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MEMORENDUM

Tat Chalrman Edmond M. Henrshen

From: Walter ¢. Lowuchheim, Jr,
Mviser on Farelgn Investment

Subject; letter from the Cheirmsn of the Natiopal Adviacry
Council to the President of the Senate relatlve

to legislatlive proposals on Intermational Benk
aecurities.

There ia attached hereto Naticnal Advigory Couneil
Document He. 816 te which is appended the latter of the Chalrman
of the Naticnal idvisory Ceuneil forwarding to the President
of the Senate a draft of a propesed bill embodying amendments
of the Natlonal Bank Act and the Bretton Woods Agreemants Aect,
This D111 wowld epempt from the Netlonsal Bank Act securities
1ssued by the Intermsiional Benk, and from the Securitiea icts
securltlies issued or guaranteed Ly the Bank.,

Attachment
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. Document No. BlG

April 19, 1949
MEMOEANDIM TC0: HNational Advisory Council
FROK: Secretery of the Councll

SUBJECT: Legielative Proposgls Helsting to International
Bank Securltiecs

attached for the infermetlon of Gouncdl membars iz a letter
or the sbove subjoct from the Cheirman cof the Wational Adviscry
Council to the President of the Senate. 4 edmilar letter not
reproduced was transmitted to the Speaker of the Eouse, Thero
iz elze attachod the propesed legialation for submlesion to fhe
Congrese.

Ttwpe letters were transmlitted pursuant to Actlon Ne, 328
in which the Gouncll sgresed thet sapprapriate ateps should be
taken %o pupport leglslation to amend the Natlonal Banlke Act
oo e to permit Jdemlling in eecurities 1sgued by tha Inbor-
natlonal Bank by menmbsr banke of the Federal Reserve Jyeteém
and to exerpt eecurltiss Issued or gursrantsed by the Inter—
national Bank from the Securlties Act of 1933 end the Securitilen
Exchange Act of 1934 {see also N&4C Document No. 85039).

The attmckments to this decument are unelasszified, but this
¢over pheet should be removed before any public uge ie mede of
the materlal,.
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THE SECRETARY OF TEE TNEASURY

WASEIHCTON

April 13, 19439

Sir:

Under tha Bretton Weods Agresments Aat, as amended, +the
Hationa]l Advisory Council is called upon, among othar thingas,
to make recommendations to the Congrasc as te hew the Inter-
nationa}l Eank for Reconstruction and Development may be made
more sffective and on any necezsary or desirable changes in
the Act.

Tt iz the view of the Haticnal Advisory Council that
cartain amendments to tom Bretton Tioods Apreoments Act and the
Nationael Bank Ast would Ge & desirsble scontributigon to the
affoctivoness of the Internoticnel Uanlk, particulerly with
respect to its finencing operations,

the lending activities of the International PBank depend
to 8 large extent on ites ability to reise funds in $he sacurities
marksta of the Tnitec Btates. Considsring the charecter ol the
Bank as an intearnational inseitudion, tle substantial official
participetlon of +ha United Siates in lta activities &nd direc-
ticn, and the neture of itz sscuritles, it would appear desirable
that tha Bank have availabla +¢ it avernuss of distributien for
ite securities breader thar those peraitted for off'erings of
puraly private sacurifies, To Aocompliash this objectiva,
exlsting Federal statutes nesd to bhe amendaed.

One of the prinsipal problems erises fram the fact that
slthough naticnal banks may invest in securities lssued by the
International Dank, the Uational Bank Act does not autheorize
naticnsl baaks to dasl in securities issued by the International
Bank, as thoy pressntly nay 2o in sbllgations of the United
Stetss and general obligations of any stats or eay political
subdivigion therscf, For thiz roasan the marlat in the Bank's
ocbilpations is restricted, tending 4o interferwith the marketing
operations required by the Hank if it is Yo engape in lending on
B scale appropriote te its funetionz and responsibilivies. Tnder
the clroumstancesz, the Council is of the opinion that the National
Henk Act should be smended to parmit netlonal banks o desl in
securities issusd by the International Bank
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Iwven with such an spendment to the Fetlonal Pank det,
however, o¢ne further resjrictlon wlll bheve to Yo removad
before natlonal Danks will deal aciively in securltles
ispued by the Toternationel Baak, Netlonal bania, in
nerketing federal, atate and mmnicipal pecurities, ere
desling in exempt securltles under the federal Securlties
Acte and their vhole marireting syatem is adepted to¢ dealling
cnly in such exewmpt securities, XNor that resson, securitlos
of the International Bank should be. exempted frem thoee
Acts if they are “to be deglt in by nationel banks, The
Councll recommends, therefere, that the Pretton Wooda
Aezreorents Act Be apended to make sesurities Izzued or
guaranteed by the Bank exempt gecurities under the Securltles
Acts end to provide for the reguletion of such securities
under gtanderde which are sppropriate to the narketing
aperptisng of the Bonk,

I &n enclesing a draft of a proposed bill enbodying
anendnents to the Hatlonal Bank Act and the Bretton Woods
Agrecoents Aot aleong the lines indlcated mbove, It 1a
respoctively roqueated that yeuw lay the propesed %ill before
the Senate. & simllar biil bas been transmlited to the
Spealter of the Houses of Hepregentsatives,

The Bureau of the Budget haa advised mo that the dreft
legiglation iz in eccord with the pregream of the Proegldent,

Yery truly youre

(5tzned) JOHN W, SNYDER
} Gh&irm-

Fatlonal Advieory Counell on
Internaticonal Monetary and Financlal Problens

The President

of thé Senato
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4 ZFILL
To amend the Waticnel Bank Act and the Zretion
Woods Agreements Act and for other purposes,

Be 14 epected by the Senete and Fouse cf Representatives
of the Tnlted States in Congress assembled,

That paregraph Seventh of eection B of the Watlonal Bank
Act, a2 mmended (U.3.C., title 12, see, 24), ie amended by
adding to the end therecf the folloewing new sentence: "Dhe
limitations pnd restricticne hereln contelned as to dealing in
and underwriting iovestment securities skall not apply to
obligations issusd by the Iaternaticnal Benk for Reconstruetion
and Development which are at the time eligible for purchese by
a naticnal kwank for lts own aecceunt: FProvided, Fhat no eszodlzs—~
tlon shall heold oblipgatlons iseued by sald Bank se a result of
uoderwriting, dezling, or purchesing for ite own account (and
for this purpose obligetione =5 te which 1t 1z umder commitment
shall be deemed %o be held by it) in a tetal smount eoxceeding
at pny one time 10 per cenfum of ite captisl etook sciuslly paild
iz and wnimpalred and 10 per centum of its unimpaired surpius
fund',

Seg, 2. The Eretton Woode Agreements Act, a2 amended {U.5.C.,
title 22, sece. 286-286kx), 1s amended by &dding to the end thereof
a pew gectlon to be pumbered eactlon 15 end to rosd azs follows:

"Sec, 15.{a) Any sceuritics lasued by Internetional Benk frr
Deconstruction end Develepment (including eny suaranty by the Bank,
whether or not limited in scope), and any sgeurities guaranteod
by the Benk &e to both principal amd imterest, shall be deomed to
be excmpted securitlios within the meaning of paragreph (a)(2) of
section 3 of the Aot of May 2%, 1533, a3 amended (V.Z.C., title 15,
sec, 77c), end paragraph (2){12) of section 3 of the Act of Jumo &,
1934, as agended (U.5.C,, title 15, sec., 78c). The Pank shall file
with the Securlties and Exchenge Commissicn such mannual snd other
reports with regerd to such eecurities sg the Cemmlesion shall
deternine to be pppropriste in view of the speslsl charactor of
the Pank snd 1te nperations end necesssary in the publle intersst
or far the nrotection of investors.

"{b} The reports of the Fatiomal Adviszory Council provided
for in szectlon 4(a)(6) of the Brettcn Woods Agresments Act shell
aleo cover and Inelude the effectiveness of the provislons of
section 15(a) of this Aet and the exemptilon fur securities isaued
by the Benk provided by sectlon B of the Netional Barnk Act in
facllitating the sperations of the Pank snd the extent to which
the operaticne of the Benk tay assist in financing Eurcpean
recovery and fhe reconstruction end development of the sceononie
resources of member countries of the Bepnk ard the recommondatlicns
af the. Council asg te eny mediflcesticone it mey deco desiratle in
the provisions of thls Act.?
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Sec. #. The Securities and Exchenge Cornlspion acting
in consultation with the Hatlonal Adwvlsory Council on Inter-
natiangl Monetary and Financlal Preblems 1ls suthorized to
suspend the provieions of section 15(a) of the Bretton Woods
Agreemenis Art a2t any time as %o any or all securities issued
or gusranteed Ty the Bank durlns the periced of such suspenslon.
The (omimissien suell include in its mosuel roports to Congress
such dnferaation as 1t shall deen advisable with regard to the
pperatione and effect of thie Act and In connsction therewith
ghall include pry views submitted for suck purpose hy eny
egzeoglation of deelere registored wlth the Coomigslen,




