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IEMORAITDUL. Tos MNational Advisory Council
From: Mr. White (Chairman, Technical Committee)
Subject: Final Report of the Sub-Committee on Marketing
of International 3anlc Securities to the

Technical Committee of the Wetional Advisory
Council

The attached report is submitted to the Council

for its information.




Tational Advisory Council
Document 1To. 101

pril 10, 1946
IMEMORANDUI To: Technical Committee of National Advisory Council

From: Sub-Committesc on larketing of International Bank
Securities

Subject: Final Report and Recommendations

This Bub-Committce was one of two sub-committees established by
the Technical Committee at its meeting of January 3, 1946 to study the
problems involved in marketing the bonds of the International Bank,

Members
The active members of tho Sub-Committee were:

Blting arnold Treasury Department

Louis N, Dembitz Federal Reserve Board

Morris J. Fields - Department of Commerce

Walter C. Louchheim, Jr, Securities and Exchange
(Chairman) Commission

George Luthringer State Dopartment

I

Studics and Reports

The Sub-Committoc has studied, discussed and presented its con-
clusions on: the status of the direct and guarantced obligations of the
Bank under the Sccurities Act, the Seccurities Exchange s4ct and the Invest-
nent Company Act; the Jossidle offecct of State Blue Sky Laws upon the
marketing of the Bank's bonds; State laws regarding investmeont by insurance
companies, trustces, savings banks, charitoblc institutions and gencral
corporations; and scveral problems involving the investment banking
industry.

Bascd upon these studies and discussions, the following reports
have boon subnitted to the Tochnical Committec by this Sub-Committec:

(1) Initial Conclusions and Rocomiendations (ILiC Technical
Comnittee Docunent Wo. 16, January 22, 1946).

(2) Recent Developments in Farketing of International Bank
Securities (WAC Technieal Corittoc Docunent io. 2L,
Fédruary 26, 1946).

(3) Action of W. Y. Stato Logislaturc (liarch 25, 1946).
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In addition, the Report of the Technical Committce to the National Advisory
Council on Markcting of International Bank Sccurities (NAC Documont MNo. 69,

February 12, 1946) covercd the activities of this Sub-Connittce.

Discussions and Results

The major offorts of this Sub-Committec werc devoted to the prob-
lens arising from the ineligibility of the Bank's bonds undor most state
laws for investment by insurance companics, savings banks and truste us.
The substance of the discussions which werc held with state banking
authoritics and representatives of insurance companics and savings banks
was contained in NAC Document Mo, 69, ' The further developments on this
matter were presented to the Technical Committee in NAC Technical Cormittec
Docunient FNo. 21 and in the report of lMarch 25th on the action of the
lew York State Legislature.

The banking laws of the State of Wew Yorlk have now been ancnded to
pernit investnent by savings banks in the dircct and guarantecd obligations
of the International 3aonk. The passcge of this anendment nmay be largely
attributed to the Connitteec on Savings Banks Investnents for New York State,
with which this Sub-Committee originally took up the problem, The effect of
this anendnent is to make the Bank's bonds legal investuents not only for
savings banlks but also for trust funds in Few York and sone other states.

No action was taken, however, cither by the insurance company
representatives or by the Superintendent of Insurance toward the introduc-
tion to the New York Legislature of a bill to permit investment in the
Bank's bonds by thesc institutions, 4As the New York Logislature has now
adjourned, any such anenduent to the insurance laws will needs be postponed
until the 1947 session. Sinilar delays in lecgnlizing institutional invest-
nent in the Bank's bonds Dy legislatures of other leading states which net
in 1946 (linssachusetts and New Jorsey) result from the fact that they were
not presented with the enabling anmendments prior to adjournnont. It may
well be, however, that thc action taken by New York State, and the position
of its Banking Commissioner, will have an impartont influence upon other
statc authorities to support sinilar ncasures in the near future.

lienbers of the Sub-Cormittee have discussed the problems involved
in the norketing of the Bank's bonds with ropresentative investment bankers
ond with officials of the Investment Bankers Association, of the National
Association of Sccuritics Denlers, and of the New York Stock Exchange.

48 a result of these discussions, it is felt that an active intcrest
in the marketing program of the Banl has been generated in the investnent
cormunity, which provious to these discussions had given but little
attention to the subject. The Investment Bankers association has
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cstablished two comnittocs to consider problens dealing with the
International Bank; the National Association of Securitics Dealors

will consider in detail its cooperation with the Bank at its forthconing
board of governors meeting; and the New York Stock Exchange has informally
indicated its interest in adnitting the Bank's bonds to trading privileges.
4 discussion with investnent men in large commercial banks was also
initiated by this Sub-Committce, and subsequently resumed by the Sub-
Committec on Investnent by Banks.

Recomnendations

The placing of large volune of new and unfanilinr securities
such as the Benk wil' issue is a substantial undertalzing. A widespread
distribution of the bunds among individual as well as institutional inves-
tors will be nost desirable. The distribution of the initial issues of the
Bank will probably be affected by the prospect that nany institutional
investors will be precluded fron purchasing then. The Sub-Committec
renews its recommendations as to the following course of action:

(1) To continue discussions with representatives of investnent
bankers, of securitics brokers and dealers, and of national securitics
exchanges with a view to preparing for the widest possible distribution
of the Bank's bonds anong investors.

(2) To initiate an educational progranm to acquaint the public
with the purposes and operstions of the International Bonk and with the
types of sccurities that it will offer., This step scems particularly
important and timely in view of the relative unfaniliarity with the Bank
shown by so many of the investment experts in discussions with them,

(3) To continue activities toward the relaxation of state
laws to nake the Bank's bonds eligible for investment by insurance
conpanies and savings banks at the carlicst foasible date.




