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for the Bank, Mtcﬁmﬁnﬁu“”d’“ﬂﬂ
prineipal must be fully guaranteed by the naticoal government of the
borrowing eountry, &hmm‘-m-m
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FAT S il Arbiala TV, Sastton B, of $he seopecel %o sumies
I;f‘ ;!uiumluc “The Benk may guarantee or partieipste in
' losns made by private investors to a mesber eountry, its politiesd
I subdivisions, and business snd industrial enberprises in s mesber
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provided for, Ineidentally the eommittee folt that this 1iberalisstien
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T may be expected that public investors, st least in the United
States, will be more interested in the guarantee of the Benk then in «
guarantee of & national goverament, Itwﬂﬂhhﬁﬁllﬂhd
mumxmmummmmuuumum
Mlﬂmm%mﬂnﬂﬁﬂ& On the other hand,
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guarantesss The provision, therefore, would seem $o be of doubtful
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From the point of view of the protectien of the Pank, there was
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placed upen them. Tt was felt that the Bank could heve recourse
hmrﬂdmw-Mhh”
antee fisld such as & more rigid delimitetion of the retisc of o~
stending obligations to its capital and by prevision of even more
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ventures, n-urmumun.m.mwmu
to the mnagement of the Bunk and do not need to be writtem into the
Lgreement ,
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would seem o have ancther sdvantage in making the Buuk & more
effestive agensy for the stabilisation of imterest rates and the
pricing of foreign issuess This might result fron the fact that
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maintaining the flow of imternstionsl investment funds.
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Section IV, 4, of the propossl te resd as follews:
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""f’amuuum international equity imvestments
 %he Bank may esploy & swmll part of its cspitel by mrtieipating
in sueh imvestments, provided (1) thet s competent committee,
after careful study of the merite of the project, reports that
such investment would serve to raise the preduwetivity of the
borrowing sowtry, and (2) that the fimds ere not ctherwise
svailable for these purposes on terms which, in the opiniem

of the Denk, are reasonable.

The primery purpose of this provision is to emable the Bank to
facilitate the provision of egquity capital by private eorperations
and finaneial institutiors in additien to the borrowed capital which
it omn help provide. It may well be thet, due to Semporary or pro-
treoted wfavorable msrket conditions, foreign enterprises in need of
investoent capitel may be umsble te oltain funds without asssistance
from the Banke The obtaining of equity cepital rether then berrewing
is feequently preferred by many sound enterprises and is gemerally
recognised as o desirsble tremd, not enly with respect to dmestic
finsneing, but especislly in the imternstiomal field, It may be that
United Seates corporations, for example, would be willing te make
investuents abroad but thet, as with priwate lecens, the terms demmded
would be excessively burdensome teo the foreign recipient, By the
intervention of the Bank end its partisipation in such venfwes, nore
soceptable and desirsble terns could be worked out with adventage to
beth parties.
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Consider alse the case of s basic mamufseturing enterprise
hnMMﬂm-mhMpﬁthm

and partly by equity investment, It may de that & majerity of the
required equity capital can de found within the comtry but that

the enterprise camnot be set om foot unless the remainder of the
oquity capital, as well ss the debt capital, is obtained from
foreign soureess In such a case it would seem clear, if the
enterprise is desirable from both the nationsl aud internatieonel
pointe of view, to make the equity cspital aveilsble through the
fecilities of the Bmnk, This emcoursgement of equity investment
would have the further cbvicus advantage of mot turdeming the
balance of payments of the coumtry with too large sn element of
fized service. For this resson and other above indicated, the
conmittee did not eonsider it desiredle to conditien the provisiom
of equity eapital by & reguirement for a government guarantee of
conversion into foreizn emshange of eurrent earnings of e quity
investments held by the Bank,




