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Table 5. Results from Reserve Demand Regressions

Reserve demand over time Reserve demand across guantiles (1980-2010)
1080-1997  1098-2004  2005-2010 25" pet 50" pet 75" pet 20" pet

Regime

Hard and soft peg 0.308* 0.047 -0.103 0.066 -0.013 0012 -0.019
Current account

Log (imports/GDE) 0.684** 0473 0454+ 0.853* 0.614=* 0,357+ 03717
Capital account

Financial openness 0.111% 0123 -0.025 0.154* 0.083* 0.038* 0.050*

Log (broad money/GDP) 0.200* 0.284* 0445 0,335 0.320 0.358% 0377

Short term debt to GDP -0.399 0.481* 0.341* 0.504* 0.348" 0.103 -0.026
Mercantilist

Exchange rate undervaluation 0.081 03317 0,335 0,385 0.203* 0.200% 0.177%**
Oberservations 449 289 258 996 99§ 996 996
R-squared 0.428 0.519 0.532
Pseudo R2 0.364 0.37 0.367 0,382

Source: Ghosh, Ostry & Tsangarides, 2012, Tables 1 and 2.

Notes: Dependent variable, log(gross international reserves/GDP). Other independent varibles include per capita income, population, volatility of
neer and opportunity cost. Full model set out in Ghosh, Ostry & Tsangarides, 2012,

Robust standard errors where *** p<0.01, *p<0.05, *p<0.1

7L kR IMF policy paper,“Assessing reserve adequacy-further
considerations™, 2013/11/13
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Treasury Financing Gap Projection (FY, $hillion)

[

Total ﬁnanéing need E1 +2)

arketable borrowing

FY2014 FY2015 FY2016 FY2017 FY2018 FY2018 FY2020

484 439

1893 1862 2324

10. Total financing sources (4 +5+6+7+8+9) 1893 1963 234

5+¢6+7-2 670 533 825

4+5+6-2a 670 533 825

750 900 1,025

2442 2517 2860 3006

488 1072 950 1075
489 1247 1236 1289

* We assume a tax cut of $50bn in FY18, $75bn in FY19, and $100bn in FY20 and beyond
** Net financing from nonmarketable debt less other needs, such as issuance of student loans, etc; net CMBs

¥

** Positive (negative) financing surplus indicates over-(under-) funding. Source: GS Global Investment Research.
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Exhibit 2: Estimated Treasury Issuance by Security
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The Composition of USTs Held by the Public

Exhibit 15: Holders of US Treasuries
As of March 2017

= Foreign Governments...................33%

‘ = Other Foreign..........ceuceminsei: 19%
= Other Domestic Investors..............18%

$11.9 Trillion

a Ml FUNES: s 14%

» State and Local Governments...........6%

PRI . oovoon s anmpmesiising e e 5%

= Depository Institutions...............c.cc..... 5%

Source: US Bureau of the Fiscal Service, US Treasury Department. As of end-Q2 2017,
total privately held debt excluding Fed holdings was $11.9 trillion.
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Exhibit 14: Changes in FX Reserves of Top 20 Largest US Treasury
Holders (Annual)

1994-2016

USD Trillions Total (USD Trillions)
$1.2 $10
$1.0 $9
$0.8 $8
$0.6 $7
$0.4 $6
$0.2 $5
$0.0 $4
-$0.2 $3
-50.4 $2
-$0.6 $1
-$0.8 $0

1994 1986 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016
m A\ Other (LHS)

s A Commodity Exporters (LHS)
= /\ Asian Exporters (LHS)
Stock of Top 20 Reserve Assets (RHS)

Source: IMF.
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Reserves Make Up a Large Share of Banks’
High-Quality Liquid Assets

Exhibit 12: Composition of High Quality Liquid Assets — Major
US Banks
As of June 2017

JP Morgan Chase
Bank of America
Wells Fargo
Citigroup
Goldman Sachs

Morgan Stanley

$0 $200 $400 $600 $800 $1,000 $1.200
USD Billions
= Reserves = Not Specified
= Treasuries = Morigage-Backed Securities
= Other Assets Total
Source: Cornerstone Macro, LLC. JP Morgan and Goldman Sachs do not specify asset

categones.
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Domestic Private Investors Projected to Sharply Raise Their Share of the UST Market

Exhibit 17: Net Borrowing from the Public
2005-2020 (Projected)
USD Billions
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