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INTERNATIONAL BANE FOR RECONSTRUCTION AND
DEVELOPMENT '

MONDAY, MAY 282, 1940

Housr oF REFRESHUNTATIVEE,
CoMuiTree o Banzing awp (grrrEncy, )
. Washinglon, D). O,
. The committes met, pursuant fa eall, at 10 a, m,, the Hunorabls Brent
Spence {chairinan) preaiding. _

Present: Messrs. Spence, Hrown, Monroney, Hains, Buchanan,
Deans, O'Brien, McKmnon, Mitchell, OHars, Woleott, Talle,
Eiltwro, Coln, and Nicholaon, _

* The CastaMaN. We shall consider H. R. 4332,

{H. B 4332 i= as follows:}

|H. 0. 132, 8Lt Goug,, 1ab 6. ] A
A BILL Taamenddhs Natluoa! Bank Act god the Brotton Woods Arreeaients Ack, atd for OFlsr pursri

Be it snocled by dhie Senole gond Fouse of Repressniatives of the [inftsd Stales of
Americo in Congress mazembled, That paragraph Beventh of section B of the Nationsl
Favk Ach, a8 amepded {U, 5 G, title 12, see. 24], 8 amended by addiog to the
end thereof the followiop new pantence: "The limitations sod restrictions barein
contained a2 to dealing (o and u.ndu:rwzit.inﬁ invastment securiticn ghall not anply
to obligations issued by the Tnternetiona] Benk for Reconstraction and Develop-
ment whigh sre 2t the time cligitde {or purchase by & natiena] bank for ita own
account: Predaded, Thal oo associulion shall bold cbligations isaued by said bank
a3 @ requit of wnderwriting, dealing, or purchesing for ita own acenust {and for
thia purpose obligatione as ta whinh it in undor commitment skall be deemed to
Le hetd by il in p total amount excteding al any ooe time 18 per centum of it
capital slock ectually pald Fu sod unlmpsired and 10 per cetum of s wnimpaired
gurplus fupd.”

ec. 2. ‘The Bretton Woeds Agresinants Act, as amended (. 3. C., title 22,
seca. 2RE-285k), iz amended by adding at the end thereof & new section to be
wumbared seclion 15 and to read as {ollows:

""Bec. 15 (a} Any securitien izaumd by Internatiooal Bank for Besonubruetion
and Development fincluding apy gustanty by the bank, whather or not Hmited
in Acope), aod any securitiee guarantesd by the bank as to both priocipal and
ioterest, shall be deemed to . be exempted seowrities within the meaning of para-
graph (ad () of rection 3 of the Act of May 27, 1933, as atnended (U 8. C., title
fE, e¢. 77¢), sod paragraph (a) {12) of scctiow 3 of the Act of June 6, 1934,
amended {U. 5. C,, tile 15 sec. 18e). The bank shall fila with the Securilies an
el » Comourten suoh anoial and other reports with gt by suoh aeoutities
as the Commimlon shall detarming to be pppropriate in view of the spemal chame-
ter of the bank end it operations end nacesAry io tha public interest ur for Live

tion af investors. . ' . :

*(b) The reports of the National Advisory Council provided for in sectiun 4
(a} (@) of 1he Hetten Woods Agreements Act shall alao cover Aod include the
effectivenedn of the pravisioos of mection 15 (2} of thiz Aet and the exemption for
securities izsucd by the baok provided by seclion B of the National Bank, Act 1
facilitating the operations of the bank and the extent ta which the operations
ihe Hank may a.é{;m’t. in figanning Eiropaian resivery and the feoonctroction sod
develgpment of the acofoiie resduress of member countries of 1ba bank and the
recaminendatinng of the Couneil aa to eny modifications it thay desm desirable
in the provisions of this Act.' 1
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See. 3. The Securities and Mechange Commission acting in capanltation with
the: National Advisary Council on Internationnl Monsetary end Financial Froblems
in authorized to suspend the proviaions of sactfon 15 (8} of the Eretton Woods
Agroelnents Act st any time ez to any or all securities issued or guarsnteed by the
bank duritg the porfod of sueh snspenzion. ‘The Gommizgion phali inctude o its
rnongl reports to Congress suck information as it shall deem advisable with regand
to tha operations and offect of this Aot and in connestion thatewith shal] inghrda
any viewd submitted for auch purpose by apy mssorcistion of dealers registered
with the Cotmigaion, ) ’ ” ’

The C'rarrmar. We shall hear first from Mr, Martin,

STATEMENT OF EON. WILLIAM McCHESNEY MARTIN, JR.,
ASSISTANT BECRETARY OF THE TREASURY

Secretary Mazriv., Mr, Cheitimuan snd members of the comroities
I am appearing before your committee on behalf of the Nationa
Advisory Coupeil on {nternational Menetary and Vinancial Problems
to present its views ou H. K. 4332, which the committer is ebout to
consider. ‘Tha bill would amend the National Bank Act to-permit -
nailonal Lanks to deel in the boods of the Internations] Bank, and
wowld, by amendment to tha Bretton Woods apreementa acts, exempt’
securities issued or guaranteed by the Interpational Dapk from the’
Ezﬁsiuna of the securities acls. The Nationsl Advisery Coundil

: piven serious consideration to the propased legislation and believes
that it chould be anacted. )

With your pertnission, ] would like to address myself (o the poliey
considerations underlyiog the Nationsl Adwisory Coubeil’s support
of tha pending legislation. In the opinton of the National Advisory
Couucii: the International Bank for Beconstruction and Development
will have an increasingly impertant role in the future development
of the internstional enpital market 1t scems cloar that, to the
exteni that economic and political conditions ahroad permit the bank
to mssume greater respoopsibility in Annheiny reconstsnction and
development, 1t is in the interest of the United Stotes 10 enconrage
the bank ta asanme that responaibility. :

During the next few vears, it i= hoped that many more netions

will ba in o positien to apply for loans ta filnencs projects and propraims
consistanl, with the puiposes of the bank, The continued eifective-
ness of tho Intrcrnanumgu%ank will depend upon itz ebility to meet
these reguests. To do this, the bank wiil heve to raise adeiticnal
funds in the securities market of the United States.
- Tt is the opinron of the Nulicnal Advisory Council that the rnact-
ment of H. R. 4332 would facilitate the widespread distribution in
the United Statea of securities issued or guaranteed by the Inger-
nationel Bank. For s detaled analysis of the struciure and operatzons
of the International Bank, particularly with respect to t]}Jm cifact
that the proposed leagizlation would have oun its Marketing operations,
I will defer to the representatives of the bank who will appear beflare
you.

Huwever: if I mey I would like to touch briefly upon one of the
prineipel prablems which will be remedicd if the proposed legislation
13 enacted. . .

AL the present titne, although national banks mey invest in securities
1ssued by the Internationsl Bank, they are not authorized under tha
" Natioual Bank Act to desl in such seeuritias.  The proposed legisia-

-
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tion would remove this legal disability by amending the Nationel
Bank Ast o permit national banks to deal in securities 1ssued by the
Tuternetions} Bank. _

Both the Internstional Bank and the National Advisory Council
balieve that in order that this permizsion may be renlly efective in
broadening the market for the bank’s securities they should ba
exempted from the Securities Acts. The reabonr is that the whole
marketing system of national boanks is geared to deal only in securities
which are exampt from the Federal Securities Acts, mainly Fedesel,
State, and mumicipsl securitica; and it is not adapled to meet the
varions requirements pertaining to securitien subject to those nects.
The proposed legislation wenld mest this prictical difficulty by
aemending the Bretton Woods Agrecments Act to make the securitics
issved or guaranteed by the Tnlernationel Bank exempi sescurities
under the Sccurities Acts. -

In connection with the enaciment of the proposed legislation, care-
ful thought has been given to the position of investars in the United
States. 1 believe that the unique charsctoristics of the securitics of
the Internationsl Bank and the nature of the safepuards provided in
the proposad lepialation constitute ample prolection. '

Mr. Browr. not pive Stefe banks the eame opportuniby
pivan Lo natwnel baplks?

Seeretary MarTiN, Ways consideration given to State banks?

Mt. Loxrorp (Assiztant (General Counsel, Internationsl Bank for
Heconstruction Development). Under the bill s it is presently
worded, authorization to deal in secwrities issued by the Interna-
tionzl Bank iz confined to nationel benks and State membaer banks
of the Federal Reserve Systern. State banks are controlled by State
laws, and the States can take such acfion as they see fit.  Ap a matter
of fact, aboul 45 States have authorized investment in Internaticpal
Bank securities by State banks.” It would be g mattey of each juris-
diction to decide whether or not they wanted to authorize State baaks
Lo deul in auch secaribies,

Mr. Brown, It is left to the States?

Mr. Luxvorp. I Biata bankes ere nembers of the Federal Reserve
System, they mey atill be subject w0 a}(pfiicabla State laws.

The Cgareman. You mey proceed, Mr, Martin, '

Me. Worcorr. Just a moment, please, before you go ahead. Wh
do you qualily il by saying thoy must be g ed by tha Feder
Reserve?

Mr. Loxrorp. That is all this legislation would cover if the lew
were changed. [t only affects opatiopel banks and State member
‘banks of the Federnl Heserve System. State banks, which are not
mambers of the Federal Ressrve System, would not be affeeted by
thisz bill. That would have to be done by the State law. K

Secretary Martin, It should be noted that by wirtue of the largs
subgeription of the TTnited States in the shares of the International
Bank, there is & correspondingly large official participation by the
Uaited States io the direction of the bank, Under the gusdancs of
the National Advisory Couneil, the Thiled States Execntive Director,
who holds spprozimetely one-third of the totul votes of the bank's
‘Exeeutive Board, directs his ectivities to effectuating the United
Stetes policy of meking the bank a sound, strong, effective instru-
mentality for financing sppropriate projects for réconsiruction and
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development. In this coonection, it may be noted thet the Interng-
tipnal Benk may not sell its securilies in this country without obisin-
ing the prior consent of the National Advisory Couvndil; nor can the
bank buy or deal in ite securities without that éenzent.

It shonld alse be borne in mind that the securities of the Inter-
national Bank are backed by the jeint obligation of some 458 nations,
each of which is severally hinble ¢p to the full amount of ita subscrip-
tion. A pation which might otherwise be tempied to default on &

articular fcireifn obligation might well ba deterred from such sition
By the kmowledie that a default to the International Banic is aimgl-
taneously & defsult with respect to 47 other nalicns upon whom the
‘burden of mesting prorated subscription calls would fall,

Adverting to the protection the United States investor enjoys with
respect Lo foreign securities which are not exempiod from the Seenritivs
Acts, it may be approprigie Lo role that the essenca of thia probection
i3 the requirement for full and fair disclesure of pertinent information.
The Securitiez and Exchaoge Commissicn does ot neake a determina-
tion a= to the worth of e seeurity offered for gale. Itiabpot the function
of the Commission to approve or dizapprove eny sale of securities so
lmﬁ' 29 the {acts concerning the securities ara fully stated.

With respect to the Internetiopsl Bank, it may be staled that
through its quarterly and snnusl reports end other staboments, it
meites & full disciosure to the public of all its antivities. Moreover,
under the proposed legislation, the bank would be required to file
with the Secunties and Exchange Commission such annnal end other
reports with regard to its securiiies as the Commission ehall deiermine
to be sppropriete.  Finally, if the Securities snd Exchange Com-
miszion should et suy time be of the opinion that the interest of the
United Steies investor requires (hat the securities in the Inter-
national Baok be subjected to the Securities Acks, the Commission
mey, in consultation with the Netional Advisery Couneil, suspend
‘the exemption granted under the proposed legisistion.

In my opinten, the enactment of the proposed legisiation will
further the mtarest the United States bas in the continued effective
operation of the International Bank without prejudicing the rights of

nited Stales investors. I therelore recommend favorable ackion on
the bill under consideration.
. The Cuairman, What is the attitude of the independent dealers
in regard to this? : .

Secretary Manriv. [ understand they are perfectiy satisfied with
thia biil, Mr. Cheirman. . :

The Cratrisn. Do you fecl it is essentisl the Internaticnal Bank
hava this proposed legislation in order io foat the securities eatis-
factorily?

Booretary ManTin. Yes; 1 do. . . o _

Mr. DeaNE. Why were the exemptions opposed in the originsd
Bretton Weods Apgrecment Act? '

. 8Becretary Magriw. [ imagine at that time (longress wos mnsiderﬁriﬁ
the bank in a general way. They had ne specific experiences wit
securities of this type. 1 do noet think there was any desire to do
anything in writing the legislation other then to conform with what
they thought was genersl practice ol the time. Now that there has
besn experience with the bonds of the bank, T think it 1= realized
.thst the exemptions are desirable. :
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M. Deane. Do you think this will offar more compstition in the
market?

Secretary Manmin, It will, in my judgment, make 8 better market
i the. securities, bolh from the standpoint of the banker snd the
InTestor,

Mr. Dgave. That s &ll, Mr. Chairinan.

Mr. O’'Brien. Mr, Chairman.

The Craanman, b O'Brien.

Mr. ('Brigv. Whet is the preseat stabus of loans made by the
International Bank for reconstruction developmant? Have wny
borrowers defeulted on lowns?

Bceretary Manmin. T would rether have Mr. MeCloy answer
spocilic tguesl.ians on the operations of the hank. We have no indi-
cation of any defaults, : )

Mr. 'Brien. What is the exteut of the loans they heve made?

Mr. Luxroro. About 5650 (KHGH). . .

The CoairMaN. Are thoss loans made to the government of
individusls? .

Sevretary Marrin. They are made, principally, to governmenta.
The Articles of Agreemeant of the Internaiional Bank require there be
8t leasl 6 government guaranty. - :

Mr. O'Brien. No government has sofar defaulted?

Secretary Manrin, No. : )

Mr. McKinmow, Some years ago we passed s law separating
investiment, activitias from commereial banking. Isn't there n effect
a law which prohihits national banks from dealing in securities?

Secrafary Manreiw, Thet is correct.

Mr. Mﬂﬁ[NNUN. What was the purpose of that?.

Secretary Manriv. 1 personelly (bink thet was a good law. 1
think these particular sceuritics are unique and have uch the same
characteristics s State and municipal securities with respect to which
national banks ailweys huve had authority to deal. : '

. Therefors, there iz no necessity to have them divorced completely
from the commereisl banks the way you would the general run of
cOTporate Securities. ) . L

Mr. McEinvos. What is the difference between & losn this bank
may make and an issua the House of Morgan may sct up? .

Secrotary Marmin. I do net think there is eny domestic ﬂ:ﬁ!’f 240L
whosg sneurities you could compate to the Intarnational B Becur-
ties. I think they are more comparshle to State snd Foderal securities
then o American Telephone, for example, That is 2 well-known
high-prade Amarican issus. 1 personally would not want Lo gee: that
law repenfed, bug ! think the gmpmed exception is warranted .

Mr. McKinwon. We enabled an oxception in Federal Housing
which allows the banls to go into that feld. Now, we are taking
steps in the direction of washing away the generat prineiple.. s
_ Secratarg MagT1v. There may have bean aome steps taken in thal
direction, but T think they are limited to special classes of securities
in1 which there iz & broad public interest, :

Mr, Mcliynon., That is all.
Mr. Nicmorson. Mr. Chairman.
The Casiedan, Mr. Nichelson,
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Mr. Nicrowson, My undersisndiog was that this bank was crealed
Lo buld up the industries in several countries snd to [gan maney for
thet purposae, :
© Secretary Magrrin. It was ereated for reconsiruction end develop-
ment; yes, sir, : :

- Mr. Nrenorsor. ITow moch money is available for that benk now?

Secretary Marmw, I think the vocommitted funds for tha bank
" sre o the neighborhood of $400,000,000. In the future tha bank

musl derive ile new dollur funds by the sale of seconities.

Mr. Nieroreow, How many have they sold?

Secretary Manrrn, About $250,000,000.

Mr. MicgoLeoN. They loaned $650 0000007

Secretary MarTiv, The difference cams from the initial subscrip-
tipn, you see.

Mr. Nicuoneon, How much s the subscriplion? :

Secratary MagrTin, About $8,000,000,000; the paid-in subscription
iz about £2,000,000,000.

Mr. Nicnorsown, You say this money is all loaned 1o countries and
not te indusiries?

Becretary Marriw. T do not mean it was ell losned to countries.
I mean the bulk of it is. I would say the largest loen the bank has
made to date was Lo France. The bank’s charter requires & govern-
ment pusranty. 1 think the bank bas been tending more toward
Ioans of the (ype of the Brazilian Lighi & Power loex where there is
4 gueranty, but the loan is epecificzlly for the company.

r. NicpoLsow. That ia aIIF_'

Mr. Mireeene, May I sk & guestion?

The Coamuarw. Mr, Mitchell,

Mr. MurcEELL. You mentioned the Brazilian losn. What effect
does the Brazilien loan have on the dollar exchanpge available to
Breml?

Secretery MartTiv., It improves their dollor position.

Mr, MiTcHELL. L improves their position?

Secretary Marmin, Yes

Mr. MrirormiL., That is the peneral effect of the losn of the Tnter-
-nationel Bank? '

Secretary Magrin. That iz might.

Mr. MrreaeLn. Thaot is all

Mr. Draws. You say [reading):

Fimally, il the Securities and Exthange Comision should at any time be of the
apinion thet the interest of the United States investor Toquires that the ascurities
io ke loleroational Bank Le gubjected to the Securitice Acts, the Commirsion
may, in copgultation with the National Advisory Counril, suspend the axemptivn
- granted under the proposed Iegislation.

The question I want to sk iz this: Will the Securiiios and Fxchan
Commission have the final word in deciding that this exemption should
+be nullified?

. Becretary Mantrw. That is correct.

Mr. Luxrorn. The hill pives tha Serurities and Kxchapge Commis-
sion the power to suspend the exempiion coolerred. 1t leaves it to
the Commission’s discretion,

Secretary MaznTin, That is right—the Becurities and Exchange
Cpounizsion acting with the Netional Advisery Council,

Mr. McKrvuon. He ssid simply “may,’” not ““shall.*
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Mr, Luxrorp, That is trur.  The bill does oot say the Securities
and Exchange Commission shail suspend. Tt says the Commission
may suspand. It hes the discretion to suspend. It doea not have the
lepal obligation to =0 ack,

. Mr. Woucorr. Mr. Martin, you said that national banks may now
invest in the securities isaued by the Intarnatione! Bank, TFor the
purposes of the record, you hed better clerify thai.

__ Becretary MarTIv. At thepresent time ihey can purchase them, but
if they reso)d them within ;ﬁerigd of & year of the like they might be
liable 0 the charge of wiully dealing in such speurities, T
mesns that any invesiment they might make in the hank's securities
would not ba as liquid as they would prefer. This hill would give
them the opportunity to buy snd sell thess boands and would improve
their choracter g8 investmanta.

Mr. WarLcorr. What position do tho investment banks take with
respect to that? . '

o coretnry Martin, They support i, sir.  They are supporting the

Mr. Woucorr. T natice with respeet to the Netional Advisory
Counecil, in your statement you said: _
. 1o this eonnection, it may be ooded that the International Bank may pot eeil
ita gecurities in this sountry withoul obtaining the prior eonsent of the National
Advirory Coungil, noe esn the bank buy or deal inits securitles without that
coneent.

1 am speaking now lpureljr from memory, but the thoughl oceurs to
me that the National Adwvisery Cooncil might have apsumed some
guthority or arrogeted pome suthority. The National Advisory
Council was set up as & coordineting influence primarily for the &rpoae
of preventing competition amon e dillerent agencies of the Governo-
ment. The Nationl Advisory Cﬁ:uncil would, for exarnple, eoordinaete
the getivities of the Export-lmport Bank. The Council would prevent
competition there s well as loans madas by the Treasury, the Recon-
struction Fingnee Corporation, and all the others, I spent & t
deal of {hought on this. I do not kmow whether it has reached the
point for eriticismi. The National Advisory Council has bepome an
ndministrative agency of the Government going somowhat autside
of 1ts scope as eontemnplated in the Bretton Woods Agreement.

Secretary Mantin. I ean asaure you, #ir, it is not our intention. to
go outsids the scops. I thinlk in this particulsr instance, section 4,
paragraph (b} (4} of the Bretton Woods Agreempent Ael applies. I
will read it, if I may. _

Whenever under the articles of 8greement of the fund or the ardieles of agreerumt:
of the banlk, the apﬁ::wal, coosent, or agreement of the United States is required
" bafvre &n agt may done by the respective institutions, the decision whether
gach approvel, cousant, or Agrasttent shall be givah or reduced, shall to the sxtent
aurh provision & pot- prohibited by scetion 5 of this sct be made by the Couneit
under the general direction of the President. HNo governor, cxecutlve dineclor,
or aliernate reprepepting the Uolted Staces shall woke in favor of —

The balanecs of the provigon does not directly relale to Uhis isaue.

Mr. Worcorr. IL seems to me without specific anthotity an the
part of the National Council to arrogale some of the duties umposed,
there 1z an srea in there in which cooperstion might be in conflict
with exi=ting laws with reapect to the marketing.

Secretary Magvin., The Securities and Exchange Comumission is

still the final authority wvoder the scourities laws.
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Mr. Worcorr. It wouldo't jbe the ‘final athority under this
languags if the National Advisory Council did not give its consent; is
that not right? - .. '
~ Mr. Luxrorn. The Interpational Bank may not issue ény secunity
in the United 5tates market without the approval of the National
Advisory (Covncil.  The bank may not buy or sell any of its securities
in this country without the a})pruval of the National Advisory Couneil.
If we do get the approval of the National Advisory Councl then we
are ofill subject to whatever law is wpplicable with respect to the
Securities and Exch Commiszipn .

"Mr. Worcorr. The bank cannot desl in its own securities without
the consent of the National Advisory Couneil? :

Mr. Loxrorp. That is right.

Mr. Worcorr. What jurisdiction heoa - the Mationsel Advisory
Counal? } _ :

Mr. Loxrowp. It is derived from the bank’s articles of agrecment.
Article I¥, section 8, provides that in eddition to the operations
specified elsewhere in the sgrecment, the beok shal? have Lhe power
to buy and sell secuzities it bag iseued, and to buy and sell securities
which it bas puaranteed or io which it has invealed provided that the
bank shell obtain the approwa! of the member in whose territory
the securities are to be bought orsold.  That provision, teken with the

roviston of the Hretton Woods Agresments Aet, quoted by Mr.
artin, makes the bank's marketing operations in the United States
subject to tha velo of the Netional Advisory Council.

Mr. Mirgurin. Why would any bend be sny different from
another? They are bonds of the Interantional Panlr.

Secretnry MarTin., You could helieve there wera too many bonds
outatanding.

Mr. Mirgaern. There would be no difference in the bonds? In
ather words, the issua which might affect cns conntry would still be
the International Bank's hond?

Secratary Marriw. That is correct, )

‘Mr. MrrcegrL. It wouldn't be considered as afecting one individ-
uzl country?

Secretary MarmiN. No. Each individusl country is given the right
to pess on it when the sale is made in thet countey.

Mr. Mrrerers, I sm just telking ehout -the National Advizory
Clouneil's decision on the bond which comes mto this country.

Seeretary Marmin, Right.

Mr. Mrregrnn, It would be just the tots]l number of honds civcu-
lating here? )

Secrotary Martin, That would be one considaralion.

The Crarnuan_ If there are no further questions, you may stand
aside. We were very plad to have your testimony. :

I understand Mr. MeCloy, President of the Internetionsl Beok for
Raconstruction and Development, will teatify. Howesver, we under-
sband he has besn unavoidably detsined and be has not yet arrived.
Mr. Luxferd will read his statemend.

. We are plad to have you here, Mr. Luxferd.

Mr. AnsEL Loxrorn. 1 should like to state to the committen thet
Mr. McCloy received an urgent call at the very last minute which has
delayed his arvivel. He was expecting very definitely ta be here for
thiz hearing.  He is still expecting to Ea tere. Tt ia just o metter of
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time, [ shail read his stetement, and T am sure he will arrive in time
for the questions.

STATEMERT OF JOHK J. McCLOY, PRESIDENT, INTERNATIONAL
BANEK FOR RECGHSTRUCTION ANT DEVELOPMENT

Mr. Luzrorn (reading). Mr. Chsirmen, [ appreciate the oppor-
tunity to appear hefore this comtnittes i my cagaci:g us President
of tha Interpational Banl for Eeconstruction and Development., Wa
in the bauk look upon the House Banking and Uumncgcrﬂﬂmmittea
03 a0 old friend. Both you, Mr. Cheirmen, and Mr, Weloots were
members of the Tlnited Stetes delegation wt the Bretton Woods Con-
ference, and it was this comnmittes that reparted out the Bretten
Woods Apreeinents Act Eumuunt to whicl the United States nocaphed
membership in the hank. .

. As you know, the National Advisory Council has proposed to the
Congress Iagislation o amend ihe Bretton Woods Agreements Act
and the National Bank Act in order ko fecilitete the operntions of the
International Bank. The bill would permit pational banks to deal in
the bonds of the Internationsl Bsnk end thus brosden the markel
for the bonds. It wouid also exernpl seeurities issued or gnarantoed
by tha bank from the provisions of Em- Seeurities Act of 1933 and tha
Securities Exchanpe Act of 1934 and thus facilitate the distribution of
thoese securities. The breadeniog of the market for the bank’s bonda
in these ways is Unporiant to the bapk end, in my judgment, would
be in the best interests of the United States for reasana which I shall
brigfly present Lo you. '

This eommittee s familiar with the organizetion and purposes of
the Iuternationsl Bank. It hes been in existence now for nearly 3%
years. It has 48 member countries, incleding mest of the important
couniries of the world. Of the countries not parficipating in the
Bretton Woods Conference, Bugsia is the notable exceplion. Some
countriss not represented at Bretton Woods—Austria, Finland,

. Itely, Lebaucn, SyTia, Siem, end Terkey—have also become mevnbers.

' ha hank bas proved itself to be an eflective instrument df ipter-

- national cooperation, The Board of Execative Directors of the bank

iz novw composed of 14 members all of diferent natignalities but all

- of whom display the same objectivity and sounhdness of ap&rna.ch ih

dealing with thn questions of policy which are presented to them. It

' has an internatiopal stafl composad of 22 natipnalitics, which functions

with great objestivity nnd spundness of approach to the problems

which arise in connection with the bank’s lending operations. I have

+ found the 2 yesrs which I have spent at the bank g heartening expe-

" rience in the field of intarnationsl cooperalion and [ can assure you

' that the Executive Directors and the administrative ateff of the bank

. zre fully conscious of their greet responsibilities both to its members

. and to thoss who invest in Lte securitica. 1 sn satisfied that the ad-

ministration of the bank is efficient and entirely capable of discharping

thosse responsibilities. ] _ _

i T date the benk bes made or is commitied to make loans in the

- pmount of about $650,000,000. In the spring and summer of 1947

' it mede e scries of {four Europesn loans—to France, the Netherlands,

. Dommerk and Luxemburg—aggrepating 3497,000,000. These loans

' came at & time, prior to the insuguration of lthe European recovery
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gmgra.m, when BEuropesn resources of dollar exchenga had falfen to
sngerously low levels end credits from the United Stotes and other
sources had largely bean exhsusted. By essisting the borrowin
countries i sustaining for a puriod Lhe necessary volume of easenti
imports, the bank’s %uans helped to prevenl & disastrous drop in
production, if not economic and political chaos.  Among ather things
the proceeds of the loans were used to porchase steel mill equipment,
rallroad and merchant marine squipment, cormmercial avintion equip-
moent, trectors, river barges, jcaltural e wpment, machine t.n-nf;
textile maclinery, ‘chemicals and colton, coel and fuel oil for industrial
1nEe. i

-Since 1947 the bank has concenfrated ita activities largely in the
developmend fiald, a field which is likely to sbsorb progressively more
attention from the bank. To date the bank has made loans in this
field agpregating about §150,000,000 to asoist in finavcing the devealo
ment o hydroe?&ctric power and ggriculinral production in Chile, the
purchase of vargo vessels by four Nelherlands shipping companies,
the devalopmant of elactric power in Mexico, the expansion of hydra-
alectric power facilities and telephone installations m Brazil, and the
imstallation of steel-rolling and blooming mills snd an electric power
plant in Belgium.

Progress in the development fjeld iz pecessarily elow, It lakes &
greal desl of time and work to bring & development project to the
point where il Is ready. for finaneing. Furthermore, there is a lmit
to the speed with which the less developed countries con effectively
absorb new capital for development purposss. '

The progress of the bank cannat he measured =olely by the ameunt
of the lownz which it hes mads. A great desl of progress hes alse
been maede in e2sipting countries to prepare projecls for Goancing.

The bank now has under consideration projects in morn then 21
member countrica.  These projects include power development, the
developinent of transportetion and communication facilities, irriga-
tiop, reclamation, and other agricultural projects, shipbuilding,
migeation programs, and industrisl end mining davelopment. Many
member countries of the bank are eager to develop their aconomic
resources, but they olten lack the technical l}l)erson!?"‘l and knowledge
Lo lormulste weli-planned and economically feusible programs of
development.  They need teéhinicn! assistance, as much as they neeid
financinl assistance. They are coming more wnd more, thercfors, t0
look to the bank for help in determining what projects they should
put forward for financing in mappinﬁ out an Lpprepriate over-all
pattern for their economic growth, and in formulating the economic
and fiseal measures necessary Lo pot thelr economies on & stmnghar
and more stable bagis. This imposes a heavy responsibility oo the
stedT of the bank, but it iz one which T helieve we must assume if we
waont to assure that our funds are wisely invested in practical, produc-
tive projects. - ) . )

Mat only is the bank eolled upon to play an increasingly imperiznt
role in the selection end preperation of developiment projects for nan-
ﬂiﬂg’; but under its Articles of Aprerment it exercizes earsful super-
vision over the uae of the proceeds of its loans. The borrower Is
permitted to withdraw funds only to mect expenses for the purpoeses
of the loan snd Taust satisfy ihe bank that the funds will be used only
for those purposes. To that ene¢ the bank reguires the borrower to
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submit. ducumentary evidence of payment, delivery, and shipment.
The benk also checka on the use of the equipment and meterials
purchased with the pracesds of its loans in order to see that they are
effectively used in the project for which the loan was made. In
addition, it is the policy of the bank {0 muoimtain close relations wish
118 borrowers and to eonsult with them whenever problems arise which
may &ffect the purposes for which the loan was granted. In othar
words, the bank is exercising great cara to avoid the mistakes which
vften mttended internetional Jending in the pasi.

~ The bank is more than & lending institution. As a cooperetive
internationnl orgenization, its only p e iz to help ite member
countmes to reconstruct and develop their ecopomies aloor sound
lines with sound fipuncing, by providing technical mssistance and
“advice and stimuating vhe resumption of private mternational in-
vestmient. The bank's member netionals know that our insistance
upon practical, productive projects and upon the adoption of sound
-econemic policies derives solely from our desite to assist them and oot
from any doesire to exploit their resources. Thay accept our advice,
becausa Lhey recognize it to he objective, nonpolitien], and withowt
solfish motivetion. Lnderd, it i3 this charscteristic of the bank, as
much as sy alher, which in my judgment gives the hazk iks unigue
opportunity to be of service.

Now I shall briefly cxplain why it iz se impartant for the hank to
maintein & broad market for its bonds. Only a small pecl of the
subscribed capitel of the bank can be used by it in the moaking of
leana. Two percent of the capitel is paid in gold or United States
dellars and {B percent i= paid in the local eurrencies of the members
gnd can be used in the making of loans only with their approwve],
“The remaining $0 percent of the subscribed capitel of the baok cannot
be vsed o the making of loans, but ean only be ealled when needed to
meet obligations of the bank on 1ls borrowing or guuraniies. That
means that, down to date, the bank has had availablo out of its capital
for use in the making of losans only sbout $745 000,000 in dollsms or
nther currancies. i

Tt also means that in the future the bank will have to look more and
more to the investment meckets for funds with which to conduct ite
landing operations.

In July 1947, the bank sold in the United Stales $150,000,000 of
2h-yeur 3 percent bunds apd $100,000,000 of 1Q-year 23 percent
bonds. Thoss bonds were sold through over 1,760 securities dealers
in 43 Stetes of the United Statcs, The bonds are lsted on the New
York Stock Exchange and have mads an excellsnt record in the feca
of the adverse rarket conditions which heave preveiled during a
lerge pert of the past 2 years, The 3 percent bonde are now selling
sbova par sad the 2% percent boods are selling at par.

The bank has also sold bo the Bank for International Settlerments
the equivalent of $4,000 000 in Swiss franc bonds and has resold with
ily guaranty to banks end institutionsl investors in the United States
§22,000,000 of bonds and oolos which the bagk received lor loans
mﬂ.&&_ by it te four Dutch shipping compapies and to the Belgian
tiovernmsal.

Bonds issued by the bank and its sontingent Hatbility on securitics
guaranteed by it are generel obligations of the bank bhacked by its
entire ‘resources.  Thess includs, 1n addition to its liquid assets in
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cagh and marketable secorities, & specinl reserve fund into which is
paid the commmission of 1 porcent per year which is charged on all
all loans made or guaractesd by the hank, and if those rescurces are
‘oot aufficient t0 meet the hani’s obligations 15 can call on the 50
percent of the capilal subscriptions of its merabers, which is subject
to call only for that purpose. That 20 percent now agprecates
F6,675,300,000, of whichk 32,540 800,000 iz an obligalicn of the Tnited
Statss Government,

The bank 15 ezeentinlly a cooperative and not a profit-muaking inati-
tution. Monethelesa it is important to the cradit standing of the bank
that its operations shall not be copducled gt & Joss,  In that respect
the record of the bank has been creditabie. As of March 21, 1948, in
addition to ovwer $6,700,000 held in its specinl reserve, the bank showed
a surplus from operations of over $10,400,000. White the merpin of

vkt will nocessarily be narrower ea the bank uses more snd mors
glc;?mwed funds in its lending operations, the record ja such as to
justify the cxpectation that the bank can continne to build a satis-

factory surplus from its operations.

. 1shall now speak briefly of the bill.  As T have indiceted, e capital
structure of the hank is such that it must rely for a large part of the -
funde that it will need for its landing operations on tha privete invest-
roent markets. That I rogard as a virtue, becavase it means that, in
its lending eperations, the bank must pay due regard to the soundness
of its loans and must. be preparcd from time to time to test its cradit
in the money mavkels of the world.

For the time being, né leaat, the bank must scek most of ita loanables
funds in the Enited States market, It is, therefore, important that

.the market for the bank™ bonds in the United States should be as
broad &s posalble. The bill is intended to enoble the bank Lo brosden
the mnrkei for its bonds and to facilitele the bank's access fo that
merkel. In a sense it is ooly one part of a broad program to expand
the market for the bank’s securities.

When the bagk colnmenced aperations in June 1944, stetutory and
administretive regulations in many States governing investment L¥
cornmercisl banlks, savings banks, insurance compnnies, and fiducisrnes
did not permit them to-invest in the bank's bonds, Sinee then the
hank has suceeeded in ubt.a.iuingb!eﬁalntion or administrative rulings
in many States under which the hank’s bonds are legal for investment
by those clesses of investors. At the pressnl time tho bank's bonds
s7o legal for investment by commercisl banks in 44 States and the
District of Columbia, for savinge hanks in 27 Stales and the District
of Colombis, for inguranee nompanies in 35 States, and for trust fundr
in 31 States and the District of Columbia. Under o ruling of the
Comptroller of the Curvency national banks can purchase the bank’s
honds up te 10 percent of their capital and surplus, and the bonds are
sligibie as secnrity for United States Government deposits.

%}ndar the National Bank Act, however, national banks are not per-
mitted to deal in the bank's bonds, although they are permitied to
desl in United States'Government bonds end bonds of States snd
municipalitics and other public agencies. The bill would amend the
Natioral Bank Act so as 1o permit national banks and State member
banks of the Federal Reserve System to deal in the bonds of the Inter-
nationsl Bank. That would not only broaden the market for the
initie! distribution of bonds y the bank but it would also be of benefit
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to investors in the bank’s bonds because it would osnabie pationsl
banks and other member benks of the Federal Ressrve System to
maintain the merket m the bonds, which would be a stebilizing infu-
ence on the market for the bords.

At the prosent time the market for the bank’s boads is very narmdw
and gny substantial offering of ot bid for the bonds resultz in sub-
stential fluctuations in prices. If the natiohal banks and-other mem-
ber banks of the Federal Resorve Systein could teke m position in the
bank’s boads it would broaden therr market.snd tend to diminish
the axtent of thn Auctustions in their prices.

Moreover, there are two generul categories of bonds which are
dealt in on the American market, One category includes United
States (rovernmeant, Stata, and micnicipal bonds, which sre axempt
{rom tha Securitins Acts, except for-tha fraud provisions, und which
are dealt in r]‘prmtlsu‘l]y by ba and dealers Wil.u specialize n those
securities.  Tha other category includes boods of private coiporations,
which are not esempt from the Securities Acts and which are dealt
in primarily by dealers whe ‘&b oot specialize in Government bonds.
The bank’s bonds are more akin to bonds of the first category and st
the predent time théy are deelt in primarily by dealsrs who specielize
in bonds of that celegory. Thé benk belioves, thermfore, that its
tends should be given the same exemnptions from the Securities Acts
It;hat'-:l:.ru given to United States Government, State, ond municipal

onds.

Tha netural market for the bank's bobds is the same a8 the merket
for Government and municipal bonds. At the prasent time the bank
is handicapped in distributing ite bondy in that market both because
the banks ¢capnot deasl in ths bank's bonds and boceuse deslers in
Govethment and menicipal bonds are not accustomed to deal in
seculitiea which are enhbjoet to the seéeurities acls and are, thersfore,
reluctant to deal in the bank's bonds for their own occount.

“This bill would remove that handicap without impairing the pro-
tection of mmrestors. Under the Articles of Apresment of the bank
and the Bretton Woeodsz Agreemenis Act the hank cannot esll sscuri-
ties in the United -Siates without the approwsl of the National Ad-
visory Council. The United States representative on the Board of
Executive Dhractors of the bank keeps the Couneil infoimed of ita
operations. If ab eny lihe the Uouncil considers that the sele of
, sacurities by the baok in the Uriied States would be contrary to the
public intersst or the interests of Ameriean investors, it can refusa
to aﬁpmm the sale. ' : '
. The Securitiss and Exc¢ Cornmission has #n sbserver oa tha
Nafional Advisory Council who i slao & member of the staff of the
Council. The Commission 13 thus kept informed of any applications
by the bank for approval of the sale of its sacurities 1 the Unitad
States and the Commission cgn throuph its observer consult with
and advise the MNatione) Advisory Council.on all such applications,
.- Uider the bill the S8erurtiies and Exchange Comngission could re-
quite the bank td file with the Commission such apnual and other
raporis with regacd to ecurities issued or fulmmtmd by the bank ua
the Commissicn -deemasd approphete and nece i the public
interest of the iuterest of investors. The Commission can thus be
fully informed with rigard to sales of securities by the bank and, if
the Commiizaibn should Bave roason to baliava that the sele of sacari-

PIE1E—4E——A '
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ties by the bank would be cont td the poblic interest or the
interests of inveslors, it conld, if it found # o ts do ag efter
consulling the bank and the Nationsl Advisory Counci, exercise
the power given ta it under section 3 of the hill to suspend-the etemp-
tion of the bank's securities from the securities aets. Thos the
Sacurities end Exchange Comimission would still have ample power
ko require a full diselosure of the fects in conneetion with any szle of
the bank’s securities in the United States and to prevent eny sbuse
of the exemptions by the bank, . - S ;

Lazt but net leest, the batk is an internatiooal inatitution, havieg
on its board of axecutive directors ropresentatives of its 48 member
governments, It is not ap inatitution orpanized for private profit
and its internetiona! charscter requires that it give the fullest prac-
tieshle Fu_hliu:itjr to its operations. - This it does through monual and
Ehuurtrur finencisl reports and releascs to the press.” The record of

e back's operations in the past 3 years is sdequalé assuranss that
investors in ite sacurities wiﬁneim full and securate information
&8 to its finsneial conditinn and its operations:  Any pther sssumption
would he unrealistic in the extresme, And should there be in the
futnre any adverse change in the policies of the bank ir that regand,
tha Bacurities end Edemlga (Commnizsion could suspend the sxemptions
granted by the proposed legislation. : :

As the committes knows, I have resigned the presidspey of the
bank to take effect on or before July I and Mr. Engene Black has been
appointed 1o succeed me, He has been the United States oxecuiive

- director of the bank for the past 2 years snd during that period has
advised the bank in connection with the sele of its securitzes. I am
eonfident thet vnder bis leedership the bank will continua the progress
which it has made in the past 2 years and that it policies and priletices
in selling sccurities will be sound and in the best interests of the
Unitod States end of investors. I sincerely hope that the Congress
will Bee Gt to assist My, Black in the important task which Lies hefare
him by passing thia Lill. '

Mr. MeCloy i3 bere now, .

Mr. McCrov. I apologize for being late.

The Cuatrsan. Mr, McClay, ars the investment bankers opposed
to this Iegislation, as far as.you know! : _

Mr. MoCray. Dur information is that the investment benkers are
not opposed to this legisiation. There was some discussion abeut,
whether wo should ask for authority for nsiional banks not only in
regard to the bonds which the Internetional Bank jssues, hat also in

. Tegard {0 gnaranteed securities which would be sold cut of our port-
Eﬁq, We eliminated the latter from the amendment to the Nationsl

Banic Act. They said they are In fevor of the bilk. ) _

The CEAIRMAN, The mvesiment hanks would participate in these
bonds you silocated (o the various instibutions?

Mr. MoCrov. Yes; we would propose to sell our bends; with some
modifications, primarily as we have sold the bonds before. T think
the pricr atatement indicated we used the denlers to pn extent which
bas boen unexampled befors, We bad over 1,700 in the transaction.

The CEaxtman. [?o you want the bill passed as it is introduced?
Do you have any amendmants? - - _

' I&}:' MeCror, We have given it & pood deal of thought. I wonld

like to have ib passed in-the form in whieh ik is mow. -1 thinl it s an

Importank piece of legislation. . SR
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Mr. Woccorr, Mr. Chairman,

The Casianan. Mr, Walcotl.

MMEL. Worcorr. I believe I should have asked this queslion of Mr.

artia. .

. Can the Open Market Clommittee compel national baoks to invest.
in vour bank's bonds? :

Mr. McCror. Ne; it cannoi compel them.

The Cuarryaw, Any further questions?

Mr. Tarre. Mr, Chairman.

The Caammay, Mr. Talle,

Mr. Tarre, This locks like a very good report, Mr, McCloy., 1
think somebody should say it, end T am glad to say it. I believe our
country was well served by our chairman, Mr. Spence, and by the
ranking Eepublican member, Mr. Walcott, when they met at Bratton.

- Woods, N. H., in 1944, and proceeded to do something about & werld

benk. I wes here for every moment of the prelonged heariags held
subsequently on the Pretton Woods agreciments. We did our job
with great cere.  We heard testimony from such distinguished bankers
and sconomisis as H. Readolph Rurgess, Prof. Kemmerer and. Prof.
0. M. W. Spragus, and many more. 1 think a numbor of os were
genuinely concerned ehout 6 new and complicated arrengoment which
involved international policy and sc much money. 1 decided to go-
along with it. . '

1o my spsach iu tha Heuse I said the success of a bank depends,
first of all, on ils management. T gather frow this report the mana
ment has been good.  There were only 18 voles cast apainst the Eﬂuln
in the House. [ think thatisa tribute to Mr. Spence and Mr. Wolcott.

You said you bave $745 000,000 in dollars and other currencies
which you have aveilable for making loens. Then you say you have
commitments in the amount of $650,000,060. Thai would leave only
$55,000,000 available to you. [Is thet right? '

Mr. McCroy. Together with the horrowing which we have done,
wa bave about $375,000,000 nvailable for loony et the moment. Thet
would, of course, taks inlo &ccount the proceeds of the last bond
issue which we gold, if you consider that.

Mr. Tarie. Will you tell me something aboui the Bank of Inter-
natioual Settlementa? '

Mr. McCuay, That has nothing whatever to do with ourinstitution,
They purchased some securitiez of ours which T am told they have
since disposed of in their normel operations. We sold §4,000.000 to-
the Bank of International Scitlements. 1 em told they have Tedis-
tributed the bonds. , ' ,

Mr. Taire. I axpeeted that hank to go oub of existenee when the
Brelton Wouds a%memanta wers adopted.

Mr. McCroy, Its oparations are somewhaf limited by funds, It
engages in & nomber of short-term opermtions. 1t continues in
exizstence largely becavse of the exchanpe of infermation it provides
among the centrzl bankers that meet there el quarterly periods
throughout the yesr. They felt that that was a highly desirable
forum in whirh t6 discuss their various problems. [ think ihat that,
as tmuch as any othcr consideration, has esused its continuous.
operation.
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Mr. Tarre. I noto in particular yoo said in your siatement:

_-Tha record of Lhe baok's operalions in the past 3 vedrs is adequate Asjurance
that inveators io jts seeurities wil receive full and agpurate information pe to its
fivaucul condition and its operations.

I am vory happy to have that statement, Mr. MeClay., De you
believe thasn securities wonld be satisfactory nasets for nationoal
‘banks to hola?

Mr. McCroy, 1 firmly believs they will. 1 believe they are and I
‘believe they will he. It 1= true to sey that it is unreslistic to suppose
we could operate atherwise than on & full-disclosure basis. The char-
acter of the institution, its nature, and the menner of jts orgonize-
‘tion presume thet it has fo be operated o thal menner. _ '

Mz, Kinpurn. You said “netionel” benk. This bill not only pro-

aee nabiongl banks, but State banks which are members of the

"ederal RHeserse? '

Mr. Mc{OLoy. Anyone, execept for reatrictions in State legislation,
is & prospective customer, whether they bs a8 national bank, State
heok, insursncd company, or a savings bank: This bill permits

" national hanks, however, to deal in cur escurities, :

Mr. BEineunn, It doesn’t pormit State benks which are members
o] the Federnl Rescrve?

Mr MecCrov. It does, subjact to applicable State laws in that field.

Mr. Taire. I have always looked at the Bretton Woods Apree-
iments ks the finencial side of the international sitveation, and at the
United Netions as the politicel side. It is my opinion that you have
dane a better joh than has been dons by the United Nutiopa. 1 de
oot know which is the more difficult. But both must be difficolt.
T think vou have done & very Ene job, .

Mr. McCror. You bring up & very intersting point, 1 think. This
is o international organization composed of 48 wmembers. Perhﬂ::s
the sume conditions do not prevail with us which prevail with the
United MNations, Our memEers are not entirely the same. The
Soviet Union is not & member of the bank,

Mr, Tarig. That makes a big dilfersnce. . :

Mr. Mooy, That makes seme difference, perhaps. We have a
‘number of countries who are said to afiiliate themaelves with the
policics of the Boviet Union who are members of the bank. I thibk
the main thing in connsction with the relatively smooth operetion
of this internationel organization ia that there is & great deal of work
to be dons, and it is done without the bencfit of microphones in con-
nection with the discussions. It leads to a vary objective and im-

. pertin! annlysis of the problems which come before the directora. [
think that is & very major thing about the bank. The directors and
the staff, although they are intornationsal, acquire objeclivity. They
are very loyal to the institution, as such. It is & very healthy ex-
ample of international cogperation.

Mr. Tarre. I want it understood, of egurse, that I de not want to
<riticize the Udited Nations.

Mr. McCroy. Certainly; I understand that. That is the lest
l-lu;u{p; 1 want to do. L

r. TALLE. The obly gentlemen [-know who are connected with it
.arn Mr. Austin and Mr. Jessup. I hawe the hiphest regard for bolh
of thet. I only want to say [ comumiserate with them; I know they
‘have a very difficult task to perform.
Thank you..
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Mr. Dgane. I would like to ask s question.

Page 2 of your statement indicales t?m type of activity concantrated
upon. Are thess loans made directly to eountries ar does private
enterprise enter into the picture? : ’

Mr. McChroy. We have had n number of loans made directly 4o
private entarprise.  In each such case we have to hove the puarant
of cither the gevernment or the central bank or a comparsble insti-.
tution. :

Mr. Deawk. Is thers any cooperative effort of the Heonomie Co-.
operation Admipistration with the bank?

Mr. Mclroy, Yes, We keep in cloze touch with the Feonomie
Cooperation Adminisiration., The type of aid which they repder iz
quite different from ours. When they enter into the lending field we
are andaus that they consuly with us. * Wa feel we should know what
they do, and w¢ do know. They nlso know whet we do.  As long
az that quaniity of money iz avalable uoder the Econemis Coopera-
tion Admipistralion, we are not eble to be particularly active in
Euarope. ) )

I a bank opened up oo the other side of the street which can give
monsy away or can lend i1t on easier terms, your clients are apt to
g0 acrpss the street.  Primarily and fundementaily, that is o different
thing, That i= net a bank; ours is, .

. ﬁ" Deane. Can you eouceive of this organization growing into
such proportions ss 1o becorse a substential financial influsnee in the
country’? .

Mr. MoCroy, T thipk =0, T think the extent to which we insist
un various members in the first place making o disclosure o0 us ia
very relevant., Wea then augﬂfaﬁt what we feel they should do in
order o tidy up their inandial siluation. The result of that is thal
it has » real influence in inducing financial morality and financial
stability. We express ourselves not as. one eounfry but saroea the
board as 45 countries.

M:. Dxang. 1 notice ip your statement your bonds of July 1947
were distributed and sold through [ 700 sscurity dealars in 43 States.
of the-United States. What effort is being made in Buropsan or ment-
ber nations t0 inercnze the sales of thean scounities?

. Mr, MeCLor. We have made a numhber of contacts with the pos
tential markets in Burope. There are not-too meny thel -can expory.
capital todsy, However, we have had satne very ehcoupaging talks
with sowne of them, particularly with the Dutch and Belgisns, and it is
possible if mongy conditions are right we might be able to do some-
thing in Switzerland. 1 .would imagine during the courss of this year
we might be ahle to announee the sale of an issue of bonds in Furepe.
We have already sold some from our portfolio, snd, of course, s goodly
pumber of bonds on the initial isspe were purchased by El.l_mpea,u_
buyaera, 1 baven't the figures befors me now, FEuropeins are now
in the market to & smell depres. - I was talking about & regular Euro-.
pean issue. When the situation improves we will be able to sell more.
" 'Mr, Deans, Does the United States depend upon Eurepean moem-
bers of (he bank to make the inspection or report on the loans? Or
in what way do you determina that? -

Mr. Mc(gmv. We supervise dlir own loans. We have an office in
Paris, We have missions operating around the world sll the time.
We have 8 co-valled end-use propesm ta check up on the benefifa
which have bean degved from our loans. Primarily, it is 0 insure
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that the praceeds of the loans are used for the purposes for which the
Joan was sought., We do that ourselves, and we are &lao able to call
upen the central benks of our member countries.

Mr. DEaNE. Thenk yuu.

Mr. Tazre. Mr Chairman?

The Crarruan. Mr, Talla, .

Mr. Tappe If this Bill is cia.ssed, when do you expeet to have m
publie isaus, and for how much? :
- Mr. MoCrov. I am aaked that question & great meny times, It is
a very difficuft questicn to answer, s you can imegine. It dopends
upon the peea with which the meoney which we lend is drawn. -Thet
is much slower than ona would suppose or unagine before our ex-
perience wad built up in the feld. It depends upon the number of
sound projects that can be brought Lo 8 stats of completion. I would
imagine, conmdering the smountof tish we hars on hand and the pace
at which our money is going out and the pace with which sound

rojecia are coming te us, there would be no need for a publie offering

Ee[ore the end of this year or perhaps the boginning of the next. 1t
difficult to pape that. Youor market conditions ere ajso an elemant
te be considerad.




