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Summary

“Facing visible strain in dollar funding markets during the Covid-19 pandemic, the Fed lowered
the rate on the swap lines it had with five other central banks, and opened new ones in nine other
currencies. Some of these were used, some not. We use this variation to show the impact of the
swap lines on CIP deviations across currencies. The results confirm the analysis in Bahaj and
Reis (2019): the swap lines put a ceiling on CIP rates only around the time of an auction.”
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