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Apr i l 7 , 1923. 

SUBJECT* P o l i c y Governing Open Market Purchases by Federa l Reserve 
Banks and the Adminis t ra t ion t h e r e o f . 

Dear S i r : 

This i s to advise you formal ly of the a c t i o n of the Federal Re-
serve Board taken a t i t s meeting of March 22nd, with r e s p e c t to open 
market purchases "by Federal Reserve Banks, and which was d iscussed a t the 
r ecen t conference between the Federal Reserve Board and the Governors of 
the Federal Reserve Banks» 

The Board has adopted the fo l lowing p r i n c i p l e s wi th r e spec t t o 
open market investment opera t ions of the Federal Reserve Banks: 

(1) That the t ime, manner, cha rac t e r and volume of open market 
investments purchased by Federal Reserve Banks be governed wi th primary 
regard to the accommodation of commerce and b u s i n e s s , and to the e f f e c t of 
such purchases or s a l e s on the general c r e d i t s i t u a t i o n * 

(2) That in making the s e l e c t i o n of open market purchases , 
c a r e f u l regard be always given to the bearing of purchases of United S t a t e s 
Government s e c u r i t i e s , e s p e c i a l l y the sho r t -da t ed i s s u e s , upon the market 
f o r such s e c u r i t i e s , and t h a t open market purchases be p r i m a r i l y commercial 
investments , except tha t Treasury c e r t i f i c a t e s be d e a l t in* as a t p r e s e n t , 
under s o - c a l l e d "Repurchase" agreement* 

I n order t o provide f o r the proper admin i s t r a t i on of the p o l i c y 
def ined above, t he Board r u l e s t h a t on and a f t e r Apr i l 1 , 1923, the p r e s e n t 
Committee of Governors on Cent ra l ized Execution of Purchases and Sales of 
Governmsnt s e c u r i t i e s be d i s con t inued , and be superseded by a new committee 
known as the Open. Market Investment Committee f o r the Federal Reserve System,. 
sa id committee to c o n s i s t of f i v e r e p r e s e n t a t i v e s from the Federal Reserve 
Banks and to be under the genera l superv i s ion of the Federal Reserve Board; 
and tha t i t be the duty of t h i s committee to devise and recommend p lans f o r 
the pu rchase , s a l e and d i s t r i b u t i o n of the open market purchases of t he 
Federal Reserve Banks i n accordance with t he above p r i n c i p l e s and such r egu -
l a t i o n s as may from time to t i ne be l a i d down by the Federa l Reserve Board, 
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In accordance with the informal agreement made a t the time of 
the l a s t Governors' Conference, the membership of the Open Market I n -
vestment Committee fo r the Federal Reserve System, w i l l be i d e n t i c a l 
wi th the membership of the old Committee, as fo l lows : 

Federa l Reserve Bank of Boston 
Federa l Reserve Bank of New York 
Federa l Reserve Bank of Ph i l ade lph ia 
Federal Rs serve Bank of Cleveland 
Federal Reserve Bank of Chicago 

By order of the Federal Reserve Board. 

Wm. W. Hoxton, 
S e c r e t a r y . 

To Governors of Federal Reserve Banks. 
Copies to Agents . 
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