
The original documents are located in Box B98, folder “Swap Arrangements - General, 
1970-75 (4)” of the Arthur F. Burns Papers at the Gerald R. Ford Presidential Library. 

 
Copyright Notice 

The copyright law of the United States (Title 17, United States Code) governs the making of 
photocopies or other reproductions of copyrighted material. Gerald R. Ford donated to the United 
States of America his copyrights in all of his unpublished writings in National Archives collections.  
Works prepared by U.S. Government employees as part of their official duties are in the public 
domain.  The copyrights to materials written by other individuals or organizations are presumed to 
remain with them.   If you think any of the information displayed in the PDF is subject to a valid 
copyright claim, please contact the Gerald R. Ford Presidential Library.  



SWAP ARRANGEME!NTS BETWEEN THE SYSTEM 
AND FOREIGN CENTRAL BANKS 

Mny 9, 1973 

Listed below as of May 9,. _1973, are the swap arrangements 
concluded on behalf of the Feder&l Reserve System with foreign banks. 

Foreign Bank 

Austrian National Bank 

National Bank of Belgium 

Bank of Canada 

National Bank of Denmark 

Bank of England 

Bank of France 

German Federal Bank 

Bank of Italy 

Bank of Japan 

Bank of Mexico 

Netherlands Bank 

Bank of Norway 

Bank of Sweden 

Swiss National Bank 

B. I. S. 

Total 

Amount of 
Agreement 

(mill ions of 
dollars) 

200 

600 

.1,000 

200 

2,000 

1,000 

1,000 

1,250 

1,000 

130 

300 

200 

250 

1,000 

1,000( 600) 
(1,000)_!/ 

11,730 

Maturity of 
latest authorized 

renewal 

December 3, 1973 

December 21, 1973 

December 28, 1973 

December 3, 1973 

December 3, 1973 

December 28, 1973 

December 14, 1973 

December 31, 1973 

December 3, 1973 

December 3, 1973 

December 28, 1973 

December 3, 1973 

December 3, 1973 

December 3, 1973 

December 3, i973 
December 3, 1973 

1/ This reciprocal arrangement provides for swaps of dollars against , 
authorized European currencies other than Swiss francs. 
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STRICTLY CONFIDENtIAfl (FRj 

As cff May 9, 1973, drawings on the above arrangements are 
outstanding irt t.he amounts indicated below: 

Arrangements with 

National Bank of Belgium 

Swiss National Bank 

B.I.S. (Swiss francs) 

Total 

Initiated 
by System 
(millions 
of dollars 
equivalent) 

390 

565 

600 

1,555 

Drawings Outstanding on Swaps 

Initiated 
by foreign bank 

Date since 
facility has 
been in con-
tinuous use 

June 30, 1970 

May 19, 1971 

August 12, 1971 
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STRICTLY C01"FIDENTIAL (FR) 

SWAP ARRANGEMENTS BETHEEN THE SYSTEM 
Al."ID FOREIGN CENTRAL BANKS 

_____ uue- 13., 1973 

Listed below as of Juna il~ 1973-, are the swap arrangements 
concluded on behalf of the Federal Reserve System with foreign banks. 

Amount of 
Agreement Maturity of 

(millions of latest authorized 
Foreign Bank dollars) renewal 

Austrian National Bank 200 December 3, 1973 

National Bank of Belgium 600 December 21, 1973 

Bank of Canada 1,000 December 28, 1973 

National Bank of Denmark 200 December 3, 1973 

Bank of England 2,000 December 3, 1973 

Bank of France 1,000 December 28, 1973 

German Federal Bank 1,000 December 14, 1973 

Bank of Italy 1,250 December 31, 1973 

Bank of Japan 1,000 December 3, 1973 

Bank of Mexico 130 December 3, 1973 

Netherlands Bank 300 December 28, 1973 

Bank of Norway 200 December 3, 1973 

Bank of Sweden 250 December 3, 1973 

Swiss National Bank 1,000 December 3, 1973 

B.I.S. 1,000( 600) December 3, i~73 
(1,000)1/ December 3, 1973 

Total 11,730 

1,/ This reciprocal arrangement provides for swaps of dollars against 
authorized European currencies other than Swiss frar.cs. 



STR1CTL1 CONF!DENTlAL (FR) -2-

As <Yf Juu.e 1~, 1973, drawings on the above arrangements are 
outstanding in the ~mounts indicated below: 

Arrangements with 

National Bank of Belgium 

Swiss National Bank 

B.I.S. (Swiss francs) 

Total 

Initiated 
by System 
(millions 
of dollars 
equivalent) 

390 

565 

600 

1,555 

Drawings Outstanding on Swaps 

Initiated 
by foreign bank 

Date since 
facility has 
been in con-
tinuous use 

June 30, 1970 

May 19, 1971 

August 12, 1971 

-
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S. Call John Reynolds - -that he/can inform 
/ 

Treasury. (l etai~ memo for 

Dr. B 1s files) V • 



BOARD OF" GOVERNORS 
Of" THE 

FEDERAL RESERVE SYSTEM 

Office Correspondence Date June 14, 1973 

T Chairman Burns O, ________________ _ Subject· Status of Negotiation on 

From.LU-,_ __ J_o_h_n_E_._R_e_,yn'--o_l_d_s_;J'-----'--½..,,.fl<-+--,..,(f-- Increasing Swap Lines 

{) 
STRICTLY CONFIDENTIAL - F.R. 

Mr. Bodner telephoned from New York this morning to 

report on the status of the negotiations for increasing Federal 

Reserve swap lines. 

Canada. Bodner had discussions yesterday in Ottawa with 

Bank of Canada officials, and found them generally receptive to the 

idea of an increase in the swap line to $2 billion. They will give 

a more definite answer at Basle this weekend. 

Japan. The Japanese are favorably disposed to an increase 

in the line to $2 billion, providing that similar increases are 

negotiated with France and Germany. 

Germany. An increase in the swap line to $2 billion seems 

to be agreeable to them. 

Other Europeans. MrQ Coombs expects to bring negotiations 

with them to something near a conclusion this weekend at BasleQ 

Generale The aim has been to get agreements in principle, 

without final detailed agreement so that the matter will not have to 

reported to the EEC Connnission where leaks might occur. The whole 

package could then be finalized and announced at a time judged 

propitious from the point of view of market psychology. 

L 

t 



- 2 -

Bodner and some Europeans note that it would be desirable 

to have the revaluation clause agreed, at least with those countries 

on whom we might be likely to draw, at the same time, so that the 

announced increase in swap lines will not be purely cosmetic. 

Query: Do you wish Coombs, or Bodner, or me to inform 

the Treasury of any of the above? Or are you keeping them informed? 

ok 
I \ 
R 



/ 
Proposed Changes in Federal Reserve Swap Network 

Foreign Bank 

Austrian National Bank 
National Bank .of Belgium 
Bank of Canada 
National Bank of Denmark 
Bank of England 
Bank of France 
German Federal Bank 
Bank of Italy 
Bank of Japan 
Bank of Mexico 
Netherlands Bank 
Bank of Norway 
Bank of Sweden 
Swiss National Bank 

: Q<. q 

C it~ ~-
'R •• 

Bank for International Settlements 
Swiss francs/ dollars 
Other European currencies/ dollars 

TOTALS 

,/ 

Increast 

50 
400 

1,000 
50 

1,000 
1,000 

750 
1,000 

50 
200 

50 
50 

400 

250 

6,250 

Total 

250 
1,000 
2, 000· 

250 
2,000 
2,000 
2,000 
2,000 
2,000 

180 
500 
250 
300 

1,400 

600 
1,250 

17,980 



~ . e F E D E R A L e R E S E R V E 
press release . 

For immediate release July 11, 1973 

The Federal Reserve System said today 13 foreign central banks and 

the Bank for International Settlements were involved in the $6.25 billion 

swap network increase announced yesterday. 

The largest increases, of $1 billion each, involved the Bank of 

Canada, Bank of France, German Federal Bank and the Bank of Japan. 

A swap arrangement is a short-term facility under which the 

Federal Reserve and another central bank mutually agree to exchange 

dollars for the currency of the other country up to a maximum amount over 

a limited period of time. 

The increases and the new totals of the swap lines are as follows 

(in millions of dollars): 

Foreign Bank 

Austrian National Bank 
National Bank of Belgium 
Bank of Canada 
National Bank of Denmark 
Bank of England 
Bank of France 
German Federal Bank 
Bank of Italy 
Bank of Japan 
Bank of Mexico 
Netherlands Bank 
Bank of Norway 
Bank of Sweden 
Swiss National Bank 
Bank for International Settlements 

Swiss fran~s/dollars 
Other European currencies/dollars 

TOTALS 

Increase 

50 
400 

1,000 
50 

1,000 
1,000 

750 
1,000 

50 
200 

50 
50 

250 

6,250 

(Note: The foregoing announcement is also being 
the Federal Reserve Bank of New York) 

- 0 -

Total 

250 
1,000 
2,000 

250 
2,000 
2,000 
2,000 
2,000 
2,000 

180 
500 
250 
300 

1,400 

600 
1,250 

17,980 

released by 



STRICTLY CONFIDENTIAL (FR) 

SHAP ARRANGill-1ENTS BETWEEN THE SYSTEM 
AND FOREIGN CENTRAL BANKS 

July 11, 1973 

l,J 

<'> 

Listed below as of July 11, 1973, are the swap arrangements 
concluded on behalf of the Federal Reserve System with foreign banks. 

Amount of 
Agreement Maturity of 

(millions of latest authorized 
Foreign Bank dollars) renewal 

Austrian National Bank 250 December 3, 1973 

National Bank of Belgium 1,000 December 21, 1973 

Bank of Canada 2,000 December 28, 1973 

National Bank of Denmark 250 December 3, 1973 

Bank of England 2,000 December 3, 1973 

Bank of France 2,000 December 28, 1973 

German Federal Bank 2,000 December 14, 1973 

Bank of Italy 2,000 December 31, 1973 

Bank of Japan 2,000 December 3, 1973 

Bank of Mexico 180 December 3, 1973 

Netherlands Bank 500 December 28, 1973 

Bank of Norway 250 December 3, 1973 

Bank of Sweden 300 December 3, 1973 

Swiss National Bank 1,400 December 3, 1973 

B. I. S. 1,250( 600) December 3, 1973 
(1,250)1/ December 3, 1973 

Total 17,980 

1/ This reciprocal arrangement provides for swaps of dollars against 
authorized European currencies other than Swiss francs. 



STRICTLY CONFIDENTL., < (FR) -2-

/[ ' 

As of July 11, 1973, drawtng~ b~ tHe above arrangements ire 
outstanding in the amounts indicated beld~: 

Arrangements with 

National Bank of Belgium 

Swiss National Bank 

B.I.S. {Swiss francs) 

Total 

Initiated 
by System 
{millions 
of dollars 
equivalent) 

390 

565 

600 

1,555 

Drawings Outstanding on Swaps 

Initiated 
by foreign bank 

Date since 
facility has 
been in con-
tinuous use 

June 30, 1970 

May 19, 1971 

August 12, 1971 

l • 
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STRICTLY CONFIDENTIAI; (FR) 

SHAP ARRANGEl1ENtS BETWEEN THE SYSTEM 
AND FOREIGN CENTRAL BANKS 

September . 12·, 1973 

Listed below as of September. 12, 1973, are the 3'-rap ~i'ing'ements 
concluded on behalf of the Federal Reserve System with foreign banks. 

Amount of 
Agreement Maturity of 

(mil lions of latest authorized 
Foreign Bank dollars) renewal 

Austrian National Bank 250 December 3, 1973 

National Bank of Belgium 1,000 December 21, 1973 

Bank of Canada 2,000 December 28, 1973 

National Bank of Denmark 250 December 3, 1973 

Bank of England 2,000 December 3, 1973 

Bank of France 2,000 December 28, 1973 
f I ' . 

German Feder al Bank 2,000 December 14, 1973 

Bank of Italy 2,000 December 31, 1973 

Bank of Japan 2,000 December 3, 1973 

Bank of Mexico 180 December 3, 1973 

Netherlands Bank 500 December 23, 1973 

Bank of Norway 250 December 3, 1973 

Bank of Sweden 300 December 3, 1973 

Swiss National Bank 1,400 December 3, 1973 

B.I.S. 1,850( 600) December 3, 1973 
(1,250)!/ December 3, 1973 

Total 17,980 

!/ This reciprocal arrangement provides for swaps of dollars against 
authorized European currencies other than Swiss francs. 



STRICTLY CONFIDENTIAL (FR) -2-

As of September 12, 1973, drawings on the above arrangements 
are outstanding in the amounts indicated below: 
are outstanding 

Arrangements with 

National Bank of Belgium 

Swiss Nationa_l Bank 

B.I.S. (Swiss francs) 

German Federal Bank 

Initiated 
by System 
(millions 
of dollars 
equivalent) 

362 

565 

600 

5 

1,532 

Drawings Outstanding on Swaps 

Date since 
facility has 

Initiated been in con-
by foreign bank tinuous use 

June 30, 1970 

May 19, 1971 

August 12, 1971 

July 12, 1973 



SWAP ARRANGEMENTS BETWEEN THE SYSTEM 
AND FOREIGN CENTRAt BANKS 

January 16, 1974 

Listed below as of January 16, 1974, are the swap arrangements 
concluded on behalf of the Federal Reserve System with foreign banks. 

Foreign Bank 

Austrian National Bank 

National Bank of Belgium 

Bank of Canada 

National Bank of Denmark 

Bank of England 

Bank of France 

German Federal Bank 

Bank of Italy 

Bank of Japan 

Bank of Mexico 

Netherlands Bank 

Bank of Norway 

Bank of Sweden 

Swiss National Bank 

B.I.S. 

Total 

Amount of 
Agreement 

(millions of 
dollars) 

250 

1,000 

2,000 

250 

2,000 

2,000 

2,000 

2,000 

2,000 

180 

500 

250 

300 

1,400 

1,850 ( 600) 
(1,250)!/ 

17,980 

Maturity of 
latest authorized 

renewal 

December 3, 1974 

December 21, 1973 

December 28, 1973 

December 27, 1974 

December 3, 1974 

December 28, 1973 

December 14, 1973 

December 31, 1973 

December 3, 1974 

December 3, 1974 

December 28, 1973 

December 3, 1974 

December 3, 1974 

December 3, 1974 

December 3, 1974 
December 3, 1974 

!/ This reciprocal arrangement provides for swaps of dollars against 
authorized European currencies other than Swiss francs. 



STRICTLY CONFIDENTIAL (FR) 

As of January 16, 1914, drawirlgs on the above arrangements 
are outstanding in the amounts iridicated below: 

Arrangements with 

National Bank of Belgium 

Swiss National Bank 

B.I.S. (Swiss francs) 

Total 

Initiated 
by System 
(millions 
of dollars 
equivalent) 

262 

532 

600 

1,394 

Drawings dqtstandihg on Swaps 

Initiated 
by foreign bank 

Data since 
facility has 
been in con• 
tinuous use 

June 30, 1970 

May 19, 1971 

August 12, 1971 



"------' 

STRICTLY CONFtl>ENTIAt (FR) 

SWAP ARRANGEMENTS BETWEEN THE SYSTEM 
AND FOREIGN CENTRAL BANKS 

February 13, 1974 

/ 

Listed below as of February 13, 1974, are the swap arrangements 
concluded on behalf of the Federal Reserve System with foreign banks. 

Foreign Bank 

Austrial National Bank 

National Bank of Belgium 

Bank of Canada 

National Bank of Denmark 

Bank of England 

Bank of France 

German Federal Bank 

Bank of Italy 

Bank of Japan 

Bank of Mexico 

Netherlands Bank 

Bank of Norway 

Bank of Sweden 

Swiss National Bank 

B.I.S. 

Total 

Amount of 
Agreement 

(millions of 
dollars) 

250 

1,000 

2,000 

250 

2,000 

2,000 

2,000 

3,000 

2,000 

180 

500 

250 

300 

1,400 

1,850 ( 600) 
(1,250)!/ 

18,980 

Maturity of 
latest aurhotized 

renewal 

December 3, 1974 

March 29, 1974 

December 27, 1974 

December 27, 1974 

December 3, 1974 

December 27, 1974 

December 27, 1974 

December 31, 1974 

December 3, 1974 

December 3, 1974 

December 27, 1974 

December 3, 1974 

December 3, 1974 

December 3, 1974 

December 3, 1974 
December 3, 1974 

!/ This reciprocal arrangement provides for swaps of dollars against 
au~horized European currencies other than Swiss francs. 



STRICTLY CONFIDENTIAL (FR) - 2 ·-

As of February 13, 1974, drawings on the above arrangements 
are outstanding in the amounts indicated below: 

Initiated 
Arrangements with by System 

(millions 
of dollars 
equivalent) 

National Bank of Belgium 262 

Swiss National Bank 

B.I.S. (Swiss francs) 

Total 

371 

600 

1,233 

Drawings Outstanding on Swaps 

Initiated 

Date since 
facility has 
been in con-

by foreign bank tinuous use 

-- June 30, 1970 

May 19, 1971 

August 12, 1971 
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STRictLY CONFIDENTIAL (FR) 

SWAP ARBANGEMENTS BETWEEN THE SYSTEM 
AND FOREIGN CENTRAL BANKS 

Mlrch _u j ih4 

Listed below as of MArch 13, 1974, a~ th~ m..,a~ ttT&ngCIIDQnta 
concluded on behalf of the Federal Reserve System with foreign banks. 

Foreign Bank 

Austrial National Bank 

National Bank of Belgium 

Bank of canada 

National Bank of Denmark 

Bank of England 

Bank of France 

German Federal Bank 

Bank of Italy 

Bank of Japan 

Bank of Mexico 

Netherlands Bank 

Bank of Norway 

Bank of Sweden 

Swiss National Bank 

B.I.S. 

Total 

Amount of 
Agreement 

(millions of 
dollars) 

250 

1,000 

2,000 

250 

2,000 

2,000 

2,000 

3,000 

2,000 

180 

500 

250 

300 

1,400 

1,850 ( 600) 
(1,250)!/ 

18,980 

Maturity of 
latest aurhotized 

renewal 

December 3, 1974 

March 29, 1974 

December 27, 1974 

December 27, 1974 

December 3, 1974 

December 27, 1974 

December 27, 1974 

December 31, 1974 

December 3, 1974 

December 3, 1974 

December 27, 1974 

December 3, 1974 

December 3, 1974 

December 3, 1974 

December 3, 1974 
December 31 1974 

1/ This reciprocal arrangement provides for swaps of dollars against 
authorized European currencies other than Swiss francs. 



$TRIQ'J$Y .CONFIDENTIAL (FR) - 2 -

As of l1arch 13, 1~74, drawings on the above arrarigaments 
are outstanding in the amounts indicated below: 

Initiated 
Arrangements with by System 

(millions 
of dollars 
equivalent) 

National Bank of Belgium 262 

Swiss National Bank 

B.I.S. (Swiss francs) 

German Federal Bank 

Total 

371 

600 

120 

1,353 

Drawings Outstanding on swaps 

Initiated 

Date since 
facility has 
been in con-

by foreign bank tinuous use 

-- June 30, 1970 

May 19, 1971 

August 12, 1971 

February 2§. 1974 



STRictLY CbNFtbENttAt. (FR) 

SWAP ARRANGEMENTS BETWEEN THE SYSTEM 
AND FOREIGN CENTRAL BANKS 

·May 1S, 1974 

Listed below as of May 15, 1974, are the swap arrangements · 
concluded on behalf of the Federal Reserve System with foreign banks. 

Amount of 
Agreement Maturity of 

Foreign Bank 

Austrian National Bank 

National Bank of Belgium 

Bank of Canada 

National Bank of Denmark 

Bank of England 

Bank of France 

German Federal Bank 

Bank of Italy 

Bank of Japan 

Bank of Mexico 

Netherlands Bank 

Bank of Norway 

Bank of Sweden 

Swiss National Bank 

B.t.s. 

Total 

(millions of 
dollars) 

250 

1,000 

2,000 

250 

3,000 

2,000 

2,000 

3,000 

2,000 

180 

500 

250 

300 

1,400 

1,850 ( 600) 
(1,250)11 

19,980 

latest authorized 
renewal 

December 3, 1974 

March 29, 1974 

December 27, 1974 

December 27, 1974 

December 3, 1974 

December 27, 1974 

December 27, 1974 

December 31, 1974 

December 3, 1974 

December 3, 1974 

December 27, 1974 

December 3, 1974 

December 3, 1974 

December 3, 1974 

December 3, 1974 
December 3, 1974 

!/ This reciprocal arrangement provides for swaps of dollars against 
authorized European currencies other than Swiss francs. 



STRICTLY CONFIDENTIAL (FR) - 2 -

As of May 15, 1974, drawings on the above arrangements 
are outstanding in the amounts indicated below: 

Arrangements with 

National Bank of Belgium 

Swiss National Bank 

B.I.S. (Swiss francs) 

German Federal Bank 

Total 

Initiated 
by System 
(millions 
of dollars 
equivalent) 

262 

371 

600 

365 

1,597 

Drawings Outstanding on Swaps 

Initiated 
by foreign bank 

Date since 
facility has 
been in con-
tinuous use 

June 30, 1970 

May 19, 1971 

August 12, 1971 

February 28, 1974 



- • FEDERAL • RESERVE 
,, r. , ®l , 

, press release 

For Immediate Release August 29, 19_75 

'Ihe Federal Reserve announced today that its reciprocal currency 

"swap" arrangement with the Bank of Mexico has been doubled, bringing the 

total of that arrangement to $360 million. 

'Ihe increase enlarges the System's swap network with 14 central 

banks and the Bank for International Settlements to $20.16 billion. 

A swap arrangement is a renewable, short-term facility under which 

a central bank agrees to exchange on request its ~wn currency for. the currency 

of the other party up to a specifi.ed amount aver a limited period of time. 
I, 

'lhe Federal Reserve swap network was initiated in 1962. In all 

reciprocal currency arrangements the Fed~ral Reserve Bank of New York acts 

on behalf of the Federal Reserve System under the direction of the Federal 

Open Market Committee. 

'l'he Federal Reserve's reciprocal currency arrangements are now as 

follows (in millions of dollars): 

Austrian National Bank 
National Bank of Belgium 
Bank of 9mtada 
National Bank of Denmark 
Bank of England 
Bank of France 
German Federal Bank 
Bank of Italy 
Bank of Japan 
Bank of Mexico 
Netherlands Bank 
Bank of Norway 
Bank of Sweden 
Swiss National Bank 
Bank for International Settlements 

Swiss francs/dollars 
Other European currencies/dollars 

Total 

-0-

$ 250 
1,000 
2,000 

250 
3,000 
2,000 
2,000 
3,000 
2,000 

360 
500 
250 
300 

1,400 

600 
1,250 

$20,160 million 



BOARD Of" GOVERNORS 
DI'" THE 

FEDERAL RESERVE SYSTEM 

Office Correspondence Date September 13, 1976 

T Chairman Burns O, ________________ _ Subject._• ____________ _ 

From Charles J. Siegman c.-:r5 

Attached as requested is a copy of a July 1968 letter by 

Henry Fowler to Chairman Martin on the swap arrangements, that deals 

with the question of take-out and use of reserves by the United States. 

(Although the enclosed letter is labelled "Draft", as noted on top 

of the letter, this is the letter that was signed by Secretary Fowler 

on July 23, 1968) . 

I also am enclosing a copy of a July 1974 letter by you 

to Secretary Simon regarding the possibility of financial assistance 
,.vJ<....(i (., 

to Italy· which/ a specific reference (in the next to final paragraph 

on page 2) to the need for firm take-out provisions by Italy. 

Attachments. 

J I 
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00/\rlO flr 

Ur· l ti r: 
FE OE R /d_ fi I~ S C Fl VE 5 Y 5 TE fv1 

W/\51-IIMGTOI,, [1. C. 20c,51 

July 15, 1968 

CONFIDE1'.7.'I,\L (FRl 

TO: Federal Open Market Committee 

FROH: Mr. Holland 

Attached is a copy of a revised draft letter from the 
Secretary of the Treasury to Chainn.:in Marti.n concerning Tr:easury 

·backstop facilities for Federal Reserve swap arrangements .. 

This letter is a revision of the e:1rlier draft letter 
datr.d Julle 7, 1968, which w:1s sent to mernbcrs of the Committee 
under date . of June 25, 1968, and rcp1·2sc nts the product of a 
meeting of Treasury and Federal Opci1 Market Corm:-iittee officials 
on July 15, 1968. The matter is being ~laced on Lhe agenda f6r 
consideration at the Committee meeting on July 16, 1968. 

, I 
' 

., . 

! 
• 1 

Robert C. Holland, Sec re ta:-y, 
Federal Open Market Comnittce~ 

Attachment 

·-:· ••.\..,' ... \ •,; ·-:--~- ..... ' 
...... :, , ... ~- ·-.: ,, ·~ .. . ., --· 

I. 

-



Dill\F'l': July 15, 19::i8 

STRICTLY CONFIDENTIAL 

(Draft of proposed letter from Secretiry Fowler to Chairma n Martin) 

J . (, d.., -f. ~-lt,J;.1,?L • f vr - -
/.J-t f /_,, . J . e,: .l,,fe,.,r I 7 ;., / 

/~~Yr ,./ l}" • 0/J /,v~ • -
On several occasions in recent months, representative1

s ·of ,('[) 111 (!_ . 

Dear Mr. Chairman: 

- - I "(~,((( '. i 
\ . the Fed.er al Open Market C~mmi ttee have discussed with the I ~/ r,tu: 

Treasury the problem that ?-rises when drawings under r .eciprocal t / •· .~ 
I 7 / (p (G r' ;,.,,: v <' 

, currency arrangements reach ma:ttJ.ri ty without a reversal of1 the !/ 1 
. ,. - c1uuv~~,~ 

vwv~. funds, covered. 

Federal Reserve drawings under iti reciprocal credit .• ( ~) . 

facilities are made to provide foreign central banks who afe 
I 

\ urn-iilling to I • . hold n~w dollar acquisitions on an un~overcd 
• - I 

basis wi th'---a- temporary al ternat_i ve to holding uncovered dollars 

on one h-~d or, on the other, purchasing gold from the United 

States or · requ1:r-ing the United States to purchase the surplus • 

dollars through recourse to the International Monetary Fund. 

Drawings have generally been restricted to situations in which 

there was a reasonable hope for a reversal of the flows of 

funds so that the Federal Reserve ~ould be able to acsuire 

the necessary foreign exchange to liquidate the commitment 

in timely fashion. It has always been clearly established 

policy on both sides that Federal· Reserve us~ of such credit 

arrangements is appropriate for only limit~d pe~iods of time; 

current policy, as generally understood, calls for repayment 

within one year, if not earlier. 

\ 
.. L 

... , .. '. , .>., , 
.fl/ 

I 

1 _ :t~ 
. ..,_. 

. . . 
. • r "' ~. ,J. ,.,<" .,,• ' 



.. 
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1 ' 

There have b e en occasions, however~ when such revers a ls 
• I 

did .not ~aterialize. On these occasions, arrcmgemen ts hale 

regularly been made by the System and the Treasury under ~hich 
I 

1 

the United States used i~s basic reserve resources of.gal,, · 

\ drawings on the International Monetary Fund, and the issuance 
. I . , ; j 

' I 
' i i 

1of Treasury foreign currency-denomiriated securities to meet J 

\ the proble1¾~1 ich arises when the· cover granted by the swa

1

!p Vii: / ! 
drawing is wi thdrawr~ 

I I 
Naturally the Federal Reserve wishes to maintain the 

I 
~ssentially short-term character of its swap drawings and 
\ 
must always be in c1 position to honor at maturity any corn .. 

', -----;_________ ' 

mitments it has undertaken under its reciprocal currency 
'--- . . arrangements in cases where flows of funds to its swap 

----
partners do not r~ verse themselves within the appropriate 

. 
period. Accordingly, the Treasury will stand ready, as in 

basic Te serve 
the past, to use the/resources of the United .States'to the 

. r 
extent requiredc:_nd ·in the combination most si'.lited to the . ~--~-
intere sts of th e United State s that ca.n be negotiated 1 to 
-----·----.: ___ -----------------·--=--'-''"' __ _ 
obtain and provide to the Federal Reserve lhe foreign 

• currencic~ needed. 

In light of this understa.nding, and in view of the 

I 
0 

fact that swap drawings by the Fcdcrc11 · Roservi:c, while initic1lly 

conserving the reserves of the United Statcs 6 may, if not 

reversible by market forces, necessitate a use of such reserves 

in connection with the repayment of such drawings, it is 
I 

\ ! 
. I 

I 

I' 
. . 

' . 

' ' ' 11,. -
( 'fl'J..~ :-' I ~,.,..,~:, 

d- .. -~ 

I .,._._ 

I 
,I 

I 
I 

/ -

-
··- --- ---·- _____ __,_ _______ _ 



,. 
- 3 --," ,}-j'")---'~ ' 

• j I --:- ; 
·',;f/ appropri.:1tc that there should continue to be consultation 
··"·-i 
7 betw~cn the Treasury and the Federal Reserve on the use of 

swaps. This purpose can no doubt be accomplished through 

a continuation, and if necessary intensification, of the 

consultative procedures already developed by reprcsentativ -s 

of our two agencies concerning use of the swaps. 
I 

I 

,. 

-

,,_ ~---
i-, ..... 
.... -: . , -



OF THE: DOA1'D or GOVE.F;'NOFiS 

f- f.:: Dr.::l<AL rn:.,;,:nvc: SYSTEt-li 

WASHINGl ON, D. C. 20Sc.il 

July 16, 197-J. 

The Honor a bl c Vfilliam E . Sin1.on 
Secrc(:ary of '·lie 1.'rcar,ury 
Dcpi.·•. 1·t:,1-::c . .:1t , - lJJc Tr,.:,is1.uy 
'Nas1Jin2,ton, J , C. 

Dear Bill : 

In view of · the pos sibHity th~ i: you niay be cngagin~; n1 _ 

tan:s abouL LL .. : provic:i.on of f:ij1:u1c::i.::-.. 1 ac:: si:::.:iz,n(.;e: '.:o ll:aly , I arn 
writing on beha lf of the Federal Open Market Comrri ittce to 
clarify the sl:0.. l:1.1s of the $3 billion J'f'C'iD:rOC<t.l cu1·1·cncy ,U: r anrc;... 

n1ent (swap Jinc) b8twccn l:ii c Fcdei:a l H.cservc ::iyst'.cn1 aiid the 
Bank of Haly . 

The swa1:i fa.c:i.liLy c an be drin:n on f;Ul)jeci: lo the conchti.ons 
c~n.d J.] 111jtc.iLi o11s Z"L-r~si~1~~ irOill il~; 1.1c.tLi_t1.·c cu1.:.~ L)u .. :i.'J~•U.:;.l~ . le uZL::, c:1.J·,. c~y~, 

been understood by both central bank parties to the sw2.p aJ:•i·anr,c-
1nen(: that SY/c1p drawi.nu:s arc available only to meet ~;]io:i·i:-~crrn 
need s . Dray,·fr:'.:s arc no1·n1c'. l] y rnac1c fen: a ~)criod of Unce n1c.,1:;·hs, 
and while they rn.ay somctirncs b e r onc\vcd, it is in no case 
envif:;aucd Lho. t thcv will re1na:i.n outsl:a.ndi1-u:r for lonoer t11an Oi1C u J ,~ 

year. Therefore the line c::'..nno[: be us ed to :-nal:.e any 
cont::duu tion lo 1ncdiurr1 -:-tenn or lOJ1g-tern1 fillo..ncing ncecls . 

In present circun1stanc cs, recognizing l:h;:i_t" 

(a) t:he Italian authoritie s no\\' appcv1· to i)e tziking 
subslc:t1,bal actions tow:crcl bringing alJOU~ 

needed ac1jus t:n,cnf:s in tl1c dornc~; tic J t2..l ian 
ec:( 110Jny and ill Lh.-::: Italici,n ba.1011, c o:" payl1.,enl:s, 
ancl th a t 

-
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(b) sornc b1nc rnay be nccdccl to arr;;111gc ;in 
approrn:~ZLI:(: pc1 c]~;L ~'{:' or c:~[:c,rnal fiiuncial 
, .. ~· :.;is!~•_lJCC 101' ]\:::>_ly , 

of Hzd y to n1, 
fin::rncing purposes. 

V/c }·J /e hac1 no sped.fie cli:; cussions wi[:11 r;hc }3ank of J(;:tly 
abou['. lhis. ut , for your j3·1forrn:1. Lio11, tLc Fcc1,-·ral O pen ?vI.:n·Lc:l 
Cor11rnittcc v111ich clcciu.cs tiic~,c 1naac~rs has been tl1i~•h11g alo11g 
!:he follcwing lines. It wm1] d be approp 1·:i 2.te for ~he b,::> :1L of IL ly 
in antic:ipation of obt:aini1,r~ longer-lcn11 :jnancing - -- to draw, · :::.a-; , 
~250 injl)5on jujb;:illy, and i:n drc1'.'l 1-.1p to ctn ::t d(1ibon::i1 ;: 250 n2.ilLon 
subject to co 11dibo:1:: !:o 1J c :=: '. : ccHi c rl. s , 1 ch a s f:1,;tf: Hctl': r;1-,Liin 
con1n-1ensur;:d:c a1nounts on comparable tern-is froin other sources, 
inctucling other central banks ;:rncl particularly !:he U.S. Exchange 
StL-'.1J:i.1i;_,;1. t, j_oj11:-... d.:..~ ~ IC \:1..J ~~i'"~ :Jc '" ·-~ ;J ~ c. L ... ;c;_ L:i~~~ l~ l~ .. -:i ~ U·.11._\-,i.1({-,_;:; \:0 tl i ,~i 

be repaid wHhin !:l 1rce n-ionths, s,,bject lo periodic cxtr, i1~:; ions, if 
necessary, up to one year. 

For any c1r;",'-'j,,_c'.s 1,/ t+c :r>, n] : or i•·,,Jy 0 11 l:~ c :";;,''. [· rTn 1 .: ./ ,;_.,:i 

$500 million, the Comrnitlce would e::-q)ect, jn addition to comn"lt;n..:. 
surat-c IL::tlian d:r;:ix·ings 0n o'.:hcr source s , t11~i l fjnn L1l : c-01-.it 
provisi0ns ,vould be ncgoU;ii:ccl (c . [.'. ,, by the t)lc:d g c of r:cocei:~d ,; 
fron1. p1·ospccbYe ·L\.i.F ct;.·z,-.\·ings o::.· oi goJd col1;.cU:ral), ,;o th2.t the 
repayn1.ent of such swap clrawinr::~, wi l:i iin one ycc1:r ,,;ould be il.Scurecl. 

I arn sure you will' agr_ec lhal 
to note, should the sub_i2c[·. of the Sy : 

.·:ould 1,c helpful if yo1.1 wcr e 
.'s !3\'.~<~l) c_ ;_ rr2~n::c1nc:1t~, 

ari se in your tall~c: , th c'.l clcci.!:'ions cc .,:,rning lhcs·c ar:r~,11~cn 1 cnts 
arc in the province of the Feclcr,il Op;_; n L1arl:c[; Con1111.iU:ce . 

SinccreJy yours, 

h.rthur F. Durns 
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BOARD CF GOVERNORS 
DP' THE 

FEDERAL RESERVE SYSTEM 

Office Correspondence Date December 14, 1976 
.,..-

To Chairman Burns and Governor Wallich Subject: Maturity Limitation on Foreign 

Currency Swap Arrangements. Frnm Gary M. Welsh 

You have requested the Legal Division's opinion on whether 
there are any legal limitations on the maturity of swap arrangements 
entered into by the Reserve Banks pursuant to the direction of the FOMC. 

A search of Legal Records has revealed a memorandum dated 
May 28, 1962 from Howard Hackley, General Counsel to the FOMC that deals 
with this specific question (a copy of this memorandum is attached). 
In his memorandum (Item 3) Mr. Hackley concluded that--

"There is no statutory restriction upon the length 
of maturity of accounts that may be maintained by 
a Reserve Bank with a foreign bank; and if it can 
be established that such a medium term swap arrangement 
is necessary or desirable in order to effectuate 
open market transactions in foreign currencies, 
I would feel that it would be subject to no greater 
legal objection than a short term 90-day swap such 
as that already made with the Bank of France. · 
However, the length of the commitment might make 
it more difficult as a matter of degree to establish 
that the arrangement is related to the effective 
conduct of such open market transaction. It is 
of course, possible that arrangements of this kind 
might be subject to question on policy grounds." 

The Legal Divison has reviewed relevant statutory provisions 
supporting swap arrangements (see Mr. Hackley's memorandum to the FOMC 
of November 22, 1961) and sees no reason to disagree with Mr. Hackley's 
conclusions as expressed above. The Division would note, however, that 
there are specific statutory maturity limitations on bills of exchange 
and acceptances that can be purchased by Reserve Banks through acco~ts 
maintained with foreign banks (§ 14(e) of the Federal Reserve Act). 
In addition, of course, Section 12A of the Federal Reserve Act prescribes 
that the "time, character and volume of all purchases and sales of paper 
described in Section 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." [Emphasis added] 

Y These limitations do not appear to apply to cable transfers (§ 14(a) 
of the Federal Reserve Act) which are the medium through which the Reserve 
Banks may acquire or dispose of holdings of foreign currency in the 
form of balances with foreign banks. 



CONFIDENT:ffiL (FR) 

Feder;cil Open Market Committee 

Howard H. HPckley, General Counsel 

May 28, 1962. 
_. " ~., 

(; _ _\.. ....... ...;; • 

Subject: Legc,l aspects of proposed 

nrrcingements with foreign banks 

Mr. Coombs' memorandn of May 16, May 21, Nay 22, and May 23, 
l962s discuss possible arrrmgem,3nts with the B2nk of EnglPnd, the 
Nederlandsche Bank, the Swiss National Bank, and the National Bi:ink of 
Belgium, respectively. Certain possible legal questions are alluded 
to in these memora.nd:=i . 

( 1) 1,,Ti th respect to c3 possible swap arrangement with the 
Bank of England, discussed in Mr. Coombs' memorandum of May 15, I 
see no legPl question. I assume that the arrrmgement would be 
g-:merally similar to the 90-day swap with the Bank of France. 

(2) Yir . Coombs' memorandum of May 21 refers to the possibility 
•that Federal Reserve holdings of guilders with the Nederlandsche Bank 
might be placed in a guilder time deposit with the BIS. If this should 
be desir~d, it would of course be necessary for the Board of Governors, 
pursuant to section 214 • .5(a) of Regulation N, to designate the BIS as 
2 foreign bank with which an account payable in foreign currency may , 
be maintained. Question might be raised 2.s to whether any negotiation 
or agreement between the New York Reserve Bank and the BIS with respect 
to such account would fall within section 214.5(b) of Regulation N 
so as to be subject to authorizations, directions, 2nd regulations of 
the Federal Open Market Committee (instead of the Board of Governors), 
since it might appear that the time account with the BIS would not be 
utilized for open market operations in foreign currency. In my opinion, 
however, where an account is opened with R foreign bank, in this case 
the Nederlandsche Bank, for the purpose of facilitating foreign exchange 
operations, and where 2 part of that account not needed for current 
operations is invested in a time account with another foreign bPnk, 
such investment mny be r egarded as related to the effective conduct of 
such open market trc1.nsactions. .A ccordingly, I would see no legal ob-
jection to the proposed time deposit with the BIS. 

( 3) Er . Coonbs I r.l2nor;:.ndura of L2y 22 r aises a qusstion 
i-t:1ether 2 u75diu.7 :::er:: cred.it 2::-r21;.~2.::12:;t!I ·11.-i.th the Sid.ss Ii2tior.2l 
Ben.k would te l sg2~l ? 1,~2rr2ntcd , I 2ss·.:.,,2. the.t st:c:i c=:-i 2:rr,c,.r:~e:-.2::-:t 
1wuld contenpl2te reciprocal deposits between the 1-:ew York Reserve Ban.1<: 

• rind the S,;,.riss National Bank under a commitment running for five years 
or longer. There is no statutory restriction upon the length or maturity 
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of PCcounts that may be maintained by a Reserve Bank with a foreign 
bank; and if it cen be established that such a medium-term swap 
arrangement is necessary or desirable in order to effectuate open market 
transactions in foreign currencies, I would feel that it would be sub-
ject to no greater legal objection than a short-term, 90-day swap such 
as that already made with the Bank of France. However, the length of 
the commitment might make it more difficult, as a matter of degree, 
to estab1ish that the arrangement is related to the effective conduct 
of such open market transactions. It is of course possible that an 
a::'rangeP1ent of this kind might be subject to question on policy grounds. 

(/-1-) In Mr. Coombs t memorandum of May 23, regc1rding discussions 
with the National Bank of Belgium, mention is made of a suggestion 
that funds with that bank might be invested in not,3s of a Belgian 
compr::i.ny engaged in providing credits to commerce and industry. It may 
be questionable whether such investment would be clerrly authorized; 
but I understand that this question is now ,qc;:idemic. As to the sug-
gestion that Federal Reserve holdings of Belgian francs be placed in 
a time deposit with the BIS, the considerations mentioned cibove with 
respect to the Nederlandsche Bank arrengement would be equally applicable. 




