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(2) The present statutes prohibit a member bank from investing
more than 10 per cent of its capital and surplus in securities of any
one issuer. This provision would limit total bunk investments in
International Bank securities to about 600 million dollars, even if
every bank bought its maximum. The subcommittee believes that if
this rule remains applicable to the securities, it is likely at some
stage to be the limiting factor on many bonks' purchases. The sub-
committee suggests that informel discussion of the subject with
responsible investment officers of representative member banks is now
in order., If it appears from such discussions that the precent limi-
tation is likely to prove significantly restrictive on the benks as
o whole or on individuul bonks capable of making substantial invest-
ments, the subcommittee would recommcnd that the law be amended, either
to eliminate the 10 per cent limitation or to increase the percontage,
for securities of the International Bank,

(3) The present statutes would also prohibit a member bank from
acting as an underwriter or distributor for these securities., The
subcommittee accepts the principle that in general it is desirable
not to mix commercial banking with the underwriting and distribution
of securities. Furthermore, it does not anticipate much need on the
part of the International Bank for underwriting services, Distribution
services, as distinct from underwriting, may be needed, however; and
the subcommittee suggests that the whole subject should be discussed
informally 1ith selected member banks with a viev to ascertaining
whether the banks could perform sny services in this field that would
significantly widen the market for the Internationsl Bank's securities.
A recommendation could then be made in the light of this information.




