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Procedure with Respect to Foreign 
Relationships of Federal Roserve Banks. 

The Board of Governors has a wide range of responsibility for 
monetary developments in this country in addition to its duty to 
exercise special supervision over foreign relationships of Federal 
reserve banks. To meet its responsibilities it must of necessity, 
among other things, have complete and current information as early 
as available with respect to all foreign relationships of Federal 
reserve banks which may eventuate in some action. Such action may 
take the form of establishing an account at a Reserve bank or the 
appointment of a correspondent or the establishment of an agency 
in a foreign country by a Federal reserve bank; of handling a fund 
for a foreign correspondent; of a loan on gold, or of an agreement 
to purchase bills in foreign countries; or of other transactions 
that need not be enumerated. 

Thus, the Board's duti.es involve broader questions than mere 
technical compliance with particular provisions of law. Super-
vision try the Board of the foreign relationships of the Federal re-
serve banks involves close cooperation Toy the banks with the. Board 
with constant recognition of the responsibilities of the Board. 
The question in each case should not be decided upon narrov; grounds 
such as, for example, whether a certain act does or does not amount 
to a negotiation and consequently requires prior permission of the 
Board, but rather whether knowledge of all the facts and circum-
stances with respect to the particular act or correspondence would 
be helpful to the Board in the discharge of its responsibilities. 
Full understanding and cooperation between the Board and the banks 
upon the basis of this broad principle is essential in the public 
interest. 

Fiscal agency operations. 

The Board's relation to the operations of the Federal reserve 
banks as fiscal agents of the United States can best be worked out 
between the Board and the Treasury on the basis of friendly coopera-
tion, and, therefore, procedure as to such operations is not dealt 
with in this memorandum. 

Specific situations. 

With the broad principle stated in the introduction to this 
memorandum as a guide, careful consideration has been given to the 
question of working out a proper and satisfactory procedure in 
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connection with the establishment and maintenance of foreign rela-
tionships fcgr Federal reserve banks with a view to enabling the Board 
to meet its responsibilities fully end at the same time interfere 
as little as possible with the normal operations of Federal reserve 
banks. Accordingly, the following course of procedure has been 
adopted. 

1. Foreign visitors 

The difficulty in attempting always to anticipate the nature 
of a forthcoming discussion or conference with a visitor from a 
foreign country is understood. It is recognized that a discussion 
or conference which had been expected to be wholly general in its 
nature may turn into one contemplating eventual action of some sort, 
and that awkwardness may result if officers of Federal reserve 
banks in the midst of a discussion find that they must obtain per-
mission of the Board before proceeding further. This difficulty 
should be avoided if foreign banks and bankers have a clear under-
standing of the relationships between, and the responsibilities of, 
the Federal reserve banks end the Board of Governors. 

Before arranging a conference which may involve an agreement, 
understanding or negotiations with a person who may represent a 
foreign bank, banker or Government permission should be obtained 
from the Board? and as soon as a Federal reserve bank learns that 
such a person is planning to visit the bank it should notify the 
Board and give it as much information as it can obtain as to the 
occasion and purposes of the visit. Unless it is known that the 
visitor has been informed as to the rslations of the Federal re-
serve banks and the Board the Federal reserve bank should advise 
him as soon as practicable after learning of his proposed visit. 

If a visit from such a person may involve discussions leading 
to an agreement or commitment with respect to a particular transac-
tion on the part of a Federal reserve bank, or if in its progress 
it so develops, permission of the Board should be obtained before 
proceeding further to conduct such negotiations, unless such negotia-
tions are covered by permission previously granted. 

As soon as possible such Federal reserve bank should file a 
full report in writing, in accordance with the general principle 
outlined above. 

2. Negotiations and transactions for which Board grants 
blanket permission. 

The Board grants blanket permission to Federal reserve banks 
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(subject to all the conditions set out in this memorandum) as fol-
lows: 

a. To establish and open "one accounts for for-
eign central banks (that is to say, accounts involving de-
posits with a Federal reserve bank but not involving the 
establishment or maintenance of any deposits for a Federal 
reserve bank), but not to extend any credit or enter into 
any other transaction for which specific permission would 
be necessary, without first obtaining such permission, pro-
vided: 

(1) That such account is subject to termination 
at the request of the Boardj 

(2) That the agreement be in accordance with a 
standardized form, such as some particular agreement 
approved by the Boardj 

(5) That, if there be any question as to whether 
the foreign bank is in fact a foreign central bank, 
the Federal reserve bank in question will confer with 
the Board upon such subject before proceeding furtherj 

(4) That copies of all correspondence contem-
plating of relating to the establishment and mainten-
ance of such accounts be currently and promptly for-
warded to the Board, it being understood, however, 
that correspondence relating to routine transactions 
in an account aft:#r it has been established need not 
be sent to the Board. 

b. Subject to the applicable conditions set forth in 
paragraph "a", to purchase or sell gold directly from or to 
a foreign bank or banker. 

c. Subject to the applicable conditions set forth in 
paragraph "a", to earmark gold or silver, title to which is 
already held by a foreign bank or banker, for the account of 
such bank or banker. 

3. Negotiations and transactions for which Federal reserve 
banks are required to obtain prior specific permission 
from the Board. 

With respect to the following classes of transactions, except 
as otherwise authorized, no commitment, direct or contingent, should 
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be made to any foreign bank or banker and no steps should be taken 
which may be expected to lead to a commitment, without first sub-
mitting full information regarding the proposed transaction to the 
Board for its consideration and obtaining its permission, regard-
less of whether other relationships have previously been established 
with the permission or approval of the Board. In this connection, 
a Federal reserve bank should, as quickly as possible after the re-
ceipt of any communication relating to such transactions, furnish 
copies thereof to the Board for its information and obtain permis-
sion from the Board to proceed with the negotiations or to enter 
into the agreement, as the case may be. 

a. The extension of credit in amy form ty a Federal 
reserve bank; 

b. The creation of any deposit by a Federal reserve 
bank in a foreign country and the disposition of such de-
posits; 

c. The purchase or sale by a Federal reserve bank of 
bills from or to a foreign bank or banker, or in a foreign 
countiy; 

d. The purchase by a Federal reserve bank of bills or 
securities in this country for the account of a foreign bank 
or banker with an agreement by the reserve bank to repur-
chase or K I T H a guarantee, indorsement or other liability 
of such Federal reserve bank; 

e. The earmarking of gold in a foreign country for a 
Federal reserve bank. 

4. Other situations. 

With respect to any matter not covered in the grant of blanket 
authority or if there be any doubt as to whether such matter is cov-
ered in such grant of blanket authority, the procedure applicable 
to transactions referred to in paragraph 3 should be followed. 
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