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HEGULATION
FADERAL OPEN MARKLT COMMITTEE
March , 1938

- OPEN WARKST OPERATIONS

SECTION 1.
Pursuant to the authorit; conferred upon it by section 124
o the Federal Reserve Act, as amended, the Federal Open Market Com-
nittee wrescribes the following regulations relating to the open-
markot trapnsactions of the Federal Reserve banks.
The Federal Open Market Committee expressly reserves the
right to alter, amend, or repsal this vegulatlcn in whole or iﬁ part

at any time.

SeECTION 2. DEFINITIORS

{2) Government securities. - The -term “Government securi-

ties" shall include bonds,_notes, certificates of indebtedness,
Trensury bills, and other cbligstions of the United States, including
obligations fully guarazntsed as to principal and interest by the
United States.
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(1) dbligatiggg.m The term "obligations" shall include
all bankers' acceptances, bills of exchange, cable transfers, bonds,
notes, warrants, debentures, and other obligatiens, including Govorn-
ment securities, which Federal Reserve banks are authorized hy law to

purchase in tae open movket.

(¢) 8System open market account. ~ The term "system open

Tarket account" applies to Government securities and other obliga-
tions held for the acccunt of the Federal Reserve buanks under the
eopntred DIRECTION of the oxeeutiwe eCommittee.

{d) Committee. — The term "Comaittee" shall mean the Fed-
eral Open Market Committee.

{e) Executive committee. — The term "eBxecutive efommitteo
shall mean the executive committee »f the Federzl Open Market Com-
mitiee.

SECTION 3. GOVERNING PRINCIPLES

By the terms of section 12A of the Federal Reserve sact, as
smended, the tinme, charvecier, and volume of all purchoses and sales
in the open market by Fodersl Heserve banks shall be governced with a
view to accommodating commerce ond busiuness and with regard to their

bearing upon the general credit situsiion of the country.

SECTION 4. FEDERAL OPEN MARKET COMMITTIEE

(HOTE: IT IS SUGGESTED THAT PARAGRAPHS (2}, (b), aND {(c) OF
THIS SECTIGHN COULD VERY WEZLL BE OMITTED aS THEY ARE COVERED
BY THE LAW AND THE PROFOSED BY-LAWS,)
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() Organization. - The Committee crested by section 124

of the Federzl Reserve Act, as amendad by the Banking Act of 1335,
consists of the members of the Board of Governors of the Federal Re-
serve System ond of five representatives of the Faderzl Reserve banks
elected annu=lly.

in alternate to serve in the sbsence of cach such represen-
tutive shall be elected annually.

{b) Records. - The Secretary of the Committee shall keep
minutes of all its meetings and sholl keep a complete record of the
action taken by the Committee upon 2ll questions of policy relating
to open-market operations and shall record therein the votes taken
in connection with the determination of ospeon-moarket policies and the
rensons assigned therefor. Sﬁch MINUTES AND records shall beeeme
end remain IN the preperdy CUSTODY of the Board of Governors of the
Federal Ressrve System.

(c) Meetinss., — Meetings ol the Committce shall be held at
Washington, D. C., &t least four tiies cuch year upon the call of the
Chairman of the Board of Governors of ihe Fodernl Reserve System or
at the WRITTER OR TELEGRAPHIC request of any three members of the
Committee. DUE B-notices of meoetings called shall be giwen SENT  to
all members of the Commitiee by the Sccrotary.

(d) PFunctions. - It is the duty of the Committee to cone
sider the needs of commerce and business, the general credit situation

of the country, and swsh other matters having o bearing thereon as
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may-eome-te—ite-attention, and to consider, adopt, and transmii to
the severzl Federal ReServe basnkg, regulations and directions with
respect to the open-market onerations of such banks wunder section 14
of the Federal Reserve Act.

{o}--Open-Markot-poliey+——-The-Commitiee-will-from-$ime-to

time-determine—the-oson-—market-nodicies-oi-tho-Sysiten—and-will-nodify
the-sevweral-Federal-Reserve-banks-of-all deciscicns-which-reguirse
agiior-on-theiP-padiy

££} {e) Particivation in System Open Market Account. -

Gevernment-secunitios-and-othen—abligations-—held—Ffor-the-Systen-Open
HMarxet—Aecount-wilti-be-allesated-among-the-several-Federal-Teserve
banks-and-ithe-Commitiee--will-adiust-sueh-atlocations—from-bine—to-time
to-moot-the-chonging-needs—olf-respeasive-Fedaral-Reserve-banksy——-Sueh
allseation-will-be-made-with-{tne-view-of-equalising-as-far-as-praeti-
eable-the-pet-earning-pesition-ef-each-Federal-Reserve-bank-subljeet-to
the-mainbonenge-af-a-guiiebie-reserve-nosition, THE COMMITTEE FROM
TIME TO TIME SHALL DETSRMINE THE PRINCIPLES WHICH SHALL GOVERN THE
ATLOCATION AMONG THE SEVIRAL FEDZHAL RESERVE BANKS OF GOVERNMENT SECUR-
ITIES AND OTHER OBLIGATIONS HMLD IN THE SYSTEM OPEN MARKET ACCOUNT,

WITH A VISW TO M<ETING THE CHANGING WZEDS OF THE FEDSRAL RESERVE BANKS.

SECTION 5. EXECUTIVE COMMITTEE
(a) Orzsnization, - The Committee, at its firet meeting

after March 1 in each calendar year, shall select from its own members
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an executive comuittee ceonsisting of five menmbers.
{b) Functicag. - It shall be the duty of the Executive
Committee:
l. To direct the execution of purchases and sales

of Government securitiec and other obiisstions in the open

rerket in accordesnce witil the open-market oolicies adcoted
by the Federal Opzn Market Committee;

2. T0 ALLOCATE THE GOVERNMENT SECURITIES ANU OTHER
CBLIGATIONS HELD Ii THE SYSTEN OPEN MARK-T ACCOUNT AONG THE

LCCUEDANCE WITH THE PRINCIFLIS

SEVERAL FEDERAL REGERVE RBANKS

DETFRMINED 8Y THE COMITTEE,

-2-5. To ksop the mewbirs of the lFederazl Open Market

Committec informed erecuted by the Com-
mittee and of all allocations and reailocations of Government
cecuritics and other obligations held for participating banks;
and

«d~d, To perform such other funchions und duties in

connection with omen-marset ogeravicns as msy be assigned to
it from time to time by the Feaeral Open Market Committees
but the exscutive commitice zhall have no authority te deter-

mine policies or make decisions upon questicons of policy.

SECTION €. COHNDUCT OF OPEN WARK®Y OPTRLATIONS
Bach Federzl Rescrve bank shall enga e in open-market

operations under secidcn 14 of the Federal Resorve Act only in
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accordance with this regulation ana the directions izsued by the Com-
mittee from time to time, and no Federasl Reserve bank shall decline
to engage in open-market operations as directed by the Committes.
Ordinarityy-in-the-sonduet-of-epen-market-cperations for
the-Bystém-Open-Markei-Leeoundy $The purchuse or sale of oblications
FOR Tii SYSTEM OPEN WARKET ACCOUNT SHALL BE EXECUTED will-be—made
terouzh-the BY A Federal Reserve-B~ bank SELECTED BY THE COMMITTEE
ef-New-Yerk, In-the-cendusi-ef-open-merkei-overstions e Wach Federal
Regerve bank,lwhen directed by the Committee, wiil SHALL make available
to the Federzl Reserve B-~bank SELICTED BY THE COUMITTEE ef-New-York,
such funds as may be necessary to conduct and effectuszte such open-
market operations and each Federal Heserve bank throuzh the Federal
Reserve & bank, SO SELECTED SHALL, ef-New-York-will be credited with
its participation in the purchase of obligations or with the proceeds

of any sale thereof.

SECTION 7. PURCHASES AND SALES OF GOVERNMENT SECURITIES
No Federal Heserve bank shall purchase or sell Government
securitics except in accordsnce with an open-market policy adopted
by the Federzl Open Msriet Committee and in effect at the time; and
any Government securities now helc by an individusl Federal Reserve
bank for its ovn accounl shall be deiivered into the System Open

Market Account,
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SECTICN &. OTHER CPEN MARKET OPKEATIONE
Subject te directions of the Committee AND THE FOLLOWING
CONDITIONS, each Federal Reserve bank may engage in open-nmarket
operations other then the purchase or sale of Govermment securitlessy
Guh}eé%—%;—%her§e}}ewingreﬁnéi%ieﬂe:
(1) &1l such transactions shall be reported daily
to the Secretary of the Committee on the day they take place.
(2) Only acceptances and bills of exchange which
are of the kinds made elipible for purchsse uncer the pro-
vigione of Regulation B of the Bourd of Governors of the
Federal Roserve System msy be purchased anc the rates of
interest or discount shall be in accordance with schedules
sporoved or prescribed by the Board of Governors of the Fed-

eral Heserve System: Provided, further, That no obliza-

tisng payable in forcign curreacy shail be surchased cxcept
in sccordance with dirsctions of the Committec.

(3) Onlr vills, notes, revenus bonas and warranis
of States, counties, districts, politicai subdivisions or
municipelitics which are of the kincs made @ligivle for
purchase under the provisions of hezulatien B of the Board

of Governors of the Federal Reserve System mey be purchased.

(4) Mo Fe

~al Reserve bank snall engage in the
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purchase or sale of cable transfers for its own account ex-
cept in accordance with the &irections of the Committee;
Provided, That Federal Heserve banks may purchuse and sell
cable iransfers through the Habans agency in sccordance with
the resoluticns or regulations of the Board of Governors of
the Federal Reserve System governing the operations of such

agency.




