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I.iOidDrln: To: National £dvisory Cowicil

From: r. Wlite (Chairman, Technical Committee)

Subject: Final Report of the Sub-Com,ittoe on Maurketing
of Intern'tional Dank Securities to the
Technical Comrittee of the National Advisory
Council

The attached report is submitted to the Council

for its information.
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O31tA0RA1i?= To: Technical Coimittoe of Niational advisory Council

7rom: Sub-Conrittoo on Marketing of International 3ank
Securities

Subject: Final Report and 2ocomnendations

This Sub-Coniittoe was one of two sub-comritteos established by
the Tochnical Conmittco at its nooting of Janury 3, 1946 to study the
problems involved in narkotin-; the bonds of the International Sank.

Members

The active memnbors of the Sub-Co.mittoc wore:

Zltinc .anold - Treasury Department
Louis IT. Dombitz - Federal Resorvo ooerd
Morris J. Fields - Department of Commcrco
taltor C. Loucoiheim, Jr. - Securities and Exchange

(Chairman) Comnission
Goorgeo Luthringer - State Department

Studios and Roports

The Sub-Co-mittou has studied, discussed and presented its con-
clusions on: the strtus of the direct and guarn-atood obligations of the
3enk under the Securities Act, the Socurities Exchange ~ct and the Invest-
ment Comxmny Ict: the :ossiblo effect of State Slue Siky Laws upon the
mnarketing of the 3anr I's bonds: State laws regarding investment by insurance
companies, trustees, savings banls, chsritrblo institutions and general
corporations; and several problems involving the invost.ont bnrking
industry.

asecd upon these studios and discussions, the following reports
have boon subsittod to the Tcchnical Con:iitto by this Sub-Cosmiittoe:

(1) Initial Conclusions and Rocow;oandations (7.oC Technical
Co:nittoo Docnumnot Zo. 16, January 22, 1946).

(2) Recent Devoloprants in Earkoting of International Bank
Socurities (!,C Tochnical Corv:itte Docuwnnt No. 21,
?trunry 26, 1946).

(j) -ction of !. Y. State Legislaturo (ilrch 25, 1946).
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In addition, the Report of the Technical Committee to the National ~dvisory
Council on iarkoting of International Bank Securities (NIC Docusnont 1io. 69,
February 12, 1946) covered the activities of this Sub-Coirnittoo.

Discussions and Results

The major efforts of this Sub-CorAittec wore devoted to the prob-
lemns arising fron the ineligibility of the rankz's bonds under uost state
laws for invostxent by insurance companics, savings banks and trustc ;s.
The substonco of the discussions which wore hold with state banking
authorities and recoresentatives of insurance comionies and savings banks
was contained in ILAC Docwuuot rTo. 69, The further dcvolopnents on this
r.atter wore presented to the Technical Conmittoe in itC Technical CorunAittoo
Document ITo. 21 and in the report of omch 25th on the action of the
ITow York Stato Legislature.

The banking laws of the State of Now York have now boon amonded to
permit invostnont by savings banks in the direct and gartantoed obligations
of the International Dnk. Tho passrge of this nsondnent may be largely
attributed to the Co;mittee on Savings Banks Investionts for Now York State,
with which this Sub-Committee origina.lly took up the problemon. The effect of
this aonendnont is to mnoe the B=k1's bonds legal invostrents not only for
savings banks but also for trust funds in iNew York and son: other states.

Io action was taken, however, either by the insuranc company
representativos or by the Superintondcnt of Insurance toward the introduc-
tion to the Now York Legislature of a bill to periit invcstment in the
Bank's bonds by these institutions. ,s the roew York Legislature has now
adjourned, any such amendeont to the insurance laws will needs be postponed
until the 1947 session. Sinilcr delays in legalizing institutional invest-
neant in the Brnk' s bonds by legislatures of other leading states which eot
in 19L6 (i:assachusetts and 17ow Jersey) result fron the fact that they were
not presonted with the onaling ars.oninonts prior to adjournmeont. It may
well be, however, that the action tkokn by New York State, and the position
of its 3anking Con'issionor, will have an i.mportnt influence upon other
state authorities to support sinilr nomeasures in the near future.

i:onbors of the Sub-Conritteo have discussed the problemns involved
in the nmrkoting of the Bankc' bonds with roprosentative investment bankers
ond with officials of the Investment Bank:ers Association, of the National
Association of Securities Dealers, and of the New York Stock Exchnngo.

As a result of these discussions, it is felt that an active interest
in the marketing progrvz of the Bank has been generated in the investment
cornunity, which previous to those discussions had given but little
attontion to the subject. The Investment Bankers .ssociation has
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ostablished two comnittoos to consider problois dealing tiith the
Intornational Bank; the N.tional Aissociation of Securities Dealers
will consider in dotil its cooperation with the Banc at its forthcoming
board of governors moeting; and the New York Stock Exchange has infornmally
indicated its interest in adnitting the Bank's bonds to trading privileges.
A discussion with invostrent men in large conmmeorcial banks was also
initiated by this Sub-CorTsittoo, and subsequently resuned by the Sub-
Corlittoc on Inveostont by Banks.

Recommondations

The placihn; of large volule of now and unfamiliar securities
such as the B3nl wi indue is a substantial undorttking. A widespread
distribution of the bonds onong individual as well as institutional inves-
tors will be nest desirabloi. The distribution of the initial issues of the
B3nk will prob<-bly be affected by the prospect that many institutional
investors will be precluded from purchasing then. The Sub-Committec
renews its recontendations as to the following course of action:

(1) To continue discussions with ropresentatives of investnent
bankers, of securities brokers and del-ers, and of national securities
exchanges with a view to preparing for the widest possible distribution
of the Bank's bonds anong investors.

(2) To initiate an educational program to acquaint the public
with the purposes and operrttions of the Intornational Brnk and with the
typos of securities that it will offer. This step soens particularly
inmportant and timely in view of the relative unfaniliarity with the Bnnk
shown by so many of the investment experts in discussions with them.

(3) To continue activities toward the relaxation of state
laws to miake the 3ankr s bonds eligible for investment by insurance
comrpanies and savings banks at the earliest feasiblo date.


