
Outright purchases or sales of Treasury securities were used historically as a tool to manage the supply of bank reserves to
maintain conditions consistent with the federal funds target rate set by the FOMC.

During the period from late 2008 through late 2014, the FOMC provided further monetary policy easing by authorizing three
rounds of large-scale asset purchase programs–often referred to as quantitative easing–and a maturity extension program, which
lengthened the maturity profile of the Federal Reserve’s holdings of Treasury securities. The FOMC directed the New York Fed’s
Open Market Trading Desk (the Desk) to purchase longer-term securities, with the goal of putting downward pressure on longer-
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term interest rates, supporting mortgage markets, and making broader financial market conditions more accommodative. The
longer-term securities purchased during these programs included: U.S. Treasury securities; mortgage-backed securities backed by
Fannie Mae, Freddie Mac, and Ginnie Mae (agency MBS); and direct obligations of housing-related government sponsored
enterprises (GSEs) Fannie Mae, Freddie Mac, and the Federal Home Loan Banks (agency debt).

In addition, from 2010 through September 2017, the FOMC directed the Desk to reinvest principal payments received on
securities held in the System Open Market Account, keeping holdings of longer-term securities at sizable levels, which helped
maintain accommodative financial conditions during and after the financial crisis.

From November 2008 to March 2010, the first round of large-scale asset purchases included purchases of $175 billion in agency
debt, $1.25 trillion in agency MBS, and $300 billion in longer-term Treasury securities. Following completion of the program, the
Federal Reserve rolled over maturing Treasury securities (consistent with historical practice) and, starting in August 2010,
maintained the then-current total level of securities by also reinvesting principal payments from agency debt and agency MBS
(initially, in longer-term Treasury securities).

From November 2010 to June 2011, the second round of large-scale asset purchases included $600 billion in longer-term Treasury
securities. Principal payments received from holdings of all domestic securities continue to be reinvested in Treasury securities.

From September 2011 through 2012, the Maturity Extension Program, commonly known as Operation Twist, included purchases
of $667 billion in Treasury securities with remaining maturities of 6 years to 30 years, offset by sales of $634 billion in Treasury
securities with remaining maturities of 3 years or less and $33 billion of Treasury security redemptions. It also included
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reinvesting principal payments from agency debt and agency MBS in agency MBS.

At the commencement of the Maturity Extension Program, the Federal Reserve also shifted its reinvestment policy to
reinvestment principal payments from holdings of agency debt and agency MBS in agency MBS rather than Treasury securities.

From September 2012 through 2013, the third round of large-scale asset purchases included monthly purchases of $40 billion in
agency MBS, dropping to monthly purchases of $35 billion in January 2014 and decreasing by $5 billion after each FOMC meeting
until October 2014. Starting in January 2013, it also included monthly purchases of $45 billion in longer-term Treasury securities,
dropping to monthly purchases of $40 billion in January 2014 and decreasing by $5 billion after each FOMC meeting until
October 2014. In total, the Federal Reserve purchased $790 billion in Treasury securities and $823 billion in agency MBS in the
third purchase program.

The Federal Reserve resumed Treasury rollovers at the start of the third large-scale asset purchase program, and maintained its
existing Treasury and agency debt and agency MBS reinvestment practices throughout and following the conclusion of the
program.

Starting in October 2017, the FOMC began to reduce its securities holdings to normalize the size of its balance sheet by decreasing
reinvestments of principal payments from the Federal Reserve’s securities holdings.
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