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7–070
SECTION 214.1—Scope of Part

Pursuant to the authority conferred upon it by
section 14 of the Federal Reserve Act, as
amended (40 Stat. 235, 48 Stat. 181; 12 USC
358, 348a), and by other provisions of law,
the Board of Governors of the Federal Re-
serve System prescribes the following regula-
tions governing relationships and transactions
between Federal Reserve Banks and foreign
banks or bankers or groups of foreign banks
or bankers or a foreign state as defined in
section 25(b) [now 25B] of the Federal Re-
serve Act. (55 Stat. 131; 12 USC 632).

7–071
SECTION 214.2—Information to Be
Furnished to the Board

In order that the Board of Governors of the
Federal Reserve System may perform its
statutory duty of exercising special supervi-
sion over all relationships and transactions of
any kind entered into by any Federal Reserve
Bank with any foreign bank or banker or with
any group of foreign banks or bankers or with
any foreign state, each Federal Reserve Bank
shall promptly submit to the Board of Gover-
nors of the Federal Reserve System in writing
full information concerning all existing rela-
tionships and transactions of any kind hereto-
fore entered into by such Federal Reserve
Bank with any foreign bank or banker or with
any group of foreign banks or bankers or with

any foreign state and copies of all written
agreements between it and any foreign bank
or banker or any group of foreign banks or
bankers or any foreign state which are now in
force, unless copies have heretofore been fur-
nished to the Board. Each Federal Reserve
Bank shall also keep the Board of Governors
of the Federal Reserve System promptly and
fully advised of all transactions with any for-
eign bank or banker or with any group of
foreign banks or bankers or with any foreign
state, except transactions of a routine charac-
ter.

7–072
SECTION 214.3—Conferences and
Negotiations with Foreign Banks,
Bankers, or States

(a) Without first obtaining the permission of
the Board of Governors of the Federal Re-
serve System, no officer or other representa-
tive of any Federal Reserve Bank shall con-
duct negotiations of any kind with the officers
or representatives of any foreign bank or
banker or any group of foreign banks or bank-
ers or any foreign state, except communica-
tions in the ordinary course of business in
connection with transactions pursuant to
agreements previously approved by the Board
of Governors of the Federal Reserve System.
Any request for the Board’s permission to
conduct any such negotiations shall be submit-
ted in writing and shall include a full state-
ment of the occasion and objects of the pro-
posed negotiations.

7–073
(b) The Board of Governors of the Federal
Reserve System reserves the right, in its dis-
cretion, to be represented by such representa-
tives as it may designate in any negotiations
between any officer or other representative of
any Federal Reserve Bank and any officers or
representatives of any foreign bank or banker
or any group of foreign banks or bankers or
any foreign state; and the Board shall be
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given reasonable notice in advance of the time
and place of any such negotiations; and may
itself designate the time and place of any such
negotiations.

(c) A full report of all such conferences or
negotiations and all understandings or agree-
ments arrived at or transactions agreed upon
and all other material facts appertaining to
such conferences or negotiations shall be filed
with the Board of Governors of the Federal
Reserve System in writing by a duty autho-
rized officer of each Federal Reserve Bank
which shall have participated in such confer-
ences or negotiations, including copies of all
correspondence appertaining thereto.

7–074
SECTION 214.4—Agreements with
Foreign Banks, Bankers, or States, and
Participation in Foreign Accounts

(a) No Federal Reserve Bank shall enter into
any agreement, contract, or understanding
with any foreign bank or banker or with any
group of foreign banks or bankers or with any
foreign state without first obtaining the per-
mission of the Board of Governors of the
Federal Reserve System.

(b) When any Federal Reserve Bank, with the
approval of the Board of Governors of the
Federal Reserve System, has opened an ac-
count for any foreign bank or banker or group
of foreign banks or bankers or for any foreign
state, or has entered into any agreement, con-
tract, or understanding with reference to open-
ing or maintaining such an account, or with
reference to any other matter or matters, any
other Federal Reserve Bank may participate in
such account, or in such agreement, contract,
or understanding, and in operations and trans-
actions performed therein or pursuant thereto,
with the approval of the Board of Governors
of the Federal Reserve System.

7–075
SECTION 214.5—Accounts with Foreign
Banks

(a) Any Federal Reserve Bank, with the con-
sent of the Board, may open and maintain

accounts payable in foreign currencies with
such foreign banks as may be designated by
the Board.

(b) Notwithstanding other provisions of this
part,* any officer or other representative of a
Federal Reserve Bank which maintains an ac-
count with a foreign bank may conduct such
negotiations and enter into such agreements,
contracts, or understandings with such foreign
bank as may be authorized or directed by the
Federal Open Market Committee in order to
effectuate the conduct of open market transac-
tions of the Federal Reserve Banks incident to
the opening, maintenance, operation, increase,
reduction, or discontinuance of such account;
and, in any such case, such negotiations,
agreements, contracts, or understandings shall
be subject to such authorizations, directions,
regulations, and limitations as may be pre-
scribed by, or pursuant to authority of, the
Federal Open Market Committee.

7–076
(c) Any Federal Reserve Bank may, when au-
thorized or directed so to do by, or under the
authority of, the Federal Open Market Com-
mittee, carry on or conduct, through any other
Federal Reserve Bank which maintains an ac-
count with a foreign bank, any open market
transactions authorized by section 14 of the
Federal Reserve Act. Transactions authorized
by section 14 which are not open market
transactions may be carried on or conducted
through such other Federal Reserve Bank only
with the approval of the Board.

(d) Notwithstanding other provisions of this
part, reports with respect to any accounts
opened and maintained, and negotiations,
agreements, contracts, and understandings en-
tered into, pursuant to this section shall be
made to the Board at least quarterly, and more
frequently if so requested by the Board, by a
duly authorized officer of the Federal Reserve
Bank involved.

* The words ‘‘this part,’’ as used herein, mean Regulation
N (Code of Federal Regulations, title 12, chapter II, part
214).

Regulation N § 214.5 7–076
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7–077
SECTION 214.6—Amendments

The Board of Governors of the Federal Re-
serve System reserves the right, in its discre-
tion, to alter, amend, or repeal these regula-
tions and to prescribe such additional
regulations, conditions, and limitations as it

may deem desirable, respecting relationships
and transactions of any kind entered into by
any Federal Reserve Bank with any foreign
bank or banker or with any group of foreign
banks or bankers or with any foreign state.

7–077 Regulation N § 214.6
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Statutory Authority for Regulation N

7–078

FEDERAL RESERVE ACT

SECTION 11—Powers of Board of
Governors of the Federal Reserve
System

The Board of Governors of the Federal Re-
serve System shall be authorized and empow-
ered:

* * * * *

(j) To exercise general supervision over said
Federal reserve banks.

* * * * *

[12 USC 248(j).]

7–078.1
SECTION 12A—Federal Open Market
Committee

Creation, Members, and Meetings

(a) There is hereby created a Federal Open
Market Committee (hereinafter referred to as
the ‘‘Committee’’), which shall consist of the
members of the Board of Governors of the
Federal Reserve System and five representa-
tives of the Federal Reserve banks to be se-
lected as hereinafter provided. Such represen-
tatives shall be presidents or first vice
presidents of Federal Reserve banks and, be-
ginning with the election for the term com-
mencing March 1, 1943, shall be elected an-
nually as follows: One by the board of
directors of the Federal Reserve Bank of New
York, one by the boards of directors of the
Federal Reserve Banks of Boston, Philadel-
phia, and Richmond, one by the boards of
directors of the Federal Reserve Banks of
Cleveland and Chicago, one by the boards of
directors of the Federal Reserve Banks of At-
lanta, Dallas, and St. Louis, and one by the
boards of directors of the Federal Reserve
Banks of Minneapolis, Kansas City, and San
Francisco. In such elections each board of di-

rectors shall have one vote; and the details of
such elections may be governed by regulations
prescribed by the committee, which may be
amended from time to time. An alternate to
serve in the absence of each such representa-
tive shall likewise be a president or first vice
president of the Federal Reserve bank and
shall be elected annually in the same manner.
The meetings of said committee shall be held
at Washington, District of Columbia, at least
four times each year upon the call of the
chairman of the Board of Governors of the
Federal Reserve System or at the request of
any three members of the Committee.

[12 USC 263. As added by act of June 16, 1933 (48 Stat.
168); completely revised by act of Aug. 23, 1935 (49 Stat.
705); and further amended by act of July 7, 1942 (56 Stat.
647).]

7–078.2
Participation of Reserve Banks; Regulations
of Committee

(b) No Federal Reserve bank shall engage or
decline to engage in open-market operations
under section 14 of this Act except in accor-
dance with the direction of and regulations
adopted by the Committee. The Committee
shall consider, adopt, and transmit to the sev-
eral Federal Reserve banks, regulations relat-
ing to the open-market transactions of such
banks.

[12 USC 263. As added by act of June 16, 1933 (48 Stat.
168); and amended by act of Aug. 23, 1935 (49 Stat. 706).]

7–078.3
Governing Principles

(c) The time, character, and volume of all
purchases and sales of paper described in sec-
tion 14 of this Act as eligible for open-market
operations shall be governed with a view to
accommodating commerce and business and
with regard to their bearing upon the general
credit situation of the country.

[12 USC 263. As added by act of June 16, 1933 (48 Stat.
168); and reenacted without change by act of Aug. 23,
1935 (49 Stat. 706).]
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7–079
SECTION 14—Open Market Operations

* * * * *

(e) To establish accounts with other Federal
reserve banks for exchange purposes and, with
the consent or upon the order and direction of
the Board of Governors of the Federal Re-
serve System and under regulations to be pre-
scribed by said board, to open and maintain
accounts in foreign countries, appoint corre-
spondents, and establish agencies in such
countries wheresoever it may be deemed best
for the purpose of purchasing, selling, and
collecting bills of exchange, and to buy and
sell, with or without its indorsement, through
such correspondents or agencies, bills of ex-
change (or acceptances) arising out of actual
commercial transactions which have not more
than ninety days to run, exclusive of days of
grace, and which bear the signature of two or
more responsible parties, and, with the con-
sent of the Board of Governors of the Federal
Reserve System, to open and maintain bank-
ing accounts for such foreign correspondents
or agencies, or for foreign banks or bankers,
or for foreign states as defined in section
25(b) of this Act. Whenever any such account
has been opened or agency or correspondent
has been appointed by a Federal reserve bank,
with the consent of or under the order and
direction of the Board of Governors of the
Federal Reserve System, any other Federal re-
serve bank may, with the consent and ap-
proval of the Board of Governors of the Fed-
eral Reserve System, be permitted to carry on
or conduct, through the Federal reserve bank
opening such account or appointing such
agency or correspondent, any transaction au-

thorized by this section under rules and regu-
lations to be prescribed by the board.

[12 USC 358. As amended by acts of Sept. 7, 1916 (39
Stat. 754); June 21, 1917 (40 Stat. 235); April 7, 1941 (55
Stat. 131).]

7–079.1
(g) The Board of Governors of the Federal
Reserve System shall exercise special supervi-
sion over all relationships and transactions of
any kind entered into by any Federal reserve
bank with any foreign bank or banker, or with
any group of foreign banks or bankers, and all
such relationships and transactions shall be
subject to such regulations, conditions, and
limitations as the Board may prescribe. No
officer or other representative of any Federal
reserve bank shall conduct negotiations of any
kind with the officers or representatives of
any foreign bank or banker without first ob-
taining the permission of the Board of Gover-
nors of the Federal Reserve System. The
Board of Governors of the Federal Reserve
System shall have the right, in its discretion,
to be represented in any conference or nego-
tiations by such representative or representa-
tives as the Board may designate. A full report
of all conferences or negotiations, and all un-
derstandings or agreements arrived at or trans-
actions agreed upon, and all other material
facts appertaining to such conferences or ne-
gotiations, shall be filed with the Board of
Governors of the Federal Reserve System in
writing by a duly authorized officer of each
Federal reserve bank which shall have partici-
pated in such conferences or negotiations.

* * * * *

[12 USC 348a.]

7–079 Regulation N (Statutory Authority)
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