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(The following address by Honorable Eugene *eyer, president
of the International Bank for Reconstruction and Development,
before the Board of Governors of the Bank is scheduled for
delivery at the First Annual M.eeting of the Board of
Governors at 113 0 A.d, E.S.T., Monday, September 30, 1946,
and for rlease at that time.)

The report by the Executive Directors, submitted to the Board
of Governors today, had its genesis over three years ago during a war in
w:ich nearly all mankind was engaged, At that time members of the United
Nations 'Yere by no means sure when or how the war would end. But they

e're vividly aware of the vast destruction that was taking place over the
?>orld an! of the need for com-on action after the war if currencies were
to be stabilized and if international investment vas to approach in
volu:e the needs that would exist for the reconstruction of the world
Ccofomy.

By the sunner of 1944, vnen the Bretton Woods Conference vas
convened, UNPRA had been ostailished and there was reasonable assurance
that the immediate relief and rehabilitation requirements would be met
follvring the libcration of arors then occupied by the enemy, It was
frankly recognized that relief was not the anpropriate object of inter-
national invcstmcnt.

The International Pank was created to assist in the reconstrnc-
tion and development of the territory of its members by facilitating
the inv2stment of capital for productive purposes. This is the only
sound basis on which arny international londing institution can be con-
ducted,

You have in your hands now the first annual report oy the
Fxecutive Directors which reflects the progress made by the Bank in
readying its-lf for business. The structure of the Bank has been es-
tablished, most of the key personnel has been appointed, and working
procodures and relationships have been successfully developed. At the
same timl the Executive Directors have examined, together with the staff,
the policy and operational questions which lie ahead and they have made
preparations to mnet them as and whcn they arise,

I am happy to say that or. every matter which has come before
the Ex cutive Directors it has ieen possible to resolve all differences
of opinion. 'Acticn has been uniinhous On taeh:itern f basiness. The
ExecutiVe Direct rs have iLpressed ne -s a grv:p of unusually Tble mrnn
Eh, are ;uidei tby the high. purpoaes.expressed ip thArticlcs f Aree-
sent hf the Bank and wh, are wcrking togth'r in a spirit of harm .ny
Witih Cod-will toward each other and toward the staff.
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The Bank fixed June 25 as the date for the formal conmence-
mont of its operations. By this action the first two percent of the
subscriptions of each of the members, payable in gold or United 3tates
dollars, became due within sixty days-by August 24th. An additional
three and five percent of the capitl subscriptions have bcrn called,
payable in local currencies of the members on or before November 25th.
The mombers also have been notified that the Bank intends to make two
further calls of five percent each, payable in their local currencies on
or before February 25 and May 26, 1947, respectively.

Of the first two percent of tlhe members, subscriptions, the
Bank has received in gold and United States dollars nearly $L44,000,000,
and under the Articles of Agreement partial postponements have been
authorized for seven countries which were occupied by the enemy during
the var. Also, pursuant to the Articles of Agreement, requests for
postponement of ta: balance of the first two percent of subscriptions
arc under consideration in the caso of tvo countries,

The United States had paid in full the three nercent call
and Chile rnd Costa Rica have paid in full the three percint and five
percent calls.

As a re3ult of the various payments the Bank had at the time
of the report capital resources of about 0242,000OC,000. Exccnt for
approximately $3,000,000 reresented by local currencies, this amount
vaz composed entirely of gold or United States dollars,

Ths Executive Directors have authorized the investment of
the United States dollars received by the Bank in payment of the first
two percent of the subscriotions of the members in bills, notes and
certificates of the United States Treasury having a maturity when pur-
chased of not more than twelve months. Under this authorization, vre have
alread(y completed the investmnt of $125,000,000 in such securities,
hFunds received in payment of the further calls will be representod by
currencies of the members, who are entitled to substitute non-interest
bearing notes, payable on demand, for such funds to the extent that they
are not needed by the Bank in its operations.

I have been surprised in recent :eeks to find that there are
those who think it curious that the Bank has not already negotiated a
number of loans, Ths fact is that, at the date of the annual report,
letters requesting loans had been received from only two covntrizs, and
in neither case has the Bank yet received such prcperly documented
applications as would make it possible for us to act. Since then, a
letter has been recoivod from a third country t-ch indicates that its
representatives are prepzrcd to begin discussions, and informal advices
indicate that the same may be true of several other countries. It is
impossible to know at the moment her rapidly the necessary infrmation in
these cases will be developed and hn', speedily the negotiations can be
conducted.

The Bank can, of course, supplement its capital by borrowing
the additional funds necessary for its lending operations. I have spent
a good deal of time in discussions of the problem of marketing the Bank's
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curities. Commercial bankers, investment bankers, representatives of
i:.urance coipanies and savings banks, dealers in securities and
officers of the Federal Reserve banking systenm have been consulted. I
have also requested the Executive Director of the Bank representing
Canada to take up with his Government trhe possibilities of marketing
vhe Rank's securities in Canada. As circunstances justify, -e will
study the rnarketing possibilities in other countries.

In the United States, the laws of some of the states ,'ill
hov to be revised before insurance companies and savings banks can
inv-st their funds in the Bank's securities, and steps n.ust be taken
by the United States authorities and others to secure the necessaray
changes. These changes will, of course, take some tire. Naturally,
evory effort will be made to coordinate our borrowing with our pro-
grai as to loans, and I an confident that any anount that may be re-
quired imnrediately can be prorptly obtained.

I have been askod wnat the form of the Bank's securities
will be and vhat interest we shall pay on them, It would be futile and
rinleodin: if I were to pretend that I knzw thc exact answers to those
qu sticns. But it dous seeI to me that, if the Bank acts prudently
in its lending operntions and the general economic cornditions of the
world continue to develop alcng, the lines envisaged in the Bretton
?oods Agredpents, the IBank's securities will be attractive enough to
cotnand a rasonablo rt of interest.

WVe havQe movid carefully in the recruitnont of the Bank's
staff bocause it is essontial tt¥t the officers and employees of the
Bank lhave a high order of corpetenco. If ..e should fail to select
people rho !cat the highest stapdard of character and competonce, awe
would :eost certainly find the Bank's operations seriously hampered in
the future.

It has b'en our desire to recruit personnol as rapidly as
ras necossry* for the proper functioning of the Bank, but not to build
up a large staff before it was clear precisely ?hat would be needed.
7e havG, ho~ruver, made araangemionts which will peorit us to call upon
engineers and other technically qualified personnel on a consulting
lasia should this prove necessary. This procedure also will be useful
in the period before the pronanent staff is fully completed. I feel
that 1e are in a position to handle properly any formfl loan applica-
tions xhich we will receive, and v:e will proceed with the permanent
staffing of the Bank as circurnstsnces require.

Our desire to build soundly has led us to the conclusion
tivt ',N should lot nur cxpcrianc in operations detonine the form and
nature of our cooperation with other international organizations those
activities cormplyz -nt or affect those of the Bank. "c have had repre-
sentatives in attendance at meetings of the Food and Agriculturc Organiza-
tin and the Ecnonric and Sycial Council and its subcornissions. .e
hvvc bean ,specially anxious to ccordinate our activities with those of
th. Fund, andi e are nc* establishing a Joint standing cornittee of the
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Executive Directors of the two institutions to assure the maintenance of
continuous contact. It is not possible yet to establish formal arrange-
ments for cooperation vith the Economic and Social Council. But Tie have
every desire to give and receive cooperation and will develop practical
vorking relationships wherever these prove advantageous either t- the

Bank or to the United Nations.

We have included in the annual report financial statemnents
based on an audit as of June 30 and additional financial stateronts as
of August 31. Naturally, thepe cover little momr than the first pay-
ments of subscriptions to the capital of the Bank and the operating Qx-
penses already incurred. ie have, however, established an accounting
procedure within the Bank and we engaged an outside auditing firm to
rake an audit of the Bank's financial position as of June 30, the end
of our fiscal year.

W'e expect to be lending large suns of money. This will entail
the borrcwing of large amounts frcrm private investors. The accuracy of
the Bank's accounts therefore must be beyond question and there must be
confidence in our auditing procedures. We have set up a chart of the
Bank's accounts -hieh we beliove w4ll bo adequate to reflect fully the
operations in which ve "ill engage, and periodic outside audits of our
accounts will assure the closest scrutiny of our accounting procedures.

I shall not review in any further detail the material included
in the report submitted to you today. It is a report of the early stag-s
in the life of an institution t0 which the people of the world lick for
help in reconstructing their devastated lands and in assisting them to
engage in productiv e activities ?hich will increase their standards of
living.

'We in the Bank and in the Fund are rorking in organizations
whose purposes are t> proemiote peace and prosperity through the nachinery
of monetary stabilization and through restoration of international credit
on a large scale by the maber nations. It is unnecessary to tell you
titt these institutions do not operate in a vacuun. They are part of a
plan for general international organization to improve the lot of
humanity. Their activities are rooted in the fundamental relations be-
tw;een the nations of the world, great and snall. Stability, tc be
achieved, must be desired and struggled for. We must realize that after
the great storm of war, a calm cannot be expected imnmediately. Still,
if the fundamental desire of the nations is for peace and undorstanding,
there is hope that the stability we desire may be attained,

The Executive Dinrectors of the Bank and I ,elconc this
opportunity to meet with the Pca5 of Governors and diesuss the proper
service which the Bank can render. I bolieve in its ability to servo
the world, and I am sure that the txocutivc Directors and the staff have
only ono objective-to carry out the purposes which the founding nations
had in Mind when they created this International Bank for Reconstruction
and Devewlopment.
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I think the Bank is well begun and that the year ahead ,iillbe onm of progress in the fulfillment of its rission. I cannot closewithout payins tribute to the men of the various nations who firstcrncmtved the idea of creating these two great tvorld organizationsth0 Bank and the Fund-and proceeded to ake their dream come true.?Thoth r or not these institutins rill fully attain the Objectives e!fall their hopes and expectations, thoe 7'orld cortainly rill be vistlybetter for the fact that such high ideals wore cry-stallized intounitnd actinn by the great group of nations which conceiove them,


