities

				~$18 Trillion (Onshore M2 Money Supply)

				~$65 Trillion to $85+ Trillion (Loans, bonds, and off-balance-sheet FX swaps)

		

		
				Core Money Instrument

				Retail/Commercial demand deposits & Fed reserves

				Wholesale interbank deposits, tri-party repo, Eurobonds, & FX forwards

		

	

	 

	When MUFG in Tokyo issues a $100 million dollar-denominated loan to a Brazilian agricultural exporter to finance soybean shipments to Rotterdam, MUFG does not hold Federal Reserve bank reserves. It is a Japanese bank operating under Japanese regulatory authority, creating a liability denominated in a currency issued by a foreign sovereign. Despite the prefix "Euro," the term Eurodollar has nothing to do with the Eurozone or the euro currency (EUR). It refers to any US dollar deposit or credit obligation residing outside the legal borders of the United States. A dollar loan issued by a British bank in Hong Kong to a South Korean shipping conglomerate is a Eurodollar.

	Because this transaction occurs offshore, no Federal Reserve governor votes on it, no FDIC insurance covers the deposit, and no US monetary aggregate (neither M1 nor M2) records its existence. Yet for the Brazilian exporter paying for fertilizer and fuel, and for the global commodity markets pricing those goods, those offshore digital dollars spend identically to a dollar sitting in a Wells Fargo checking account in Ohio.

	The Triffin Dilemma and the Stateless Ledger

	How did a private, unregulated network of foreign banks hijack the monetary sovereignty of the world’s dominant superpower? The answer lies in a structural flaw at the heart of international trade, famously diagnosed by the Belgian-American economist Robert Triffin before the Joint Economic Committee of the US Congress in 1959.

	Under the post-World War II Bretton Woods agreement, foreign currencies were pegged to the US dollar, and the US dollar was convertible into physical gold at a fixed rate of $35 per troy ounce. As devastated European and Asian economies rebuilt their industrial bases during the 1950s, global trade expanded rapidly. To settle cross-border invoices for crude oil, iron ore, and manufactured goods, foreign corporations and central banks needed a deep, liquid reserve asset. They needed dollars.

	Triffin pointed out an irreconcilable mathematical contradiction in using a domestic national currency as the global reserve currency:

	1. To supply the growing global economy with the dollar liquidity required to clear international trade, the United States had to run continuous balance-of-payments deficits, pumping dollars abroad.

	2. However, the larger and more persistent those US deficits became, the more foreign dollar claims accumulated relative to the finite stock of physical gold sitting in Fort Knox and the Federal Reserve Bank of New York vault. Inevitably, foreign creditors would doubt the US government's ability to maintain the $35/oz gold peg, triggering a run on American gold reserves and collapsing the monetary order.

	Conversely, if the United States acted with fiscal and monetary restraint—running trade surpluses to protect its gold stock and maintain domestic price stability—it would starve the world economy of liquidity, inducing a global deflationary depression.

	What neither Triffin nor the architects of Bretton Woods anticipated was how private commercial bankers in London would bypass this dilemma entirely. By the late 1950s and early 1960s, British merchant banks realized they did not need to wait for the United States to run current account deficits to acquire dollars. They could take an existing offshore dollar deposit, use it as a fractional anchor—or simply rely on interbank credit lines—and manufacture new dollar-denominated loans directly on their own books.

	When President Richard Nixon finally severed the dollar's link to gold on August 15, 1971, academic economists expected the global monetary system to transition into a world of cleanly floating exchange rates where each nation controlled its own destiny. Instead, the death of the gold standard removed the final physical brake on offshore ledger expansion.

	Without gold acting as an ultimate settlement constraint, the Eurodollar market exploded into a stateless, self-referencing ledger system. Today, according to Bank for International Settlements (BIS) locational banking statistics, direct cross-border dollar claims by non-US banks exceed $16 trillion. When you include domestic foreign-currency dollar loans inside developing nations and the massive $65+ trillion notional volume of off-balance-sheet dollar obligations embedded in foreign exchange (FX) swaps and forwards, the offshore shadow dollar system dwarfs the domestic US banking sector by a factor of four to one.

	The Plumbing of Shadow Settlement: CHIPS and Correspondent Accounts

	Students encountering the Eurodollar system for the first time invariably ask a critical operational question: If a French bank in Paris creates $50 million in Eurodollar credit for a Turkish airline to buy jet engines, how does that money ever actually clear if the French bank has no account at the Federal Reserve?

	To answer this, you have to trace the dual-layered architecture of global dollar clearing.

	Money is not a physical thing; it is a hierarchical system of accounting ledgers. At the apex of the hierarchy sits the Federal Reserve and its real-time gross settlement system, Fedwire. Only depository institutions chartered in the United States (or licensed US branches of foreign banks) hold master accounts at the Fed and can settle transactions directly in central bank reserves.

	One rung below Fedwire sits the Clearing House Interbank Payments System (CHIPS), operated by a private consortium of major commercial banks in New York, alongside the global messaging network SWIFT (Society for Worldwide Interbank Financial Telecommunication). Note a vital distinction: SWIFT does not move money; it merely sends encrypted payment instructions telling banks how to adjust their internal spreadsheets.

	Foreign banks operating in the Eurodollar market connect to the onshore US clearing grid through correspondent banking relationships. A foreign bank—say, BNP Paribas in Paris, or Banco Itaú in São Paulo—maintains a commercial checking account at a major US clearing bank like Citigroup or JPMorgan Chase in New York. In banking jargon, from BNP Paribas's perspective, its account at Citigroup is a Nostro account ("our money on your books"). From Citigroup's perspective, that same account is a Vostro or Loro account ("your money on our books").

	Let us trace what happens when the Eurodollar system processes a transaction:

	1. Pure Offshore Netting: Suppose a corporate client of BNP Paribas in Paris pays $10 million to a supplier who also banks with BNP Paribas in Geneva. The transaction never touches the United States. BNP Paribas simply debits one client ledger entry and credits another within its own internal European IT infrastructure.

	2. Inter-Eurobank Clearing: Now suppose the client of BNP Paribas in Paris pays $10 million to a supplier who banks with Barclays in London. Both European banks hold Nostro accounts at Citigroup in New York. BNP Paribas sends a SWIFT MT103 message instructing Citigroup to debit BNP's Nostro account by $10 million and credit Barclays' Nostro account by $10 million. Notice what happened: $10 million in international commerce settled, yet zero Federal Reserve base money moved. The entire transaction cleared as an internal liability shuffle on the private balance sheet of Citigroup.

	3. CHIPS Netting Engine: When transactions occur across multiple New York correspondent banks (e.g., BNP clears through Citigroup, while Barclays clears through JPMorgan), the payment instructions are routed into CHIPS. Throughout the trading day, CHIPS uses a complex multilateral netting algorithm to offset trillions of dollars in incoming and outgoing offshore payment flows against one another. Roughly $1.8 trillion in cross-border Eurodollar transactions flow through CHIPS every single day, yet because of bilateral and multilateral netting, the actual net cash required at the end of the day to settle the entire global grid is less than $100 billion.

	This netting efficiency is the secret to the Eurodollar system’s scale—and its terrifying fragility. Because banks only need a minuscule sliver of actual onshore US cash at 5:00 PM Eastern Time to settle an avalanche of offshore credit obligations, the global financial network operates with extreme balance sheet elasticity during calm markets.

	Instead of holding sterile cash reserves, offshore banks fund their massive books of long-term dollar loans by rolling over short-term wholesale borrowing every 24 hours, every week, or every 90 days in the London, Tokyo, and Cayman interbank markets.

	The Illusion of Domestic Monetary Policy

	Once you grasp the scale and mechanics of this offshore ledger, the theatrical spectacle of Federal Open Market Committee (FOMC) press conferences takes on an entirely different light.

	Every six weeks, financial media networks breathlessly count every syllable uttered by the Federal Reserve Chair, assuming that adjusting the federal funds target rate by 25 basis points (0.25%) directly calibrates the cost of capital across the globe. Yet when we examine the empirical relationship between the Fed's balance sheet and actual global credit conditions, the textbook transmission mechanism breaks down completely.

	Consider the aftermath of the 2008 financial crisis. Between late 2008 and October 2014, the Federal Reserve executed three massive rounds of Quantitative Easing (QE1, QE2, and QE3), purchasing $3.7 trillion worth of US Treasury securities and agency mortgage-backed securities. Under the standard textbook model (M = m × MB), expanding the monetary base by nearly 450% should have unleashed a historic tidal wave of global liquidity, booming real GDP growth, and soaring consumer price inflation.

	Instead, the exact opposite occurred across the global economy. While the Fed was printing domestic bank reserves, the velocity of money collapsed to all-time lows, global commodity prices crashed between 2011 and 2015, emerging market currencies suffered violent deflationary funding squeezes, and the eurozone plunged into a sovereign debt crisis.

	Why did $3.7 trillion of Fed "money printing" fail to stimulate the global economy? Because bank reserves are not global money.

	When the New York Fed buys a Treasury bond from a dealer bank during QE, it pays by crediting that bank’s reserve account at the Fed. By law, those electronic reserve tokens cannot leave the Federal Reserve's closed accounting loop. A corporation cannot hold Fed reserves; a hedge fund in the Cayman Islands cannot hold Fed reserves; an Indonesian mining company cannot pay its dollar debts with Fed reserves. Those reserves simply sat trapped on the onshore balance sheets of US banks—and US branches of foreign banks—as dead weight.

	Meanwhile, out in the unregulated Eurodollar expanse, the actual engine of global credit was shrinking. Scarred by the 2008 collapse of Lehman Brothers and constrained by new Basel III capital charges (such as the Supplementary Leverage Ratio, or SLR), European and Japanese mega-banks were systematically shutting down their wholesale dollar lending desks. The contraction of private offshore balance sheet capacity destroyed far more functional dollar liquidity than the Federal Reserve’s domestic QE programs could ever hope to replace.

	We can observe this divergence directly in the pricing of global derivatives. In a smoothly functioning, textbook-compliant dollar market, an interest rate swap—where two counterparties exchange a fixed interest rate for a floating rate—must trade at a higher yield than a risk-free US Treasury bond of the exact same maturity. Why? Because the US government can always print dollars to pay its bonds, whereas private banks participating in the swap market carry default risk. The difference between the swap rate and the Treasury yield of the same maturity is known as the swap spread (Swap Rate − Treasury Yield = Swap Spread).

	Prior to August 2007, 30-year US dollar swap spreads were consistently positive, typically trading between +30 and +80 basis points. Then, in the autumn of 2008, something occurred that textbooks declared mathematically impossible: the 30-year swap spread inverted, plunging below zero and remaining deeply negative for the next decade and a half (often trading between −30 and −60 basis points).

	A negative swap spread means the global financial market is willing to accept a significantly lower yield on a private derivatives contract with counterparty credit risk than on a "risk-free" US government bond. How is that possible?

	It happens when offshore institutions are so starved of balance sheet capacity and pristine dollar funding that they dump physical US Treasuries—which consume precious room on a bank's balance sheet and require continuous repo funding—and instead scramble to lock in synthetic dollar exposure via off-balance-sheet interest rate swaps. Negative swap spreads are the permanent scar tissue of a structurally broken Eurodollar market: undeniable mathematical proof that despite trillions in Fed QE, the offshore shadow banking system has suffered a chronic shortage of balance sheet space since 2008.

	Anatomy of a Global Dollar Shortage

	To a layperson, the phrase "global dollar shortage" sounds absurd. If you look at the US national debt exceeding $34 trillion, or see headlines about trillions in stimulus, it appears the world is drowning in dollars.

	This confusion stems from conflating debt with liquidity, and confusing onshore fiscal deficits with offshore funding availability.

	In the Eurodollar system, every dollar of credit created is simultaneously an asset for the lender and a debt liability for the borrower. Suppose over a five-year boom cycle, European, Japanese, and Chinese banks issue $10 trillion in Eurodollar loans and bonds to emerging market corporations in Brazil, Turkey, and Malaysia. During the expansion phase, dollars feel abundant; commodity prices rise, and emerging market currencies appreciate against the USD.

	However, that $10 trillion debt mountain creates a permanent, structural demand for future dollars. Every month, those Brazilian, Turkish, and Malaysian borrowers must acquire hard US dollars to pay interest and roll over maturing principal. Furthermore, the European and Japanese banks that issued those 5-year loans funded them by borrowing short-term dollars in the 3-month wholesale interbank and FX swap markets. They must refinance their own dollar liabilities four times a year just to stay solvent.

	Now, consider what happens when a geopolitical shock, a sudden regulatory tightening, or a drop in collateral values causes wholesale money market funds and interbank lenders in London and New York to pull back.

	When offshore banks become nervous about counterparty risk, they refuse to roll over short-term dollar funding. Suddenly, an emerging market borrower with a $500 million loan maturing on Friday cannot get a new loan to pay off the old one. At the exact same moment, the European bank that made the loan is having its own overnight dollar repo lines cut by 20%.

	A ferocious scramble for cash dollars begins. Because neither the foreign corporate borrowers nor the foreign commercial banks can print US dollars, they are forced to acquire them in the open spot market by dumping local currencies (selling Brazilian reais, Turkish lira, or Japanese yen to buy USD) and liquidating global risk assets (selling equities, copper, crude oil, and even US Treasuries to raise immediate dollar cash).

	The paradoxical result of an over-indebted Eurodollar system is that when a crisis hits, the US dollar does not crash—it spikes violently upward. As credit contracts, the destruction of synthetic offshore dollar liabilities leaves behind a towering wall of unpayable dollar debt contracts. The global financial system chokes to death not from an excess of money, but from an acute shortage of the specific offshore credit instruments required to keep the debt machine turning over.

	During the March 2020 pandemic panic, we witnessed this exact mechanism nearly blow up the US Treasury market—supposedly the deepest, most liquid market on earth. While retail commentators thought investors were selling stocks and buying safe-haven bonds, between March 9 and March 18, 2020, the yield on the 10-year US Treasury violently spiked from 0.54% to 1.26% at the exact same time the S&P 500 crashed by 20%.

	Foreign central banks, sovereign wealth funds, and Cayman Islands relative-value hedge funds were being hit with massive margin calls on their Eurodollar repo lines. Desperate for immediate dollar cash to settle maturing offshore liabilities before their institutions defaulted, they liquidated over $400 billion of US Treasury securities in ten trading days. New York primary dealers, choked by post-2008 capital regulations, had no balance sheet space left to absorb the bonds. The global offshore dollar shortage had grown so severe that it paralyzed the sovereign debt market of the United States itself, forcing the Federal Reserve to step in and buy $75 billion to $125 billion in Treasuries per day just to prevent a systemic clearing house failure.

	The Architecture of Fragility

	Before we trace the historical origins and accounting mechanics of this shadow architecture, you must internalize the core operational principles that distinguish our monetary reality from the textbook mirage:

	1. The Dollar is a Global Network Currency, Not Just a National Fiat: Over 80% of global trade invoicing and over 60% of international banking claims are denominated in US dollars, even when neither the buyer nor the seller is an American entity.

	2. Offshore Banks Create Dollars Without the Fed: Any bank anywhere in the world can create a Eurodollar simply by denominating a loan asset and a deposit liability in USD on its balance sheet.

	3. Balance Sheet Capacity is the True Money Multiplier: The supply of global dollars is not constrained by Federal Reserve reserve requirements (which are zero), nor by the size of the Fed's balance sheet. It is governed strictly by the willingness of global dealer banks to take on risk, the availability of pristine collateral (mainly US Treasuries) to secure repo loans, and the internal value-at-risk (VaR) models of wholesale lenders.

	4. Debt Destruction is Deflationary: Because Eurodollars are credit liabilities, when offshore banks contract their lending books or refuse to roll over short-term funding, the functional supply of global dollars evaporates instantly, triggering an acute dollar shortage and a violent surge in the exchange value of the USD.

	The Federal Reserve is not the omnipotent architect of this global financial system. It is a domestic regulatory agency trapped inside a transnational shadow banking network it neither designed nor controls, constantly reacting after the fact to liquidity crises born thousands of miles outside its legal borders.

	 


Chapter 2: The Cold War Accident

	Sovereign jurisdiction ends at the geographical border, while a commercial bank’s balance sheet knows no physical boundary. This legal asymmetry is the foundational principle of international regulatory arbitrage. If a nation-state imposes strict interest rate ceilings, capital controls, or reserve taxes on its domestic banking sector, capital does not simply accept lower returns; it migrates to a foreign jurisdiction willing to record the exact same currency denomination under a more permissive legal code.

	The global shadow banking system was not designed by neoliberal economists at the University of Chicago or central bankers in Basel. It emerged as an improvised survival mechanism executed by Soviet intelligence officers, Chinese Communist central bankers, and aristocratic merchant bankers in the City of London who realized that British common law contained a monumental loophole: the Bank of England regulated the pound sterling (£), not foreign currencies booked within the United Kingdom.

	The Soviet Paranoia and the EUROBANK Telex

	By the mid-1950s, the Soviet Union faced an acute operational dilemma. To purchase western industrial machinery, grain, and copper, Moscow needed hard US dollars. It earned these dollars primarily by exporting crude oil, timber, and gold from the Kolyma mines to Western Europe. Historically, the State Bank of the USSR (Gosbank) deposited its dollar revenues directly into correspondent accounts at Chase Manhattan Bank and National City Bank in New York.

	However, the geopolitical climate had deteriorated sharply. In 1948, the US Treasury had frozen the onshore dollar assets of Yugoslavia during a diplomatic dispute. Two years later, following the outbreak of the Korean War

	
	
	
	
	
	
	The Sterling Crisis of 1957 and the Bank of London & South America

	
	
	
	
	
	
	
	
	
	
	
	
	
	Regulation Q and the American Regulatory Suicide

	
	
	
		Demand deposits (checking accounts): 0.00% maximum interest.

		Time deposits under 30 days: 0.00% maximum interest.

		Time deposits from 30 to 89 days: 1.00% maximum interest.

		Time deposits from 90 days to 6 months: 2.50% maximum interest (later raised incrementally to 4.00% in the early 1960s).



	
	
	
		
				
				
				
		

		
				
				
				
		

		
				
				
				
		

		
				
				
				
		

		
				
				
				
		

		
				
				
				
		

	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Minos Zombanakis and the Birth of LIBOR

	
	
	
	
	
	
	
	
	
	
	
	
	
	The 1973 Petrodollar Shock and the End of Bretton Woods

	
	
	
	
	
	
		
				
				
				
				
		

		
				
				
				
				
		

		
				
				
				
				
		

		
				
				
				
				
		

		
				
				
				
				
		

	

	
	
	
	
	
	
	
	
	
	The 1974 Herstatt Contagion and the Interbank Freeze

	
	
	
	
	
	
	
	
	
	
		Tier 1 (The Big Six New York & London Clearing Banks): Could still attract short-term OPEC deposits at base LIBOR.

		Tier 2 (Regional US, Italian, and Mid-Sized European Banks): Were forced to pay punitive risk premiums of +50 to +125 basis points over LIBOR just to roll over overnight funding.

		Tier 3 (Japanese Banks and Consortium Banks): Faced an outright credit freeze, paying "The Japan Rate"—a humiliating surcharge of +200 basis points above LIBOR—or finding themselves completely locked out of the interbank market after 11:00 AM.



	
	
	The 1981 Surrender: International Banking Facilities (IBFs)

	
	
	
	
	
	
		Statutory Reserve Requirement (Regulation D): 0.00%

		Interest Rate Ceilings (Regulation Q): Exempt

		FDIC Insurance Coverage & Assessments: Exempt

		State and Local Income Taxes: Exempted by special legislation in New York, Florida, Illinois, and California.
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