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In 1936-37, the Federal Reserve doubled the reserve requirements imposed on member banks.  Ever since, the question of whether the doubling of reserve requirements increased reserve demand and produced a contraction of money and credit, and thereby helped to cause the recession of 1937-1938, has been a matter of controversy. Using microeconomic data to gauge the fundamental reserve demands of Fed member banks, we find that despite being doubled, reserve requirements were not binding on bank reserve demand in 1936 and 1937, and therefore could not have produced a significant contraction in the money multiplier. To the extent that increases in reserve demand occurred from 1935 to 1937, they reflected fundamental changes in the determinants of reserve demand and not changes in reserve requirements.
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    More from NBER

    In addition to working papers, the NBER disseminates affiliates’ latest findings through a range of free periodicals — the NBER Reporter, the NBER Digest, the Bulletin on Retirement and Disability, the Bulletin on Health, and the Bulletin on Entrepreneurship — as well as online conference reports, video lectures, and interviews.
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      Overview: Linear panel event studies are increasingly used to estimate and plot causal effects of changes in policies...

  


    


      
        



    

  
  
2023, SI Economics of Social Security, Panel Discussion, "Long-Term Dynamics of the Employment-to-Population Ratio"



      	Lecture


  
  
  
  
      Supported by the Alfred P. Sloan Foundation, the National Science Foundation, and the Lynde and Harry Bradley...

  



  
  


  


  


  



          
  
    Follow

    
      	
	
	
	


  


  
    
      National Bureau of Economic Research


Contact Us

1050 Massachusetts Avenue

Cambridge, MA 02138
617-868-3900
info@nber.org
webaccessibility@nber.org

  

   
    
      
	Homepage


    
  



  
      

  
    
    © 2024 National Bureau of Economic Research. All Rights Reserved.

  




  

    
    


  