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1. Initial Transaction in Reverse Repo Agreement

Treasury Note

Cash $1,000,000

2. Closing Transaction in Reverse Repo Agreement

Treasury Note

v

Cash $1,000,138.89
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Federal Reserve Purchases Treasury
Securities from Primary Dealers
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System Increase
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How the FOMC Controls the Federal Funds Rate
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How the FOMC Controls the Federal Funds Rate
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The funds appear
as debits in the
accounts of
Security Dealers

Reserves in the
system decrease
and § in the
economy decrease




