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This paper presents preliminary findings and is being distributed to economists 
and other interested readers solely to stimulate discussion and elicit comments. 
The views expressed in this paper are those of the authors and are not necessar-
ily reflective of views at the Federal Reserve Bank of New York or the Federal 
Reserve System. Any errors or omissions are the responsibility of the authors.
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Abstract

This paper, originally released in August 1989 as part of a Federal Reserve Bank of New 
York series on the U.S. securities markets, examines loans of Treasury and agency securi-
ties in the domestic market. It highlights some important institutional characteristics of 
securities loan transactions, in particular the common use of agents to arrange the terms 
of the loans. While we note that this characteristic sets securities lending apart from most 
repurchase agreement (repo) transactions, which occur bilaterally between a borrower 
and a lender, we observe that repo and securities loan transactions ultimately serve the 
same important economic purpose—to cover short positions used for hedging or arbi-
trage in related cash markets. The data used here, though largely informal, were provided 
by knowledgeable market participants.
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PREFACE 
 
 

 
This paper is one of a series of papers on various aspects of the securities 

markets in the United States prepared by the Federal Reserve Bank of New York. The 

primary authors of this paper are Paul C. Lipson of the Federal Reserve Employees 

Benefits System and Bradley K. Sabel and Frank Keane of the Federal Reserve Bank  

of New York. The authors express their appreciation to Lawrence M. Sweet of the Bank 

and Rakesh K. Bhala, a summer associate of the Bank’s Legal Department, for their 

assistance. The authors also express their appreciation to many industry participants, 

individually and through their trade associations, who reviewed and commented on 

earlier drafts of this paper. The primary authors, of course, are solely responsible for 

any errors that remain. 
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