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Froxs Walter C. Louchheim, Jr.
Adviser on Forelpn Investasnt

SubJect:s Publis Offerings ¢f Foralgn Securities
in Relation to the Point IV Program

There 1a attached hereto Naticnal Advisory louncil
Staff Document No. 370 which incerporates a msmerandum from
the Couneil of Esonomic Advisers to the Hational Advisory
Councll with respect to the publle flotation of forelgn securdi-
tiss irn the finapcing of the Foint IV Frogram. The CEA memorsan—
din soggests that the Natiomal Bdvisory Connell ask the Secoritlas
ard Exchenge Cammission to study the aubject and report to the
Council on it. The memoranduom hes been cireculated to the members
of the RAC and 1t ls expected that at an approprlate time 4t will
be made the subject of a atudy by a working group for action.
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EXECUTIVE CFYICE OF TEE PRESIDENT
Council of Zeenomic Advissre

Waskington 25, Di O

Gotober 10, 1949

Tay Mr, DPlllon Fopdinning, Secratary,
Yational Advlecory Qouncil

Prom; Walter 5, Salant
Sublectt Publle Offerings of Forsizm Securities

. In connection with the investment agpocte of tho Point
Tour Program the Government has placed great emphasia on the
degirabllity of ascuring private espital, This emphasie haa
Poen mlmopt ontirely upon direet investment, Tho stated resmson
for this 10 the advantagas of direet investment in previding ite
own teclnical knowledge and skille, But I believe mn important
unstated resacn la the difficulty of floeting foreipgrn eacurities
in the private ceplisl marimte.

I% soema to me that diract investment hag eoriain alaar'
limltatione and that public flotation of forolgn securitien /4§
& desirable eni sassentlael part of The Point Four Frogram.

For ona thing, direet invastment 1e not likaly to malks
avellsbls any eaignificant quentity of fres dollars te underw
dovaleped countriae, Doavaluation of European eurrencies hse
mode Duropesh capital poods more competitive with Amearican
ecapltsl gocde. Inveetment of American capitsl in a form which
provides free dellara %o the uvnderdevoloped countries eould be
expoedted to result in thelr purchasing a considerable quantity
of eapital goode in Burcpe, thus contributing to Burcpe's ability
to -earn dollara, ae well as permitting the underdeveloped countries
to secura ¢Apltal zoods wherc they mro chaspast,

A% tho pams time, 1f 1t wers pecasible for feraign countriaes
to aell sopuritiae to privetc invesders, moany of the projests
vhich mst be underteken by public suthoritise in tha underdavaleped
country could be financed by privete cspital hore, Thua the merse
fact thet the borrowsr wae & foraipgn povernment would not maks
it neeespary for the United 3tatee Governmont to be the lendar,.
Tha abpehce of any source of funda betwsen private direct equity
capltal end public lean capiltal will certninly impede the orogroes
of tha pragran,
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Have w2 not tended to accapt to0 readily the Aiffleoulty of
fleating foroign securitica am gomething aboeut which nothing can
ba done? Inveetigmetion might show that thie is in fact the oasa,
but I think it cught not to ke taken for granted,

I suggest that the WAC ask the Securities and Excheonge
Commiseion to go into thie subject and to report to the WAC on
jit. A4mong the thingws that occur to me as worthy of inclusicn
iy such & roport erei

{1) an anmlyais of the credit of the govermmenta of undar—
developed tcountriea in ths United Statos markete, Ingluding such
informatien &8 1t 1e poaslblo to gat concerning any rocent attampta
by foraign borrowerg to sacure funds through soourity offeringa.
Thie night be tased upon infermation obteined both from forelgn
pources and domeatic invesimont banking sources}

{2) etatoment ma to the character of the protsetion which
the American investor gete through 5EC requirsments, ae compared
with the protection ha gete in connectlon with domestlc socurltlies;

{3) & comperleon gf the information requirad by tha SEC
on publicly offersd forelgn ascurltiee &s compared to the
informatlion actuaily glven during the 1920%a;

{4) osonec statement concerning the abillty of would-te
foralgn borrowere to meet FEG informetion requirements; ond

(5) recomendationa by the SEC as to what, 1f anything,
can be done t0 improve the morket in the United Binter for
forelgn securlities,

¥o doudt many cther pointe could bo added.
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