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. For Mr, Dell:

MR. SIXTO K. ROXAS,

President of BANCOM, Ine.,
and former Chairman

National Economic Council,
MANIIA,

from: Mr. R. Krishnamurti,
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IFNTRAL PRFST BESY FRON *FPNDE
THE COMMITTEE OM INVISTBLFe AND FINANCING RYLATED TO TRARE

VESTERDAY TVENING CONCLUDED ITS RESUNEDR FIRST STITTON, WNICH
CPENED ON 13 APRTIL 1944, APTER BECIDING TO YSTARLISW A 13
T0 15-COUNTRY CGROUP Y& TXANINE , IN THY LICET OF THE »

PR/SR/EL »

MSCUSSION THAT TOOY PLACY DURING THE SFeelON, THE SCWEMF
OF SUPPLEFTNTARY FINAMCING MTANS PREPARED BY THE STAFF OF

THE INTERNATION DAMY TOR RECONSTRUCTION AND DEVFLOPNENY

SRACKET TD/A/&% UNBRRACKET PARA DISCUSSION OF TWIs CMENT,
I¥ WNICH THE SECOEN OF UNCTAD AND THY REPRFSTNTATIVE OF THE 4
DITERNATIONAL BANY TOOX PART,=

¥AS THE WAIN BUSINFSE OF THF RYSUTMED STESION ,PARA THY

COMMITTEE & BECTSION, WNICK It IN THF FORM GF A RFSOLUTION

JOINTLY SPONSORTD BY MRAZIL,FCUADOR, INDIA, SWIDFN, THE UAR,
THE UNIYINGDOM, UGAMDA AND YUGOSLAVIA, TS SURJFCT TO APPROVAL

BY THE TRADE =

Y e




o - UG 1 b Lol b i L e i

MD DEVELPFENT B I + THE RESOLUTION WaAS mu.rmrm
rwnmnu AVOUR , NONET ACAINET, VITHK & ERACYEY
CYTCHOSLOVAYIA, POLAND,ROMANIA, UFRAINIAN SSR, AND USSR
UNERACYET ACAINSTIETEETEFR ARSTENTIONS . PARA THE RESCLUTIONM
EEADE AR TOLLOWE COLON PARA TNE COMMITTEY ON INVISIDLYS
D »

PR/SI/NC =

FINARCING RELATED TC TRARY COLON PARA TAYING NOTY CF RECOMMENDATION

AIV AT OF TRE FIRST HMCTAD AND WAVING RECARD TO THE DISCUscIOoMs
OF THE COMMITTEY BURING ITS REYSINED FIRST SESTION, PARA
EXPRESSING ITS CONSIDERARLY APPRECIATION FOR THF sTWDY
FREPARED BY THE STAFF OF THF IRRD, IV RYSPONSY TO THEY »

e -

MVITATION OF THY FIRST UNCTAD UNDER PART ARA OF THAT RECOM-
MENDATION, PARA NOTING THAT THY FXISTING INTTRNATIONAL FINANCIAL
FACHINERY DOES NOT INCLUDE A MYCHANISN DFSICNED TO PFAL

YITH PROBLYMS ARISING TROM ADVERST MOVEWENTS IN TXPORT

TROCTYEDS UNICE PROVE TO BFY OF SUCK A NATURY OR DURATION THAY
THEY CANNOT »

e

ATQUATELY BE BFALT WITN BY SNORT TERY BALANCE OF PAYMENTS
SUPPERT, AND TO PROVIDEY LONSER TERM ASRISTANCE TO DEVFLOPING
PROGRAMMES AND THA, ACCORRINCLY , APPREPRIATE NEASURF®
SHOULD B INTRODUCED o PARA VITNOUY PREJUDICE YO CURBENT

AND FUTURE WORY »




| 1

TOVARDS AGRTTNENT On INDIVIDUAL COMMODITIIF® IN INTERNATIONAL
TRADY AND OTHTS PRACTICAL MEASURES 70 ACHITVF A STARTLIZATION
OF COMNODITY MARYYTS, INCLUDING THT PROCFSS OF ORGANT?ATION
| 6F WARWETS, EXPRESSES THE MOPE THAT THT ETLATIONSWIP OF ANY
EASURES TAVEN UNDER TN RECOMNENDATION TN QUFSTION WITN THIS
STHIR WORY WILL T SRUDIED

e

IV THE COMNITTET ON COMMODITIFY AND IN OTHFR CONPTTENT ORCANS ;
| OF THE UNCTAD SEMTCOLON PARA NOTING THNY CONSIDERADLY NYASURE |
‘ OF SUPPORT TN TEE COMITTIT FOR THE CONCFPT OF SUPPLEMFNTARY

| FINANCIAL FEASURTS FLABORATED IN THY YSRD STATF STUDY sENTCOLON _
i PARA AGRETS THAT THE SCWENT OF SUPPLINENTARY FINANCIAL MFASURES '
ST 0UT 1N

Fi0 » 3

THE STUDY PREPARTD B THE STAFT OF THE INTERNATIONAL BAMWY
FOR RECONSTRUCTION AND DEVELOPNENT IN ACOCRDANCE WITH THAT
RECOMMTNDATION SWOULD BY FURTNTR STUBIED AMD TLARORATED
INTHE LIGHT OF THF DISCUSSIONS OF THIS COMMITTEE , AS A
MEANE OF DEALING WITH THIS QUFSTION, AND THFRTORF PARA
BFCIDES FOR THIS o

Fil »

PURPOSE , SURJFCT TO THY APPROVAL OF THY BOARR, TC FETABLICW
ENDTR RULE 43 OF THE RULT OF PROCEDURY OF THF COMNITTER
A S¥ALL GROUP OF REPRESERTATIVES OF GOVERNNINTE , WITH THF

MOUILITY EXPERTISF, CONSISTING OF 13 Te 15 MENRERS PRACYER
 MAMTLY ABCTNTYING. SBATIL. PEVIAN.& 6y




FEDREP OF GERFANY , TRAMCY,GNANA, INDTA, JAPAN, ©WFDETN,

VAR, UNININGDON, USA AND YUSOSLAVIA, IF ONF OR TWO MEMAERS

OF THE CROUP D DASN FASTTRN TUROPTAN SOCTALIST COUNTRITS URDASH WISW w

THESE COUNTRITE WOULD BF ARDED 7€ THY LIST OF NTMsppes J{
|
|

WNBRACYTT, TO STUDY AND RTPORT ON THIE MATTFR TO THT STCOND ‘
SESEION OF THY COMMITTER, WITH THE TERN® OF REFTRENCT STT

GUT IN THE ANNEY TO THIS RESCLUTION SEMICOLON PARA TNVITFS

SEPRTSYNATIVE OF THT STAFF OF THT IBRD AND TR IMF At WFLL

M REPRESENTATIVIS OF SUCK OTHER »

PIA/SE/8T = |

BODIES AS THE GROUP MAY CONSIBFR APPROPRIATY TO AssIeT

IN THE WORY OF THE INTERCOVERMMINTAL CROUP AND IN PARTICULAR i
1O PREPART SUCH FACTRAL MATERIAL AS MAY BF RYQUIRED TO TNARLY

T¥E GROUP TO ACCOMPLISK ITS TASY. PARA AN ANNEX TO THIS

EFSOLUTION LAYS DOVN THEE TERMS OF REFERTECT FOR YHE AROVTNENTIONED

I3 TO 1T-COUNTRY CROUP coves ENDALL 4

COL 152 13 1966 13 1% YD/4/43 Xk 8 IR &2 13 19 A2 1% 4
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FEPRYP OF CFRMANY y FRARCE CMAMA, INDIA, JAPRN, SWERTN,
. VAR, UNIYINGDOM, uSA AND YUGOSLAVIA, IF ONF OR TWO wWrMBYRe

*‘ THE GROUP P DASY TASTERN FURCPTAN SOCTALIST COUNTRIFS YNBASH
ISR 1O Jeln,

® THESY COUNTRIE® WOULE BE ABDED TO THE LIST OF MYMOYRes

Fii »
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AIDE-MEMOTRE

Mr. Robert L. Genillard of White Weld and Co. is of the opinion that,
subject to the necessary governmental guarantees being available, it would
be possible for a properly constitued intermational agency to raise substantial
funds in the international free market. He estimates that about §1¥2 billion
were raised on this market in 1965, While it would not be possible to
raise an amount as large as that envisaged by Governor Horowitz - $600
million a year - it might be feasible to raise §1Wor Bmillion,

The principal sources of funds on the international free market are
the offshore holdings of ‘companies, pension funds, insurance companies and
foundations., In addition, substantial resources can be mobilized from the
Middle Bast and Latin America. Mr, Genillard estimates that the interest
rate payable on a properly guaranteed issue gt the present time would be
6 per cent,

20 April 1966 Sidney Dell



AIDE-NIMOIRE

Mr. Robert L. Genillard of White Weld and Co, is of the opinion that,
subject to the necessary governmental guarantees being available, it would
be possible for a properly constitued international agency to raise substantial
funds in the international free market. He estimates that about §1¥2 billion
were raised on this market in 1965, While it would not be possible to
raise an amount as large as that envisaged by Governor Horowitz - $600
million a year -~ it might be feasible to raise $1 or 2 million,

The principal sources of funds on the international free market are
the offshore holdings of companies, pension funds, insurance companies and
foundations, In addition, substantial resources can be mobilized from the
Middle East and Latin America, Mr, Jenillard estimates that the interest
?to payable on a properly guaranteed issus gt the present time would be

per cent, §

20 April 1966 Sidney Dell



AIDE-MEMOTRE

Mr, Robert L. Genillard of White Weld and Co, is of the opinion that,
subject to the necessary governmental guarsntees being available, it would
be possible for a properly constitued international agency to raise substantial
funds in the international free market, He estimates that about $1¥2 billion
were raised on this market in 1965, While it would not be possible to
raise an amount as large as that envisaged by Governor Horowitz - $600
willion a year = it might be feasible to raise §1 or 2 million,

The principal sources of funds on the international free market are
the offshore holdings of companies, pension funds, insurance companies and
foundations, In addition, substantial resources can be mobilized from the
Middle East and Latin America., Mr. Genillard estimates that the interest
rate payable on a properly guaranteed issue qt the present time would be
6 per cent, :

20 April 1966 Sidney Dell



AIDE-NEMOIRE
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ATDE-MEMOIRE

Conversation with Mr. Genillard on 20 April 1966

Mr. Genillard said that the bulk of funds available in the international
bond market were private in origin, but that an issue by the World Bank,
IDA or IFC would probably be taken up substantially by institutions with
offshore funds. TFor example, if the proportions of funds in the market
were 70% private and 30% institutional, a issue of this type might be taken
up, say, by 50% private and 50% institutional buyers.

No doubt efforts to advance the idea of a World Bank floatation on the
international bond market would encounter the difficulty that national
governments might consider that it would make it more difficult for their
own companies to raise money internationally, and this would tend to have
an indirect effect on the balance of payments. However, he did not think
that this should be a decisive consideration.

The reason why he felt that an agency other than the World Bank might
have to raise the money (ewg. IDA or IFC) is that the World Bank might have
some hesitation in paying 6% on money raised in the international bond
market when it was paying 5% in the United States market.

I asked Mr. Genillard whether he would have any objection to my putting
his ideas to the Horowitz Group for discussion as coming from him, and he
said that he would not. I further suggested that we would like to ask him
to prepare a memorandum setting out his ideas, which we would circulate to
the members of the group for comment individually at a later stage. We
would collect the comments together, and give him a further opportunity for
adding any observations he considered appropriate. Subject to the con-
currence of the group, we would propose to publish this exchange as an
addendum to the report of the group. Mr. Genillard said that he would be
happy to co-operate in such a procedure, and asked that he be sent a copy
of the group's report for guidance in writing his own memorandum,

Sidney Dell
21. k.66
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UNGVA 1324 VITERI FOR JOURNAL FROM CHOSSUDOVSKY UNCTADs

s
AT ITS THIRTY=FIFTH AND THIRTY-SIXTH PLENARY MEETINGS ‘THE
COMMITTEE ON INVISIBLES AND FINANCING RELATED TO TRADE g&mxmn

FE DRAFT RESOLUTION ON SUPPLEMENTARY FINANCIAL amsﬁ:s
(TD/B/C.3/L+32)s IT WAS DECIDED THAT THE GROUP OF i!mnsma-
[IVES OF GOVERNMENTS TO STUDY

P2

AND REPORT ON THE SCHEME FOR SUPPLEHIﬁTARY FI*&#CIAL MEASURES SET
@T IN THE STUDY PREPARED BY THE STAFF OF THE xm SHOULD CONSIST OF
MIRTEEN TO FIFTEEN MEMBERS. THE FOLLOWING COUHT!IES WERE

NOMINATED TO BE MEMBERS OF THE GROUP: ARGENTINA, BRAZIL, CIYLON,
FEDERAL REPUBLIC OF

P3

GERMANY, FRANCE, GHANA, INDIA, JAPAN, SVEDEN, UNITED

ARAR REPUBLIC, UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND,
UNITED STATES OF AMERICA AND YUGOSLAVIA. TWO PLACFS WERE

RESERVED FOR COUNTRIES FROM GROUP De THE REPRESENTATIVES OF

UGANDA, PERU, ECUADOR

P3
AND FL SALVADOR DECLARED THAT THEY WISHED TO BE CO~SPONSORS

OF THE DRAFT RESOLUTION. PARA IT WAS ALSO DECIDED THAT MEMBERS

& UNCTAD WOULD BE INVITED TO SEND OBSERVERS TO THE GROUP MEETINGS
WDER RULE 76 OF THE RULES OF PROCEDURE OF THE COMMITTEE AND THAT
DOCUMENTATION AND OTHER

P4
RELEVANT DATA BE SENT TO Al.l. MEMBERS 0)‘ UNCTAD. PARA, THE




COMMITTEE ADOPTED THE DRAFT RESOLUTION ON SUPPLEMENTARY FINANCIAL
IEASURES, THIRTY-THI  MEMBERS VOTING FOR, NONE AINST, WITH ;
FIVE ABSTENTIONS. CIN THE FINAL TEXT, AS ADOPTED, THE FIGURES

TIRTEEN TO FIFTEEN HAVE

P5
BEEN INCLUDED IN THE PENULTIMATE OPERATIVE PARAGRAPH, AND AN
ALPHABETICAL LIST OF MEMBERS OF THE GROUP GIVEN IN A FOOTNOTE.)

'ﬂ'ﬂ! _VITIRI! ABSTENTIONS WERE MEMBERS OF GROUP D). PARA

EXPLANATIONS OF THE VOTE WERE MADE BY THE REPRESENTATIVES OF
AUSTRALIA, BELGIUM,

P
CHINA, FEDERAL REPUBLIC OF GERMANY, FRANCE, GNANA, POLAND,

SPAIN, AND UNITED STATES OF AMERICA. THE SECRETARIAT MADE '
STATEMENTS ON FINANCIAL IMPLICATIONS AND ON THE QUESTION OF THE
IME-TABLE INVOLVED IN THE WORK OF THE GROUP. PARA THE

MMITTEE TOOK NOTE OF THE

P7/57/50 .

PROVISIONAL AGENDA FOR THE SECOND SESSION OF THE COMMITTEE
mme.xn..asmv.n AND ADOPTED THE REPORT OF THE BUREAU OF

THE COMMITTEE ON CREDENTIALS (TD/B/C+3/21)s THE COMMITTEE CONSIDRED
MD ADOPTED THE DRAFT IEPORT OF THE COMMITTEE PGESENTED BY THE
MPPORTEUR (TD/B/C+3/L«31 AND ADD.1.) THE RESUMED FIRST

SESS ION

P8/51/50

OF THE COMMITTEE 0! INVISIBLES An FINANCING RELATED TO TRADE
©ONCLUDED AT SEVEN nrm:n PMs PARA FRENCH TEXT OF RESOLUTION
FOLLOWS$: MESURES FINANCIERES SUPPLEMENTAIRES LA COMMISSION DES
ivmm.m ET DU Fllllm LIE AU comncn‘mnﬁ' NOTE DE LA

RECOMMANDATION A.IV.18 DE LA PREMIERE CONFERENCE DE L’ UNCTAD ET
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m
TENANT COMPTE DES DEBATS DE LA COMMISSION DURANT LA REPRISE

I SA PREWIERE SESSION, EXPRIMANT SA VIVE GRATITUDE AUX SERVICES
I LA BANQUE MONDIALE POUR L'ETDUE QU'ILS ONT ETABLIE A LA

SUITE DE L’ INVITATION QUI LEUR AVAIT ETE ADRESSEE, LORS DE LA
PREMIERE CONFERENCE D L°UNCTAD, DANS

P10

'Lﬁ PARTII A DE CETTE RECGMAHATIOH, no'mrr QUE LE DISPOSITIF
r!nmm !lﬂ'ﬂl!l‘l'lﬂllﬁ!. EXISTANT NE COMPREND PAS DE MECANISME VISANT
A RESOUPRE LES PROBLEMES mm PAR LES MOUVEMENTS DEFAVORABLES

DES RECETTES D' EXPORTATION QUI, EN RAISON DE LEUR NATURE OU DE

EUR DUREE, NE PEUVENT PAS ETRE CORRICEES PAR

P11

DES MESURES DE SOUTIEN A COURT TERME DE LA BALANCE DES PAIMNTS ET
A”Mf! AUX PAYS EN VOIE DES DEVELOPPEMENT UNE ASSISTANCE A PLUS
DNG TERME QUI LES AIDERAIT A EVITER L'EFFONDREMENT DE LEURS
PROGRAMMES DE DEVELOPPEMENT, ET QU' IL CONVIENT DONC DE PRENDRE

BS MESURES APPROPRIEES A CETTE

P12

SITUATION, SANS PREJUDICE DES TRAVAUX ACTUELS ET FUTURE VISANT
l_!.' HABLISSIW D' ACCORDS SUR LES PRODUITS DANS LE COMMERCE
NTERNATIONAL NI DES AUTRES MESURES PRATIQUES PROPRES A REALISER
W STABILITE DES MARCHES DE CES PRODUITS, Y COMPRIS LE PROCESSUS
PQBGAIISA'_HON DES MARCHES, EXPRIME L' ESPOIR QUE LES

RAPPORTS ENTRE

P13
LEs MESURES QUI SERATENT PRISES CONFORMEMENT A LA RECOMMANDATION EN
@ESTION ET CES AUTRES TRAVAUX. SERONT ITUBI!!S PAR LA EWISSIQN

_.m




DES PRODUITS DE BASE ET PAR LES AUTRES ORGANES COMPETENTS DE L UNCTAD
SEMICOLON NOTANT QUI [ CONCEPT DES MESURES FIN IERES SUPPLE-
MENTATRES FLABORE DANS L'ETUDE DES SERVICES DE LA BANQUE MONDIALE

Pla
A REUNI DE NOMBREUX SUFFRAGES A LA COMMISSION SEMICOLON .
ESTIME QUE LE MECANISME DE MESURES FINANCIERES SUPPLEMENTAIRES
EXPOSE, DANS L' ETUDE DES SERVICES DE LA BANQUE nmm.z,

@ heLE CONFORVEMENT A LADITE RECOMMANDATION, DOIT ETRE ETUDIE

® BUS AVANT ET MIS AU POINT A LA LUMIERE DES DEBATS DE LA

P15
COMMISSION COMME ETANT UN DES MOYENS DF RESOUDRE CETTE QUESTION,
ET, EN CONSEQUENCE, DECIDE A CET EFFET, SOUS RESERVE DE
L* APPROBATION DU CONSEIL, DE CONSTITUER, CONFORMEMENT
AL' ARTICLE €3 DU REGLEMENT INTERIEUR DE LA COMMISSION,

g % TRRIT AR W RPERIIANIS SOOVERMEAN QUALIFIES,

Pis

COMPOSE DE «s+ MEMBRES, CHARGE D'ETUDIER CETTE QUESTION ET DE |

FAIRE RAPPORT A SON SUJET A LA DEUXIEME SESSION DE LA COMMISSION, | l

CE GROUPE AYANT POUR MANDAT CELUI QUI EST ENONCE DANS L'ANNEXE A LA |

RESENTE RESOLUTION SEMICLN ‘
® INVITE DES REPRESENTANTS DES SERVICES DE LA BIRD ET DU ‘

P17

FMI, AINSI QUE DES REPRESENTANTS DES AUTRES OIEA-HI!HIS QUE LE

GROUPE POURRA DESIGNER, A APPORTER LEUR CONCOURS AUX TRAVAUX DU

ROUPE INTERGOUVERNEMENTAL ET NOTAMMENT A PREPARER LA BOEMNTAT!OH

QUI POURRA ETRE NECESSAIRE AU GROUPE POUR MENER A B!El SA TACHE.
ANNEXE MANDAT DU GROUPE IWGOM#!MTAL

1.




Pig

LE GROUPE EXAMINERA  CTUDE PRESENTEE AU SECRET T GENERAL PAR
LES SERVICES DE LA BANQUE INTERNATIONAL POUR LA RECONSTRUCTION ET
E DEVELOPPEWENT A LA LUMIERE DU DEBAT DONT FLLE A FAIT L'OBJET
ALA COMMISSION. LE GROUPE PRESENTERA UN RAPPORT SUR CETTE ETUDE
(AVEC LES MODIFICATIONS AU WECANISME Qi IL

P19/51/50 '

JUGERA APPROPRIEES) COMME nem D' ATTEINDRE L' OBJECTIF

ENONCE DANS LA PARTIE A PE LA REC‘OHHM'(DATIOI'I A+IV.18 DE LA

PREMIERE CONFERENCE. ETANT DONNE LA DATE ENVISAGEE POUR LA

FROCHAINE CONFERENCEy LE GROUPE S*EFFORCERA DE PRESENTER SON

RAPPORT SUFFISAMMENT A TEMPS POUR QUE LA COMMISSION PUTSSE L'IIAHIm
ASA DEUXIEME

P20
SESSION, EN NOVEMBRE 1966.

2. LE GROUPE ACCORDERA UNE ATTENTION SPECIALE AUX POINTS SUIVANTS$
1) LES QUESTIONS RELATIVES A LA PORTEE DU MECANISME,

NOTAMMENT LA FACON DE TRAITER LES EXCEDENTS ET LATTENTION A
ACCORDER AUX PRIX DES IMPORTATIONS. II) LA FORME, LES

(ONDITIONS

r21

ET LES MODALITES DE L OCTROX n'm AIDE F!HAHC‘IIRI

AUX PAYS PARTICIPANT AU HICARISHE- ITI1) LES MESURES A rmm:
EN VUE D'ETABLIR UNE RELATION ENTRE LES RESSOURCES DISPONIBLES
ET LES RESSOURCES NECESSAIRES SEMICLN A CET IEARD,’LI GROUPE
EXAMINERA LES CONSEQUENCES QU'AURAITy POUR LE MECANISME,

L' HYPOTHESE OU

P22
DES RESSOURCES DE L*AMPLEUR SUGGEREE DANS L*ETUDE DES SERVICES




DE LA BANQUE (COMPTE TENU DE TOUTES MODIFICATIONS QUE LE GROUPE
POURRAIT SUGGERER) | IATENT DISPONIBLES. IV) L/ FCESSITE
D'ETABLIR UNE DELIMITATION, POUR L' ADMINISTRATION DE TOUT
MECANISME, ENTRE LES PROBLEMES DE CARACTERE ECONOMIQUE ET LES
PROBLEMES RELEVANT DU

P23

DOMAINE POLITIQUE. V) LES QUESTIONS RELATIVES AUX METHODES A
‘sumr POUR L*FLABORATION DES PROJECTIONS FT POUR L’EVALUATION, !
° SUR LE PLAN TECHNIQUE, DES POLITIQUES QUI SONT A LA BASE DFS

PLANS DF DEVELOPPEMENT DES DIVERS PAYS, LES CIRCOMSTANCES DANS {

IESQUELLES UN PAYS POURRA PRETENDRE AU BENEFICE DU

P24

MECANISME ET LES CONSIDERATIONS DONT L’ INSTITUTION ADMINI-

STRANTE DEVRA TENIR COMPTE EN EXAMINANT DE TELLES B!HANBF_.'Sf

VI) LA DUREE QUE DEVRAIENT COUVRIR LFS PROJECTIONS PERTINENTES
' DES EXPORTATIONS ET POUR !.AQUEI.LIIL' INSTITUTION ADMINISTRANTE

ET LE PAYS EN VOIE DE DEVELOPPEMENT RESPECTIVEMENT, DEVRAIENT

PRENDRE LES OBLIGATIONS CONCOMITANTES. VII) LE RAPPORT

P25

nﬁu LES MESURES TIﬁANCIIlES SUPPLEMENTAIRES ET LES AUTRES TYPES
FASSIS}'MIC! ECONOMIQUE, MULTILATERALE ET BILATERALE, EU EGARD

NOTAMMENT A LA COMPATIBILITE A ASSURER rirm: LES UNES ET LES

AUTRES DU POINT DE VUE DES CONDITIOI'OB, MODALITES ET CRITERES ‘
D' OCTROI. VIII) LES EFFETS DU MECANISME PROPOSE SUR LE

DEVELOPPEMENT ECONOMIQUE, PAR COMPARAISON AVEC CEUX D' AUTRES
METHODES QUI POURRAIENT ETRE ENMPLOYEES AUX MEMES FINS, COMPTE ' ‘

P26

DUMENT TENU DE LA TACHE PREMIERE ENONCEE DANS LES CINQUIEME

ET sxxm!t ALINEAS DE LA RESOLUTION A LAQUELLE EST ANNEXE LE




PRESENT MANDAT. IX) LT STATUT, LA COMPOSITION ET LFS ‘

PET/ME/HT _ | ‘

FONCTIONS DE L’ INSTITUION ADMINISTRANTE ET SES RELATIONS AVEC

D' AUTRES ORGANISMES mmmnoﬁwx, COMPTE TENU DES PARA-

GRAPHES 7 ET 8 DE LA PARTIE A DE LA GECOMMANDATION A.IV.18.

3. LE GROUPE POURRA AUSSI FORMULER DES SUGGESTIONS A

SOUMETTRE AUX GOUVERNEMENTS SUR LES MOYENS DE FINANCER LE f
O.u:cmxsnn

COL 1324 TD/B/Ce3/Le32 TD/B/Ce3/L.25/REV/1 TD/B/C.3/21
* TD/B/Ce3/Le31 ADDel AsIVa18 63 ALIV.18 > ¥ 5

1966 7 B A.1V.18 +




7 | APR2 01366
ON

|
I‘*ev’g York, \l_ \\J?

|
|

Sir,

I have the honour to inform you that the
Brazilian Government has decided to present its candidature
- for re=election to the Committee on Invisibles and Financing
related to Trade ét the elections that will take place
during phe fourth Session of the Trade and Development Board,
to be held in Geneva from the 30th August to the 23rd September
1966.

highest consideration.

|/

6 é; Miguel Paranhos do Rio=Branco
LAV Mlnlsqpr-Counsellor of the Bragzilian
Mission to the United Nations
fxﬁj Charge d'Affaires a.i.

His Excellency U Thant,

Secretary=General of the United Nations.

SDV/MLL
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Sir,

I have the honour to inform you that the
Brazilian Government has decided to present its candidature
for re-election to the Committee on Invisibles and Financing
related to Trade at the elections that will take place.during
the fourth Session of the Trade and Development Board, to be
held in Geneva from the 30th August to the 23rd September 1966.

Please accept, Sir, the assurances of my

- I/‘

highest consideration. /) /455?<{//
l"\ _,J

& o~ |;~5.J = ¢

r—

s

. Mignel Paranhos do Rio-_ranco

Minister=Counsellor of the Brazilian

Mission to the United Nations
Charge d'Affaires a.i.
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UNGVA 1278 VITERI FOR JOURNAL FROM CHOSSUDOVSKY UNCTAD. AT ITS

B

nnn-—um PLENARY MEETING THE COMMITTEE ON INVISIBLES AND

nmm RELATED TO TRADE mmn CONS IDERATION 01' AGENDA ITEM 8.

STATEMENTS WERE MADE BY THE REPRESENTATIVES OF THE UNITED ARAB

REPUBLIC, BELGIUM, USSR, CZECHOSLOVAKIA, =

- s

e 2

W!‘ = II;‘I‘1 .'..» :\
e A : o . S— e e e
UKRAINIAN SSRy AND BY NIGERIA (UNDER RULE 75 OF THE 2y
COMMITTEES RULES OF PROCEDURE). = + S N ‘2
S o
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"AT THE THIRTY-FOURTH PLYNARY MEETING OF THF COMMITTEE ON
MNVISIELES AND FINANCING «FLATED TO TRARE THE ATIVE

OF THE UNITED YINGDOM MOVED A DRAFY RFSOLUTION ON SUPPLEMENTARY

FINANCIAL SEASURES SPONSORED JOINTLY BY BRAZIL, INDIA,
SWEDEN, UNITED ARAB REPUBLIC,s

UNITEDYXINGDON , AND YUGOSLAVIA « REPRFETNTATIVEE OF
YUGOSLAVIA o THF UNITED ARAR REPUBLIC , BRAZIL, SWFDEN ,
FRANCE AND UGANDA SECONDED THIS DRAFT RESOLUTION

TEXT FOLLOWE QuoTY

THE COMMITTET ON INVISIBLES AND FINANCING RFLATED TO TRADE 1
TAKING NOTS OF RECOMMENDATION A.IVe 1% OF THE FIRST »

INCTAD AND MAVING REGARD TO THE DISCussIoNe OF THE COMMITTFEE
DURING ITS RESUMED FIRST STSSION, EXPRESSING ITS

CONS IDERABLE APPRECIATION FOR THE STUDY PREPARER BY THE STAFF
CF THE IBRD, IN RFSPONSY TO TNY INVITATION OF THE FIRET DNTAD
UNDER PART A OF THAT RECONNENDATION,

NOTING THAT THE »

EXISTING INTTRNATIONAL FINANCIL MACHINERY DOFe NOT INCLUDE

A KECHANISH BESICNED TO DEAL VITH PROPLYME ARISING FRON ADVERSE

- NMSHTETNETE TR . TTRORT PRASTEDR: ERICN PEOVT T BT T SufW A



p—— " b il

"NATURE OR DURATION THAT THYY CANNOT ADFQUATFLY BF LT VITH

B SHORT-TERN BALANCY Or PAYNENTS SUPPORT, AND TO "
LONGER TERM =

ESISTANCE TO DEVELOPING COUNTRIES WHICH YOULD NEP THEY

© AVOID DISRUPTION OF THEIR DEVFLOPNMENT PROGRAMMES AND THA,
ACCORDINGLY APPROPRIATE MEASURES SWOULD BF INTRODHCED ,
VITHOUT PREJUDICT TO CURRENT AND FUTURT WORY TOVARDS ACREYNMENT
OF IMDIVIDUAL COMMODITIFS IN INTERNWATIONA TRADET AND OTHFR
PRACTICAL MFASURTS TO ACHIEVE A STARILIZATIONOT =

COMMODITY MARYETS, INCLUDING THF PROCTSS OF CREANIZATION OF
D smwcerac yRERPRRSACHITUE NOST THAT THY RTLATIONSMIP OF ANY

PE=

COMMODITY WARYETS, INCLUDING THY PROCESS OF ORGANIZATION
OF WARXETS, TXPRESSES HE NOPT THAT THF RELATIONSHIP OF ANY
WEASURES TAYEN UNDFR TWF RECOMMENDATION IN QUESTION WITW

THIS CTHER WORY WILL BE GTUDIFD IN THE COMMITTER ON COMMIDITIFS
AND IN OTHER COMPETENT ORGANS OF THE UNCTAD,NOTING THT CoM-

R N TN R e N N e e T T NI N



MEASURE OF SUPPORT IN TWE COMMITTEY FOR THF CONCEPT OF SUPPLE~
FENTARY FIAMACIAL MEASURES TLABORATED IN THE IBRD STAFT

STUDY , AGRETS THAT THE SCHENE OF SUPPLEMENTARY FIANCIAL
MEASURES SET OUT IN TN STUDY PREPARED RY THE STAFF OF THE
INTERMATIONAL PANY TOR RECONSTRUCTION AND DEVELOPMENT IN

) ACCORDANCE WITH TWAT RECOMMEWDATIONe

Pl e
SHOLP BF FURTHER STUDIED AND ELARORATEDR IN THE LICHT OF THE

DISCUSSIONS OF THIS COMMITIFE,AS A MEANS OF DFALING WITH T IS
QUESTION, A ¥ TTE

DETIEESE

LPPPFPPPPP

LEMENTARY FIANCIAL
MEASURES SET OUT IN THE STUDY




" ACCORDANCE WITE THAT RYFANNFNDATION

M=

SHOLD BE FURTHER STUDIED AND FLABORATED IN TWF LIGHT OF THY
PISCUSSIONS OF THIE COMMITTEE,AS A MFAMe OF DFALTNG WIT TI®
QUES1ON, AMD ERTTORF

« AEETIEFS FOR TEIS PURPOS

Py =

SHOULD BE FURTNER STUDIED AND ELABORATED IN THE LIGNT OF THF
DISCUUSIONS OF THIS COMMITTE,AS A MEANS OF DEALING WITK THIS
GUESTION, AND THEREFORE

DECIDES FOR THIS PURPOSE , SUPRJECT TO THF APPROVAL OF THE
BOARD , TO FSTABLISH UNDER RULF 63 OF THE RULFS PROCEDURE=

F THE COMNITTEE A S™ALL GROUP OF REPRESENTATIVES OF COVERMMENTS
¥ITR THE REQUISITE FXPERTIOR , CONSIATING OF covveccvecee

FEMPERS, TO STUDY AND REPORT ON THIS WATTFR TO THE SFCOMD
o b e e _ilpi o Sl Ll




" GUY IN TEE ANNEX TG THT® RESOLUTION, INVITES=

REPRESENTATIVES OF THE STAFY OF THE IBRP AND THE INF AS
¥TLL AS REPRESTNTATIVES OF SUCH OTRER PODIFS A¢ THE GROUP
FAY CONSIDER APPROPRIATE TO ASSIST IN THE WORY OF THE INTER-
COVERNEFNTAL GROUP AND IN PARTICULAR TO PRYPARE SHCH FACTUAL
‘ummnmrnmwmmmmu-
®
PIO =
L]
ACCOMPLISY ITe TASY.
THE TEXT OF THE ANNEX 7O THE RYSOLUTION It As FOLLOWE QUOTE

MINEX . TERFS OF REFERENCE FO R INTERGOVERNMENTAL GROUP

@ . THE GROUP SHOULD EXANINE THE STUDY PRESENTED TO THE SECRY=
TARY-CENERAL BY THE STAFF OF THE IBRD, IN THY LIGNT OF THF
DISCUSS ION OF 1T =

Pl

Pl
IN THE COMMITTEE. THE GROUP SHOULD SUBMIT A REPORT ON
T™HE STUDY (WITH SUCH MODIFICATIONS T@ THF SCHYWE AS IT NAY CONSIDER

APPROPRIATE) AS A NEANS OF ACKIEVING THE ONJECTIVE ©ET OUT
IN PART A OF RECOMNENDATION A.IV.1S OF THE FIRST CONFERENCE.
HAVING REGARR TO =
Pl
THE TINITABLY FOR THE NEXT CONFERENCE, THE GROUP SHOULD
\ ENDEAVOUR TO SURJIT THE REPORT IN GOOD TIME FOR CONSIDFRATION
BY THE COMNITTEE AT ITe SrrOND crfecIfN. 1IN EOYEERER 108,



ammsmnv--mnsmnmnmr NE
POINTS S (1) GUESTIONS ummsmnmqr

Pise

INCLUDING THE TREATNENT OF OVERACEE AND THT REGARD TO B PAID
T0 INPORT PRICES. (Y1) THE FORM, TERMS AND COMDITIONS

FOR THE PROVISION OF FINANCIAL ASSISTANCT TO COUNTRINS PARTICT-
PATING IN THE SCNEME. (ITI) MPASURES FOR FSTAPLISKING A
RELATIONSHIP RETWEEN THE BRFSOURCES AVATILABLE AND THF RESOURCES
@ sravtns, -

Plas=

IN THIS CONNEXION THE GROUP SHOULD FXAMINE THE IMPLICATIONS

FOR THE SCNENME OF THE NYPOTHESIS THAT RESOURCES ON THE SCALE
SUGCESTED IN THE IBRD STAFT STUDY(TAXING ACCOUNT OF ANY
MODITICATIONS WHICH THE GROUP MAY SUGEEST) WOULD BF AVAILASLY.
(IV) THE NEED TO FSTABLISH A BOUNDARY BETWEEN PROBLEMS OF =
Pise

@ zconoxic NATURE AND THOSE WKICH FALL SITHIN THE POLITICAL
SPHERE IN THE ADNINISTRATION OF ANY SCHMEMF. (V) QUEsTIONS
RELATING TO THE METNODOLOCY TO BF APPLIED IN THF FORMULATION

OF THE PROJECTIONS AND THE TECHMICAL ASSESSFENT OF THE POLICIFS
0N YRICH THE DEVELOPMENT PLANE OF INDIVIDUAL COUNTRIES ARE
BAGED,

Pi 6o

THE CIRCUMSTANCES WHICH MAY GIVE RISF TO A CLATY ON THF SCHTNT,
AMD THE CONSIDERATIONS WNICH TNE AGENCY SHOULD TAXE INTO ACCOUNT
IN DEALING WITH SUCH A CLAIM. (VI) THE APPROPRIATE

FERIOD OF TIME FOR WHICH THE RTLEVANT PROJECTIONS OF EXPORTS
£HOULD BY FSTABLISHED AND THE CONCOMITANT OBLIGATIONS OF »

Fi7T =

THE AGENCY AND THE DEVELOPING COUMTRY CONCERNED RYSPFETIVELY SNOULD

M A BMTE . HT1) TUER DI ATINUCNTIE ETTHLTE oubtl rarMTARY




" FINANCIAL MEASURES AND ~~4FR TYPEZ OF FCONOMIC Aes .

SOTH MULTILATERAL AND PILATFRAL, WITH PARTICULAR RTEARD TO
HE NEED TO TNSURF COMPATIRILITY STTWEEN TMEW A REGARDS THF
TERME, CONDITIONS AND CRITERIA®

Pi&e

O WNICK THEY ARF TO BF PROVIDED. (VIII) THT COMPARATIVE
EFPECTS ON FCONGHIC DEVELOPMENT OF THF SCHEMF PROPOSED AND OF
OTHER POSSIPLY METHODS WHICH ¥IGKT BE FNPLOYED FOR THE SAME
PURPOSE BUT WITN DUE REGARD TO THF PRIMAY TASY LATD DOWN IN
THE FIFTH AND SIXTH PARAGRAPNS OF THF »

P1os

RFSOLUTION TO WNICH TWESY TERME OF REFERENCE ART ANNEXED.
(1X) THF STATUS, MFSERSNIP AND FUNCTIONS OF THE AGENCY AND
ITS RELATIONS WITH ORTMER INTERNATIONAL RODIFS, WAVING RYGARD
0 PARACRAPHS 7 AND § OF PART A OF RECOMNENDATION A.IV.1f.
% THE GROUP AY ALZO PUT FORWARD »

PRO=

SUGCESTIONS, FOR FURTHFR CONeIDFRATION BY COVERNWENTS, OF
¥AYS IN WNICH THE SCHTME MICNT BY FINANCED. UNQUOTE THE

BRAFY RESOLUTION WILL BF ISSUFD AS DOCUMENT TD/B/€.3/L.32.
FOR TNFORMATION VITERI CONTIDENTIAL WUMSFR AND COMPOSITION OF
THE CROUP TS TO BF NFGOTIATED TOMORROW. DRATT PFSOLUTION LIFFLY
™ BF ADOPTED »

Fil/si2=

VITHEUT DISSENT BUT WITH ABSTENTIONS ON THE PART OF GROVP
? COUNTRIES+ '

COLASIE AJV.lBsS )

AcIVLIE 1966 2 7 B ALIVelE TO/R/€3/7L.32 Dé4 &
1--" G L V)
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UNPSS 143 RAJASOORIA CENTRAL PRESS DESY FROM DoOse

UNCTAD®® COMNITTEE ON INVISTBLYS AND TINANCING TODAY CONCLUDED
GENERAL DEBATE ON INTERNATIONAL RANY REPORT OF ITS STUDY OF A
SCHENE FOR SUPPLENENTARY TINANCING BASED ON A PROPOSAL BY SWEDEN
AND UNTXINGDOM, TODAY'S SPTAVFRS WFRT RFPRESENTATIVES OF TURYEY,
JAPAN,

»
VEXICO, UNISTATES, CNANA, FINLAND, ITALY, CANADA, AUSTRALIA,
ROMANIA, ARGENTINA AND SWTTZFRLAND AND THY OBSTRVFR FROM NIGERIA
PARA ALL TPEAYERS SUPPORTED THE PROPOSAL TO SUBNIT THE SCHEME FOR
FURTHER STUDY TO A VORYING GROUP OF INTERGOVERNMENTAL EXPERTS.
WHILE WATLING IT AS



A NEV AND CONSTR““~IVE APPROACH TO INTERNAT] AL ASSISTANCE, THEY
EXPRESSTD RESERVATIONS AND ASYED FOR CLARIFICATION OF A WUMRER OF
ITs PROVISIONS, WANY DELEGATES FELT THAT THE SCMEME, WNICNW
FROVIDFS SUPPLENENTARY FINANCING TO COVER UNFYPECTED SHORTFALLS IN
EXPORT PROCETDS, VAS TOO LIMITED IN SCOPF, SINCE ITS

\

ko
RESOURCES WFRT TNADFQUATT AND IT DID NOT PROVIDE A SOLUTION TO TOTAL
SROBLEN OF FLUCTUATIONS IN NFT INCOWE. OTHFRE FEARED THAT IT

 INPLIED T00 MUCH CONTROL ¥V ADNINISTRATIVE ACENCY OVER RECIPTENT

COUNTRIES INTERNAL POLICTES. PARA ANOTHER VITY TYPREESED WAS THAT

T CONDITIONS TOR GRAWTING LOANS AMD REPAYMENT TrRMe

¥

P5/51
VERE 700 STRINGENT. IT WAS ALSO STRESSED THAT THE SCHENE COULD
QMLY B CONSIDERED AS A SUPPLEMENTARY SOURCE OF AID WNICH MUST NOT
B ALLOWFD TO JFOPARDIZE FXISTING FORMS OF DEVEFLOPMENT FINANCING.
PARA REPLYING TO SOME OF THE POINTS RAISED DURING THY BERATE THE
REPRESENTATIVE ©F INTERNATIONAL BANY,

pa
IRVING S€S FRIFDMAN, POINTED OUT THAT THE PURPOST OF THE SCWEWE
¥At TO PROVIDE ADDITIONAL FORFICN EXCHANGE TO WFLP FNSURE THAT
BEVFLOPHENT PLANG WERE MOT DISRUPTED BY UNFXPECTED SHORTFALLE 1IN
FYPORT TARNINGS. WI ASSURED PARTICIPANTS THAT THF SCWEME WOULD

B OPERATED THROUEN A CLOST EXCHANCE OF VIEWS PETWEEN o

e

7
DONORS, RECIPIENTS AND ADMINISTERING ACENCY, WHICH WOULD NOT -
IXERCISE CONTROL OVER INTERNAL POLICITS, AND WNICH WOULD BF AN
INTERWATIONAL BODY ACCOUNTABLE TO THE COMMUNITY OF NATIONS.
THE SCHENE'S APPROACH WAT PRACMATIC ANE NOT RIGCID, WE SAID,

~JND_DID_NOT_CONFLICT UITH OTHIR MEACURES TO... - e

&

- ‘
SOLVT BALANCE OF PAYMENTS PROPLENS. ITS CONTRIBUTION COULD NOT ‘
B MEASURED IN TERMS OF FUNDS ALONE, BUT IN THE VALUF OF
COLLARORATION BETWFEN DONORS AND RECTPIENTS AND IN THE CONFIDENCE

THAT DEVELOPNENT PLAN® COULD CO FORVARD UNWAMPERFD PARA ON

FONDAY COMMITTER ¥ILL BECIN FXAXINE VARIOUS ASPYCTS OF SCMENE IN

GREATER DETAIL FNDALL$

COL 143 R ——
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INGVA 1263 VITERI FOR JOURNAL FROM CHOSSUDOVSYY UNCTAD.

AT ITS THIRTY=TIRST AND THIRTY-SFCOND PLENARY MEYTINGS THE
COMMITTEE ON INVISIBLES AND FINANCING RELATED TO TRADE CONTINUED
CONS IDERATION OF AGENDA ITEM 8. STATEMENTS WERE MADE BY THE
REPRFSENTATIVES OF TURYEY, JAPAN, MEXICO, USA, CHANA, o

P2/37
FINLAND, ITALY,; CANADA, NIGERIA (UNDER RULE 75 OF THE

-
COMMITTEE'S RULES OF PROCEDURE), AUSTRALIA, ROMANTA, ARCENTINA,
SWITZERLAND, AND RY THY ECONONIC ADVISER TO THE PRESIDENT OF

THE IBRD+

0L 1263 B 75 +




WNGVA 1242 VITERI UNCTAD FOR JOURNAL FROM CHOSSUDOVSXY AT ITS
TVENTYNINTH AND THIRTIETH PLENARY MEETINGS THE COMMITTEE ON }
INVISIBLES AND FINANCING RELATED TO TRADE BEGAN CONSIDERATION OF
_______________..—-——--"""‘"-—-—-.___.______ .

FINANCING cnmnm, ITEM & OF THE AGENDAy= o

’ P2/59= A | }
TD/B/Ce3/13+ STATEMENTS WERE MADE BY THE REPRESENTATIVES i
OF SWEDEN, UNITED KINGDOM, INDIA, FRANCE, ISRAEL, ‘
BRAZIL, NETHERLANDS, YUGOSLAVIA, FEDERAL REPUBLIC OF
GERWANY, AND CWINA. THE INTERNATIONAL MONETARY FUND AND THE
INTERNATIONAL TIN COUNCIL ALSO MADE STATEMENTS(UNDER RULE i
77 OF THER RULES OF PROCEDURE OF THE COMMITTEE).+

COL 1242 TD/B/43 8 TD/B/Ca3/13 TT4++

s’
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UINPSS 139 RAJASOORIA CENTRAL PRESS DESY YROW DOSS
INCTAD'S COMFITTEE ON INVISIBLES AND FINANCING TODAY BEGAN
ITS CONSIDFRATION OF THE REPORT OF THF INTERNATIONAL BANK

)™ ITS STUDY OF A SCHEWE FOR SUPPLENENTARY FINANCING PARA i
FIRST TO SPEAX WERE THE ORIGINAL CO~SPONSORS OF THE SCHEME COLON j
SWEDEN AND '

THE SCHEME AS THE MOST REALISTIC ATTEMPT SO FAR MADE TO SOLVE
THE PROBLEM OF SHORTFALLS IN EXPORT TARNINGS.

IT VAS A NEV INITIATIVE TO SUPPLEMENT INTERNATIONAL AID,
WHICH WAD BEEN LOSING MOMENTUM. .

|
\
.
INIYINGDOM.PARA M. LUNDSTROM BRACKET SWEDEN UNBRACKET DESCRIBED : 1

PAGES



CONSTRUCTIVE ACTIO.. .AS COME UNQUOTE, HF ADDEL,
‘QOTE AND WE SWOULD NOT LET THIS OPPORTUNITY PASS BY UNQUOTE.
PARA AS REGARDS THE RELATIONSHIP BETVEEN SUPPLEMENTARY FINANCING
SCHEME AND PROJECTED INTERNATIONAL COMMODITY AGREEMENTS,

LUNDSTROM CONSIDERED THAT WNILF THE TVO SYSTEMS WERE COMPLENENTARY,
THE SCKEME COULD BF

PAGES

ACTED UPON SEPARATELY AND WITHOUT

DELAY.ITS VALUF 4HE DECLARED ,LIFS NOT IN THE ACTUAL VOLUME OF
ASSISTANCE OFFERED,BUT IN THT ASSURANCT 1T PROVIDES TO ALL DEVELOPING
COUNTRIES THAT THETR DEVELOPNENT EFFORTS WILL NOT BE FRUSTRATED

BY SHORTFALLS IN FXPORT FARNINGS.PARA IN CONCLUSION,

HE ANNOUNCED THAT DENMARV,FINALDN AND NORWAY ALSO TOOX QUOTE
A POSITIVE VIEW UNQUOTE OF THE SCHEME,AND APPEALED TO THE
COMMITTEE NOT TO REOPEN TNE QUESTION OF PRINCIPLE,

BT TO DISCUSS THE OPERATIONAL ASPECTS OF THE SCHEME,WNICN
SHOULD BE SURJECT TC PERIODIC REVISIONS.

PARA J. MARK BRACKET UNIKINGDOM UNBRACKET SAID THAT WHAT MUST
NOW BE DONE WAS TO EVALUATE THE EFFECTS OF UNEXPECTED SHORTFALLS.




@ A'D VALUABLE TO THF DECIPIENTS,AND THOUGH CTRTATN DETAILE WIGHT BE

MODIFIED
o .
.

PAGE? _
AFTER FURTHER CONSIDERATION,HE WOPED THAT THE PRESENT DISCussION |
WOULD REMAIN WITHIN THE FRAMEWORK OF THE ORICINAL RECOMMENDATION. '3
PARA WHILE RECOGNIZING THAT THE SCWEME WAS ONLY ONE OF A :
WIMETR OF POSSTELE INPORTANT NEW DEVILOPWENTS IN THE FIELD OF
MULTILATERAL AID,MARX URGED THAT ANY GROUP OF
PACE®

®

GOVERNENENTAL EXPERTE SET UP TO STUDY IT SHOULD BE GIVEN
CONCRETE TERMS OF REFERENCE AND NOT ASKTD TO CONSIDER GENERAL
RELATED ISSUES.PARA XoG. VAIDYA BRACKET INDIA UNBRACKET ACCEPTED
THE NEED FOR SUCH A SCHEME,BUT VAS OF THE OPINION THAT IT WAS T00
LIMITED IN SCOPE

¥E ALSO STRESSED THE NEED FOR CLOSE COORDINATION ANONG ALL THE |
PARTICTPANTS IN THF SCHENE COLON DONORS ,RTCIPIFNTS AND ADMINISTERING ‘
MENCY.PARA Jo NFBOT BRACKET FRANCF UNSRACYET WNTLE STATING THAT 1
STABILIZATION AND DEVELOPMENT AID WERE MIS COUNTRY'S LONG-STANDING

O NN m e




PAGE 10 » *

SCHEWE FOR SUPPLENENTARY FINANCING.NE SATD IT WAS QUOTE NOT A

REMEDY 5BUT ONLY A PALLIATIVE UNQUOTE.THE TRUF SOLUTION WAS THE

@  CRGANIZATION OF COMMODITY ARKETS ,AND WHILE THE SUPPLEMENTARY
FINANCE SCHENE VAS NOT INCOMPATIBLE WITH THIS,.

W) ™r QUESTION WAS ONF OF PRIORITY BETVEEN THE

PAGEL]

WO TYPES OF ACTION.THE PROPLENM MUST BY STUDRIED CAREFULLY RY |

ALL CONCERNED, 3

INCLUDING THE COMMITTED ON COMMODITITS ,PARA FRENCH REPRESENTATIVE |
.ﬂse WARNED AGAINST THE RIS OF INTERFERENCE ﬁ THE INTERNAL

FINANCIAL POLICIFS OF RECIPIENT COUNTRIES.THERE WAS A DANGCER,

FE SAID ,OF QUOTE

PAGE 12 =

TECHNICAL PATERNALISH UNQUOTE WHICK WOULD ENCROACH ON ALL :
® LEVELS OF A COUNTRY'S POLITICAL LIFE AND THE SCNEME CALLED

FOR CAREFUL STUDY RATHER THAN MASTY ENDORSEMENT. PARA MISS

Fo GINOR DRACKET ISRAFL UNBRACKET SUPPORTED SCWEME IN

GENERAL BUT STRESSED THAT IT WAS PURFLY SUPPLEMENTARY AND MUST

DEPEND LARGELY FOR SUCCESS =

2 N S TN - | TR T I DS . e g e



” T
"@M OTHER FORMS DEVELOPMENT FINANCING.

IN THIS CONNECTION SHE MENTIONED ISRAFL'S QUOTE NOROWITZ PROPOSAL
INQUOTY WHICH COULD OVERCOMF MANY OBSTACLES INNERENT IN PRESENT
SCHENE.THOUGH PRINCIPLE ORJECTIVE OF HOROWIT? PROPOSAL REMAINED ¥
PROVISION FUNDS FOR BASIC DEVELOPMENT, : Tl ot

THE FUNDS MOBILISED COULD ALSO BF USED FOR SUPPLEVENTARY FINANCING

PAGE1S

SHE ADDED PARA JJJ MMM FLENING (INF) THEN TOOX FLOOR TO DESCRIRE
PRESENT STATUS AND MAIN FEATURES IMF'S COMPENSATORY FINANCE
ARRANGEMENTS WHICH WERE ESSENTIALLY DESIGNED MEET SHORT TERM
DEFICITS .PARA M.SANTO MATOR BRACYET BRAZIL UNBRACKET FELT URGENT

MEED FOR SURVEY OF WHOLE INDFRTEDNESS AND PAYMENTS POSITION DEVELOPING

PAGELS

COUNTRIFS.KE CALLED FOR FURTHFR CONSTDFRATION AND CLARIFICATION OF ‘
SEVERAL ASPECTS NEW SCHEWE INCLUDING VOLUME OF FUNDS RFQUIRED
AD RELATIONSHIP BETWEEN DONORS ,RFCTIPIENTS AND ADMINISTERING - ‘
ACENCY.PARA J JYAUTMAN (NETHERLANDS) DFSCRIBED WIS GOVERMMENT'S
REACTION TO SCNEME AS QUOTF POSITIVE UNGUOTE AND COMMENDED THE
FLEXTRILITY THAT

PACELS




WAS ITS GUIDING RL__.PARA WIRKO MARNOLJA (YUE.__AVIA)
ALSO ENDORSED SCMEME IN PRINCIPLY BUT FFLT IT PROVIDED SOLUTION
T0 ONLY ONE ASPECT OF AN INPORTANT PROBLEN,

FUURTHFR STUDY WAS ALSO NECESSARY IN ORDFR FSTABLISH CLEARLY
RFSPONSIBILITITS OF ADNINISTFRING ACENCY AND AVOID TNTTRFERENCE
INTERNAL AFFAIRS DEVELOPING COUNTRITS PARA MKW

PACELY

¥OINYER (FEDEREP CERMANY) ALSO DFSIRED FURTHER STHDY IN ORDER
ELIMINATE QUOTE CERTAIN WEAYNESSES UNQUOTE.

SCHEME MUST CONSTANTLY BF ADJUSTED TO CHANCING CIRCUMSTANCES, :
HE SAID,AND AT PRESENT ONLY APPROXIMATE ESTIMATE OF FINANCIAL REQUT~
REMENTS WAS POSSIBLE PARA PETER CWANC (CHINA) STATED BOTH PRESENT
SCHEME AND MOROWITZ

PAGELE

FROPOSAL MERITED CAREFUL ATTENTION AND WE HOPED COMPENSATORY
FINANCING WOULD SOON BECOME A REALITY PARA DISCUSSION WILL BE
RFSUMED TOMORROW MORNING ENDALL
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WA 1213 VITERT FOR JOURNAL FROM CHOSSUDOVSXY UNCTAD.
THE RESUNED FIRST SESSION OF THE COMMITTEE ON INVISIBLES AND
FINANCING RELATED TO TRADE (TWENTY-EIGHTH MEETING)
WAS OPENED AT 11 AeM. BY THE CHAIRMAN, MR+ Je EVERTS.

THE SECRETARY-GENERAL OF UNCTAD MADE A STATEMENT. B
&
coL 1213 . o=
~ b i D—}
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_AMERICAN CAPITAL OUTFLOWS

A New Leak ?

Geneva

oME of the European branches of
American banks have reportedly found

a way of purchasing foreign securities for
American clients without attracting interest
equalisation tax. This is how it works.
When an American client wants to buy
foreign bonds, he deposits a certain amount
in the bank in the United States. He then
gives a quiet order for foreign bonds to be
bought with this money. The order is

passed on to the branch in Europe, which

in turn buys the bonds in its own name.
(Presumably, there is some kind of future
purchase agreement with the American
customer). The corresponding amount is
debited to the American’s account in his
bank in the United States. But the
branch in Europe finances the purchase
with its own funds or by borrowing on the
Euro-dollar market. So for the time being
no funds leave the United States.

A bank told your correspondent that it
levied a 10 per cent commission on this
kind of operation (less than the 15 per cent
tax) ; and that purchases generally ran to

$20,000 to $3o,ooo In some cases, the 10

per cent commission is split between the
branch and the bank in the United States.
It is possible that similar arrangements have
been made between American banks and
European banks which are not juridically
linked.

Presumably, most banks would under-
take such operations only under con-
siderable pressure from important clients.
Not only does this round-about smack of
collusion in tax evasion. Also, bank
examiners might question any large scale
purchases of long-term investments with
money borrowed at short-term in the Euro-
dollar market, Nonetheless, operations of
this type on behalf of Americans have

apparently assumed considerable propor-

tions, Moreover, bankers say that Ameri-
cans turn up with pockets full of dollars
to invest in Europe, so as not to have to
declare them to the American tax men. The
big Swiss banks say that they do not accept
such money. But the small banks are only
too happy to take it in.

It is surprising that the American
authorities should not yet have reacted
against these practices, which, according to
some estimates, run into tens of millions
of dollars. Switzerland’s position could
become difficult since the American govern-
ment has on several past occasions
criticised Switzerland’s statutory protectiqn

' of bank secrecy.



“othersehave pointed the way for Fiat which
until now has been reluctant to join in the
general European melée. It has always

relied on its dominance of the Italian market,
with which it has led up the scale very
successfully. Now that the pattern of the

500 traded in for the 850 traded in for the
1100 is established, the 124 (like the 600)
appears as an intruder. From the point of
view of the Italian market it may be: but

in a wider European context, whether as a

car to be exported or made abroad, it makes

very good sense.

KENNEDY ROUND
Six Slowly Forward

ENNEDY round prospects brightened a
little this week. France, playing the
old game of tit-for-tat with the Five in
Brussels, decided it had been given enough
assurances on farm financing to lift its
“ reserve ” on the Community’s negotiating
position on aluminium and chemicals. But
the outlook for the agricultural side of the
negotiations remains obscure. A new diver-
gence has crystallised between French ideas
for a world wheat agreement and the Com-
mission’s plan, which the other five think is
more or less satisfactory. Britain will dis-
like both schemes for their obvious impact
on Britain’s balance of payments ; the final
negotiation looks like being thorny.

The Commission’s present plan is fairly
radical. A world reference price would be
fixed between $3 and $5 a ton above the
cost price of the most efficient producer
(Canada), the difference to compensate for
the cost of transport to Europe (the biggest
i market) and storage. Production
would then be regulated for the main wheat
exportmg and importing areas by negotlat-

a “ self-sufficiency percentage ” for each
of them. (This might be 9o per cent for a
net importer like the Common Market, per-
haps 140 per cent for a net exporter like the
United States.) If an importing area’s
domestic production exceeded this percent-
age in any one year, it would pay a forfeit,
proportional to the excess, into a fund
whose function would be to subsidise wheat
exports to poor countries. Equally, if an
exporting country exceeded its percentage,
it would be obliged to either store the excess
or dispose of it through a multilateral food
aid programme.

Faced with this, the French delegation
was apparently divided. It is reported that
while the foreign minister, M. Couve de
Murville, thought the Commission’s scheme
acceptable, the minister for agriculture, M.
-Faurc, believed it would perpetuatc the
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Canadian Switch-back™

HE full measure of the sharp impact of

President Johnson’s voluntary restraint
on flows of short-term funds across the]
Atlantic last year is only now becoming
clear, The first to feel the pinch of the
President’s crack-down on foreign invest-
ments by United States companies—and the/
ensuing scramble at least to pull back liquid
funds—were not the banks in London and
Euro-dollar centres on the Continent, but

ithe Canadian banks. Only the most finan-

cially sophisticated of American companies
and their overseas subsidiaries, even as late
as 1964, ever discovered the Euro-dollar
market in a big way. Most American firms
that sought slightly better employment for
their liquid funds than thar offered at home
looked no further than Canada. But there
they placed vast sums—and the Canadian
banks in turn channelled short-term deposits
to London and the Continent. Or so they
did until February, 1965. According to
figures now published in the latest annual
report of the Bank of Canada, in the months
following President Johnson’s bombshell
and complementary instructions from the
Canadian Finance Minister, Canadian banks
pulled back over £300 million of short-term
funds-from Europe, four-fifths of the total
by June. Just over half of this financed the
withdrawal of American funds from Canada,
showing up as a £175 million plus for the
American balance of payments. The rest,
some £140 million, benefited the Canadian
balance of payments itself, a useful con-
rribution to set against a larger current
account deficit.

The figures underscore just how lucky the
Euro-dollar market was to absorb the impact |
with so little fuss at the time—a sharp,
brief, jump in rates and a pruning of
*“ names ” in the second quarter of last year
were the only signs. The turnabout of the
Ttalian banks from being large net borrowers
of Euro-dollars to net suppliers, and a con-
tinuing large supply of dollars through
Swiss accounts, alone all but offset the reflux
of funds over the Atlantic. The Bank of
England data on the foreign currency
deposits of London banks showed a fall in
London’s total foreign currency liabilities in
the second quarter of last year of just £68
million and a strong rise thereafter as with-
drawals by Canadian banks gradually
tapered off and then ceased entirely. But
all this may merely have bought time.
Rates are now at a near 6 per cent peak,
and there is no reason to expect the pres-
sure on the market to ease. American
companies looking for an alternative to the
clogged market for longer-term dollar
borrowings in Europe are already discreetly
canvassing for short-term money. .
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Sir—Much space has been devoted in your
publication to the international bond market,
which indeed recently reached a condition
of near saturation, IHowever, in many quar-
ters the gloom has been overdone. Before
further preparations take place for the funeral
may I point out that the patient is taking
- a short stroll outside the clinic. My firm
has managed $56 million of straight debt and
convertible debenture offerings in Europe in
the last few weeks for European and United
States borrowers., These and various other
recent issues are presently bid at offering
price or in several cases at fair premiums,
Without wishing to oversimplify a complex
subject I feel compelled to point out that
no proper distinction is being made between
the effect on the market of the volume of
offerings and faulty techniques of syndica-
tion and placement. While the tempo of
issues has been very quick, bond prices have
been depressed beyond the normal incidence
of supply and demand by over-ambitious
offerings and at times a poor understanding
of the composition of the audience and its
psychology. With borrowers often in one
country, underwriters in other locations and
ultimate buyers in different places still, the
feel of the market is elusive, Yet the recent

mck recovery in price of many bonds in the
U face of a lighter issuing calendar shows that
1 money is not as scarce as often mentioned.

On the other hand bankers and borrowers are

aining valuable experience and the m.m\u
l‘s clearly expanding.

Such problems are bound to occur with 50
many newcomers in the market. However,
whatever its shortcomings it remains one of
the most competitive and independent mac-
kets in today’s financial world, rewarding
imagination and competence. and possibiv
serving as an example o those who have
not come 1o accept as ver that raisinz of
capital should be ruled by the same inter-
plav of free forces as the purchasing of
equipment or the merchandising of consumer
zoods.

Any attempt at regulation, given the lack
of a common denominator between national
policies in this field, is premature and pos-
sibiy self-defeating.—Yours faithfullg. , -
Ziiyich Ronert L. GENILLARD

L




" International Bond

Market

SiR—As the author of the proposal concern~
ing the international bond market referred to
in your issue of February 26th, I feel I
should not let The Economist bear the full
brunt of the criticisms contained in Mr
Strauss’s letter published in your issue of
March 12th.

The fact that “ the type of investor who
buys bonds usually does not wish to pur-
chase equities,” as Mr Strauss correctly
points out, is not, I think, a valid criticism
of my proposal, far from it. In fact it is
the very cornerstone of my suggestion, which
aims at taking the heat off the badly strained
international bond market, by recruiting new
suppliers of funds with the offer of forms of
placement other than bonds. Even the con-
vertible debentures which seemed so popular
haive suffered badly from the recent events
in Wall Street, Would this not be the time
to try a new tack, by the flotation of share
issues? I must ask to sign myself—Yours
faithfully, v C. 8.
Brussels
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by no means assured. General business
reaction to the budget is favourable, most
people realising that any major tax changes
will have to wait for the next budget, after
the Carter royal commission on taxation has
reported,

WORLD FINANCES

Don’t Cartelise
Euro-bonds

CONCERN over the strains on the inter-
national bond market is growing week
by week, and has evoked a call for action
from an influential quarter. Mr S. G.
Warburg, whose bank in London has
played a dominant and founding role in the
creation of this market, gave a sharp warn-
ing in a special article in The Times on
Tuesday. The “too rapid * succession of
recent issues can “result in a breakdown
unless decisive corrective measures are now
taken.” Accordingly, Mr Warburg proposes
some kind of international regulation of
these issues. He cites as an example the
“ queue system > used for foreign issues on
the Swiss market; Mr Warburg wants to
regulate Euro-bond issues too in both
timing and in size, with a maximum of,
say, $30 million. He recognises the impos-
sibility of forming a European capital issues
committee (perish the thought); but sug-
gests two alternative policing authorities.
The first is a small committee sponsored
by the six or seven leading central banks
of Europe; the second is the Bank for Inter-
national Settlements, In both cases,
policing would be on an informal basis.
Essentially, the aim would be to spread
across international frontiers the kind of
informal co-operation in the arrangement
and timing of issues that exists in nearly
all national money markets, usually through
an efficiently working old boy network,

Mr Warburg’s proposal, which has not
been discussed with the BIS, has already
attracted support in the international
financial community; it follows in the lines
of a more general suggestion recently made
by Mr Jacob Rothschild. But lingering
doubts remain, It has been the great merit
of the Euro-bond market, along with its
predecessor in short-term money, the Euro-
dollar market, that it has cut clear across
restrictions in national financial markets. .
This has created some problems for national
credit control; but it has also had a very
healthy influence in bringing the force
of international competition against the
national cartel arrangements to which
financial markets are peculiarly subject.

If all that is now intended is international
registration to smooth the flow of these



intérnational issues, <hen well and #vod.
But the gqueue must be kept short and kept
moving, A limitation in the size of issues
would in effect amount to a rationing
system. On just what grounds this would
be operated internationally is difficult to
imagine, It should not be attempted. In
a world of artificially rationed credit, let at
least the international market be open to
any borrower who can pay his way. In
these international markets, interest rates
have proved fairly effective in balancing
supply and demand. This week itself
prices of Euro-bond issues have at last
turned upward, following the reduction and
cancellation of a number of intended
issues, The market is still under strain and
the strain is apparent in the yields of up
to 7 per cent, But that strain reflects, at
bottom, the general strain on international
liquidity at large. The way to overcome
that is to cure the disease by getting results
from the current official studies for inter-
national monetary reform; not to break the
Euro-bond thermometer,

Dangerous Notions
Geneva

HE signs are that Switzerland is falling

in behind France in its intransigent line
on international monetary reform. Dr W.
Schwegler, president of the Swiss National
Bank and the country’s monetary policy
maker, made the position clear at the bank’s
annual assembly held on March 26th.
Having praised international economic
collaboration through the Organisation
for Economic Co-operation and Develop-
ment, he said that this method was
preferable to the creation of artificial
monetary reserves. ‘“ According to the
Americans and the English,” said M.
Schwegler accusingly, this creation should
be envisaged as quickly as possible. “Instead
of rejoicing to find that inflationary pres-
sures are diminishing in the West, these
countries are today demanding additional
monetary reserves artificially constituted and
created with paper and ink and without real
collateral.” (Whatever that may be.) The
building up of “ a gigantic machine ” to en-
large the international monetary mass is
being contemplated. Dr Schwegler called
for each country to observe greater monetary
and financial discipline and to endeavour to
maintain internal and external economic
equilibrium—presumably a dig at Swiss
economic policy. Finally, on international
monetary reform, Dr Schwegler quoted
Talleyrand: *“It is urgent to wait.”

COMPUTERS

Will America Sell East ?

HE Cocom committee, co-ordinating
western trade with eastern Europe,

has been sitting in Paris since last autumn
thrashing out item by item what may or
may not be sold behind the Iron Curtain.

|
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MWDIGESTION. ON EUROPEAN.

CAPITAL

MARKET
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B.L.S. TO CONTROL QUEUE?

By S. G.

It is now almost four years since Mr.
Douglas Dillon, as American Secretary
of the Treasury, expressed strong views
that the leading European nations had
a duty to develop a European capital
market which would take part of the
load off the American capital market.

Long before these admonitions were
uttered the European capital market had
absorbed substantial parts and often even
the bulk of international issues arranged
in and distributed from New York. How-
ever, it was only from 1963 onwards that
such issues began to be managed in Europe
and to be distr.buted trom curopean cenires
such as London, Frankfurt and Brussels on
a larger scale. The amount of international
issues managed and offered through Euro-
pean bank.ng consortia increased from
more than $800m. in 1964 to more than
$1.000m. in 1965. As we approach the
end of the first quarter of 1966 it can be
assumed that during that quarter the
amount will be more than $400m., indicat-
ing an annual rate of, say, $1,600m.

JIRONIC OUTCOME

It is significant that the rapid rhythm of
offerings has put bond prices under such
heavy pressure that borrowers of high grade
have had to agree to terms which only a
few months ago would have been unthink-
able. For instance, the recent European
1ssue of $15m. for New Zealand had to be
made on a yield basis of 6.87 per cent (64
per cent at 96), while only in July, 1965,
New Zealand successfully issued $20m. of
bonds on a 5.97 per cent yield basis (51 per
cent at 973).

Several of the convertible bonds issued
within the past six to 12 months are stand-
ing below their issue prices. If this

development becomes more accentuated, it’

will be increasingly difficult to carry
through any further issues of convertible
bonds. Moreover, the terms for non-
convertible bonds—expensive as they
already are for borrowers—wil] become
still_more costly. Altogether it seems
obvious that offers of new issues in a
falling market can take place only on terms
progressively more unfavourable to the
borrower, which is contrarv to sound
marketinp practice.

Some European bankers and institutional
investors blame the present state of indiges-
tion 1 the European capital market on the
fact that too many American borrowers
have had recourse to the European capital
market, and this has stirred up a consider-
able amount of anti-American feeling. But
this feeling seems to me unjustified, bearing
in mind that the vse of the Eu.mpe.an capi-
tal market by American borrowers is
prompted solely by the American balance-
of-payments difficulties and that these diffi-
culties arise from the immense defence and
aid burdens carried by the United States on
behalf of the western world.

EXCESSIVE ZEAL

It is certainly ironic that after Mr. Dil-
lon’s challenge to the Europeans in 1962
to develop a strong capital market, the
deterioration of this same market has been
caused largely by the flood of issues on
behalf of American borrowers. Be that as
it may, a situation has now arisen in the
European capital market which could have
a disturbing effect on its development in-
stead of sustaining its desirable steady
growth. The strain imposed on the Euro-
pean capital market by too rapid a succes-

Warburg

sion of issues and by making some issues far
too large has led in recent months to a
state of affairs which can result in a break-
down unless decisive corrective measures
are now taken.

When a patient who is otherwise healthy
suffers from indigestion, poor circulation or
high blood-pressure, a good doctor should
be careful not to ascribe the troubles in a
one-sided way lo one specific cause.
Similarly in the case of the European capital
market it would be wrong to blame either
the American issuing houses or the Euro-
pean issuing houses or the American
borrowers or the European borrowers.
Mistakes have been made on all sides and
most of the mistakes have been due to
excessive zeal.

SWISS LESSON

What seems to be necessary is to estab-
lish a better balance than hitherio between
demands made on the European capital
market on the one hand and the funds avail-
able in that market on the other hand. To
establish such a balance some kind of a
queue system should be introduced similar
to that which has been operated so success-
fully in Switzerland with regard to foreign
issues placed on the Swiss markel, It would
also be desirable to limit the size of issues—
again as in Switzerland—and to fix a maxi-
mum of, say, $30m, as experience has
shown that international bond issues in the
European market in the range $15m.-$30m.
have been better received than larger
offerings.

It is obviously impossible to visualize the
formation of a European capital issues
committee which would have any legally
enforceable powers. However, if under the
sponsorship of, say, the six or seven leading
central banks of Europe, a small committee
of representatives of these banks were estab-
lished, it should be possible to rrange for
the issuing houses concerned to register
with such a committee the issues they are
planning, and to be guided by the commil-
lee in regard to the timing and the maxinium
size of these issues.

It can be assumed that once such an
authority were recognized voluntarily by
the issuing houses active in the international
bond business—independent of whether
these are American or European houses—
the necessary modicum of order would be
introduced into the present situation.

CONFUSION TO CHAOS

It is conceivable that the central banks—
for reasons which can well be understood
—would prefer not to be drawn into this
matter. In that case perhaps the Bank for
International Settlements would take on
this job as a sort of unofficial clearing
house. or possibly some other instrument
could be created which would not require
any elaborate organization.

These thoughts are not put forward in the
expectation that a perfect, or near-perfect,
solution to the problem can be found. The
purpose of my observation is solely to point
out the increasing dangers which will follow
if the present drift from confusion to chaos
continues and to indicate the lines on which
agﬁlmprovemem can ‘perhaps be brought

ut

No doubt there are many ways other
than those 1 have mentioned by which we
could achieve a more orderly development
of the European capita] markel. What is
essential is that the issuing houses on both
sides of the Atlantic should realize that by
one method or another they must impose
on themselves measures of self-discipling
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Gold Mining Companies in th

(All companies mentioned are incorporated in the Republic of South

EXTRACTS FROM THE STATEMENTS OF M.
CHAIRMAN OF THE COMPANI

Issued with the Annual Reports for the year ended 31st De:

Daggafontein
Mines Limited

PERATIONS at our company’s

mine during the year under review

were chiefly notable for the high
level at which the mine management
succeeded in maintaining the milling rate.
My previous review made it clear that the
mine was entering the last phase of its life,
during which production would decline
with increasing rapidity. Compared with
the 2,639,500 tons milled in 1964, the
original target was accordingly set at the
lower figure of 2,400,000 tons and this
target was revised in the course of the
vear to 2,340,000 tons. In the event
2,269,000 tons were milled which, in view
of the increasingly difficult mining condi-
tions, is a most commendable achieve-
ment.

Average recovery grade, at 3.96 dwt. per
ton, was slightly higher than the 1964
figure ol 3.78 dwt. per ton. On the other
hand working costs rose to R3.96 a ton
milled (1964, R3.54 a ton milled). The
reasons [or this were : first, the decline in
milled tonnage ; secondly, the greater
attention which had to be paid 1o the
maintenance of haulage and travelling
ways ds the extraction of pillars progressed
and, thirdly, the general increases iIn
salaries and wages in the mining industry.
The net effect was the lowering of working
profit on gold production from the 1964
level of  R3,205,000 to R2,333,000.
Sulphuric acid production yielded a profit
of RY8.000 (1964, R93,000).

Net sundry  revenue amounted to
R167,000 and the total surplus for the
vear was R2,598,000 (1964, R3,479,000).
Taxation and the State's share of profits
absorbed R995.000.

Dividends totalling 30 cents a share
were paid in 1965. This distribution
necessitated a further drawing on un-
appropriated profit and in consequence
the unappropriated profit of R973,000
brought forward from 1964 has been re-
duced by an amount of R414,000, leaving
a balance of R559,000 to be carried for-
ward into 1966.

CAPITAL STRUCTURE CHANGES

~ As members were told in my last review,
it was the board’s intention that the
» nominal value of the company's 50 cent

East Daggafontein
Mines Limited

THE principal feature of operations
at our company’s mine during the
past year was the milling for the
second year in succession of a record
tonnage. The 1964 figure of 1,373,000
tons milled was improved by nearly five
per cent to 1,439,000 tons in 1965.

The mill capacity made available at
East Daggafontein is being taken up by
the supply of gold-bearing material from
the waste rock dump. In effect our
company has thus obtained additional
reduction plant facilities which will permit
of a progressive and profitable increase n
its milled tonnage to approximately
150,000 tons a month by the end of 1967.
With the rise in tonnage milled during the
year there was a reduction in the working
cost per ton milled which, despite the
increase in salaries and wages in the gold
mining industry, fell from R4.38 in 1964
to R4.29 in 1965. The average yield for
the year at 4.11 dwt per ton was above
the target figure for 1965 but was lower
than the 1964 yield of 4.22 dwt. per ton.
The net result was a working profit of
R 1,281,000 which was virtually the same
as in 1964 (R1,301,000). Net sundry
revenue amounted to R63,000 and the
total surplus for the year was R1,344,000.
Of this, taxation absorbed R457.000 and
R161,000 was appropriated for capital
expenditure. A distribution to members
of 20 cents a share (R746,000) was made
during the year, and the unappropriated
profit carried forward into the current
vear was R270,000 (1964, R337,000)

RIETFONTEIN SHAFT

The total development footage driven
increased from 42,788 feet in 1964 1o
49,072 feet in 1965. The programme
of exploratory development on the Mam
Reef Leader horizon was continued in the
north-west corner of the Rietfontein por-
tion of the company’s lease area. This
part of the programme was completed by
June, 1965, and revealed no new payable
zones. Thereafter development on this
horizon was concentrated on the prepara-
tion for stoping of known small blocks
ol ground. f

As in 1964, by far the larger proportion
of development was done on the Kimber*
ley Reel horizon. This amounted to
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, CAPITAL MARKETS

European Seizure—American Impasse

LL too predictably, the European
markets for new international bond
issues are now beginning to burst at the
seams. It looks very much like a case of
last in first out for the big American busi-
ness borrowers who began flooding into
these markets last year, United States over-
seas subsidiaries raised about $150 million
on foreign bond dssues in the third quaster
last year and another $250 million in the
fourth. So far this year, 11 more such
issues have been made or announced for a
total of $210 million, and that excludes two
for $75 million postponed or withdrawn. As
a result, total borrowing on foreign bond
issues has shot up to an annual rate of about
$2 billion over the past six months from an
actual rate of $1.4 billion last year and $900
million in 1964.
About two weeks ago, the cracks began

to show. Joy Manufacturing, the Pittsburgh
mining machinery company, postponed a
proposed $25 million issue, with a 4} per
cent coupon and a share conversion option.
Last week, Chrysler withdrew a large $50
million issue. On Tuesday of this week
W. R. Grace, the American chemical com-
pany, finally got a $15 million issue off the
ground, but only after offering an unpre-
cedented §5.13 per cent issuing yield on a
convertible ; and even then it took the
underwriters an extra week to drum up the
investors needed.

Despite widespread reports to the con-
trary, there seem to have been no formal
“ protests,” official or otherwise, from
Switzerland or Germany against these
American issues. The markets were plainly
overburdened. And the strain has now been
intensified by the forced withdrawal of




A LA SALAAVEARA AL At B vl VL LA
{Aluminium Company of Arnerljcra) as the
largest producer, reports record profits in
1965. But the report adds that the previous
high point was in 1956. In the nine years
in between ingot capacity throughout the
world out-stripped demand and with falling
prices and high depreciation charges Alcan’s
profits tumbled from 1.90 Canadian cents a
share in 1956 to 0.80 in 1958 and were still
only at 1.07 cents a share in 1963. That
they have now risen by 809 in two years
is due to two factors. Although American
producers at the end of 1965 failed to lift
the ingot price still higher (which Alcan
would have almost certainly followed) the
price had already gone up 109 in the
eighteen months before November, 1964.
Increased sales were not matched by in-
creased capacity, and American producers
found nearly all their past slack taken up.
Only Alcan of the leading producers had
apy capacity left. It exploited the advantage
by lifting exports to the United States by
nearly a half in 1965,

+With a cash flow bolstered by high

they have paid little or no tax because their
heavy capital programmes have offset their "
liability, and their dividends were paid net.
Paying dividends gross from income already
taxed at 35-40% sharply raises their tax bill.
Waterworks companies, like the normal
companies, would prefer to raise money by
issuing debentures, but their borrowing
powers are limited legally. The Ministry of
Housing and Local Government has said
that it would be prepared to raise the limit
and Bristol Waterworks is to send a petition
asking for specific borrowing powers.

In time the higher gearing through deben-
tures will benefit the companies’ customers
who at present are subsidising the exchequer
which is shortly to subsidise their rates.
There will be less tax to pay than there
would have been under even the old tax
system while the companies relied on prefer-
ence shares. Preference share issues by the
companies are likely to become very rare in
future as new money is raised by debentures.
In safety, though not in ease of dealing. a
waterworks debenture is as safe as gilt edged,

depreciation, and little additional ingot and vields more,



+ The Fifteen Mile Rule

: THE future shape of the stockbroking
trade (or profession as it will soon be)
in Great Britain is slowly becoming clear.
In a thoughtful speech in Edinburgh the
chairman of the London Stock Exchange
argued that:
there must exist hope that this Federa-
tion [of Stock Exchanges] will evolve in a
relatively short space of time into one
Stock Exchange. Federation as such is
designed to secure an important service to
the investing public and to provide more
efficient means for the general public to
L}'ansact business irrespective of where they
ve,
But some brokers in small provincial centres
are still trying to ward off the evil day by
taking advantage of the rule that no London
firm can have a branch office within fifteen
miles of an existing exchange or in any town
shat already has one broker, however small.
This ensures that there will ‘be ne.
branch broking under present rules. At
teast one large London broker found its

plans upset by a defensive merger in a



Canadian investors who, by some accounts,
took up some 15 per cent of all new foreign
bond issues in Europe and a rather greater
share of naw American issues, Last week,
Mr Mitchell Sharp, the Canadian finance
minister, formally * requested ” some 450
Canadian institutional investors not to buy
any more dollar bonds issued by United
States companies outside Canada. But even
before this publicised request Canadian in-
vestors seem to have been under some pres-
sure to hold off : their sudden, forced with-
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For the banks, this fir

mancing of com-

purchases marks a departure from
common practice. If the buffer stock buys

i1 T he marlat . - : 11
tin in the market to prop the price, it will

1e initial £10 million now being
contributed by its member countries. If
further intervention is necessary, the buffer
stock will use its bank credit. Here it will
pledge as collateral first, the tin it bought
in the market to prop the price ; second, the
tin due from its member countries as the
second instalment of their contribution to
the stock. In a falling market the member
countries would obviously choose to provide
tin rather than cash. Commonly, banks re-
quire commodity collateral to exceed by 25
per cent at prevailing prices the amount of
any credit granted, though in this particular
instance the details of the collateral that
would be required have not been disclosed

KEY INDICATORS

WORLD COMMODITY PRICES

Our all-items indicator fell by 0.3
point in the week to March 23rd.
Copper, tin, zinc and rubber were
mainly responsible

Producer price of zinc has come
down at last.

Copper fell sharply on Tuesday—
by £27 a ton—on release of 200,000
tons from the United States
stockpile. By Thursday there had
been some recovery. There is still a
world shortage, but with prices still
so high, substitution (e.g., of
aluminium or plastics) should soon
make itself felt.
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EUROPEAN FINANCIERS PROTEST
AT U.S. LOAN INVASION .

One of the less obvious reasons behind
the weakness of the pound is the
persistent strong demand for dollars.
When dollars are badly wanted there is
always a tendency for the Continent to
sell pounds to buy the dollars, This is
happening now, and it has contributed
to the fall in the sterling-dollar rate,
Recently part of the dollar demand has
been directly attributable to the flow of
euro-dollar bond issues by American
companies through the European capital
market, which has become so strong that
in recent weeks it has caused consider-
able irritation on the Continent. Now
the irritation is being reflected in official
action. Swiss bankers are believed to
have already asked their Government to
protest to Washington. German bankers
are understood to be considering making
a similar move., And bankers in other
countries may well follow their example,

Limited Funds

Their irritation is easy to understand,
even though it may not be fully justi-
| fied. During the past year so many
major American companies have raised
loans in Europe that Continental under-
takings maintain insufficient funds are
left to meet their legitimate needs. As
a German banking house recently put it,
A ankee raids on the local money market
have now become a very disturbing
matter for German and European
dinancial circles: there is only so much
Hquidity available and these American
issues are soaking up investment funds
that might otherwise go into German
business ventures.

What irritates European banks so
much is that the Americans are invad-
ing, almost monopolizing, a new market
they themselves urged should be created
for a different purpose. During the past
decade Germany and several other con-
tinental countries have been generatng
a great deal of capital but, as it was not
mobilized properly, they continuously
raised funds in the United States. The
resulting additional strain on the Ameri-
can balance of payments prompted Mr.
Dillon, the former United States Secre-
tary of the Treasury, to suggest in 1962
that Europeans should establish a capital
market of their own sufficient to meet
the demands of continental industries.
Now the newly created market is being
denuded of its funds by American com-
panies (or their subsidiaries) who have
been exhorted by their Government not
to raise in New York the capital they
need to expand their foreign interests.
From the European point of view, the
Americans are thus trying to eat their
cake and keep it.

In theor'y the American companies

coiffpete o1 equal terms with European

companies for the capital funds avail-
able in the European market. But in
practice the American companies are so
big, so well known. so credit worthy.
that they are in a privileged position.
Their issues are much more attractive
than those by local borrowers —and the
conversion option makes them more
attractive still, especially when Wall
Street is strong, Accordingly continental
borrowers are either’ squeezed out
entirely, or else they have to pay interest
rates appreciably higher than would
have been necessary in the absence of
the Americans, The rise in interest rates
is also currently irritating many of the
investors who take up loans raised
through the European market because it
has depressed market prices of bonds
issued before the rise began.

The plain fact is that the European
market is not vet sufficiently developed
to meet all the demands now being made
on it. . This would probably have
become evident much earlier had it not
been for the fact that American loans
floated in Europe have in part been sub-
scribed by funds raised through the salg
in New York of existing United States
securities held by European investors.
But taking a long-term view. the overs
strain should be relieved by the furthef
development of the mechanisms for
mobilizing funds generated in Europe.
And some relief should soon be forth-
coming from interest and sinking fund
payments on loans already floated in
Europe. Stockbrokers Strauss, Turnbull
have calculated that interest payments
on the loans currently outstanding will
amount to about $175m. pér annum. In
addition around $60m. of stock will be
retired from the market this vyear
through sinking fund operations. This
total will increase annually to $175m. in
1970. It is reasonable to assume that
the bulk of these funds will be reinvested
in similar issues; thus supporting the
market and providing a source of
demand for future new issues.

Local Action

However, that is looking far ahead. So,
too, is the claim that the European
market will benefit from United States
ideas, such for instance as the use of con-
vertible stock. But the irritation arises
from the immediate problem. If Ameri-
can companies continue to invade the
market on the grand scale—and present
indications are that they will—more
protests may be made to Washington
and, perhaps, local action taken tem-
porarily to curb the American appetite
for European capital, or at least ensure
more time between the appearance,of
new loans.
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