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INTERNATIONAL BANKFOR RECONSTRUCTION AND 
DEVELOPMENT 

MONDAY, MAY 23, 1949  

~-~OUSE OF REPRESENTATIVES, 
CoM~vrs~. oN BANK~ZG AND CURRENCY, 

Washing~n, D. C. 
The committee met, pursuant to call, at 10 a. m., the Honorable Brent 

:Spence (chairman) presiding. 
Present: Messrs. Spence, Brown, Moffroney, Rains, Buchanan., 

Deane, O'Brien, McKinnon, Mitchell, O'Hara, Wolcott, Talle, 
g~lburn, Cole, and Nieholson. ': 
" The C H A I R ~ .  We shall consider It. R. 4332. 

(H.  R. 4332 is as follows:) 

[H. R. 4332, 81st Cong,, 1st seas.] 

A BILL To amendathe ~ational Bank Act and the Bretton Woods Agreements Act, and for other purposes 

Be i2 cnar2ed by the Senafe and ttause of Representa2ives o I the United S ~ e s  of 
America in Congress assembled, That  paragraph Seventh of section 8 of the Nationa~ 
Bank  Act, as amended (U. S. C., title 12, sec. 24), is amended by  adding to the  
end thereof the following new 'sentence: "The  l imitat ions and restrictions hereih 
contained as to dealing in and underwrit ing investment  securities shall no t  apply 
to obligations issued by the Internati.onal Bank for Reconstruction and Develop- 
men t  which are at  the t ime eligible for purchase by  a nat ional  bank  for its own 
account:  Provided, Tha t  no association shall hold obligations issued by said.bank 
as a result  o f  underwriting, 'dealing, o r  purchasing for its own account (and for 
this purpose obligatione as to Wldch it  is under  commltment  shall be deemed tb 
be held by  it) in a total  amount  exceeding ~t  any  one t ime lb  per centum of its 
capital stock actually paid in and unimpaired and  I0 per centum of its unimpaired 
s u ~ l u s  fund."  

~EC. 2. The Brdtton Woods Agreements Act, as amended (U. S. C ,  titie 22, 
.secs. 286-286k), is amended by adding at  the end thereof a new section to be 
numbered  section 15 and to read as follows: 

"SEc. 15. (a) Any securities issued by In terna t ional  Bank  for Reconstruct~0n~ 
and Development  (including any guaranty  by  the  bank,  whether or not  l imited 
in scope), and any  securities gnaranteed by the  bank  ks to both  principal and  
interest, shall be deemed tO .be exempted securities within the meaning of para~ 
graph (a} (2) of section B Of the Act of May  27, 1933, as amended (U. S. C., t i t le 
15, seo. 77c), and  paragraph (a) (12) of section 3 of the Act of June 6, 1934, 
auieftded (U. S. C ,  t i t le  15, sec. 78c). The bank  shall file with the Securities anil  
EXchange CommiSsion sixch annual  and  other reports with regard to such securitie~ 
as the Commission shall 'determine to be appropriate in view of the special clmrab~ 
ter of the  bank  and its operations and necessary in  the publ ic  interest or for the  
protection of inves tors . .  . . . . , . . . .  ~, 

"(b) The reports of the Natmnal  Adv~ory Council promded for m sectmn 
(a) (~) 'of t~ae B ~ t o n  Woods ~ r e e m e n ~ s  Act sh~].l al~o cover ~nd include the  
effectiveness of the provisions df section 15 (a) of this Act and the e~emption for 
securities issued by  the bank  provided by  section 8 of the National  .B~nk Act it) 
facilitating the operations of the bank a n d  the ex ten t  to w.hich t h e  operatio.ns of 
:t,~e ba~k ~ k ~ S t  in fi~iancffig E ~ r o i ~ n  rec~Svery a n d t h e  t~onstru~ ' t ion e, nd  

• dev~lo~fiaent of .the 'ecoi!oinic i~e~. "urc~s of/nembe.r cgttn'tries of ~he bank  and  ~h~ . 
inreC°mmdndati~ns' the provisions o~Pf""th~this AC°Un~dc~.'" as to• any  modifications i t  fl~ay deem de~ir~ble 
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2 INTERNATIONAL BANK FOR RECONSTRUCTION 

S~.c. 3, The Securities and Exchange Commission acting in consultation with 
the National Advisory Council on International Monetary and Financial Problems 
is authorized to suspend the provisions of section 15 (a) of the Bretton Woods 
Agreements Act at any time as to any or all securities issued or guaranteed by the 
bank during the period of such suspensio'n, The Commission shah include in its 
annual rePorts to Congress such information as it shall deem advisable with regard 
to the.operations and effect of this Act and in connection therewith shall include 
any v~ews submitted for such purpose by any association of dealers registered 
with the Commission. "~ 

The CHAIRMAN. We shall hear first from Mr. Martin. 

STATEMENT OF HON. WILLIAM McCHESNEY MARTIN, JR., 
ASSIS. TANT SECRETARY OF THE TREASURY 

Secretary M~RTXN. Mr. Chairman and members of the committee, 
I am appearing before your committee on behalf of the National 
Advisory~Council on International Monetary and Financial Problems 
to present its views on H. R .  4332, which the  committee is about  to 
consider. The bill would amend the National Bank Act t o p e r m i t  : 
,national b..nk.q to deal:in t h e  bonds o f  the International  Bank;  and 
..would, by  amendment to the Bretton Woods agreements acts, exemp~ ! 
securities issued or guaranteed by  the, International Bank  from the ~ 

rovisions of the securities acts. The National Advisory CounCil 
as given serious consideration to the proposed legislation and believes 

that  it should be enacted. 
With your permi~ion, I would like to address myself to the policy 

considerations underlying the National Advisory CouhciFs suppor t  
of the pending legislation. In  the opinion of the National Advisory 
Council, the International Bank for Reconstruction and Development 
.will have an increasingly important role in the future development 
of the international capital market. I t  seems clear that, to the 
extent that  economic and political conditions abroad permit the bank 
to assure0 greater responsibility in financing reconstruction and 
development, it is in the interest of the Uni ted  States to .encourage 
,the bank to assume that responsibility. 

During the next few years, it is hoped that many more nations 
will be in a position to apply for loans to finance, projects and programs 
consistent with the purposes of the bank. The continued effective- 
hess of the International Bank will depend upon its ab i l i t y to  meet 
these requests. To do this, the bank will have to raise additional 
funds in the securities market  of the United States. 

I t  is the opinion bf the National Advisory Council that  t he  enact- 
ment  of H. R. 4332 would facilitate the widespread distribution in 
the United States of securities issued or guaranteed by  the Inter- 
national Bank. For a detailed analysis of the structure and Operations 
of the International Bank, particularly with respect- to the  effect 
tha t  the proposed legislation would have on its fnarketing operations, 
I will defer to the representatives of the bank who will appear before 
you. 

However; if I may  I would  lille to touch briefly Upon one of the 
principal  problems which will be remedied if the proposed legislation 
is enacted. 

At  the present time, although national banks may invest in securities 
issued by  the Internatmnal Bank, they  are not authorized under th 
,National Bank Act to deal in such securities. The proposed legisla~ 

J .  



INTERNATIONAL BANK F0R RECONSTRUCTION 3 

tion would remove this legal disability by amending the Nationhl 
Bank Act to permit national banks to deal in securities issued by the 
International Bank. 

Both the International Bank and the National Advisory Council 
believe that in order that this permission may be  really effective in 
broadening the market for the bank's securities they should be 
exempted from the Securities Acts. The reafion is that the whole 
marketing system of national banks is geared to deal only in securities 
which are exempt from the Federal Securities Acts, mainly Federal; 
State, and municipal securities; and it is not adapted to meet the 
various requirements perta'min~ to securities subject to those acts. 
The proposed legislation would meet this practical difficulty by 
amending the Bretton Woods Agreements Act to make the securities 
issued or guaranteed by the International Bank exempt securities 
under the Securities Acts. "' 

In. connection with the enactment of the proposed legislation, care- 
ful thought has been given to the position of investors in the United 
States. I believe that the unique characteristics of the securities of 
the International Bank and the nature of the safeguards provided in 
the proposed legislation constitute ample protection. 
• Mr. BROWN. Why not give- Sta~e banks the same opportunity 
given to national banks? 

Secretary MARTIN. Was consideration given to State banks? 
Mr. LUXFORD (Assistant General Counsel, International Bank for 

Reconstruction Development). Under the bill as it is presently 
worded, authorization to deal in securities issued by the Interna- 
tional Bank is confined to national banks and State member banks 
of the ~*ederal Reserve System. State banks are controlled by State 
laws, and the States can take such action as they see fit. As a matter 
of fact, about 45 States have authorized investment in International 
Banlr securities by State banks. I t  would be a matter of each juris- 
diction to decide whether or not they wanted to authorizeState banks 

t o  deal in such securities. 
Mr. BROWN. It  is left to the States? 
Mr. LUXFORD. If State banks are members of the Federal Reserve 

• System, they may still be subject to applicable State laws. 
The OHXIRMAN. You may proceed, Mr. Martin. 

• Mr. WOLCOTT. Just a moment, please, before you go ahead. Why. 
do you qualify it by saying they must be qualified by the Federal 
Reserve? 

Mr. LUXFORD. That i s  all this legislation would cover if the law 
were changed. I t  only affects national banks and State member 
"banks of the Federal Reserve System. State banks, which are no~ 
members of the Federal Reserve System, would not be affected by 
this bill. That would have to be done by the Sta~ law. 
• Secretary MARTIN. I t  should be noted that by virtue of the large 
subscription of the" United States in the shares of the International 
Bank, there is a correspondingly large official participation by the 
United States in :the direction of the bank. Under the guidance o'f 
'the National Advisol T Council, the united States Executive D~eet0~, 
who holds approximately one-third of the total votes of the bank's 
:Executive Board, directs his activities t~ effectuating the Unite~l 
States policy of making the bank a sound, strong, effective ins.tru- 
mentality for financing appropriate projects for reconstruction anal 

I 
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development. In this connection, it may be noted that the Interna- 
*ional Bank may not sell its securities in this country without Obtain- 
ing the prior consent of the National Advisory Gouncil~ nor can the 
~b~k- buy or-deal in  its~ecurities without that ~nsent.  
. I t  should also be borne in mind that the securities of the Inter- 
mational Bank are backed by the joint obligation of some 48 nations, 
each of which is severally liable up to the full amount of its subscrip- 
tion. A nation which might otherwise be tempted to default on a 
particular foreign ob!~ation might well be deterred from such acti0n 
~y  the knowl6dge thKt a default to the International Bank is simul- 
.taneously a default with respect to 47 other nations upon whom the 
.burden of meeting prorated subscription calls would fall. 

Adverting to the protection the United States investor enjoys with 
xespect to foreign securities which are not exempted from the Securities 
Acts, it may be appropriate to note that the essence of this protection 
is the requirement for full and fair disclosur.e of pertinent information. 
The Securities and Exchange Commission does not make a determina- 
tion as to the worth of a security offered for sale. I t  is not the function 
of the Commission to approve or disapprove any sale of securities so 
long as the facts• concerning the securities are fully stated. 

With respect to the International. Bank, it may be stated that 
through its quarterly and annu'al reports and other statements, it 
makes a full disclosure to the public of all its activities. Moreover, 
under the .proposed legislation, the bank would be required to file 
.w~th the Securities and Exchange Commission such annual and other 
reports with regard to its securities as the Commission shall determine 
to  be appropriate, l~inally, if the Securities and Exchange Corn- 
.mission should at any time be of the opinion that the interest of the 
United States investor requires that the securities in the Inter- 
national Bank be subjected to the Securities Acts, the Commission 
may, in consultation with the National Advisory Council, suspend 
:the exemption granted under the proposed legislation. 
• In my opinion, the enactment of the proposed legislation will 

further the interest the United States has in the continued effective 
.operation of the International Bank without prejudicing the rights, of 
United States investors. I therefore recommend favorable action on 
the bill under consideration. 

The CHAIRMAN. What is the attitude of the independent dealers 
~u regard ~o this? " 

Secretary MX~TIN. I understand they are perfectly satisfied with 
this bill. Mr. Chairman. 
• The 0~AIRMAN. Do you feel it is essential the International Bank 
have this proposed legislation in order to float the securities satis- 
factorily? 

Secretary MARTIN. Yes; I do. 
Mr. D~.ANE. Why were the exemptions opposed in the original 

Bretton Woods Agreement Act? 
• Secretary .MAaTI~. I imagine at that time Congress was considering 
the bank in a general way. They had no specific experiences with 
securities of this type. I do not think there was any desire to do 
anything in writing the legislation other than to confor.m with what 
they thought was general practice at the time. Now that there has 
been experience with the bonds of the bank, I think it is realized 
,that the exemptions are desirable. 
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Mr. DEANE. DO yOU thinkthis  wiI1 offer more competition in the 
market? 

Secretary MARTIN. I t  will, hi my  judgment, make a better market 
iu t h e  securities, both from the standpoint of the banker and the 
investor. 

Mr. D~,ANE. That  is all, Mr. Chairman. 
Mr. O'BmEN. Mr. Chairman. 
The CHAIRMAN. Mr. O'Brien. 
Mr. O'BmEN. What  is the present status of loans made by the 

International Bank for reconstruction development? Have any 
borrowers defaulted on loans? 

Secretary MARTIN. I would rather have Mr. McCloy answer 
specific questions on the operations of the bank. We have no indi- 
cation of any defaults. " 

Mr. O'BmEN. What is the extent of the loans they have made? 
Mr. LVXFORD. About $650,000,000. 
T h e  C~AmMAN. Are those loans made to the governmdnt of 

individuals? 
Secretary MARTIN. They are made, principally, to governmenp. 

The Articles of Agreement of the Internat ionalBank require there be 
at least a government guaranty. " 

Mr. O'Bmv.N. No government has sofar  defaulted? 
Secretary MARTIN. No. 
Mr. McKINNON. Some years ago we passed a law separating 

investment activities from-commercial banking. Isn' t  there in effect 
a law which prohibits national banks from dealing in securities? 

Secretary MAnTIN. That  is correct. 
Mr. MCKINNON. What was the purpose of that?- 
Secretary MARTIN. I personally think that was a good law. I 

think these particular securities are unique and have much  the same 
characteristics as State and municipal securities with respect to which 
national banks always have had authority to deal .  . : ~ 

Therefore, there is no necessity to have them divorced completely 
from the commercial banks the way you Would the .ge~e~a! .run of 
corporate securities. : 

Mr. McKINNON. What  is the difference between a loan thi~ bank 
may make and an issue the House of Morgan may  set up? 

Secretary MXRTIN. I do not think there is any domestic corporation 
whose securities you could compare to the International Bank securi- 
ties. I think they are more comparable to State andFedera l  securities 
than to American Telephone, for example. Tha t  is a well-known 
high-grade American issue. I personally would not want to see:that 
law repealed, but I think the proposed exception is warranted. 

Mr. McKINNON. We enabled an exception in Federal Housing 
which allows the banlcs to go into that f ield. .  Now, we are taking 
steps in the direction of washing away the general principle.- , = 

Secretary MARTIN. There may have been some steps taken in that  
direction, but I think they are limited to  special classes of securities. 
in which there is, a broad public interest.. 

Mr. MCKINNON. That  is all. 
Mr. NICHOLSON. Mr. Chairman. 
The CHAmr~AN. Mr. Nicholsoa, 
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Mr. NIcHoLsoN. M y  understanding was that this bank was created 
to build up the industries in several countries and to loan money for 
that  purpose. 

Secre ta~  MAR~N. I t  wascreated for reconstruction and develop- 
ment; : ~ ,  sir. - 
• Mr. ±~ ICHOLSO~. How much money is available for that  bank now? 

Secretary MARTIN. I think the uncommitted fuuds for the bank 
are in the neighborhood of $400,000,000. In  the future the bank " 
must  derive its new dollar funds by  the sale of securities. 

Mr. NICHOLSO~. How many have they sold? 
Secretary MARTIN. About $250,000,~}00. 
Mr. NIC~OLSO~. They loaned $650,000,000? 
Secretary MARTIN. The difference came from the initial subscrip- 

tion, you see. 
Mr. NICHOLSON. How much is the subscription? 
Secretary MARTIN. About $8,000,000,000; the paid-in subscription 

is about  $2,000,000,000. 
Mr. NICHOLSON. "YOU say this money is all loaned to countries and 

not to industries? 
Secretary MARTIN. I do not mean it was all loaned to countries. 

I mean the bulk of i't is. I would say the largest loan the b a n k h a s  
made to date was to France. The bank's charter requires a govern- 
ment guaranty. I think the bank has been tending more toward 
loans of the type of the Brazilian Light & Power loan where there is 
• a guaranty, but  the loan is specifically for the company. 

Mr.  NICHOLSON. That  is all. 
I ask a Mr. MrrCH~LT.. May  Mltchellquestion? 

The CHAIRMAN. Mr. " 
Mr. MITCH~a.L. YOU mentioned the Brazilian loan. What  effect 

does the Brazilian loan  have on the dollar exchange available to 
Brazil? 

Secretary M~aTIN. I t  improves their dollar position. 
Mr. MITCHV.LL. I t  improves their position? 
Secretary MxRTII~. Yes. 
Mr. MITCHELL. That  is the general effect of the loan of the Inter- 

- national Bank? 
Secretary MARTIN. That  is right. 
Mr. MITCHELL. That  is all. 
Mr. D~.x~.. You say [reading]: 
Finally, if the Securities and Exchange Commission should at any time be of the 

opinion that the "interest of the United States investor requires that the securities 
in the International Bank be subjected to the Securities Acts, .the Commi~ion 
may, in consultation with the-National Advisory Council, suspend the exemption 
granted under the proposed legislation. 

The question I want  to ask is this: Will the Securities and Exchange 
Commission have the final word in deciding that  this exemption should 
be m~llified? 

Secretary MXRTIN. That is correct. 
M r .  LUXFOa~D. The bill gives the Securities and E.xchange Commis- 

sion the power to suspend the exemption conferred. I t  leaves it to 
the Commission's discretion. 

Secretary MARTIN. That is r ight--the Securities and Exchange 
Commission acting with the National Advisory Council. 

Mr. McKINNON. He said simply "may," not  "'shall." 
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. Mr. LUXFORD. That is true. The bill does not say the Securities 
and Exchange Commission shall suspend. I t  says the Commission 
may suspend. I t  has the discretion to suspend. I t  does not have the 
legal obligation to so act. 

Mr. WOLCOTT. Mr. Martin, you said that national banks may now 
invest irt the securities issued by the International Bank. For the 
purposes of the record, you had better clarify that. 

Secretary MARTIN. At the present time they can purchase them, I~ut 
if they resold them within a period of a year of the like they mightbe 
liable to the charge of unlawffilly dealing in such securities. It' 
means that any investment they might make in the bank's securities 
would not be as liquid as they would prefer. This hill would give 
them the opportunity to buy and sell these bonds and would improve 
their character as investments. 

Mr .  WOLCOTr. What position do the investment banks take with 
respect to that? 

Secretary ~/~ARTIN. They support it, sir. They are supporting the 
bill. 

Mr. WoLco~. I notice with respect to the National Advisory 
Council, in your statement you said: 

In this connection, i t  may be noted that the International Bank may not sell 
its securities in this country without obtaining the prior consent of the National 
Advisory Council, nor. can the bank buy or deal in its securities without that  
consent. 

I am speaking now purely from memory, but the thought occurs "to 
me that the National Advisory Council might have assumed some 
authority or arrogated some autho/'ity. The National Advisory 
Council was set up as a coordinating influence primarily for the purpose 
of preventing competition among the different agencies of the Govern- 
ment. The Nationl Advisory Council would, for example, coordinate 
the activities of the Export-Import Bank. The Council would prevent 
competition there as well as loans made by the Treasury, the Recon- 
struction Finance Corporation, and all the others. I spent a great 
deal of thought on this. I do not know whethex it has reache~] the 
point for criticism. The National Advisory Council has become an 
administrative agency of the Government going somewhat outside 
of its scope as contemplated in the Bretton Woods Agreement. 

• S6cr.~tary MARTIN. I can assure you, sir, it is'not our intention to 
go outside the scope. I thinl~ in this particular instance, section 4, 
paragraph (b) (4) of the Bretton Woods Agreen~ent Act applies. I 
will read it, if I may. 

Whenever under the articles of agreement of the fund or the articles of agreemen~ 
of .the bank, the approval, consent, or agreement' of the 'United States is r.equired 

• before an act may be done by the respective institutions, the decision whether 
such approval, consent, or agreement shall be given or reduced, shall to the extent 
such provision is no t  prohibited by section 5 of this act be made by the Council 
under the general direction of the President. No governor, executive director, 
or alternate representing the United States shall vote in favor o f - -  

The balance of the provision does not directly relate to this issue. 
Mr. WOLCOTT. I t  seems to me without specific authority on the 

part of the National Council to arrogate some of the duties imposed, 
there is an area in there in which cooperation might be in conflict 
with existing laws with respect to the marketing. 

Secretary MARTIN. The Securities and Exchange Commission is 
still the final authority .under the securities laws. 

4 
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Mr. WOLCOTT. I t  wouldn't ~e the ~final authority under this 
language if the National );dvisory Council did not give its consent; is 
that not right? - 

Mr. LUXFORD. The International Bank may not issue any security 
in the United States market without the approval of the National 
Advisory Council. The bank may not buy or sell any of its securities 
in this country without the approval of the National Advisory Council, 
If we do get the approval of the National AdvisOry Council then we 
are still subject to whatever law is applicable with respect to the 
Securities and Exchange Commission. 

Mr. WOLCOTT. The bank cannot deal- in its own securities without 
the consent of the National Advisory Council? 

Mr. LUXFORV. That is right. 
Mr. WOLCOTT. What jurisdiction has the National Advisory 

Council? 
Mr. LUXFORDI I t  is derived from the banff's articles of agreement. 

Article IV, section 8, provides that in addition to the operations 
spee'.ffied elsewhere in the agreement, the banlr shall have the power 
to buy and sellsecurities it has issued, and to buy andsell securities 
which it has guaranteed or in which it has invested provided that the 

bank  shall obtain the approval of the member in whos.e territory 
the securities are to be bought or sold. That provision, taken with the 
provision of the Bretton Woods Agreements Act, quoted by Mr. 
Martin, makes the bank's marketing operations in the United States 
subject to the veto of the National Advisory COuncil. 

Mr. MITCHELL. Why would any bond be  any different from 
aimther? They are all bonds of the International Bank. 

Secretary MARTIN. You could believe there were too many bonds 
outstanding. 

Mr. MITCHELL. There would be no difference in the bonds? In 
other words, the issue Which might affect one country would still be 
the International Bank's bond? 

Secretary MaRT~N. That is correct. 
Mr.  MITCHELL. I t  wouldn't be considered as affecting one individ- 

ual country? 
Secretary MARTIN.. No. Each individual country is given the right 

to pass on it when the sale is made in that country. 
Mr. MITCHELT.. I am just taJkSng abou t  the National Advisory 

Council's decision on the bond which comes into this country: 
• Secretary MARTIN, Right. 

Mr. MITCHET.L. I t  would be just the total number of bonds ch'cu- 
lating here? 

Secretary MARTJN. Tl4at would be one consideration. 
The CHALRMAN. If there are no further questions, you may stand 

aside. We were very glad to have your testimony. 
I understand Mr.McCloy, President of the International Bank for 

Reconstruction and Development, will testify. However, we under- 
stand he has been ,m,.voidably detained andhe  has not yet arrived. 
Mr. Luxford will read his statement. 

We are glad to have you here, Mr. Luxford. 
M r .  A~SEL LUX~ORD. I should like to state to the committee that 
Mr. McCloy received an urgent call at the very last minute which has 
delayed his arrival. H e  was expecting very definitely to be here for 
this hearing. He is still expecting to be here. I t  is just a matter of 
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time. I shall read his statement, and I am sure he will arrive in time 
for the questions. 

STATEMENT OF JOHN J. McCLOY, PRESIDENT, INTERNATIONAL 
BANK FOR RECONSTRUCTION AND DEVELOPMENT 

Mr. LUXFORD (reading). Mr. Chairmar/, I appreciate the oppor- :  
tunity to appear before this committee in my capacity as President 
of the International Bank for Reconstruction and Development. We 
in the bank look upon the House Banking and Currency Committee 
as an old friend. Both you, Mr. Chairman, and Mr. Wolcott were 
members of the United States delegation at the Bretton Woods Con- 
ference, and it was this committee that reported out the Bretton 
Woods Agreements Act pursuant to which the United States ac~pted 
membership in the bank. 

As you know, the National Advisory Council has proposed to the 
Congress legislation to  amend the Bretton Woods Agreements Act 
and the National Bank Act in order to facilitate the operations of the 
International Bank. The bill would permi.t national banks to deal in 
the bonds of the International Bank and thus broaden the market 
for the bonds. It  would also exempt securities issued or guaranteed 
by the bank from the provisions of the Securities Act of 1933 and the 
Securities Exchange Act of 1934 and thus facilitate the distribution of 
those securities. The broadening of the market for the bank's bonds- 
in these ways is important to the bank and, in my judgment, would 
be in the best interests of the United States for reasons which I shaH- 
briefly present to you. 

This committee is familiar with the organization and purposes of 
the International Bank. It  has been in existence now for n_early 3~ 
years. I t  has 48 member countries, including most of the important 
countries of the world. Of the countries not participating i n t h e  
Bretton Woods Conference, Russia is 'the notable exception. Some 
countries not represented at Bretton Woods--Austria, Finland~ 
Italy, Lebanon, Syria, Siam, and Turkey--have also become membem. 

T h e  bank has proved itself to be an effective instnnnent of:iiiter- 
• national cooperation. The Board of Executive Directors of the bank 

is now composed of 14 members all of different nationalities but all 
i of whom display the same objectivity and soundness of approach in 

dea!'mg with the questions of policy which are presented to them. I t  
has an international staff composed of 22 nationalities, which functions 

i with great objectivity and soundness of approach to the problems 
which arise in connection with the bank's lending operations, t have 
found the 2 yearswhieh I have silent at the bank a heartening .expe- 
rience in the field of international cooperation and I can assure you 
that the Executive Directors and the administrative staff of the bank 
are fully conscious of their great responsibilities both to its members 
and to-those who invest in its securities. I am satisfied that the ad- 
ministration of the bank is efficient and entirely capable of discharging 
those responsibilities. 

To date  the bank has made or is committed to make loans in the 
amount of about $650,000,000. In the spring and summer of 1947 
it made a series of four European loans---to France, the Netherlands, 
Denmark and Luxemburg--aggregatin, g $497,000,000. These loans 
came at a time, prior to the inauguration of the European recovery 
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program, when European resources of dollar exchange had fallen to 
dangerously low levels and credits from the United States and other 
sources had largely been exhausted. By assisting the borrowing 
countries in sustaining for a period the necessary volume of essential 
imports, the bank's loans helped to prevent a disastrous drop in 
production, if not economic and pohtical chaos. Among other things 
the proceeds of the loans were used to purchase steel mill equipment, 
~ailroad and merchant marine equipment, commercial aviation equip- 
ment, tractors, river barges,, agricultura~ equipment, machine tools, 
textile machinery, 'chemicals and cotton, coal and fuel oil for industrial 
u s e .  • • 

• .Since 1947 the bank has concentratod its activities largely in'the 
development field~ a field which is likely to absorb progressively more 
attention from the bank. To date the bank has made loans in this 
field aggregating about $150,000,000 to assist in financing the develop- 
ment of  hydroelectric power and agricultural production in Chile, the 
purchase of cargo vessels by four Netherlands shipping companies, 
the development of electric power in Mexico, the expansion of hydro- 
electric power facilities and telephone installations in Brazil, and the 
installation of steel-rolling "and blooming mills and an electric .power 
plant in Belgium. 

Progress in the development field is necessarily slow. I t  takes a 
great deal of time and work to bring a development project to the 
point where it is ready, for financing. Furthermore, there is a limit 
to the speed with which the less developed countries can effectively 
absorb new capital for development purposes. 
• The progress of the bank cannot be measured solely by the amount 
of the loans which it has made. A great deal of progress has also 
been made in assisting countries to prepare projects for financing. 

The bank now has under consideration projects in more than 21 
member countries. These projects include power development, the 
development of transportation and communication facilities, irriga- 
tion, reclamation, and other agricultural projects, shipbuilding, 
migration programs, and industrial, and mining development. Many 
member countries of the bank are eager to develop their economic 
resources, but they often lack the technical persom~el and knowledge 
to formulate weli-planned and economically feasible programs, of 
development. T]]ey need technical assistance., as much as they need 
financial assistance. They are coming more and more, therefore, t~) 
look to the bank for help'in determining what projects they should 
put forward for financing in mapping out an appropriate" over-all 
pattern for their economic growth, and in formulating tbe economic 
and fiscal measures necessary to put their economies on a stronger 
and more stable basis. This imposes a heavy responsibility on the 
staff of the bank, but it is one which I believe we must assume if we 
want to assure that our funds are wisely invested in practical, produc- 
tive projects. 

Not only is the bank eal]ed upon to play an increasingly important 
role in the selection and prep aration of development. . pro'ects] for finan- 
cog  , but under its Articles of Agreement it exercLses careful super- 
msmn over the use of the proceeds of its loans. The borrower is 
permitted to withdraw funds only to meet expenses for the purposes 
of the loan and must satisfy the bank that the funds will be used only 
for those purposes. To that And the bank requires the borrower to 
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submit documentary evidence of payment, delivery, and shipment. 
The bank also checks on the use of the equipment and materials 
purchased with the proceeds 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 to maintain close relations with 
its borrowers and to consult with them whenever problems arise which 
may affect the purposes for which the loan was ~ranted. In other 
words, the bank is exercising great care to avoid the mistakes which 
often attended international lending in the past. 

The bank is more than a lending institution. As a cooperative 
international organization, its only purpose is to help its member 
countries to reconstruct and develop their economies along sound 
lines with sound financing, by providing technical assistance and 
advice and stimulating the resumption of private international in- 
vestment. The bank's member nationals know that our insistence 
upon practical, productive projects and upon the adoption of sound 

economic policies derives solely fl~)m our desire to assist them and not 
from any desire to exploit their resources. They accept our advice, 
because they recognize it to be objective, nonpolitical, and without 
selfish motivation. Indeed, it is this characteristic of the bank, as 
much as any other, which in my judgment gives the bank its unique 
opportunity to be of service. 

Now I shall briefly explain why it is so important for the bank to 
maintain a broad market for its bonds. Only a small part of the 
subscribed capital of the bank can be used by it in the making of 
loans. Two percent of the capital is paid in gold or United States 
dollars and 18 percent is paid in the local currencies of the members 
and can be used in the making of loans only with their approval. 

"The remaining 80 percent of the subscribed capital of the bank cannot 
be used in the making of loans, but can only be called, when needed to 
meet obligations of the bank on its borrowing or guaranties. That 
means that, down to date, the bank has had available out of its capit~l 
for u se in  the making of loans only about $745,000,000 in dollars or 
other currencies. 

I t  also means that in the future the bank will have to look more and 
more to the investment markets for funds with which to conduct its 
lending operations. 
• In  July 1947, the bank sold in the United States $150,000,000 of 

25-year  3 percent bonds and $100,000,000 of 10-year 2~ percent 
'bonds. Those bonds were sotd through over 1,700 securities dealers 
in 43 States of the United States. The bonds are listed on the New 
York Stock Exchange and have made an excellent record in the face 
of the adverse market  conditions which have prevailed during, a 
large part of the past 2 years. The 3 percent bonds are now selling 
above par and the 2~ percent bonds are selling at par. 

The bank has also sold to the Bank for International Settlements 
the equivalent of $4,000,000 in Swiss franc bonds and has resold with 
its guaranty to banks and institutional investors in the United States 
$28,000,000 of  bonds and notes which the bank received for loans 
made by it to four Dutch shipping companies and to the Belgian 
Government. 

Bonds issued by the bank and its contingent liability on securities 
guaranteed by it are general obligations of the bank backed by its 
entire :resources. These include, in addition to i ts liquid assets .in 



•12 "INTER~NATIONAL BANK. F0il RECONSTRUCTION 

cash and marketable securities, a special reserve fund into Which is 
paid the commission of 1 percent per year which is charged on all 
all loans made  or guaranteed by the bank, and if those resources are 
n o t  sufficient to meet the bank's obligations it can call on the 80 
percent  of the capital subscriptions of its members, which is subject 
to call only for that purpose. That  80 percent now aggregates 
$6,678,800i000, ef-which $2,540,000;000 is an obligation of the United 
States Government. 

T h e b a n k  is essentially a cooperative and not a profit-makiug insti- 
tution. Nonetheless it is important to the credit standing of the bank 
that  its operations shall not be conducted at a loss. In  that  respect 
the record of the bank has been creditable. As of March 31, 1949, in 
addit ion to over $6,700,000 held in its special reserve, the bank showed 
• a surplus from operations of over $10,400,000. While the margin of 
profit ~ l l  necessarily be narrower as the bank uses more and more 
borrowed funds in its lending operations, the record is such as to 
justify the expectation that the  bank can continue to build a satis- 
factory surplus from its operations. 

I shall now speak briefly of the bill: As I have indicated, the capital 
.structure of the bank is such that it must rely for a large part  of  the • 
funds that  it will need for its lending operations on the private invest- 
m e n t  markets. That  I regard as a virtue, because it means that, in 
its lending operations, the bank must pay .due regard to the soundness 
of its loans and must  be prepared from time to time to test its credit 
in the money markets of the world. 

For the time being, at least, the bank must seek most of its loanable 
funds in the United States market. I t  is, therefore, important  that 

• the market  for the bank's bonds in the United States should be as 
broad as possible. The bill is intended to enable the bank to broaden 
the market  for its bonds and to facilitate the bank's access to that 
market.  In  a sense it is only one part of a broad program to expand 
the market  for the bank's securities. 

When the bank commenced operations in June 1946,. s tatutory and 
administrative regulations in many States governing investment by 
commercial banks, savings banlcR, insurance companms, and fiduciaries 
did not  permit them to-invest in the bank's bonds. Since then the 
bank has succeeded in obtaining legislation or administrat.ive rulings 
in many  States under which the bank's bonds are legal for investment 
by  those classes of investors. At  the present time the bank's bonds 
are legal for investment by commercial banlrs in 44 States and the 
.District of Columbia, for sayings banks in 27 States and the District 
~f Columbia, for insurance companies in 35 States, and for trust funds 
in 31 States and the District of Columbia. Under a ruling of the 
Comptroller of the Currency national banks can purchase the bank's 
bonds up to 10 percent of their capital and surplus, and the bonds are 
eligible as security for United States Government deposits. 

• Under• the National Bank Act, however, national banks are not  per- 
mitred to deal in the bank's bonds, although they are permitted to 
deal in United States 'Government bonds and bonds of States and 
municipalities and other public a~eneies. The bill would amend the 
National Bank Act so as to permit national banks and State member 
banks of the Federal Reserve System to deal in the bonds of the Inter- 
national Bank. That  would not only broaden the market  for the 
initial distribution of bondsby the bank but it would also be of benefit 
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to investors in the bank's bonds bebause it would, enable national 
banks and other member banks 6f the Federal Reserve S~stem to 
maintain the market in the bonds, which would be a stabilizmg influ- 
ence.on the market for the bonds. 

At the present thno the market for the bank's bonds is very narrew 
and any substantial offering of or bid for the bonds results in sub~ 
stantial fluctuations in prices. If the national banks and-o'ther mem- 
ber banks of the Federal Reserve System could take a position in the 
bank's bonds it would broaden their .market and tend to diminish 
the extent of the fluctuations in their prices. 

Moreover, there are two general categories of bonds which are 
dealt in on the American market. One category includes United 
States Government, State, and municipal bonds, which are exemp.t 
from the Securities Acts, except f o r t  he fraud provisions, and which 
are dealt in primarily by banks and dealers Who specia]i~.e in those 
securities. The other category includes bonds of private corporations, 
which are not exempt from the  Securities Acts and which are dealt 
in primarily by dealers .who ~ not"specializo in Government bonds~ 
The bank'S bonds are more akin to bonds of the first category and at 
the pre~ent time they are dealt in primarily by dealers who specialize 
in bonds of that category. Th6 bank believes, therefore, that its 
bonds should be given the same exemptions from the Securities Acts 
that are given to Uni~d States Government, State, and municipal 
bonds. 

The natural market for the bank's bonds is the same as the market 
for Government and municipal bonds. At the present time the bank 
is handicapped in distributing its bonds in that market both because 
the banks cannot deal in the bank's bonds and because dealers in 
(~ove~hment and municipal bonds are not accustomed to deal in 
securities which are Subjectto the securities acts and are, therefore , 
reluctant to deal in the b~uk's bonds for their own account. 

'-This bill Would "remove that handicap without impairing the pro- 
tection of investors. Under the Articles of Agreement of the bank 
and the Bretton Woods Agreements Act the bank cannot-sell securi- 
ties in the United Sta~s  without the approval 'of the National Ad- 
visory Council. The UnitedStates representative on the Board of 
Executive Directors of the bank keeps the Council infoi~med of its 
operations. If at any ti~e the Oouncil considers that the sale of 
securities by the bank in the United States would be contrary to the 

• public interest o~ the interests of  American investors, it can refuse 
~0 approve the sale. - - 

The Securities and Exchange Commission has an observer on th~ 
National Advisory Gouncil who is also a inember of the staff of the 
Council. The Commission is thus kept informed of any applications 
b y  the bank for approval of the sale Of its securities in the United 
States and the Commission can through its observer consult with 
and advise the National Advisory Council on all such applications. 
. Under the bill the Securities and Exchange Commission could re- 
quire the bank tO file with th~ Commission such annUal and other 
reports with regard to securities issued or guaranteed by the bank as 
the Oon~nission deemed a~p~p~iate and necessary in the public 
interest of the interest of investors.. The .Commission can thus be 
full:~ informed ~ith regard to sale~ of securities, by the b~nk and, if 
.the :Comm~__~bn should have ~asoh  to boiieve-that the sale of securi- 

91~18--4s 2 
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ties by the bank would be contrary to the public interest or: the 
interests of investors, it could, ff it found it necessary to do so after 
consulting the bank and the National AdvisOry Council, ~ exercise 
the power given to it under section 3 of the bill to suspend the exemp~ 
tion of the bank's securities from the securities acts. Thus the 
Securities an_d.E_xchange C o . ~ i o n  would still have mnple power 

reqmre a furl disclosure of the facts in connection with any sale of 
the bank's securities in the United States and to  prevent any abuse 
of the exemptions by the bank. .~ : " " . 

Last but not least, the bank is an international institution, having 
on its board of executive directors representatives of its 48 member 
governments. I t  is not an institution organized fo r  private profit 
an.d its international character requires that ,it give the fullest prac- 
tmable publicity to its operations. • This .it does thrOugh annual and 
quarterly financial reports and releaseS-to the press.  The record of 
.the bank's operations in the past 3 years is adequate assurance that ' 
investors in  its securities will receive full-and accurate information 
as to its financial condition and its operations: Any other assumption 
would be unrealistic in the ex~ome. And should there be in the 
future any adverse change in the policies of .the bank in that" regard, 
the Securities and Exchange Commission could suspend the exemptions 
granted by the proposed legislation. • - 

As the committee -knows, I have resigned the presidency of the 
bank to take effect on or before July 1 and Mr. Eugene Blackhas been 
appointed to  succeed me. He has been .the United States executive 
director of the bank for the past 2 years and during that period has 
advised the bank in connection with the s~le of its Securities. t am 
confident that under his leadership the bank will continue the progress 
which it has made in the past 2 years and that its policies and pr~etices 
in selling securities will b~ sound and in the best interests of the 
United States and of investors. I sincerely hope that the Congress 
will see fit to assist Mr. Black in the important task which lies before 
him by passing ~his bill. 

Mr. McCloy is here now. 
Mr. McCLov. I apologize for being late. 
The C~AmMAN. Mr, McCloy, are the investment bankers opposed 

to this legislation, as far as,you know? 
Mr. McCLor. Our information is that the investment'bankers are 

not Opposed to this legislation. There 'was some discussion about, 
whether we should ask for authoriVy for nations] banks not only in 
regard to the bonds which the International Bank issues, but also in 
regard to guaranteed securities which would be sold out of our port- 
folio. We eliminated the latter from the amendment to the National 
Bank Act. They said they are in favor of  the bill. 

The CHxm~A~. The investment banks would participate in these 
bonds you allocated to the various institutions? 

• Mr. McCLoY. Yes; we would propose to sell our bonds; with some 
modification.s, primarily ~ we have sold the bonds before. I think 
,the prior statement indicated we used the dealers to an extent which 
has been unexampled before. We had over 1,700 in the transaction. 

The C~Am~AN. Do you want' the bill passed as it is inffoduced? 
Do you have any amendments? ' 
• Mr. McCLoY. We have given it a good deal of thought. Iwould 
like to have it passed in.theform:inwhich it is now. I think it is an 
important piece of legislation. : . . . . . . .  



INTERNATIONAL BANK FOR RECONSTRUCTIO]N" /15  ~ 

Mr. WOLCOTT. Mr. Chairman. 
The CHAIRMAN. Mr. Wolcott. 
Mr. WOT.COTT. I believe I should have asked this question of Mr. 

Martin. 
Can the Open Market.Committee. compel national ban k.q to invest7 

in your bank's bonds? 
Mr. McCLov. No; it cannot compel them. 
The CHAIR~'~. Any further questions? 
Mr. TALLE. Mr. Chairman. 
The CHAIR~ .  Mr. Talle. 
Mr. TXLLE. This looks like a very good report, Mr. McCloy. I 

think somebody should say it, and I am glad to say it. I believe our- 
country was wellserved by our chairman, Mr. Spence, a n d b y  the 
ranking Republican member, Mr. Woleott, when they met at Brettou 

. Woods, N. H., iu 1944, and proceeded to do something about a world 
bank. I was here for every moment of the prolonged hearing~ held 
subsequently on the Brotton Woods agreements. We cud our job 
with great care. We heard testimony from such distinguished bankers. 
and economists as H. Randolph Burgess, Prof. Kemmerer and: Prof. 
O. M. W. Sprague, and many more. I think a number of us were 
genuinely concerned about a new and complicated arrangementwhich 
involved international policy and so much money. I decided, to go- 
along with it. 

In my speech in the House I said the success of a bank depends, 
first of all, on its management. I gather from this report the manage-. 
ment has beengood. There were only 18 votes cast against the bill 
in the House. I th ink  that is a tribute to Mr. Spence and Mr. Wolcott. 

You said you •have $745,000,000 in dollars and other currencies 
which you have available for making loans. Then you say you have 
commitments in the amount of $650,000,000. That would leave only 
$95,000,000 available to you. Is that right? 
• Mr. MCCLO~. Together with the borrowing which we have done, 
we have about $375,000,000 available for loans.at the moment. That• 
would, of course, take into account the proceeds of the last bond 
issue which we sold, if you consider that. " 

Mr. TALLE. Will you tell me something about the Ban k of Inter- 
national Settlements.'? 

Mr. McCL6Y. That has nothing whatever to do with our institution. 
They purchased some securities of ours which I am told they have- 
since disposed of in their normal operations. We sold $4,000,000 to- 
t heBank  of International Settlements. I am told they have redis- 
tributed the bonds. • 

Mr. T/LLLE. I expected that bank to go out of existence When t h e  
Bretton Woods agreements were adopted. 

Mr. 1VICCLOY. ~Its operations are somewhat limited by funds, It- 
engages in a number of short-term operations. I t  continues in 
existence largely because of the exchange of information it provides 
among the central bankers that meet there at quarterly periods 
throughout the year. They felt that that was a highly desirable 
forum in which to discuss their various problems. I think that that, 
as much as any o the r  consideration, has caused its continuous. 
operation. 
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Mr. TALLE. I note in particular you said in your statement: 
. The record of the bank's  operations in the past 3 years is adequate  ass.urance 

-tha~ investors in its securities will receive full and accurate information as ~o its 
f inancial  condition and its operations. 

I am very happy to have that  statement, M~. McCl0y .  Do you 
]relieve these securities would be satisfactory assets for national 
q~anks to hold? 

Mr. McCLov. I firmly believe they will. I believe they are and I 
bel ieve they will be. I t  is true to say that it is unrealistic to suppose 
w e  could operate otherwise than on a full:disclosure basis. The char- 
acter of the institution, its nature ,  and the manner of its organiza- 
t ion  presume that it has to be operated in that  manner. • 

Mr. KILBURS. YOU said "national." baulk. This bill ne t  only pro- 
oscs national banks, but  State banlrs which are members of the 
ederal Reserv e? 
Mr.  McC~oY. Anyone; except for restrictions in State legislation, 

i s  a prospective customer, whether they be a national bank, State 
])ank, ~ insurance company, or a savings bank: This bill permits 
national banks, however, to deal in our securities. 

Mr. KILBURN. I t  do.esn't permit State banks which are members 
~f  the Federal Reserve? 

Mr. McCLov. I t  does, subject to applicable State laws in tha t  field. 
Mr. TALLY.. I have always looked at the Bret ton Woods Agree- 

.ments as the financial side of the international situation, and at the 
United Nations as the politicalside. I t i s  my opinion that  you  have 
done a better job than has been done by the United Nations. I do 
not  lrnow which is the more difficult. But  both must  be difficult. 
I th~nl~ you have done a very fine job. 

Mr. l~[CCLOY. You bring up a very intersting point, I think. This 
i s  an international organization compos¢d of 48 members. Perhaps 
the same conditions do not prevail with us which prevail with the 
Un i t ed  Nations. Our members are no t  entirely the same. The 
Soviet Union is not a member of the. bank. 

Mr. T/~LLV.. That  makes a big difference. 
M r .  M-CCLOY. Tha~ makes~.some difference, perhaps. We have a 

number  of countries who are said to affiliate themselves with the 
policies of the SoViet Union who are members of the bank. I thinlr 
the main thing in connection with the relatively smooth operation 
:of this international organization is that  there is a great deal of work 
to be done, and it is done without the benefit of microphones in con- 
nect ion with the discussions. I t  leads to a very objective and ira- 

- 7partial analysis of the problems which come l~efore the directors. I 
think that  is a very major thing about  the bank.  Thedi rec tors  and 
~he staff, although their are international, • acquire objectivity. They 
a re  -very loyal to the  institution, as such. ]:t is a very heal thy ex- 
~ample of international cooperation. 

Mr. TALLE. I want it understood, of course, that  I do not  want  to 
~riticize the Uflited Nations. 

Mr. MCCLOY. Certainly; I understand that. That  is the last 
thing I want to do. 

M r .  TALLE. The only gentleinen I' know who are connected with ib 
a re  Mr. Austin and Mr. Jessup. I have the highest regard for .both  
-of theth: I only want to say I commiserate with them; I know they 
:have a very difficult task to perform. 

Thank you. :  
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M r .  D ~ A ~ .  I would like to ask a question. 
Page 2 of your statement indicates the type of activity concentrated 

upon. Are these loans made directly to countries or does private- 
enterprise enter into the picture? 

Mr.  McCLoY. We have had a number o f  loans made directly to 
private enterprise. In each such case We have to have the guaranty 
of either the government or  the central bank or a comparable ~sti- .  
tution. 

Mr. D~.xNE. Is there any cooperative effort of the  Economic Co-:. 
operation Administration with the bank? 

Mr. McCLov. Yes.- We keep in" close touch with the Economic: 
Cooperation Administration. The type of aid which they render is 
quite different from ours. When theyenter, into the lending field we 
are anxio, ns that  they consult with us. We feel we Should know what 
they do~ and we do know. They also know what we do. As long: 
as •that quantity Of money is available under the Economic Coopera- 
tion Administration, we are not able to be particularly active in  
Europe. 

I f  a bank opened up on the other side of the street which can give: 
money away or can lend it on easier terms, your clients are apt to  
go across the street. Primarily and fundamentally, that is a different 
thing. That  is not a bank; ours is. ,- 

Mr. D~./tl~E. C a n  you conceive of this organization growing into 
such proportions as to become a substantial financial influence in the  
country? 

• Mr. McCLoY. I think so. I think the extent to which we insist 
on various members in the first place malting a disclosure to us is 
very relevant. We then suggest what we feel they should do i~ 
(~rder to tidy up their ilnandal situation. The result of that  is .that 
i t  has a real infltmnee in inducing financial morality and financial 
stability. We express ourselves not as o n e  country but  across the. 
board as 48 countries. 

Mr. DEANE. I notice in your statement your bonds of July 1947 
were distributed and sold through 1,700 security dealers in 43 Staten 
o~ the.Umted States. What effort is being made in European Or memo, 
ber nations to increase the sales of these securities? 
.; M r ,  McCLoY. We' have made a number of contacts with the ,po-. 
te~u~ialmarkets "re.Europe. There ~e:not.~,too many t h a t c a n  ox:port,- 
~kpit~l today. ~ w e v e r ,  we have had Some vexy encouraging ~.k~..'.i 
~4th some of them,,particularly with the Dutch and. Belgians, and it is. 
possible if money  conditions are right we might be able to do some:, 
thing in Switzerland. I.woUld imagine during t h e  course of this year. 
we migh~ be able to announce the sale o f a n  issue of bonds in Etuope. 
We ha~e, already sold some from our portf6!io, and, of course, a goodly. 
n mnbe r  of bonds on the initial issuewere purchased by European 
l~uYers, I haven' t  the figures before me now, Europeans are now 
in the m~rket to a small degree. • I w ~  talking about a regular Euro~ 
p~an issue. When the situation improves We will be able to sell more. 
• "Mr: DE~'~E. DO~ the United States depend upon Europcaa mem~ 

hers a~ t.he. bank to make ~he ~.pection or report on. the loans? O r  
in 'what  way do you determine"that? .... . • 

Mr. MC(~LOY. "We supervise ~Lr own loans. We have an office in: 
Paris. We have missions operating around the world all the t ime.  
We have a so-cal!,ed en.d-use .program ~a check up on the bene,fits, 
which have been derived from our loans. Primarily~ it is to i'nsur~ 
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that  the proceeds of the loans are used for the purposes, for which the 
loan was sought. We do that ourselves, and we are also able to call 
upon the central banks of our member countries. 

Mr. DEANE. Thank you. 
Mr. TALL~I Mr.  Chairman? 

T h e  C H x m ~ N .  Mr. Talle. 
.Mr.'TxLL~.. If  this biU is passed, when do you expect .to have a' 

:public issue, and for how much? .'-: 
Mr. M'vCLov. I am asked that question a great many times. I t  is 

a very difficult question to answer, as you can imagine. I t  depends 
upon the pace with which the money which we lend is drawn. .  That  
is much slower than one would suppose or imagine before o.ur ex- 
perience was. built up in the field. I t  depends upon the number of 
sound projects that  can be brought to a state of completion. I would 

• [ma~dnei considering the amou'nl;:i)i'~sh_we have :on hand i~~d"the pace 
.at which our money is going out and the pace with which sound 
projects are comingto us, there would be no need for a public offering 
before the end of this year orperhaps  the beginning of the next .  I t  is 
difficult to. gage that. Your market  conditions are also an element 
to be  considered. 


