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How Countries Manage Reserve Assets

Central bank reserve managers control foreign exchange reserves worth almost $2.4
trillion. Traditionally, central banks are tight-lipped about how these huge portfolios are
managed. How Countries Manage Reserve Assets offers a comprehensive overview
of how central bankers themselves approach their work. In particular, this edition
includes a groundbreaking survey of 54 central bank reserve managers controlling 50%
of the world’s foreign exchange reserves. This reveals for the first time how central
banks are changing their policies and practices in the area of reserve and liquidity
management in reaction to recent shocks, notably the attack on the US on September
11, the collapse of Enron and the unpredicted low level of dollar interest rates.

State of the art: a new survey
An extensive new survey of over 50
central banks managing half of the
world’s reserves offers a unique overview
of reserve managers’ current practice and
future strategy. The survey shows:

How central banks plan to accumulate
reserves

New performance paradigm

Central bank reserve managers are under increasing
pressure to increase returns on their portfolios. At the
same time, there is increasing uncertainty about what
is an adequate level of reserves, what is the proper
accounting treatment for them, and how performance
is best achieved, measured and managed.

Leading authorities

How Countries Manage Reserve Assets includes in one volume for the first time contributions from leading
practitioners, academics, policymakers and analysts demonstrating the growing body of professional
expertise and the diversity of approaches to central bank reserve management.
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Incorporating a series of case studies from leading
central bank practitioners, this volume allows
existing reserve managers and senior central bank
executives to benchmark their techniques and
performance. Also, for market practitioners, it
provides an insight into how central bankers see their
role and meet their challenges.

Key Issues:

[J How central banks safeguard their assets while
seeking increased yield;

[0 How benchmarks are being reviewed in the light
of recent developments;

[J What new instruments are central banks
experimenting with;

What new instruments and techniques
they are considering

Which of the major reserve currencies
they expect to strengthen

How terrorism and financial crises have
affected central banks’ strategy and
appetite for risk

How the pressure for increased return
affects policy

Central banks’ experience of
outsourcing

The future of gold

[ What role do central banks see for external fund managers in managing reserve portfolios;

[J What is best practice for disclosure, reporting and accounting for reserves;

[ How central banks are introducing new arrangements for the governance of reserve portfolios
including reporting procedures and performance measurement;

[ What are the optimal techniques for measuring, assessing and managing interest rate,

currency and credit risk.
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A view from the Swiss National Bank
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Risk management of currency reserves
by Ib Hansen, Christian Olgaard and
Peter Kaer Jensen, Danmarks Nationalbank
Fewer government bonds: rethinking reserve
portfolios
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Return vs liquidity

In the current era of low yields, reserve
managers must take a broad perspective with
regard to eligible asset classes and financial
products in order to preserve the value of their
funds and minimise cost. In this volume
central bankers themselves show why and
how the incorporation of modern commercial
fund management techniques and asset
holdings can improve performance in a
central bank.

Distinctive case studies from leading and
innovative central banks reveal how reserve
managers have dealt with the challenges
presented by their country’s economic
realities, terms of trade and the financial
markets in which they operate.

How Countries Manage Reserve Assets
reviews the development of reserve funds and
explores key issues for reserve managers in a
dynamic context. Leading academics and
market practitioners discuss trends in
currency allocation, the overall need for
reserves, the choice of market for and the
timing of intervention, the prospects for gold,
as well as the future of reserve management
and the development of the euro as a reserve
currency.

Who should own
How Countries Manage
Reserve Assets

Central bank reserve managers, risk
managers, financial controllers and
senior executives, financial intermediaries
specialising in central bank services,
private sector treasury teams, portfolio
management software providers,
custodians, finance ministries,
government auditors
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