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As of April 3 of this year, the Federal Reserve (Fed) has racked up $161 billion 
in accumulated losses. We‟re not talking about unrealized losses on the 
underwater debt securities the Fed holds on its balance sheet, which it does not 
mark to market. We‟re talking about real cash losses it is experiencing from 
earning approximately 2 percent interest on the $6.97 trillion of debt securities it 
holds on its balance sheet from its Quantitative Easing (QE) operations while it 
continues to pay out 5.4 percent interest to the mega banks on Wall Street (and 
other Fed member banks) for the reserves they hold with the Fed; 5.3 percent 
interest it pays on reverse repo operations with the Fed; and a whopping 6 
percent dividend to member shareholder banks with assets of $10 billion or less 
and the lesser of 6 percent or the yield on the 10-year Treasury note at the most 
recent auction prior to the dividend payment to banks with assets larger than 
$10 billion. (This morning the 10-year Treasury is yielding 4.41 percent.) 

Operating losses of this magnitude are unprecedented at the of Fed, which was 
created in 1913. In a press release dated March 26, the Fed stated this: “The 
Reserve Banks‟ 2023 sum total of expenses exceeded earnings by $114.3 
billion.” 

As of March 13 of this year, the Fed‟s accumulated losses stood at $156.24 
billion and yet on March 20 the Federal Reserve voted to sustain those high 5+ 
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percent interest rates to its member banks – making it look like the captured 
regulator it is considered to be by millions of Americans. 

As the chart above indicates, the Fed‟s ongoing weekly losses have ranged 
from a high of $3.3 billion for the week ending Wednesday, January 31, 2024, to 
$1.86 billion for the most recent week ending Wednesday, April 3, 2024. 

American taxpayers have good reason to sit up and pay attention to the Fed‟s 
giant and ongoing losses. That‟s because when the Fed is operating in the 
green, as it was on an annual basis for 106 years from 1916 through 2022, the 
Fed, by law, turns over excess earnings to the U.S. Treasury – thus reducing 
the amount the U.S. government has to borrow by issuing Treasury debt 
securities. According to Fed data, between 2011 and 2021, the Fed‟s excess 
earnings paid to the U.S. Treasury totaled more than $920 billion. 

The loss of remittances from the Fed means the U.S. government will go 
deeper into debt, putting a heavier tax burden on the U.S. taxpayer and raising 
the risk of another credit rating agency downgrade of U.S. sovereign debt. 

The way the Fed is accounting for these losses is straight out of Alice in 
Wonderland. A January 31 paper by Paul H. Kupiec and Alex J. Pollock 
published by the American Enterprise Institute explains why the Fed has 
negative capital under GAAP accounting. The researchers write: 

“In 2011, the Fed unilaterally decided to adopt non-standard accounting 
practices that book operating losses as a „negative liability‟ in its H.4.1 releases 
and as a „deferred asset‟ in its audited financial statements. [The Fed wrote at 
the time:] 

„[I]n the unlikely scenario in which realized losses were sufficiently large enough 
to result in an overall net income loss for the Reserve Banks, the Federal 
Reserve would still meet its financial obligations to cover operating expenses. In 
that case, remittances to the Treasury would be suspended and a deferred 
asset would be recorded on the Federal Reserve‟s balance sheet.‟ 

“Unfortunately for the Fed, the „unlikely scenario‟ has become reality. 
Regardless of the name used, the „deferred asset‟ account acts to hide the 
basic immutable fact that operating losses have consumed the Fed‟s capital. 

“Under the Fed‟s unique accounting policy, operating losses do not reduce the 
Federal Reserve‟s reported total capital. The accumulated losses in the 
„deferred asset‟ account allow the Fed to report the same capital account 
balance, no matter how large its accumulated losses. Even if it lost 100 times its 
capital, or $4.3 trillion, the Fed would still report that it has positive $43 billion in 
capital. Similar creative „regulatory accounting‟ has not been utilized by financial 
institutions since the 1980s when it was used to prop up failing savings and 
loans.” 

The researchers posted a line-item chart on page 8 of their report showing how 
the Fed‟s accounting compares with GAAP accounting. As of December 27, 
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2023, the Fed‟s accounting produces $42.85 billion in capital. Under GAAP 
accounting, the Fed‟s capital stands at a negative $88.7 billion. 

As anyone who is a regular reader of Wall Street On Parade will easily guess, 
the New York Fed has the most dramatic negative capital under GAAP 
accounting among the Fed‟s 12 regional Fed banks. The researchers write: 

“Restating each of the 12 individual FRBs [Federal Reserve Banks] December 
27, 2023 capital accounts using GAAP, 8 have negative GAAP capital. Exhibit 
2A shows the FRBs that have GAAP capital deficits larger than $1 billion. The 
Federal Reserve Bank of New York, with a GAAP capital nearly negative $70 
billion, has the largest capital deficit followed by the Federal Reserve Bank of 
Richmond with negative GAAP capital approaching $12 billion and the Federal 
Reserve Bank of Chicago with $7.6 billion in negative GAAP capital.” 

For a deeper understanding of the New York Fed, read our reports: Is the New 
York Fed Too Deeply Conflicted to Regulate Wall Street? and The New York 
Fed Has Quietly Staffed Up a Second Trading Floor Near the S&P 500 Futures 
Market in Chicago. 

If you agree with Wall Street On Parade that the current banking and Fed 
structure in the U.S. represents a threat to national security and economic 
stability, please contact your U.S. Senators today via the U.S. Capitol 
switchboard by dialing (202) 224-3121. Tell your Senators to hold immediate 
hearings on the financial stability implications of the Fed‟s losses and its deep 
conflicts with Wall Street‟s mega banks. 
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