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with Customer Accounts are also subject to the authori-
zation or approval of other entities, including the Board
of Governors of the Federal Reserve System and, when
involving accounts maintained at a Federal Reserve
Bank as fiscal agent of the United States, the United
States Department of the Treasury.
5. The Committee authorizes the Chairman of the
Committee, in fostering the Committee’s objectives dur-
ing any period between meetings of the Committee, to
instruct the Selected Bank to act on behalf of the Com-
mittee to:
A.  Adjust somewhat in exceptional circumstances
the stance of monetary policy and to take actions that
may result in material changes in the composition and
size of the assets in the SOMA; or
B. Undertake transactions with respect to Eligible
Securities in order to appropriately address temporary
disruptions of an operational or highly unusual nature
in U.S. dollar funding markets.
Any such adjustment described in subparagraph A of
this paragraph 5 shall be made in the context of the
Committee’s discussion and decision about the stance of
policy at its most recent meeting and the Committee’s
long-run objectives to foster maximum employment and
price stability, and shall be based on economic, financial,
and monetary developments since the most recent meet-
ing of the Committee. The Chairman, whenever feasi-
ble, will consult with the Committee before making any
instruction under this paragraph 5.

The Committee voted to amend the Authorization for
Foreign Currency Operations and the Procedural In-
structions with Respect to Foreign Currency Opera-
tions, and to reaffirm the Foreign Currency Directive in
the form shown below. The approval of these docu-
ments included approval of the System’s warehousing
agreement with the U.S. Treasury. A change was made
to the Authorization for Foreign Currency Operations
to increase the duration limit of the foreign currency
portfolio to 24 months from 18 months. This change
was made to provide greater flexibility in the manage-
ment of the foreign currency portfolio, in an environ-
ment in which interest rates are low in many major econ-
omies. Mr. Lacker dissented in the votes on the Author-
ization for Foreign Currency Operations and the For-
eign Currency Directive to indicate his opposition to for-
cign currency intervention by the Federal Reserve. In
his view, such intervention would be ineffective if it did
not also signal a shift in domestic monetary policy; and
if it did signal such a shift, it could potentially compro-
mise the Federal Reserve’s monetary policy independ-
ence.

AUTHORIZATION FOR FOREIGN CURRENCY
OPERATIONS
(As amended effective January 27, 2015)

1. The Federal Open Market Committee (the “Com-
mittee”) authorizes and directs the Federal Reserve Bank
selected by the Committee to execute open market trans-
actions (the “Selected Bank”), for the System Open Mar-
ket Account, to the extent necessary to carty out the
Committee’s foreign currency directive and express au-
thorizations by the Committee pursuant thereto, and in
conformity with such procedural instructions as the
Committee may issue from time to time:
A.  To purchase and sell the following foreign cur-
rencies in the form of cable transfers through spot or
forward transactions on the open market at home and
abroad, including transactions with the U.S. Treasury,
with the U.S. Exchange Stabilization Fund established
by section 10 of the Gold Reserve Act of 1934, with
foreign monetary authorities, with the Bank for Inter-
national Settlements, and with other international fi-
nancial institutions:

Australian dollars
Brazilian reais
Canadian dollars
Danish kroner
euro

Japanese yen
Korean won
Mexican pesos
New Zealand dollars
Norwegian kroner
Pounds sterling
Singapore dollars
Swedish kronor
Swiss francs

B.  To hold balances of, and to have outstanding for-
ward contracts to receive or to deliver, the foreign cur-
rencies listed in paragraph A above.

C. To draw foreign currencies and to permit foreign
banks to draw dollars under the arrangements listed in
paragraph 2 below, in accordance with the Procedural
Instructions with Respect to Foreign Currency Oper-
ations.

D. To maintain an overall open position in all for-
eign currencies not exceeding $25.0 billion. For this
purpose, the overall open position in all foreign cur-
rencies is defined as the sum (disregarding signs) of net
positions in individual currencies, excluding changes
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in dollar value due to foreign exchange rate move-
ments and interest accruals. The net position in a sin-
gle foreign currency is defined as holdings of balances
in that currency, plus outstanding contracts for future
receipt, minus outstanding contracts for future deliv-
ery of that currency, i.e., as the sum of these elements
with due regard to sign.
2. The Committee directs the Selected Bank to main-
tain for the System Open Market Account (subject to the
requirements of section 214.5 of Regulation N, Rela-
tions with Foreign Banks and Bankers):
A.  Reciprocal currency arrangements with the fol-
lowing foreign banks:

Foreign bank Amount of arrangement
(millions of dollars equivalent)

Bank of Canada 2,000

Bank of Mexico 3,000

B. Standing dollar liquidity swap arrangements with
the following foreign banks:

Bank of Canada

Bank of England

Bank of Japan
European Central Bank
Swiss National Bank

C. Standing foreign currency liquidity swap arrange-
ments with the following foreign banks:

Bank of Canada

Bank of England

Bank of Japan
European Central Bank
Swiss National Bank

Dollar and foreign currency liquidity swap arrangements
have no pre-set size limits. Any new swap arrangements
shall be referred for review and approval to the Commit-
tee. All swap arrangements are subject to annual review
and approval by the Committee.

3. All transactions in foreign currencies undertaken
under paragraph 1.A above shall, unless otherwise ex-
pressly authorized by the Committee, be at prevailing
market rates. For the purpose of providing an invest-
ment return on System holdings of foreign currencies or
for the purpose of adjusting interest rates paid or re-
ceived in connection with swap drawings, transactions
with foreign central banks may be undertaken at non-
market exchange rates.

4. It shall be the normal practice to arrange with for-
eign central banks for the coordination of foreign cur-
rency transactions. In making operating arrangements
with foreign central banks on System holdings of foreign
currencies, the Selected Bank shall not commit itself to
maintain any specific balance, unless authorized by the
Committee. Any agreements or understandings con-
cerning the administration of the accounts maintained
by the Selected Bank with the foreign banks designated
by the Board of Governors under section 214.5 of Reg-
ulation N shall be referred for review and approval to
the Committee.
5. Foreign currency holdings shall be invested to en-
sure that adequate liquidity is maintained to meet antici-
pated needs and so that each currency portfolio shall
generally have an average duration of no more than 24
months (calculated as Macaulay duration). Such invest-
ments may include buying or selling outright obligations
of, or fully guaranteed as to principal and interest by, a
foreign government or agency thereof; buying such se-
curities under agreements for repurchase of such secuti-
ties; selling such securities under agreements for the re-
sale of such securities; and holding various time and
other deposit accounts at foreign institutions. In addi-
tion, when appropriate in connection with arrangements
to provide investment facilities for foreign currency
holdings, U.S. government securities may be purchased
from foreign central banks under agreements for reput-
chase of such securities within 30 calendar days.
6.  All operations undertaken pursuant to the preced-
ing paragraphs shall be reported promptly to the Foreign
Currency Subcommittee (the “Subcommittee”) and the
Committee. The Subcommittee consists of the Chair-
man and Vice Chairman of the Committee, the Vice
Chairman of the Board of Governors, and such other
member of the Board as the Chairman may designate (or
in the absence of members of the Board serving on the
Subcommittee, other Board members designated by the
Chairman as alternates, and in the absence of the Vice
Chairman of the Committee, the Vice Chairman’s altet-
nate). Meetings of the Subcommittee shall be called at
the request of any member, or at the request of the man-
ager, System Open Market Account (“manager”), for the
purposes of reviewing recent or contemplated opera-
tions and of consulting with the manager on other mat-
ters relating to the manager’s responsibilities. At the re-
quest of any member of the Subcommittee, questions
arising from such reviews and consultations shall be re-
ferred for determination to the Committee.
7. The Chairman is authorized:

A. With the approval of the Committee, to enter

into any needed agreement or understanding with the
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Secretary of the Treasury about the division of respon-
sibility for foreign currency operations between the
System and the Treasury;
B. To keep the Secretary of the Treasury fully ad-
vised concerning System foreign currency operations,
and to consult with the Secretary on policy matters re-
lating to foreign currency operations;
C. From time to time, to transmit appropriate re-
ports and information to the National Advisory Coun-
cil on International Monetary and Financial Policies.
8. All Federal Reserve Banks shall participate in the
foreign currency operations for System Account in ac-
cordance with paragraph 3G(1) of the Board of Gover-
nors’ Statement of Procedure with Respect to Foreign
Relationships of Federal Reserve Banks dated January 1,
1944.
9. The Committee authorizes the Selected Bank to
undertake transactions of the type described in para-
graphs 1, 2, and 5, and foreign exchange and investment
transactions that it may be otherwise authorized to
undertake from time to time for the purpose of testing
operational readiness. The aggregate amount of such
transactions shall not exceed $2.5 billion per calendar
year. These transactions shall be conducted with prior
notice to the Committee.

FOREIGN CURRENCY DIRECTIVE
(As reaffirmed effective January 27, 2015)

1. System operations in foreign currencies shall gen-
erally be directed at countering disorderly market condi-
tions, provided that market exchange rates for the U.S.
dollar reflect actions and behavior consistent with IMF
Article IV, Section 1.
2. To achieve this end the System shall:
A.  Undertake spot and forward purchases and sales
of foreign exchange.
B. Maintain reciprocal currency arrangements with
foreign central banks in accordance with the Authori-
zation for Foreign Currency Operations.
C. Maintain standing dollar liquidity swap arrange-
ments with foreign banks in accordance with the Au-
thorization for Foreign Currency Operations.
D. Maintain standing foreign currency liquidity
swap arrangements with foreign banks in accordance
with the Authorization for Foreign Currency Opera-
tions.
E. Cooperate in other respects with central banks of
other countries and with international monetary insti-
tutions.
3. Transactions may also be undertaken:

A. To adjust System balances in light of probable
future needs for currencies.
B. To provide means for meeting System and Treas-
ury commitments in particular currencies, and to facil-
itate operations of the Exchange Stabilization Fund.
C.  For such other purposes as may be expressly au-
thorized by the Committee.
4. System foreign currency operations shall be con-
ducted:
A. In close and continuous consultation and coop-
eration with the United States Treasury;
B. In cooperation, as appropriate, with foreign
monetary authorities; and
C. Ina manner consistent with the obligations of
the United States in the International Monetary Fund
regarding exchange arrangements under IMF Article
IV.

PROCEDURAL INSTRUCTIONS WITH RESPECT
TO FOREIGN CURRENCY OPERATIONS
(As amended effective January 27, 2015)

In conducting operations pursuant to the authoriza-
tion and direction of the Federal Open Market Commit-
tee (the “Committee”) as set forth in the Authorization
tor Foreign Currency Operations and the Foreign Cur-
rency Directive, the Federal Reserve Bank selected by
the Committee to execute open market transactions (the
“Selected Bank”), through the manager, System Open
Market Account (“manager”), shall be guided by the fol-
lowing procedural understandings with respect to con-
sultations and clearances with the Committee, the For-
eign Currency Subcommittee (the “Subcommittee”),
and the Chairman of the Committee, unless otherwise
directed by the Committee. All operations undertaken
pursuant to such clearances shall be reported promptly
to the Committee.

1. For the reciprocal currency arrangements au-

thorized in paragraphs 2.A of the Authorization for

Foreign Currency Operations:

A.  Drawings must be approved by the Subcom-
mittee (or by the Chairman, if the Chairman believes
that consultation with the Subcommittee is not fea-
sible in the time available) if the swap drawing pro-
posed by a foreign bank does not exceed the larger
of (i) $200 million or (i) 15 percent of the size of the
swap arrangement.

B.  Drawings must be approved by the Committee
(or by the Subcommittee, if the Subcommittee be-
lieves that consultation with the full Committee is



