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ONAL- D-E VELOPMENT INTL'NATIONA ANK -OR I NTEPNATIONAL FINANCE
ASSOCIAT ON RECONSTRUCT!ON AND DEVELOPMENT I CORPORATION

Mrs. Muriel Lee DATE: March 31, 1975

~Edith M. Kesterton -

Future Travel - Treasurer's Department

Mr. Rotberg

Mr. Rotberg will be in New York on April 9.

He wi' 1 be in Buffalo on April 10.

He will be in Ann Arbor, Michigan on June 20.

Mr. Hittma 4 r

r 'ittmair is presently in Japan on official

From A 2)r 2 h'e wil be on vacation and will
reunto te o fceon April 21.



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Eugene H. Rotberg, Treasurer DATE: March 28, 1975

FROM: Mr. H. C. Hittmair t

SUBJECT: Visit of Mr. RonaldEadie, Wells Fargo, April 8th, 2:00 p.m.

This is an additional short note concerning this visit. Mr. Eadie

is new within Wells Fargo to the international scene. He would, there-

fore, be most interested in an overview of our activities 
and due to his

previous specialization he might be particularly 
interested in the work

of our Investments Division. That much from Mr. Jacobs who called me

concerning this visit.

HCH:jcv
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OR MR. ROGER STEVENSON

Cm TD TAT YOU WILL JOIN US FOR DINNER FRIDAY APRIL 1 1.

10GGEST YOU COnME TO MY OFFICE (ROOM S-427, 701 NINETRETY STR1 E

SHWkST) AT FIVE P.M. KINDEST RKARDS.

GENE ROTBERC

ANARA A!Y
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X-221 3

C Y (SWITZERLAND)

FOR MR. ROGER STEVENSON

DE'LITITED TO SEE YOU ON 'RIDAY A2PRL 11, IN THEL ATERNOON. WOULD

BE MOSTI PLEASE) 1F YOU COULTD JOIN ME ANT) MY WIFE FOR DINN R T>AT

EVENING. 'KINDEST REGARDS.

C77N' NmW'R

INT BAFRAD

M u CITARANr S AND COPYD R'!

0r mmi r tn!il

O rW f,!1.
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INTLRNATIONAL DEVELOPMENT INTERNATIONAL PANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. I.P.M. Cargill DATE: March 24, 1975

FROM: Eugene H. Rotberg

SUBJECT: IBRD Financial Policy

You suggested that I summarize my views on World Bank financial policies as
they might be explained, perhaps through an informal seminar, with Executive
Directors representing Part II countries. As you know, many of these Directors
are new; few have been briefed on the underlying assumptions behind our liquidity
policy or our income projections. For example, some do not realize that when we
talk about our "borrowing requirements," that we are simply measuring the resource
gap between incoming and outgoing funds. I think there also is a need for some
further explanation about factors which affect our net income, i.e., the con-
tractual constraints and variability of the elements of our income and expenses;
the lag between the imposition of a changed lending rate and its generation of
increased income, etc. Some of the matters and points which we might review
with the EDs are the following:

(1) The elements which make up the Bank's cash flow.

(2) The elements affecting the Bank's net income. The main point
here would be that the Bank's net income, over a three or four-
year period, is primarily affected by its marginal borrowing
costs, the realized return on its liquid resources, the level
of its commitments (through the increased commitment fee) and
its administrative expenses. A change in the lending rate
itself has a rather minimal impact during the first few years
after the increase has taken place. Its impact of course is
substantial in later years.

(3) Significance of net income variations. Changes in net income,
even rather substantial ones, over a five-year period have a
relatively minor impact on the Bank's cash flow because net
income finances only a relatively small proportion of the

increasing level of Bank disbursements.

(4) The increasing resource gap. Requirements of funds are met,
for the most part, by new borrowings rather than by reduction
of liquidity. Net income, loan repayments and loan sales -
the other elements In our cash flow - represent a comparatively
small and diminishing source of funds in comparison with
increasing disbursements. Additional capital contributions,
another important financing source are not under our operational
control and, in any event, are not projected to be significant
in the next few years.

CASHI FLOW

The Bank has three primary sources of funds: (a) income from operations;
(b) loan repayments; (c) capital subscriptions. Loan sales or participations
are insignificant as a source of funds - though they may In the future become
important if Part I countries or OPEC repurchase their own Jloans eit!er to
reduce their currency r!sk on outstianding loans or as a method on
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Mr. I.P.M1. Carill - 3 - March 24, 1975

The mae is5 relative ly straigh tforward to expla in -- annually more goes

out rhan coies in -- and since few of the cash flow items can be increased or
decreased uniateraIly by the Bank - because of contractual constraints, it

s on te borrowing program to fill the financing gap. If, for example, in
F719 the Bank borrows enough to refinance all debt maturing in that year, iL
wouid have a "financing gap" of about $3.5 billion. It then has two choices.
It can either draw down its liquidity, whatever it might be at that time, or
borrow and maintain its liquidity in line with the established policy.

Changes in projected operating income (increases in administrative expenses;
better or worse return on liquidity) will only marginally affect the financing

g. ven projected capital increases, though necessary and valuable to sub-
ze the Bank lenidrLing rate and strengthen the Bank's capital structure, will

lirtlie affect the Bank's immediate requirements for new resources.

We call the annual resource gap our "gross borrowing requirement." How
uch- of it can actually be raised through borrowings and 'how much from our

liquidity rescrve is governed by the Bank's liquidity policy which is expressed
in frabe strai ,htforward formula. We sum the annual financial shortfalls for

Perlod ofl three years forward and take 40% of the sum total of these short-
as th.e liLquidity target for the beginning of the period. The theory is

laLLt e uncertainty of knowing (a) how much we can borrow, (b) the currency
we can borrow, (c) on what terms and (d) at what cost, is such that it is

piLrunt to have cash available. The semantics appear circular, because the
q uestion still remains: is it "required" that we borrow or should we iraw down
liquidicy? That threshold question, though a subjective one, is answered in
effet by judging the risk we take by deferring current borrowing. The greater
the "borrowing requirement" - the resource gap - both in absolute terms and
relative to the previous levels of borrowing, the greater the risk. The

consequences of failure for the Bank's general operations underlines the need

for prudent management and the minimization of risk.

The financial shortfall, as forecast, increases each year. The reasons
are threefold:

(1) As the Bank increases its commitment level, its disbursements, though
lagging commitments, are not offset by loan repayments on new loans because of

the grace period (also with level repayments, principal repayments are lower in
eariler years of a loan). The loan repayments that are made in any given five-
year period are a function of the prior borrowing programs. Therefore, if in

dollar terms, we increase our commitment level, the resource gap immediately
following must increase proportionately even more.

(2) The financing gap in the near term cannot be narrowed by raising the
lending rate because the higher income would only affect our cash flow, after
sufficient disbursements at the higher rate have been made over the years, and
even taen only minimally in the context of our overall requirements.

(3) Capital increases, loan sales and new subscriptions are forecast to

be relatively small.
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On the other hand, the financial gap can easily increase - e.g., through
deferred loan payments or defaults, increased administrative expenses, etc.
There are few possibilities for a reduction of the financial requirements be-
cause most of the incoming resources are attributed to fixed contractual ar-
rangements which cannot unilaterally be changed.

The point also can be expressed by a table which shows the number of months
it would take before our cash declines to $2.0 billion -- a point at which our
access to market probably would be affected. The table below shows the number of
months it would take before liquidity declines to $2.0 billion -- assuming (a)
that the Bank does not borrow at all in any given fiscal year or (b) only bor-
rows sufficiently to refinance debt maturing in that fiscal year. Note that
if the Bank refinances all maturing debt in FY78 or FY79 that, despite the in-
creased liquidity, the liquid balance covers about 25% less of the subsequent
year's Bank obligations than the liquidity position in FY76.

IBRD: Cash Balances Measured Against Financing Gap

($ millions except where otherwise stated)

Fiscal year ending June 30 1975 1976 1977 1978 1979

FInancing gap 3550 3200 3550 3990 4800
(see Table page 2)

Less: refinancing of maturing debt 1013 1281 1287 988 1307

Adjusted financing gap 2537 1919 2263 2912 3493

Cash balance in excess of $2 billion 1824 3313 3698 3900 4320

Number of months cash balance in
excess of $2 billion covers

(a) subsequent cumulative
financing gaps 6 12+ 12+ 12 11

(0) subsequent cumulative
financing gaps, after
refinancing m5turing
deObt 9 19 8 1 5+ 14
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Our liquidity position can also be looked at as a percentage of undisbursed

loans. Though the Bank has other obligations, this is a convenient way of
showing the liability to the developing world which remains unfunded:

IBRD: Liquidity as % of Undisbursed Effective Loans
(in $ millions)

Fiscal year ending June 30 1975 1976 1977 1978 1979

(A) Cash balance at year end 5313 5698 5900 6320 6878

(B) Undisbursed loans at
year end 9590 11575 13805 16256 18912

(A) as % of (B) 55.4 49.2 42.7 38.9 36.4

Finally, I think the attention of Part II Directors should be drawn to the

increase in our funded debt, which will rise from approximately $12 billion at
the end of FY75 to $23 billion in FY79. The increase in funded debt, in effect,
mirrors the net resource gap, plus an increase of $1.5 billion in our cash
position by FY79. The liquidity position at that time, in turn, is ba sed up on

the rojected financial gap for the period FY80/82.

I don't think that most of this has been explained to the Executive Directors.

While this material is elementary and the staff is used to these concepts nd is

familiar with their implications, few of the Executive Directors have had these

matters explained in a straightforward way. The problem is not comnlex and can
be set forth in a way which will put our liquidity policy and our borrowing program

in some perspective. There is room, of course, for a sophisticated risk/probability

anaLysis which would quantify the risks of shortfalls or increases in tie elements

of our cash flow -- but I don't think that is necessary for an introductory seminar.

LENDING RATE AND NET INCOME

I turn now to matters concerning the Bank's lending rate. Th Is, too, is
not a difficult matter. Three factors limit our income potential over the neyt

five to ten years.

Fi;rst, our lending rate: since ?Y68 the Bank has virtually always d a

negative spread, I.e . , the lendi ng rate on new l oans committed inan given yer
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was with the exception of one year (1973) below the average cost of
borrowing for that year.

Est.
1968 1969 1970 1971 1972 1973 1974 1975

Spread between -.19 -.05 -.59 -.80 -.13 +.33 -.24 +.15
lending rate
and cost of
new borrowing

As a result, and because of the volume of our borrowing, by 1970
the average cost of our total funded debt exceeded the average interest
on our loans receivable outstanding, thus eliminating the income-
generating power of the portfolio portion corresponding to funded debt.
The policy of making commitments at an interest rate lower than our
incremental borrowing costs, however, for good reason, did not have an
immediate detrimental effect because of our other financial resources
-- (the increase in and yield on our liquidity portfolio, and the
substantial earning power derived from our cost-free reserves). These
fac!tors made it possible to postone a matching of the marginal lending
rate and the marginal borrowing cost.

Second, the income-earning potential is limited by the substantial
increase in debt compared to capital and reserves in recent years and
the cost of that debt.

Third, the return on the loan portfolio in the future will become
far more significant in generating income than the return on our
liquidity. That return is predictable and, in my view, will remain
lower than the return on our investments. Such was not the case in
recent years where the relatively large boldings of cash and liquid
resources -- as compared to the volume of outstanding and disbursed
loans receivable -- and the high return on these investments masked
the effect of the concessionary lending rate. In future years we cannot
rely on a negative yield curve for extended periods, i.e., a higher
y eld on short investmnents. Of more significance, the amount of liquid
resources generating income declines continuously as a percentage of
total income-producing assets. Thus, the interest rate on new loans
wi L become far more important for the Bank's income than the i ncome on
investments.

The table immedtately following shows the iterest rate on a
outstanding loans and the cost of all funds for PYt65 throu'h Y79
(in %):
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

Interest Rate on Difference

Year Outstanding Loans Cost of All Funds (A) - (B)

(A) (B)

FY65 5.42 1.98 3.44

FY66 5.44 2.00 3.1,4

FY67 5.50 2.09 3.41

FY68 5.52 2.21 3.31

FY69 5.59 2.42 3.17

FY70 5.64 2.83 2.81

FY71 5.71 3.15 2-56

FY72 5.85 3.59 2.26

FY73 6.08 4.02 2.06

FY74 6.29 4.46 1

FY75 6.45 5.00 1.45

FY76 6.61 5.39 1.22

Fy77 6.86 5.71 1.15

FY78 7.13 5.98

FY79 7.37 6.18 1.19

The reason why the loans receivable only generate income by the end of

FY79 at an interest rate of 7.37% should be explained to the EDs. The new 8-1/2%

lending rate, even given the current volume of projected commitments at 8-1/2Z

does not produce substantial income for some years because of the large base of

lower-yield ing loans and the lag in disbursements.

As may be observed, by 1979 the cost of all funds approaches the interest

rate on outstanding loans. In 1970 the differential between the two rates was

281 basis points; currently the dlifference ii s 145 basis poin ts. By 1980 it
will be 119 basi-s points. Th is means that, al'though our filCone, nbsoine

terms, will be maintained because of the larger base of 30oans receivabl, 'e
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are at rter ris. since unexpected changes in admi nistrative expenses,
inrasdborrow ing costs etc. cannot be covered - perhaps o fset is the

t word - by higher returns on liquidity. The increased lendinLg rate
, 8/2% stabilizes the narrowing spread between outstanding loans and

cost of total funds after 1980. What we have done in the last six or
seven years is to use the 1:1 debt/equity ratio in 1965 and the return on
our relatively high liquidity to increase our borrowing capacity and our
lending at concessionary lending rates. The 8-1/2% rate represents, in
a sense, a recognition of the need for some financial "retrenchment" since
there no longer exists that "excess" financial capacity to continue the
extent of the subsidization of prior years. Reference also should be made
to the comtmitment fee. That fee during a period of considerable recent
and projected growth of the Bank will generate considerable current
income. By FY79, the commitment fee will result in income equal to 40%
of our projected net income.

RESERVES

Now a word about reserves. As you know I think much of the talk
around the Bank about "reserves" is nonsense - but even my rather low
level of discret ion would prevent me from expressing this view to the
Executive Directors.

I do not pretend to be an expert on such matters; my betters have
explained that reserves as an accounting concept represent merely the
excess of assets over the sum of share capital and debt. To that extent,
they are a rather abstract notion. They are formed by the retention of
profits and reflect valuation practices adopted for balance sheet purposes.

Their significance, in my view, is the fact that they constitute
resources which (a) are not repayable and (b) have entered and been
maintained in the system cost free thus lowering the cost of total funds.

The size of reserves shown in a balance sheet by themselves would give no
indication about the solvency of an enterprise. If past valuation prac-
±ices have overstated assets or if assets cannot be easily liquidated,

reserves in the balance sheet are no assurance for liquidity and, there-
fore solvency.

Now, I am sure that there is room for a reasoned debate as to whether
the reserves of this Bank could be "mortgaged" in some way or sold outright
in order to generate resources needed to meet obligations to creditors.
But that is a fairly academic question. It is our liquidity and our
income-generating power, not our reserves, which are perceived by creditors
as the basis for their support of the Bank. I think it would be unwise to
shift creditor focus to reserves or to the "value" of our loan accounts.
Frankly, I can think of few arguments less attractive to investors than to
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assure them that in the event of defaults from some borrowers we might
sell off our remaining loans to generate resources to meet our obliga-
tions. Investors particularly in recent years have learned to look to
liquidity. If there were little liquidity or if it were perceived to be
declining in the context of our debt servicing and disbursement require-
ments, they would, I believe, ignore the fact that our accountants tell
us that we have great reserves in the form of long-term obligations owed
to us by the developing world.

Perhaps though I am wrong. It may be that institutional investors
really have a great interest in our reserves -- apart from their signifi-
cance in generating income because of their cost-free nature. I am
reasonably confident, however, that investors would not look to the size
of reserves as support for increasing loans to countries of doubtful
creditworthiness. Admittedly, I do not know how to define creditworthi-
ness or categorize countries; nor do I have any idea whether the volume
of outstanding loans to countries deemed "most likely to default" should
not exceed 5% or 25% of these reserves. This is not to say that we
shouldn't make loans to countries which are not "fully creditworthy";
indeed we might do so, but on the basis of our liquidity position and
an income-generating power based on a reasonable lending rate and
substantial cost-free funds. I would have little difficulty in explalning
some deterioration in the quality of our portfolio or even defaults to
institutional investors on that basis. So long as new funds are avaiabo
in the market from any source (borrowings from governments or capital
contributions) we will be able to "write-off" part of our loan portfolio
and thus our reserves with little adverse public market impact. Perhaps
for a time, we can draw down our liquidity while explaining to the
financial community the relatively minor impact of a loss of a future
stream of loan repayments which we did not acquiesce in. But what we
should not do is "merchandise" our reserves as an important talking
point. I think it will shift the focus of evaluating the Bank and to
our disadvantage.

On balance, I believe that relatively minor defaults are more
palatable than reschedulings to the financial community. The latter, I
would suggest, would be read as a change in policy by the Bank -- a new
precedent which would encourage larger deferrals of future payments by
shaky borrowers. The financial implications of that development , I think,
would be perceived by the financial community as being less palatable than
a default -- particularly if a default were accompanied by a cessation of
Jending and disbursements. In my view, the more attractive financial
reporting, in the accounting sense, of a rescheduling as compre to a
default isn't worth the candle. My views on this point, of course, would
be tempered by the size of the potential default vs rescheduling, he
reasons for it, the Bank's visible future posture toward that country, the
probability of capital increases, etc. The resolution of the qoeson
whether defaults are preferable to rescheduling or vice versa, however,
suggest should not be determined by talk about "reserves" but ralther
should depend upon a reasoned evaluation of the reaction of he finai'al
community to either alternative.

E"Rotberg:emk
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, U.S.A.

March 27, 1975

Mr. Charles A. Coombs
Senior Vice President
Federal Reserve Bank

of New York
33 Liberty Street
New York, N.Y. 10045

Dear Mr. Coombs:

I am enclosing herewith for your

information Document No. SecM75-185

issued in connection with our recent

issue of Two Year Bonds of 1975, due

March 15, 1977.

Sincerely,

(,4
Eugene H. Rotberg

Treasurer

Enclosure
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The following summarizes some of the points made at lost weak's OECD
meeting (Committee on Financial Markets) relating to COW investments in
calendar year 1974. The following table, prepared by the Bank of England,
sets forth their best estimate of the deployment of oil-exporters' sur-
pluses in 1974.

Estimated De inent of Oil Eporters' Suroiuses

S Aillions
1974

First Second Third Fourth
___r Quartar Quarter Quarter Year

UnITED KINGDOM
Binish overnmanc stocks C.A 0.1 0.2 0.2 0.9
Treasury ills 2.4 0.7 0.7 0.9 2.7
02fiing dposi3 -0.1 0.7 1.1 - 1.7

a estmentsfa] 0.1 0.2 0.3 0.1 0.7
a currency deposits 2.5 4.5 3.4 3.4 13.8
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The table has to be examined carefully. it does not purport to further-ntify torei currency deposits." For exampl , under United Kinadam
a -ay observe eading "foeign currency deposits - $13.illiThe

fact is that alhnough these deposits are "in the United Kingdom, i.e.
r present depo liabilities of U.K. banks, we know little about where
these deposits were invested or lent. Nor is the answer available sincethe Euro-Credit loans made to U.K. borrowers, (or any other borrowers) inoiars are not identified by source of underlying deposit. It was estimatedsat~~~ ~ aprotatl $10 biliotoim8bil'edthd a $10 billion of 13.8 billion of "foreign currency deposits"'-as denominated in dollars and approximately $7 billion of the $9 billionoreign currency deposits" in Other Countries also was denominated in dollars.T. rms of the Un'ced States money supply, the level of interest rates inS., or the liquidity of the U.S. banking system, it is irrelevant

ther oil exporters' deposits are made in London, Zurich or Frankfurt.scn deposits are immediately redeposited in a New York bank.

The Bank of England estimates that of the $56.2 billion of OPEC sur-p uses approximately $7 billion equivalent is in Sterling of which 96 hillion-e' Lnvested directly in London in interest bearing obligations. Based onr inrormarion, some of which is set forth below, I estimate that $28
cc lion was invested in short-term dollar deposits in U.S. banks and U.Sco'rrnm-ert obligations ($11 billion directly; 10 billion through Londonsinks, S7 billion through banks in other countries); 4-5 billion was investedsnort and medium-term bank deposits and government obligations in othercurrencies (principally Yen, DM, Canadian dollars, Netherlands Guilders).alance of aoroximately $16 billion of OPEC invesment is accounted

DV loans to international institutions (3.6 billico) and bilateraloans to other countries and equity and prop:ery investments in severalindustrial countries (11.6 billion). These resources in turn are depositedbanks, probabl in dollars, but appear in national statistics as depositsem Hinternatonal in isttion n the case of, say the Saudi bilaterln to Japan, as a deposit liabilit- of Chase Manhattan Bank to Japan.

The shifts of dollar deposits by quaarter during the year wer, in parta result of a "lack of confidence" by OPEC in the London market. Thisresulted in deposits being made for a time directly in New York rather thanin London. The Bank of England also observed that there was a slight shiftdeposits trom London to Sw itzerland in the third uarter o tear. There also was some interest rate arbitrage betw`7een Sterling DMand fen against U.S. Dollars as the yield on dollars declined vs-a s so oer currencies. This resulted in some shift out of dollars into Sterling,tsu-che Mark, Yen and French Francs. I1 my view, it accounts for th
weakness of the dollar. That should change as recessionary influences

- to affect interest rate levels in Europe and remove current ratedi erentials..
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eo Zank of nd estIates that about 55% o OPEC deposits were
Led in ban?! were invesed in government shoct-term cbligation

he currm Turity structure of OPEC bank deposis in U.K. banks
is 0s follows:

S- Sight to 1 month
67 - Sight to 3 monhs
77 Sight to 6 months

80 - Sight to 1 year
- Over i year

The Bank o and belinves that Lhin Maturity strucure represents
a lnchaning o deposics by OPEC. Previously, virtually all deposits

ware less than one month. The positive yield curve for dollar investments
apparently has put pressare to lengthen the maturity of deposits,

e Bundesbank capresentarive estimated approximately $1-1/2 billion
equioalent of in Ents from OPEC in Deutscha mark for 1974. Half of

tn 7 Bak - he caiance in overnmen obligations.

h ei of Canada estimated Loss than Si billion of invest-
ean in Canadian woilars, also mixed between short-term government paper

an! bank deposits.

et r5natal invotent o approxima--ly 12 billion

V Vn A ao r -nsens Vvesment in inermediate-term fixed-interest

[a Nthrl2 bsrvd .a pproxmaley 25 of recanu, issud
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aci(3Inted a;--~ for lo-l3, o e t-es in ich the-
rt.icipated. Fu rther, it was rIet certal ther theselacements
romade in oi e9xorting coun>ries or were soid to Eu ean customersrhe Kuwaiti rinancial institutions.

There was discussion concerning the future of LDC borrowing in the
Eurrocredit market. The consensus was that with few exCeotions most LDCswou7d not be able to borrow in public markets - certainly not for anintermediate term at a fixed interest rate. A few might borrow at floatingrates thougn there was increasing concern with credit worthiness, parcicu-.riy in the face of recent rescheduling talk for Indonesia, Zaire, etc.
wjner Eurocrei2 banks are building up their lijuiit in the expecra-

that theY vwill be able to mke more profitable loans to the PrivateFinally, they expect co have substantial demands placed upon-;re-tlv or irdirectly through the recently-negotiaced "Kissinger/
_P: lan."

The recent Bank of England Quarterly Builetin, whichl was discussed-hea meeting, presents data showing the Eurodollar deposits and borrowingscountries acti;e in the London Euro-market. While these figures do
ascribe total indebtedness or foreign exchange reserves, the data, _-,7 month, the dollar obligations and investments of these countriesin U.K. banks. An analysis of the monthly figures is revealing in that its the liquidity pressures (reduced deposits); increased borrowings, andin --e case of (iPEC, increased deoosits. I have attached some relevanta whic; you m ight find inresting.

During the meetings I had occasion to meet with Chuck Cooper and Mikeirarfield, who w-.ere negotiating the details of the "safety net" ("Fund"iproposal. As you _ay know, some OECD members will put uo hard currencV;
r refer only1 to provide guarantees for borrowines of particularcountries. Still others want to have the flexibility of meeting theiroa yparticioat-ing in a pro rata guarantee of a borrowing by theTnre is considerable confusion whether the oliiations would beeninated in SDRs; who would bear the exchange risk and risk of aaefaulc; what standards would be used for lending by the Fund, etc. TheU.S. takes the position - I agree with then - that the "Fund" will not finda reedy public market should it wih to issue its own obl igations. Trea

i±mits on tn U.S. and Geran obligaLion and the whole business seemstoo complicated ror the normal investor. it is my personal view that the
operation will function as follows:

The BIS will borrow the monv in its name from London banks. These
eithar l be shor - 3 or 6 months at the :ost, or carry a

-)a-cing interest rate. The I will then lend the money to the "Fund"
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on approximately the same terms, with perhaps a service charge. The
"Tnd" then will relend the money to Italy or the U.K. Thus Yo inter-
mediation of the Fund and the BIS will be used to facilitate a borrowing
from commercial banks by countries with deteriorating terms of trade who
could not otherwise borrow. The London banks will look to the BIS. The
BIS will look to the Fund - virtually the same group as its own member-
ship - and the Fund will look to its strongest members to support it in
case of default. I would be surprised if the BIS or the Fund took any
transformation risk, i.e. borrow short-term money from the London Euro-
dollar banks and relend it other than short term or a floating rate.

il there are ennumerable other options available, I think, at least
in the near term that it is the only workable one. While the proposal
is being publicized as a financing done without "OPEC" participation,
the fact is that the loans to countries with severe current account
deficits will in reality be made from deposits made by OPEC members
with London banks.

EHR: ce

cc: Mr. J. Burke Knapp
Mr. E. Stern
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The following summarizes some of the points made at last week's OECD
meeting (Committee on Financial Markets) relating to OPEC investments in

calendar year 1974. The following table, prepared by the Bank of England,
sets forth their best estimate of the deployment of oil-exporters' sur-
pluses in 1974.

Estimated Deployment of Oil Exporters' Sur-pluses

$ Billions
1974

First Second Third Fourth
Quarter Quarter Quarter Quarter Year

UNIT ED KINGDOM
Bricish government stocks 0.4 0.1 0.2 0.2 0.9
Treasury bills 0.4 0.7 0.7 0.9 2.7
Sterling deposits -0.1 0.7 1.1 - 1.7
OCthZ sterling

investments[a] 0.1 0.2 0.3 0.1 0.7

:oreign currency deoosits 2.5 4.5 3.4 3.4 13.8

Othe foreign currency
borrowing - 0.5 0.3 0.4 1.2

3.3 6.7 6.0 5.0 21.0

UN'TD STATES
Go: ernment and agency

securities 0.5 1.4 2.3 1.8 6.0
n deposits 0,6 0.8 2.3 0.3 4.0

Otherja] - 0.1 0.4 0.3 1.0

1.1 2.3 5.0 2.6 11.0

1TE COUNTRIES
Foreign currency deposits 1.3 3.5 1.5 2,5 9.0

Special bilateral facilities
and- other investmntstaj

b1.1 2.5 3.0 5.0 11,6

2.6 6,0 4.5 7.5 20.6

INT ERATIONAL

rTALNIZATIONS - 0.5 0.8 2,3 3.6

Total 7.0 15,5 13 17.4 56.2

euduces oK n quities ac rcp(-y.
cludes ns -o less
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The Bank of England estLmates that aboui 55% of OPEC deposits weredasied in ankcs; 20% were invested in governent short-term obliaions

The current maturity structure of OPEC Bank deposits in U.K. banks
is as follows:

55% - Sight to 1 monch
67% - Sight to 3 months
77% - Sight to 6 months
80% - Sight to 1 year
20% - Over 1 year

The Bank of England bElieves that this maturity structure represents
alngthening of deposits by OPEC, Previously, vfitally all deposits

were less than one month. The positive yield curve for dollar investments
apareatly has put pressure to lengthen the maturity of deposits.

The Bundesbank representative estimated approximately $1-1/2 bilion
equivalent of investments from OPEC in Deutsche mark for 1974. Half of

re n were with Banks - the balance in government obligations.

Te rearesentative of Canada estimated less than $1 billion of invest-
meant in Canadian dollars, also mixed between short-term government paper
anz bank deposits.

-e Japanese estimaend investment of approxi4telv $2 billion
(inc SL lin Lent by Saudi Arabia TFr five ye )- a oood porton
0 ane balance represents investment in intermediate-te-'rm fixed-incerest
government securities.

The Netherlands observed that approximately 25% of "recently i ssued
rive to seven-year bonds were taken by OPEC. These were denominated in
guilders. The agregate amout of: OPEC participation was estimated atCess than $200 million They saw interesn in ionger-ter bonds, real
esane or equity.

The French Government reported some speculative real estate purchases
by e ~Kuwaitis. The French banks received :ew other investments durne

cI ear.

Virtually eo country observed any significant interest in the stock
k or real estate by OPEC (with the exception of some highly-publiized

pur hases in Paris) or far intermediate or Long-term bonds with the
exa-rc~anOf Jap*_a

The Luxenbourg representative, reported that tha part iiation b- ) P C
inanacial institutions in Erocredit loans to dev eloped and developin,

o es was nite all. I PE ial insit - th K-s
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01 approximately the sane terms , with perhaps a service charg4. Thef
"und" Plen wil! raend v42 mopey to italy or the U.K. . Tus the inner-

mediation of the Fund and tha BIS will be used to Facilitate a borrowing
From commercial banks by countries with deteriorating torms of trade who
could not otherwLse borrow The London banks will look to the BS. The
31S wil look to the Fund - virtually the same Sroup as its own member-
ship - and the Fund will look to its strongest members to support it in
case of default. I would be surprised if the BIS or the Fund took any
trAnsformation risk, i.e. borrow short-term money from the London Euro-
41lar banks and relend it oher than short Lerm or a floating rate.

> Vn thre ore ennumerable ocher options available, h think, at least
in the near erm chat it is the only workable one. While the yroposai
s being publicized as a fincing done without "WEC" oarticination,
the fact is that the loans to countries with severe current account

cits will in reality he made from deposits made by OPEC members
wJith Lnon Vns
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External a te i es and claims cf UK banks in foreign currencies

Geographi:cal deotails conthiusd

Costa
nna Boivi rAzil i Cho e C'lomria IRica I EScuador Mexico M aa r ruT'ay V ,ezuea

of 7er.d

1971 S9 3 193 37 27 2 169 6 17 22 43
1972 123 2 7K2 47 13 1 2 327 6 11 21 32
1973 171 4 83 133 W6 1 4 40 1 27 265 22 1

11 4 159 5 368 30 77 1 32 358 30 17 22 63
io, 163 4 797 57 80 1 24 376 32 15 27 '0

Mar. 158 4 873 83 75 1 24 364 45 16 25 76

Ann 161 4 934 50 61 1 18 324 41 16 25 1
M 159 4 394 60 62 1 20 320 30 45 22 166

Jue 167 2 833 51 52 1 i6 351 31 13 22 123

l ly 173 3 838 36 63 1 13 323 23 25 25 114
Aug. 174 4 801 49 43 1 13 356 27 34 38 118

Sept. 176 4 738 34 35 1 17 236 15 36 35 121

Oc,. 131 5 725 35 30 1 9 243 12 24 53 96
Nov. 174 4 662 38 29 1 22 265 6 22 30 250

Dec. 14 594 44 36 1 20 319 7 24 28 427

UK lams

1971 135 1 38 16 22 4 2 112 8
1972 Z04 5 690 40 25 7 0 429 >1 27 7
1973 216 11 110 44 32 10 35 3 18 89 10

1974 ha. 2 8 1,021 59 26 11 3 555 16 02 4 178
F.. 201 3 1,031 46 25 10 5 571 17 99 9 170
Mar. 193 7 1,026 37 20 1t) 10 565 17 103 7 133

Apr. 213 9 1,048 39 21 11 12 554 14 106 4 141
May 226 9 1,367 39 22 11 11 556 13 120 9 123
June 258 9 1,096 42 21 13 11 576 20 123 18 136

July 261 10 1,127 41 21 S 2 597 20 122 4 126
Aug. 23 9 1,173 a1 26 11 2 614 11 126 3 122
SepL 253 5 1.165 39 22 10 1 645 17 140 5 117

Oct. 2a7 11 1,202 57 34 9 1 659 19 133 4 11!0
Nov. 243 11 1,234 38 37 7 3 745 20 124 4 96
Dec. 245 12 1,27, 35 46 10 2 774 21 139 4 99

Countries engagnd in 'off-shore' bankiJrng Caribbean

NetheandsT iidad
C''an ver::eAs w' -

ms 'ermuda A"s kon3gK"ng LIhon Liberia tiores Herides "'ma a're S.hadas Cba h ic "
End Of period 

j

UX liacilities

7 3 5 16 92 70 -- 3 31 3 2 24 9
192 4 319 27 1 2:5 120 84 -- 103 9, 1 8 27 1

173 3 6 74 560 21 276 9> 2 673 3t4 10 1 28 5

374 n 12 633 2, 276 93 - 691 4 3 2- 9
7 637 3 7

9 3 236 82 7 43 4 3 30 4

' 'K 341 i3 7 3 2 74 .7 4 37 1
May . 3 596 233 714 2 38 96 3 7- 470 4 7 34 29

June !0 576 314 727 3 286 96 8 14 5 11 5 50 25

iv 100 585 296 781 M3 35 43 1 7 527 13 1 7 53 51
35 199 325 808 TO 309 96 754 553 5 14 52

p A 6 7 3564 Do N 38 83 708 4 A H 1 33

v 7 J28 27 '9 7 4 -, 9 35 3'
1 9 5 63 27 A33 4 2S 41

1971 7 24 .2 90 13 -- 279 1 - 20 4
972 3 7 2 1, 6 1- 3 -39 1 29) 11
97 4 37 14 271 29 2 04 55 39

25 5

3 47, Z1 .1'
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UK Waaties

12 4 4 ,71
21 .2 '972

49 3 2 1-3 17

3 3 34 15 4
2 3 131 -8 32 7 3 34 eb.

66 2 4 171 -9 40 6 3 40 Mr.

97 4 4 3- 3 45 6 2 4 Apr,
7 22 2 5 67 : y

5 1 23 277 3 42 6 11 73 1ne

119 6 '2 24 7 37 6 7 7 July
3 13 7 34 272 - 1 7 2 94 Au4

.3 173 22 34 310 - 13 401 7 2 75 Sept.

05 40 15 - 14 53 7 3 4 Oct
34 19)0 - 15 41 7 39

620 25 25 -2 44 7 2 3 Dec.

- ... ,.aims

2 9 2 7 1 
5 - 4 1 7

9 1- 12 12 9 10 5 44 45 973

371 9 5 17 1 15 10 4 47 46 9?74 n.
6 12 10 10 649 Fe.

4 t;9 4 167 12 9 10 S 4 46

0 12 4 13 12 10 10 7 43 45 A

7 65 13 4 153 13 9 10 6 43 46 Iy
397 58 11 6 7 13 8 9 6 50 50 un

2 13 5 13 8 9 7 57 '8
2 12 i 9 12 36 Au

3313 10 9 9 55 47 r

7 5 9 15 4 153 14 9 1 9 52 45 Ot

22 6 9 10 10 57 54 Nov.

5 116 11 13 14 61 51 Dec,

Mer

um a onia Kma Aasam Pnisa i ppnes Sn Lada Thaliad A a ia japan ZWa 1 ic O o hr
End of pled

UK !tiabilities

3 9 44 4 3132 16 z A 4 6 n21 1971
93 2 '77 763 5 26 5

.7 6 225 167 S3 119 253 60 L,234 33 81 2, 36 1973

88 32 1 620 9 i i a u 23 9 19 74 ian.
3 17 j3 63 . - 3 d5 2710 1 .

3 13 -- .3 3 3 3 2 Ma-.

3 57 147 5 2 45 S 314 "6 nn 33 72 2 10 Apr

3 36 17 F 0 2 227 - 317 6i 13150 22 2 33 May,
9 1 9 42 .3 2 353 60 470 15 88 2,167 JuI

67~~~ 178 3 ! 3 1939 6 0 18 '75 2,R Jl
222 4 5 35 61 '8 ' 4627 1 69

9 9-3 27 3999 pt

1 Q 3 3 7 5 Oct
27 13 56 N v.

39 :2 1 46 2 Dec.

CK claim

7--37 372 1 7 1

57' 3' .
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X-221

C Y (SWITZERLAND)

FOR MR. ROCER STEVENSON

"ELIGHTED TO SEE YOU ON 1'RIDAY, APRIL 11, IN THE AFTERN'ON. WOYL)

BE MOST PLEASED IF YOU COULD JOIN ME AND MY WIFE FOR DINNER TVAT

EVENING. KINDEST REGARDS.

GENE ROTBERG
I NT B RAD

A H RE T

h



INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMFNT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCIATION CORPORATION

Mr. William E. Stevenson

Young Professional Program

I attach hereto a resume

I received from Peter E. Robinson,

together with a copy of a letter

from Professor Coates.

I would appreciate your

reviewing this resume and advise

Mr. Robinson whether or not he

would qualify for the YP Program.

Thank you.

Eugene H. o g
Treasur

3/10/7



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, U.S.A.

March 7, 1975

Mr. Peter E. Robinson
2-C-1 Rolens Drive
Kingston, Rhode Island 02881

Dear Mr. Robinson:

Thank you very much for your letter

and resume. I am enclosing a copy of a

letter I sent to Professor Coates and I am

sure that our Personnel Department will be

in touch with you shortly.

Sincerely,

Egele Ro -berg
Treasu

Enclosure: 1



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433. U.S.A.

March 7, 1975

Professor Norman Coates
University of Rhode Island
College of Business Administration
Kingston, Rhode Island 02881

Dear Norman:

Thank you very much for your letter
concerning Peter Robinson. I have received
his resume'and have transmitted it with my
comments to our Personnel Department. I
cannot, however, be too optimistic.

Mr. Robinson would fall under our
Young Professionals Program. That program
is highly selective (we take on about 40 to
50 people a year out of well over 1,000
qualified applications and only a relatively
small portion of those are Americans).
Nonetheless, I am sure that the Personnel
Department will get in touch with Mr. Robinson
and ask him to submit a formal application.

Regards to you and your family.

Sincerely,

Eugene H. Rotberg
Treasurer



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433. U.S.A.

March 10, 1975

Dear Rodney:

Thank you for your letter of January 31.
I have delayed answering you in the expectation
that our guidelines on placing deposits might
be revised. Unfortunately, such is not the
case. We are only authorized currently to place
dollar deposits in the United States. Accord-
ingly, we do not have dollar deposits in London
(or elsewhere in Europe) even with branches or
wholly-owned subsidiaries of U.S. banks. We are,
however, considering a revision of these guide-
lines with a view to obtaining a broader scope
for our investments.

We also are, I am afraid, under restraints
with respect to our foreign exchange business.
All foreign exchange transactions done by the
World Bank for our own behalf, or as agent for
others, are done exclusively with Central Banks.
I wish there were some concrete business that
we could do, either in Sterling or in Dollars,
but I'm afraid there is just not much on the
horizon in the immediate future.

Please keep in touch. Kindest regards.

Sincerely,

ug ne H. Rotberg
Treasurer

Mr. Rodney Leach
N.M. Rothschild & Sons Limited
P.O. Box No. 185
London EC4P 4DU



NTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, U.S.A.

March 10, 1975

Mr. Anthony Vice
N.M. Rothschild & Sons Limited
New Court
St. Swithin's Lane
London EC4P 4DU
ENGLAND

Dear Mr. Vice:

I would be delighted to see you

in April. Please let me know when you

will be in Washington. I look forward

to hearing from you.

Sincerely,

Eu e e H. Rot'
reasurer



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT | CORPORATION

OFFICE MEMORANDUM
TO: Mr. P. Glaessner, LCPDR DATE: March 7, 1975

FROM: Eugene H. Rotberg, TreasureLQi

SUBJECT: Visit by Mr. Robinson (Caribbean Development Bank)

Your memorandum suggests that Mr. Robinson spend all of

his time at the Bank in the Treasurer's Department and that his

program emphasize "forecasting, internal controls, management

reports, and foreign exchange management." Most of these

subjects are not covered in this Department.

I would strongly urge that he spend one-third of his

time in Programming and Budgeting (forecasting, internal

controls); one-third of his time in the Controller's Department

(forecasting, internal controls and management reports); and

one-third of his time in this Department (foreign exchange

management, investments, and bond operations).

EHRotberg:emk



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

1818 H StreetN.W, Washington, D. C. 20433, U S.A.

A- Cod. 202 •Telephone - E X.oeHv. 3-6360 • C.I Addr.. - IN T BARAD

March 7, 1975

Mr. Peter Fuller, Manager
Telecommunications Service Department
Federal Reserve Bank of New York
33 Liberty Street
New York, New York loo5

Re: Back-up Terminal for Sigma V (RO)

Dear Mr . Fuller:

Referring to today's telephone conversation between Messrs.
Cieurzo and Schielke, we request installation of a second receiv-
ing terminal (as a back-up on the same circuit as the existing
system). We would appreciate an early installation to insure a
smooth functioning of our securities transfers.

At this time I also want to express my thanks for the con-
tinued cooperation and support that we enjoy on the part of the
Federal Reserve Bank in handling our investment transactions.

Sincerely,

ne Rothe- g
Treasurer

cc: Mr. Paul Cieurzo



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, U.S.A.

March 7, 1975

Dear Toshi:

Ben Prins and his wife expect to arrive
in Tokyo some time during the day Thursday,
April 3. I suspect they will be tired so they
probably won't be available to see anything
until Friday. They will arrive by a State
Department charter flight and will stay at
the New Otani. They will depart on Thursday,
April 10.

Apart from Tokyo it would be very much
appreciated if someone could show them around
Kyoto and possibly Nara. Ben and his wife,
of course, will pay for their own transportation
to and from these cities and for their hotels.
I would suggest perhaps that they leave for
Kyoto, say, Sunday night and perhaps return on
Wednesday to Tokyo.

It was very good seeing you last week.
I expect to visit with you soon. Thanks for
everything.

Sincerely,

(ae Rotberg

Mr. Aritoshi Soejima
Director
Tokyo Office
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INTERNATIONAL DEVELOPMENT INTERNA[IONAL BANK FOR INTERNAIFONA[ flNANCF

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: GRIEVESON, GRANT & CO- DATE: MARCH 7, 1975

59 GRESHAM STREE CLASS OF TFJLX

LONDON EC2

COUNTRY: ENGLAND

TEXT:
Cable No.: GG7

ATTFiTION JULIAN HFALING

WE CONFIRM OUR TELENIONE INSTRUCTIONS TO

fldIJ) SELL POUND3 5,000,000 10-1/2 "A " OF ' 76 AT 100 20/32

STQUNP() SELL POUNDS 2,000,000 10-1/2 "A" OF '76 AT 100-22/32

TrTIO BUY 1OXUNDS3 7,000,000 10-1/21S OF '79 AT 98 1/4 STOP

THIS ORDER IS' GOOD TILL CLOSE OF BUS..IiES 0DNDAY, LUCH 10, INCLUSIVE

UNLJSS CANCELLED STOP PAYM1NT AND DE LV 1OF ABOVE TRANSACTION WILL

BE AT THE BANK OF ENGLAND 4;P /

ITB3AFRAD

NOT TO BE TRANSMITTED

AUTHORIZED BY: CLEARANCES AND COPY DISIRIBUTION:

NAME EUGENE H. ROTBERG, TREASURER cc: Mr. Roibrg, Mr. iiUA r
Mr. siflock, MI. Joh on

DFPT. Tfi ASUR Mr. Schiolk1o, Mi. ]lO

SIGNATURE

O rIGINAI (Fili' Copy)



INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION | RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Edward J. Donovan, Administrative DATE: March 7, 1975

Servic es
FROM: Eugcne H1. Ftborg, Treasur

SUBJECT: Typewriter

I onclose my reciuest for an IBM Selectric Typewriter for my
secretary, Miss Kesterton. As you know, I have two full-time
secretaries, who share the rather extensive typing of memoranda,
reports, etc. The ioyal Typewriter is inadequate and I am afraid
does not really produce a high quality job for continual high-speed
typing. Further, I have a very real problem because final drafts
often require the use of both secretaries. This results in two

different forms of type for the same typing job. It would be most

appreciated if you could see your way to expediting this requisi-

tion.

In order to emphasize the seriousness of the problem, I have

taken the liberty of drafting this note to you using the two dif-
ferent typewriters we have available.

Enclosure

EHRotberg:jcv



(4 74) WOHLu ijANK uoiMUP

REQUISITION FOR SUPPLIES, EQUIPMENT AND SERVICES
NOTE: All requisitions must be printed or typewritten and submitted in duplicate.

Prepare separate requisition for each type of service listed below and check For use of Office Support Services Div.

he appropriate box.

STOCKROOM (routine office supplies) BUILDING OPERATIONS AND SERVICES

PROCUREMENT DIVISION (purchase of non-stock TELEPHONES (equipment, installation, changes
expendable supplies) and relocation)

PROPERTY (furniture and equipment - typewriter RESEARCH FILES (books and periodicals, maps,
and furniture repair) newspaper subscriptions)

DEPARTMENT: DEPT. NO.: IBRD X DIVISION: DIV. NO.: DATE WANTED:

Treasurer's 510 IFC Office of Treasurer 05 As soon as

STOCK NO. QUANTITY UNIT DESCRIPTION ACTION
OF UNITS TAKENIJ

1 IBM Selectric Typewriter, carbon ribbon, element w/ [ ] °

This machine would be for use by my secretary, Miss Kesterto i.

Her present machine (Prop. #24000) would be used by my

second secretary. Her typewriter (a Royal) is inadequate

and, I understand, is not the appropriate machine for

continual high-speed typing. It is slow and does not produce

high-quality work. Further, inasmuch as I use both

secretaries for typing final documents, it is important that

the type-set is identical.

SECRETARIES PLEASE NOTE: If this requisition is submitted to request routine office supplies from the Stockroom,
please indicate the number of people for whom you order supplies. »

DELIVERY INSTRUCTIONS SYMBOL MEANING .1

TO: Miss Kesterton S Will be supplied when available.
C Cancelled for reason shown.

HOOM NO: EXTENSION: 13 Cannot identify; verify nomenclature and
I resubmit.

AUTHORIZED SIGNAo(JRE (PI print or type name below DATE: N Requisition submitted to wrong unit. Resubmit
ature) rureqIiisition to:



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. I.P.M. Cargill DATE: March 6, 1975

FROM: Eugene H. Rotberg/

SUBJECT: Travel Plans and nnual Leave

My travel plans for the next month are as follows:

March 12, 13, 14: OECD Meetings (Paris)

March 17: Hofstra/Cornell University
Lecture and Seminar (New York)

March 20: Institutional Investor

Symposium (New York)

March 24-March 28: Annual Leave (Aspen)

Messrs. Hittmair, Schielke and Deely all will be
available during the month of March.

EHRotberg:emk



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, U.S.A.

March 5, 1975

Miss Heidi S. Fiske
Vice President
Institutional Investor
14th Floor
488 Madison Avenue
New York, N.Y. 10022

Dear Heidi:

With reference to our conversation

on the telephone yesterday, I am enclosing

for your information a copy of the Special

Guest List and the Delegation List issued

in connection with our 1974 Annual Meeting.

I hope this will be of some help to you.

Best regards.

Sincerely,

Edith Kesterton
Secretary to
Mr. Rotberg

Encl: 2
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P RDAi E: MARGHi 4, 1975
BANQUtE DIE PAR I&S ET DES PAYS-BAS

PAR S CLASS OF TELEX
SERVICE:

X-2213~

COUNR --

Cab No

TANK YOU FOR YOUR TL'EVX TO PETER CARGILAN ME RE PREVA I NG MARKD N ROE

O.ANC ISSUES. IJCENTLY WE HAVE BOROWED $500 Mk I ON A FV V AN f

TNYEAR MAT UR.iEVS AT A TOTAl COST BEfJOW 8.2%' AND ARE Ti C O 0U An

SEE ACCESS' TO MARKETS AT CONSIDERABLY (miR RATES A 3O O5 R NECNT'

S HP ORROWlINGS HAVE BEEN AT 8%. WE 3EIEVE THA I S"ES BYT US AT

U TANTiAIALLY li lGER Y11LDS IN EUROPE COUI POSSIBLY MAKE i' IWICULT TO

CONTINUE PLACEMENTS IN DOLLARS AT LOWER INTEREST R[AE LEVELs. WE WOUiLD

Pi"iG THEREFORE NO' TO FI LE FOR EUROFRALNC ISSUES. HOWIVERV WE WlLL CONiN'i

T CARFUiLY WAC I TI'l MARKET AND LOOK "ORWAi) TO RECEIVIN YOUR NOST

V/iJAWBLI ADVICE FPROM TIME TO TIME. KINDEST REGARDS.

ROTBE11RG
INTBAFRAD

Au MOR/ Z D 6CLEARANCES AND COPY DiSTRIBUT ON:

N cc: Mr. Cargill



INTERNATIONAL BANK FOR RECONSTRUCi ION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D. C. 20433, U.S.A.

March 4, 1975

Dear Sylvan:

Thank you very much for your kind
and complimentary letter on my remarks at
the University of Pennsylvania Faculty
Club. It was most thoughtful of you.

As you may know, over the years I
have had occasion to meet several of your
colleagues while I was at the Securities
and Exchange Commission and as old friends
from my Philadelphia days.

Please give my best regards to
Mark Kessler, Nate Feinstein and Dick
Pearl.

Sincerely,

Eugene l. Roth g
TreasurerN

Sylvan M. Cohen, Esq.
Cohen, Shapiro, Polisher,

Shiekman and Cohen
Philadelphia, Pa. 19107



AY 'CIAT ON RLCONSTRUC-iON AND DEVELOPMENT

0: PIERRE HAAS DATE: MARCH 4, 197
LANQUE DE PARIS ET DES PAYS-BAS
PARIS CLASS OF TIELEX

SERVICE:
X-2213

COUN 'Y: (FRANCE)

TExT
Cable No.:

THANK YOU FOR YOUR TELEX TO PETER CARGILL AND ME RE PREVAILI NG MARKET FOR

EKKOFRANC ISSUES. RECENTLY WE HAVE BORROWED $500 MILIjON FOR FIVE AND

TEN YEAR MATURITIES AT A TOTAL COST BELOW 8.2% AND ARE THEREFORE RELUCTANT

TO SEEK ACCESS TO MARKETS AT CONSIDERABLY HIGER RATES. ALSO OUR RECENT

OPEC BORROWINGS HAVE BEEN AT 8%. WE BELIEVE THAT ISSUES BY US AT

SuuSTANTIA 1LY H(IGER YIELDS IN EUROPE COULD POSSIBLY MAKE IT DiFFICU'i To

CONTINUE PLACEMENTS IN DOLLARS AT LOWER INTEREST RATE LEVELS. WE WOULD

PREFER THEREFORE NOT TO FILE FOR EUROFRANC ISSUES. HOWEVER. WE WILL CONTINIUE

TO CAREFULLY WATCH THE MARKET AND LOOK FORWARD TO RECEIVING YOUR MOST

VALUABLE ADVICE FROM TIME TO TIME. KINDEST REGARDS.

ROTBERG

INTBAFRAD

NOT T;O B TRANS, TT D

AUI ZEiD/i By 
CLEARANCES AND COPY DIS RItUllON:

UAM EUENE H. ROTBERG cc: Mr. Cargill

viA1 Atnfom/lI Ty o Aiwivc IV,, Il ... .. " -

I,"")I
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TO: INTBAFRAD DATE: MARCH 4, 1975
TOKYO

CLASS Or TEAX

SERV CL: X-2213

COONTRY: (JAPAN)

TEXT:
Cdble No.: FOR MR. SOlJI MA

AAA FOLLOWING MEMORANDUM TRANSMITTED TO MR. HORI:

QUOTE: WE ARE CONSIDERING INVESTING A PORTION OF THE BANK'S AND

IDA'S LIQUID YEN FUNDS IN BANK DEBENTURES ISSUED BY THE FOLLOWING

JAPANESE BANKS:

(1) THE INDUSTRIAL BANK OF JAPAN

(2) TUE LONG-TERM CREDIT LANK OF JAPAN

(3) THE NIPPON FUDOSAN BANK

(4) THE CENTRAL COOPERATIVE BANK FOR AGRICULTURE AND FORESTRY

(5) THE CENTRAL COOPERATIVE BANK FOR COMMERCE AND INDUSTRY

(6) THE BANK OF TOKYO

WE WOULD BE GRATEFUL IF YOU WOULD CONFIRM ON OUR BEHALF, FROM YOUR

AUTHORITIES, THAT THESE DEBENTURES RANK EQUALLY WiTA, AND ARE NOT

SUBORDINATE TO, CLAIMS OF PERSONS OTHER THAN HOLDERS OF DEBENTURES

OF THESE BANKS (FOR EXAMPLE, CLAIMS OF DEPOSITORS, CREDITORS, PUBLi C

AUTHORITIES, S"AREHOLDERS, AND TOE LIE). PRIOR TO MAKING ANY SU0,

AMHORIZD BY: CLEARANCES AND COPY DISTRIBUION:

NAM

j A I /\i I)J i l iI' l l t ) I /l Fvl



O: I NTBAFRAD DA1  ~ MARCH 4, 190
TOKYO

CLASS O EE

SERVICE: X-2213

COLUTiiRY: (JAPAN)

TEXI:
Cable No.:

FOR MR. SOEJIMA PAGE TWO

INVESTMENTS, WE WOULD, OF COURSE, DISCUSS THE PROPOSED VNSTN N

PROGRAM, INCLUDING SUCH MATTERS AS AMOUNTS, TIMING, METHOD 01

PURCHASE, ETC., WITH APPROPRIATE GOVERNMENT AUTHORITCI ES.

BBB IF RESIONSE IS AFFIRMATIVE LEGAL DEPARTMENT WILL RECOMMEND THAT

WE BE PERMITTED TO PURCHASE DEBENTURES DENOMINATED IN YEN.

CCC BOARD PAPER WILL ALSO RECOMMEND CHANGES IN INVESTMENT AUTHORITY TO

PERMIT PURCHASE OF DOLLAR OBLIGATIONS ISSUED BY MNBER GOVERNMENTS

DIHER THAN U.S. OR GUARANTEED BY SUCH OTHER GOVERNMENTS. PAPER

SHOULD BE FINISHED WITHIN ONE OR TWO WEEKS.

DOI) HITTMAIR PROPOSES TO VISIT JAPAN DURING FIRST WEEK OF APRIL.

EEE WE ALSO PROPOSE THAT MICHAELCHECK VISIT JAPAN FOR UP TO SIX WEEKS

TO IMPLEMENT OUR INVESTMENT POLICY.

FFF WILL CABLE SEPARATELY CONCERNING CARGILL'S PROPOSED VISIT.

RoIl/ 5

AUIfORIZED BY: CLEARANCES AND COPY DISIOUITION

NAME EUGENE H. ROTBERG

TREASURER'S -

) 1 1
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OFFICE MEMORANDUM
TO: Mr. I.P.M. Cargill DATE: March 3, 1975

FROM: Eugene H. Rotberg, )_,

SUBJECT: Request by OPEC for Prepayment of loans to the Bank

The question has been raised how we might respond to a request from

OPEC for repayment of our obligations prior to final maturity. This

question apparently has come up because of a concern by some OPEC members

that revenues from sales of crude oil and/or their own absorbtive capacity might

place them, at some time in the future,.in a position where they needed

liquid resources to finance current imports or meet other external

obligations. Preliminarily, I would note that World Bank obligations

ordinarily should be treated by OPEC as the last instrument to be sold

for current account reasons. The fact is that most of their foreign

exchange assets are liquid and short term, typically of several months

duration; the percentage of "long term" World Bank obligations placed

with them is a small percentage of these assets and should not require special

provision-providing liquidity prior to maturity. Nonetheless, assuming

the problem becomes a real one, there are five readily available ways

(with accompanying variations) by which the Bank could theoretically

provide liquidity should it be insisted upon:

(1) A right in the lender to "trigger" prepayment if either

its foreign exchange reserve position or its foreign

assets fell below (a) a designated gross figure, or

(b) a designated ratio to "current"imports.

(2) All borrowings from OPEC would be "short term" with an

agreement to refinance at either (a) the same interest

rate or (b) a renegotiated interest rate at prevailing

market yields - with an understanding that refinancing

would be automatic for say 10-15 years if the lenders'

foreign exchange reserves or gross foreign assets, as

defined, had not deteriorated from some designated level,

or as compared to some specific designated standard,

e.g. against six months imports.

(3) Issuance of bearer bonds, either at the time of the initial

placement or upon request of the lender thereafter, which

could be resold in the United States.

(4) Provision for amortization of bonds, rather than a single

final maturity payment.

(5) Provision for substitution of long term notes with shorter

term obligations - with corresponding lengthening of remaining

balance of outstanding notes.



Mr. I.P.M. Cargill - 2 - March 3, 1975

I would urge that we reject the first two alternatives; the third,
fourth and fifth suggestions are workable and have been used before.

The first suggestion is similar to the Trinidad formula to which
the Board raised strong objection. Whatever might have been the merits
of their position in that case, the Board believed that a prepayment right
in the lender, prior to maturity, which is linked to either the lender's
foreign exchange reserve position or even its gross foreign assets is an
unwise precedent which could require us, in time to offer it on less
attractive terms to other potential lenders. The point was also made
that our financial statements would show a contingent liability which
could be material if it were adopted as a precedent for large OPEC
borrowings. It would therefore diminish the significance and value
of our own liquidity position.

The second alternative, i.e. borrowing short, suffers from similar
criticism. Further, during a period where our gross borrowings are
likely to be 50% from OPEC in the next several years we cannot borrow
short to finance long term loans at fixed interest rates. Short term
interest rates fluctuate significantly and quickly; the Bank could
readily find itself having to compete with high cost Eurodollar rates in
attracting funds from OPEC for short term refinancing.

The third, fourth and fifth alternatives are attractive ones and
have been used in the past. For example, we offered Nigeria the right
to ask for bearer bonds at any time after one year. This could permit them
to convert an essentially illiquid obligation into cash should they need the
resources. Similarly, we structured the botrowing arrangements from
Venezuela in a way wheiujh we agreed to issue bearer bonds denominated
in dollars and to use our best efforts to assist them in the resale of those
bonds should it be necessary, in the United States. In these cases the
lender assumes the risk that interest rates might be higher than the rate on
the original obligation. Under such circumstances the bonds would have to
be sold at discount from par. But this is a rather limited risk to which
they would be exposed only, we assume, after having liquidated other short
term assets. We should also be careful to limit the amount of bearer
bonds issued so as not to saturate the market, or in any event to time
the resale so as not to interfere with our own market operations.

We have also provided for a stream of principal repayments commencing
at the end of, say the fifth year so that the lender receives, in addition to
its interest payments, a reduction of principal over a 10 year period thereby
increasing its cash flow. The Nigerians found this attractive: our
only concern should be that the average life remains over 10 years. Because
of our substantial liquidity position we could agree to partial repayment
of principal after the first year - assuming that the final payment of a
series of twenty equal payments would occur say, some 20 years later.
Finally we have also provided, in the case of Venezuela, for a substitution
of notes which permitted the lender to pre-mature a designated percentage



Mr. I.P.M. Cargill - 3 - March 3, 1975

of the notes should they need the resources, if simultaneously they
extended the life of the remaining notes so as to produce no change in the
average life of the obligations outstanding. This provides for an
increased cash flow to the lender during an emergency without affecting
our liability structure.

EHlRotberg:mb
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INT
ERNATIONAL DEVELOPMENT INTERNATIONAL RANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCT! ON AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara DATE: February 28, 1975

Mr. I.P.M. Cargill

FROM: Eugene H. Rotber -

SUBnJETCT: March 1975 Central Bank Issue

Subscriptions totalling $253.4 million were received. The over-
subscription of $13.4 million was allocated by reducing pro-rata the
subscriptions of $10 million or more by approximately 8%.

Market Conditions During Subscription Period (February 20-27)

Several hours after the offering cables were sent, the secondary
market yield on the new two year U.S. Government note issue increased to
6.20% in response to overbidding in the auction. Within a day or two
thereafter these notes were quoted at between 6.30% and 6.35%. The
announcement on Monday, February 24, of substantial U.S. Treasury finan-
cing for April and May contributed to price declines. The failure of
the Urban Development Corporation of New York to meet its obligations
also contributed to market weakness - which was reflected in a widening
spread between U.S. Agency securities and U.S. Treasury obligations.
As a result, the Central Banks, to the extent that they were price-
conscious, were comparing a World Bank issue to yield perhaps 10 basis
points higher than a U.S. Government issue and 30 basis points below a
two year U.S. Agency.

The dollar continued weak in the foreign exchange markets as a
result of (a) interest differential between currencies and (b) expected
publication of data showing further deterioration of U.S. terms of trade
as compared to Germany and Japan.

On the plus side, the yield curve remained positive. Ceritral
Banks were able to invest their resources in three-month Treasury Bills
during tte week at only 5.70%; the rate on three-month Certificates of
)eposit 'with Commercial Banks stabilized at about 6.25%. In prior

periods, Central Banks were able to invest their foreign exchange
reserves in short-term obligations at yields considerably higher than
the yield on our Two Year Central Bank issue. The effect of a positive
yield curve, of course, is to force investors to go longer in order to
increase current income.

Subscriptions

The attached Table I shows the subscriptions totalling
$253.4 million for this issue. Thirty-nine Central Banks rolled over
maturing obligations; 13 increased their subscriptions and 6 reduced
their subscriptions from the amount maturing. Subscriptions to our 9%
September issue aggregated $294.5 million. At that time thirty Central
Banks rolled over maturing obligations; 24 increased their subscriptions
and 6 reduced their subscriptions from the then maturing issue. See

e II. I attribute the difference in response between the two issues
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Mr. I.P.M. Cargill

to the current weakness of the dollar and the relatively low interest
rate - particularly in comparison to the September issue.

The major increases on this issue, over the amounts maturing,
were: Belgium $10 million increase to $25 million; Iran $9 million
increase to $15 million; Nigeria $28 million increase to $30 million.

The Belgian subscription was particularly helpful. This is the
second consecutive time that they have increased their subscription to
$25 million. It may reflect a policy to hold as much as $100 million
of our Central Bank issues. The subscription of $30 million by Nigeria,
an increase of $28 million over the maturing issue, in effect guaranteed
the success of the issue. Indonesia subscribed for $5 million. This is
the first subscription we have ever received from them. The BIS also
increased their subscription from $0.7 million to $2.0 million. Their
cable arrived immediately after the pricing, and I suspect reflects a
sophisticated judgment, at the time, favoring a 6.40% yield to the
just-published auction yield of 6.09% on the two year U.S. Government
no t e.

On the other hand, Canada only rolled over their $12-1/2 million.
In the recent past they have subscribed for $15 million when interest
rates were higher. Saudi Araia only rolled over $20 million although
they had given us a $50 million subscription on the occasion of our
9% Central Bank issue. Germany's offer of a standby of $20 million
should we need it reflected, I think, a rather neutral, perhaps cool,
attitude towards the issue. In the recent past they have made outright
subscriptions. In view of the over-subscription we did not need to
utilize the standby.

Six coun tries, though subscribing, reduced their subscriptions
from the amount held in the maturing issue by $28.1 million. Another
ten countries did not subscribe (of which six did not respond to our
cables) although they held in aggregate $18.7 million of the maturing
issue. The major reductions were by Norway - $4 million reduction to
$5 million; Australia - $5 million reduction to $5 million; and the
U.1K - $15 million reduction to $5 million. Australia also had
reduced by approximately 50% its subscription to our 9% issue.

Apart from Iran, there were no increases in subscriptions from
oil producers in the Middle East and Africa. Most were disappoiting.
The amounts maturing and subscribed are set forth on the following
page.
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Mr. I.P.M. Cargill

(Millions of Dollars)

Country Subscribed Maturing

Abu Dhabi 0.5 0.5
Iran 15.0 6.0
Kuwait 1.0 1.0
Oman 1.0 1.0
Qatar 0.1 0.1
Saudi Arabia 20.0 20.0
Iraq -- --
Algeria -- 2.0
Libya 10.0 10.0

Attachments: 2

EHRotberg:emk



Table i

Comparison of Subscriptions for IBRD's Two Year Bonds of Marh 1973 to March 1975

Roll Overs of Maturing 1973 issue increase in Subscription Over March 1973 Decrease in Subscription Over MacCh 173 of issueBoll~~Yo Over ofMatring092 Isue

Country Subscription Country Subscription Increase Country Subscription Decrease Country Amount u n

Abu Dhabi 0.5 Eellium 25.0 10.0 Autrzalia 5.0 L.0 Algeria 2.3
Argentina 5.0 olivia 1.0 0.5 Austria 1.4 1.1 Coloia
Eangladesh 1.0 Ecuador 1/ 2.0 2.0 Finland . 2.0 , eople's 3.-
Brazil 14.0) Ghana 0.4 3.1 Malaysia 10 1.0 eocra-,ic-
Canada 12.5 Guatemala .- 0.25 0.25 Norway 5. 0 4.0 Republic of
China 2.0 !ran15.0 9.0 United 5.0 15.0 Singapore 2.0
Cyprus 1.5 jamaica 1.0 1.0 Kingdom Guyana 0.5
Denmark 2.0 ela 0.25 0.25 e a 2.1
El Salvador 0.2 Neherlands 4.0 1.0 a-ritius 0.2
Ethiopia 2.gra 30.0 23.0 a 10
France 3.0 Philippines 2.0 1. 8 Tan ia 3.o
Greece 1.0 B.I.S. 2.0 1.3 , Zambia 4.0
India 2.5 indonesia 5.0 5.0
Ireland 1.0
Israel 2.0
Italy 10.0
Japan 5.3

_an 2.0
iya 2.0

Korea 1.0
Kuwait 1.0
Libya 10.0
Mexico 1.0
Kew Zealand 3.0
Oman 1.0
Qatar 0.1
Saudi Arabia 20.0

uth Africa 1.0
-in 2.0

zudan 0.1
Thailand 10.0
Trinidad & 0.25
Tobago

Uganda 1.0
Venezuela 10.0
Viet-Nan 1.0
Yugoslavia 3.0

moroco 0.2
iduras0.25

1.0 1 Subscribers did not hold anything of the mauring issue.



Comparison of Subscriptions for ITD's TYo-Yer Pers of ePtee 107? to September 197

Roll Overs of 'aturin 1972 issue Increase in ubcription Over September 19T72 Decrease in Subscripocn Over Hepteber 1 '0 olders of mtdrit u :t
___________________________________ ____________C:bscri 

ig

Country Subscription Country Subscription Increase Country Subscription Decrease Country Aiounta

Abu Dhabi 1.0 Arrentina 5.0 5.0 A ustralia 3.0 3.5 Cyprus 0.5
Austria 4.1 a n 3.0 2. Colombia 3.0 0.2 Fceland 2.4
Banaladesh 2.0 i . Israel 2.0 0.A ew Zealand 2.,
Canada 12.5 olivia .0 0-5 Knuit 3.0 0.5 Portua1 I
China 1.0 Trazi 1.0 V3 MecO 5.0 3.1 United Kingdom 4.9
Dennark 2.0 Dminica.n, 0.5 0.5 Thailand 5.0 3.1
Ecundor 1.0 epublic-
France 2.0 E aado 0.2 0.2
Ghana 0. Ethiopia 2.5 0.1
Greece F 1.0
Guaterla 0 .05 Filan 5.0 0.2
Honduras 0.5a 20.0 4.0
India 2.. Guyan 0.75 0.5
Ireland 2.0 n 25.0 18.5
Italy 10.0 1.9
Ivory Coast . l 2.0 1.75
Jara'n 4.1 Maasa 5.01'.0
Jordan 2.0
Kenya 2.0 therlands 4 .0 0.
Korea 1.0 ieia 20.0 11.0
Morocco 2 Orway10.0 1.9
Nicaragua 102 Van 2.0 1.0
Qatar 0.1 Peru 2.0 1.0
South. Africa 1.0 hiipne 0.5 0.5
Spa4.9 gu kma 50.0
Triiad& 0.2 singapor2. 2.0 2.

Toba.,ao 5. 3.0
Yugoslavia 503

Venezuela 2.0
Viet-Nana 1.0F
B.I.S. 2.0
U.N.D.P. 1.0

/ Subscribets did not hold anything of the Maturing issue.



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433. U.S.A.

February 27, 1975

Mr. Kjell Bra'ndstrom
Executive Vice President
Svenska Handelsbanken
Box 163 41
103 26 Stockholm, Sweden

Dear Kjell:

Thank you very much for your letter

of February 3, with which you enclosed your

quarterly review titled "Current Business in

Sweden". This information will prove most

interesting and I look forward to receiving

future editions.

Kindest regards.

Sincerely,

Eugene H. Rotberg
Treasurer



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433. U.S.A.

February 27, 1975

Dear Jim:

It was most kind of you to write.

Thank you very much for your suggestion.

Let me thank you again for the very lovely

lunch and the delightful company. It was

most thoughtful of you.

Kindest regards.

Sincerely,

Gene botberg

Mr. James J. Thackara
140 Grace Church Street
Rye, New York 10580



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433. U.S.A.

February 27, 1975

Dear Alan:

Congratulations on your new aff' liation

Please let me know what you, Joyce and the

children are doing. Everything is reasonably

in order here in Washington though I do too

much travelling. We need a vacation. The

children are fine. Please give my love to

Joyce and your children.

Kindest regards.

Sincerely,

Gene Rotberg

Alan R. Gordon, Esq.
1900 Avenue of the Stars
Suite 1080
Los Angeles, California 90067



The World Bank Group
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25 February, 1975 Memorandum

Correspondents / Participants
To:Paul B. English, Conroller's Department
From: Eugene H. Rotberg

Subject / Title
Advance for W.M. Van Saagsvelt

Exception(s)
Personal Information

Additional Comments

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by Date

Tarsica Morgan-Taylor October 19, 2023

Archives 01 (March 2017)



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, US.A.

General Management
Arab bank Limi te
I-car, fac

oft opri n'x 6 8
Anaon, jorr an

nt Ie emen

Thanr you very much for sending the
relacement copy of the ir-b Vank's 19075 Owhag-
wint %alenar, whch as on reciverl in thisl

We are g;rateful for your kindness in
sending along so expeditiously the replacement
cony, which Mr. 20thorg is enjoying on a saily
basis.

Sincerely,

Secretary to Mr.

th brg

JMV~hs



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, U.S.A.

February 25, 1975

A. W. Clausen, President
and Chairman of the Board

Bank of America NTSA
San Francisco, California 94120

Dear Tom:

I am enclosing The World Bank economic reports
for Brazil, Thailand and Mexico in accordance with my
discussion with you and your colleagues. As you may
observe, these reports are confidential and should
be used with great discretion and maintained within
your organization. We have made these reports avail-
able only to financial institutions which have 'par-
ticipated either themselves or through their affiliates
in World Bank loans to these countries.

I have also enclosed a recent document (which is
public information) setting forth the external debt
of less developed countries. I hope the materials are
of use to you and your colleagues and look forward to
seeing you soon.

Please keep in touch.

Kindest regards,

Eugene H. Rotberg
Treasurer

EHR:jcv
Enclosures



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D. C. 20433, U.S.A.

February 21, 1975

Dr. Bernard L. Martin
Da n
Canisius College
Buffalo, New York 14208

Dear Dean Maxtin:

Pursuant to our telephone conversation,

I am attaching hereto a photograph and brief resume

which you might wish to use in connection with my

forthcoming appearance.

Sincerely,

lhgene Hf. Rother
Trrasurer

EI: j cv

nclosures



INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

NTERNATIONAL DEVELOPMENT 
INTERNATIONAL FINANCE

ASSOCIATION CORPORATION

Mr. Burmester

Sven:

Per our discussion:

For Mr. McNamara's briefing

book on his forthcoming

trip.

Gene Rotb rg
Feb. 19,



U.S. TREASURY AND AGENCY YIELDS

January 1974 to February 1975

TREASURIES
Maturities

First Week of 5 Years 7 Years 10 Years 20 Years

January 1974 6.77 6.71 6.82 7.32
February 6.82 6.81 6.93 7.38
March 6.90 6.89 6.88 7.49

April 7.78 7.56 7.28 7.88
May 8.11 7.90 7.41 8.04
June 7.95 7.85 7.41 8.01

July 8.29 8.15 7.60 8.13
August 8.55 8.43 7.70 8.32
September 8.50 8.46 7.96 8.50

October 8.09 7.95 7.69 8.47
November 7.77 7.67 7.33 7.88
December 7.46 7.56 7.16 7.73

January 1975 7.21 7.19 7.01 7.78
February 6.88 7.07 6.91 7.55

AGENCIES
Maturities

First Week of 5 Years 7 Years 10 Years 20 Years

January 1974 7.03 7.14 7.29 7.72
February 7.12 7.22 7.32 7.81
March 7.10 7.20 7.29 7.87

April 8.05 8.12 8.09 8.35
May 8.23 8.20 8.26 8.40
June 8.31 8.29 8.28 8.38

July 8.78 8.77 8.66 8.70
August 9.00 8.98 8.88 8.85
September 9.30 9.27 9.14 9.02

October 8.65 8.68 8.64 8.95
November 8.15 8.17 8.15 8.37
December 7.85 8.00 8.00 8.35

January 1975 7.70 7.75 7.80 8.30
February 7.10 7.30 7.35 7.90



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D. C. 20433, U S.A.

February 18, 1975

Dear Bill:

This will supplement my letter to you
of February 14 concerning research on invest-
ment opportunities in Belgium, Denmark, Germany
and The Netherlands.

The object would be to identify invest-
ment opportunities open to IBRD and IDA in
obligations, government-guaranteed obligations
and bank deposits. For each market we need the
following information: available maturities,
annual volume, maximum and typical volume of
transactions which could be done in one day,
determination of the market makers, spread
hetween bid and asked; size of commissions;
present yield curve for maturities up to five
years and any general restrictions.

I would prefer that, in preparing your
analysis, you keep in touch with private,
rather than official channels.

Best regards,

Mr. W.M. van Saagsvelt
Europalaan 33
Oisterwyk
The Netherlands



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433. U.S.A.

.February 14, 1975

Dear Bill:

I have been away in Japan for some time

and have recently returned. I am sorry I haven't

written before and I wish you and your family the

best of health. I hope you are keeping busy and

are leading a good life.

We are now in the process of preparing a

short job for you to work on. Because interest

rates have declined in the United States our

liquid resources, denominated in dollars, are

being invested in instruments with rather low

yields. We are, therefore, most interested in

placing some DM in either commercial banks or in

government obligations of up to five-year

maturity in Germany or perhaps in Guilder govern-

ment obligations. I doubt very much whether

Central Banks, however, would like us at this

point to put our money in the banking system

because it might be inconsistent with their

tight monetary policies. However, there are

some opportunities for the purchase of government

bonds. What we need, therefore, is a study of

the availability of government securities,
volume in the secondary market, current yields,

kind of obligations available, etc.

I will try to get you off a more detailed

letter next week.

Best regards,

Gene

Mr. W.M. van Saagsvelt

Europalaan 33, Oisterwyk
The Netherlands



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON. D.C. 20433, U.S.A.

February 11, 1975

Mr. Charles A. Coomnbs
Senior Vice President
Federal Reserve Bank of New York

33 Liberty Street
New York, N.Y. 10045

Dear Mr. Coombs:

I am enclosing herewith for your

information the following documents which

have been approved by our Board of Executive

Directors:

(1) R75-23 issued in connection
with our borrowing from the

Deutsche Bundesbank; and

(2) R75-28 issued in connection

with our Two Year Bond issue

of 1975, due March 15, 1977.

Sincerely,

Eugene H1. Rotberg

Treasurer



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, U.S..A.

iebruary 10, 1975

iMr. Kosii Suzuki
Deputy Chief Manager
Securities Department
The Industrial Bank of Japan,

Limited
Marunouchi, Tokyo
Japan

Dear Mr. Suzuki:

Thank you for your letter of January 28,

in which you enclosed IEJ's latest Bond Market-

Report.

I appreciate your thoughtfulness in con-

tinuing to send me these reports, and do indeed

find. them quite interesting.

With kind regards, I remain

Sinc er ely,

berg
Treasurer

E=R:jcv



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, U.S.A.

February 10, 1975

Dear Jay:

Just a note to thank you for the

reports which you have been sending and to

tell you how much I enjoy reading them. I

find the information most valuable.

Best wishes for a good New Year.

Keep in touch.

Sincerely,

LBu'gene H. Rotberg
Treasurer

Mr. S. Jay Levy
Box 26
Chappaqua, New York 10514



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON,D.C. 20433,U.S.A.

February 10, 1975

Mr. Lewis Carroll
Vice President and General Counsel
Washington Gas Light Company
1100 H Street, N.W.
Washington, D.C. 20005

Dear Mr. Carroll:

I was delighted to receive the notice of

your recent appointment as Vice President and

General Counsel of the Washington Gas Light

Company. Please accept my warmest congratula-

tions and best wishes for your future success.

I look forward to meeting with you again

now that you are settled in Washington.

Sincerely,

Eugene H. Rot elrg
Treasurer



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, U.S.A.

February 10, 1975

Mr. Douglas A. Smith

Vice President
Industrial National Bank

111 Westminster Street

Providence, Rhode Island 02903

Dear Mr. Smith:

I must apologize for not writing to

you before this to thank you for the very

useful diary which you sent me and which I

received prior to my leaving for a business

trip to Japan. It was most kind and thought-

ful of you to remember me.

Best regards.

Sincerely,.

EIdgsne H. Roth rg

\J Treasurer



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON. D.C. 20433, U.S.A.

February 10, 1975

Mr. Ashok Thadani
Head
International Relations Dept.
International Savings

Banks Institute
Geneva, Switzerland

Dear Mr. Thadani:

Thank you for your letter of January 6
inviting me to participate in your next world
congress to be held in Bogota, Colombia, from
September 1 to 4, 1975. Unfortunately, I must

decline your invitation as the Annual Meeting

of the World Bank Group will take place in
Washington during those dates.

I appreciate your inviting me and look
forward to being with you at another time.

I hope that your meeting will be a great
success.

Sincerely,

Eugene 11?Ro tberg
Treasurer



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, U.S.A.

February 10, 1975

Dear Moshe:

I have just returned from a trip to Japan

and want to apologize for not writing before

this to thank you for the very interesting book

on "Coins of the Land of Israel." It was most

kind of you to send me this book and I appreciate

your thoughtfulness in remembering me.

Please keep in touch and give me a call

when you next come to Washington.

Sincerely,

dene. HRol berg
Treasuf4

Mr. Moshe Meirav
Manager
Bank of Israel
Jerusalem, Israel



t.J

INTERNATIONAL BANK FOP RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C, 20433, U.S.A.

2ebruary 10, 1975

ri. LOshi Suzuki-

Teindustril Bank of jaan-

Ma-Uchi, T7OkyO

Der Mir. uzuki:

Th¶ k yOu for your ltter of JAnyary 28.

i apprecinate your thughtfulness in con-

4. * _*

tinninq t0 sond me thco repO-t, and do _dor

find them quie intrrovi-7

.ncerely

Aano A. NOtherg
Treasurer

bon: Tr. ?rk



NTBAFRAD DATE: JANUARY 30, 1975
TOKYO

CLASS OF TELEX

SERkV C:

MR. SAKAI

URTEEX TODAY ROTBERG NOW ANROUTE TO JAPAN AND SC DUIED TO

ARRIVE TOKYO SATURDAY FEBRUARY i AT0 1740 ON PANAMERICAN t=K

FLIGHT 831 REGARDS

KESTERTON

SECRETARY TO MR, IOTMG

Ab Y CLEARANCLS AND COPY DISTRIBU ION:

NAM. C. HTTMIR

Cor i) ' y ( , P .... U

A: : e Secretairios Guide for prepauring for Co d for Dispatch



The World Bank Group

Record Removal Notice Acie
File Title Barcode No.

Eugene H. Rotberg - Chronological Records - Volume 14 - December 1974 - March 1975

1858117
Document Date Document Type

29 January, 1975 Letter

Correspondents I Participants
To:The Chalet Club
From: Eugene H. Rotberg

Subject I Title
Ski charter to Aspen

Exception(s)
Personal Information

Financial Information iv

Additional Comments

The item(s) identified above has/have been
removed in accordance with The World Bank
Policy on Access to Information or other
disclosure policies of the World Bank Group.

Withdrawn by Date
Tarsica Morgan-Taylor October 19, 2023

Archives 01 (March 2017)



'NTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, U.S.A.

January 29, 1975

Mr. Claudio Segre
President
Compagnie Europeenne de Placements
47, Faubourg St-Honore
75008 Paris, France

Dear Claudio:

It was very good hearing from you. I have reproduced the
first three chapters of a book "Inside the Yield Book" by Homer and
Leibowitz of Salomon Brothers. I think it is an extraordinary work
and I have taken the liberty of requesting that you be sent a copy
directly from them. In the meantime you might like to read the
xerox pages of the first three chapters. The book in later chapters
goes into even more detail about the complex relationships between
yields, coupons and maturities. The first three chapters, however,
lay the fundamental groundwork.

One of the basic principles is fairly straightforward. The
principle is simply that for long-term bonds most of the total cash
flow to the investor is attributed to the reinvestment rate on the
interest paid on the bond. Therefore, the projected reinvestment
rate of the coupons is exceedingly important in determining the
"value" of the bonds. Thus, for example, given two bonds -- one
with a 4% coupon and one with a 10% coupon -- with the same maturity,
both yielding 8% in the market, such yield would be realized if, and
only if, the reinvestment of coupons during the life of the bonds
were in fact reinvested at 8%. If one exnected lower interest rates
then the investor should minimize his cash flow prior to maturity so
as to have less cash to invest during a period of declining yields.
Conversely, if one expected interest rates to rise, investors should
maximize their cash flow and hold the higher coupon.

Table 18 is an interesting table. It shows, for example, that
if yields were to decline, say from 9.48 to 7.11, after the purchase
of a bond, the price of a bond with a 15-year maturity with a 4%
coupon would rise by 26.49%, while the price of a bond with a 9%
coupon with the same maturity would only rise by 21.89%. The reason,
again, is that the lower-coupon bonds are more valuable because,
during a period of declining interest rates, there is less cash flow
to reinvest. There are, of course, tax implications and Homer and
Leibowitz have written about this also.



Mr. Claudio Segre - 2 - January 29, 1975

We are seriously considering doing something about our French

franc bonds but no decisions have been made as yet. I just am not

sure about the fairest and most appropriate way to take market

actions, if any, to purchase back these bonds.

Best personal regards.

Sincerely,

Eugene H. Rotberg
Treasurer



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, U.S.A.

January 28, 1975

General Managcent
Arab Bank Liited
Post Office Box 68
Amman, Jordan

Gentlemen:

Thank you for the lovely 1975 calendar

just received in this office addressed to

the bank's Treasurer, Mr. Age.ne H. Rotberg.

Unfortunately, it was damaged in the mails

and I am certain he would be most grateful

for a replacement copy.

With best personal regards,

Sincerely,

Secretary to Mr. Rotberg

JCV:hs



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Mohamed Nassim Kochman DATE: January 27, 1975

FROM: Eugene H. RotbeQL...

SUBJECT:

The following is an estimate of the amounts which we require in
the years FY76, 77, 78-and 79 from the countries you are visiting:

1976 1977 1978 1979

Kuwait $ 300,000,000 $ 300,000,000 $ 400,000,000 $ 500,000,000

Libya 300,000,000 400,000,000 400,000,000 500,000,000

Saudi
Arabia 1,000,000,000 1,000,000,000 1,500,000,000 1,500,000,000

United

Arab

Emirates 200,000,000 200,000,000 400,000,000 400,000,000

Total $1,800,000,000 $1,900,000,000 $2,700,000,000 $2,900,000,000

The borrowing should all be in dollars. Average life of the
borrowing should be ten years or more. We are prepared to execute loan
agreements or provide for the issuance of bearer or registered bonds.
I have enclosed for your information some documentation for your consi-
deration. Interest rates should be set at market rate for dollar
obligations of similar maturity in U.S., or rate on loans to IMF Oil
facility, whichever is lower.

The figures, of course, are tentative only and they account for
less than 50% of our gross borrowing requirements for this period. They
do not include subscriptions to our Central Bank issue which are covered
in a separate memorandum and which should be looked upon by OPEC as
alternative in'vestments of their short-term liquid assets.

Enclosure

EHRotberg:jcv:emk



A'; SOCt A~ T1N I 114M, 1 H I. N AN D D1.V0LotME NT fCRPORATON

OFFICE MEMORANDUM
TO: Mr. I.P.M. Cargill DATE: January 27, 1975

FROM: Eugene H. Rotber

SUBJECT: Late Payments due December 16, 1974

616 VE - Saudi Arabian Riyals - equivalent - $ 3,200.00
Kuwaiti Dinars - equivalent - $23,580.00

629 VE - Libyan Dinars - equivalent - $40,780.00

We took the following action on the above late payments:

(1) Requested Region to cable the borrower advising them of late payment
on December 19, January 3, January 13 and January 16.

(2) Cashier's Division (Treasurer's Department) cabled our depositories
as follows:

Saudi Arabia: January 2, January 16, January 27.
On January 19 we received a reply "item
not received."

Libya: December 16, January 16, January 17.
January 22 - reply received "item not in."
January 26 - cable received advising item
"in as of December 22."

(3) Cashier's Division (Treasurer's Department) telephoned Irving Trust
Company, New York, paying agent of the borrower, on:

January 14, January 16, January 17.

(4) I personally spoke to representatives of the Venezuela Central Bank
twice. I told them that the payments had not come in to our account
from either Saudi Arabia, Libya or Kuwait. They explained that they
had made the equivalent dollar payment to Irving Trust for the Riyals
and the Libyan Dinars but that Irving Trust was unable to get satis-
faction in purchasing the currencies on Venezuela's behalf from
Saudi Arabia or Libya. Venezuela had neglected to make the equivalent
dollar payment to Irving Trust with respect to the purchase of Kuwaiti.
Dinars. I told the Venezuelan Central Bank official to please pay us
in dollars, that we would take the responsibility for purchasing the
payments which were now a month overdue. Mr. Guerrera said he could
not do that - that he was not authorized to make a "double payment."



Mr. I.P.M. Cargill - 2 - January 27, 1975

In order not to embarrass Venezuela but, at the same time, to
meet my obligation to report the overdue payments and not make a
special exception for Venezuela, I arranged that the Board be advised
of the overdue payment but with a note that the borrower's banking
agent had difficulties in obtaining the required currencies. 1/

In this particular case, the circulation to the Board must have

had some effect. We were able to complete purchase of Kuwaiti dinars

on January 27. Libya confirmed this morning, January 27, that Libyan
dinars were credited to our account. We have yet to hear from Saudi
Arabia. We are again cabling Saudi Arabia.

I/ We constantly are advised by borrowers that they have paid or
that payment is "in process" or that there are "technical

difficulties." Mr. Gabriel and I have advised borrowers
that we are prepared to purchase the currencies for them;
most have either said "no" or have not replied to our offer.
The fact is that the Central Banks in the Mid-East are

disorganized and the New York commercial banks, which act as

agents for borrowers in purchasing local currencies, are
unwilling or unable for obvious reasons to put pressure on

Mid-East Central Banks to meet their foreign currency obliga-
tions. There is no way that a clerk at the Irving Trust
Company is authorized to complain to the Central Bank of

Saudi Arabia for a failure to make a Riyal payment equivalent

to $3,000; borrowers apparently don't like what they think is

paternalism in offering to assist them in what should be a
very normal foreign exchange transaction.

EHRotberg:emk



K NOTENBANK DATE: JANUARY 23, 1975FRANK FURT

CLASS OF
SERVICE: TELEX

COUNTRY: GERMANY

TExT:
Cable No.:

ATTENTION: DR. TUENGELER

RE PROPOSED ROLLOVER OF MATURING NOTES ON FEBRUARY 1, 1975 STOP

THIS IS TO CONFIRM THAT ROLLOVER IS NOW SCHEDULED FOR CONSIDERATION

BY EXECUTIVE DIRECTORS ON JANUARY 28 STOP IF CONVENIENT TO YOU

I WOULD LIKE TO CALL YOU TOMORROW 4 P.M. FRANKFURT TIME TO

DISCUSS ANY TECHNICAL ASPECTS THAT WOULD FACILITATE THE TRANSACTION

STOP BEST REGARDS TEST

HITTMAIR
INTBAFRAD

NOT TO BE TRANSMTTED

CI FARANCES AND COPY DISTRI1BUTION:

ME I1.G ILC t rirMessrs. Rotberg, de Boeck, Deely

Treasurer's

'NATUREI
St GNA I UIRE Of IND VfIJA AUTHOMIZED R - AP'IOVE,

For Use By Commrunkicaions SectionNCE: HCHittmair:mb ext. 2228

O!CINAL (F copy)
I Iof .lj ,, F |f. D s1a i-:
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I CORPORATION

OFFICE MEMORANDUM
TO: Mr. Iobert S. McNamara DATE: January 20, 1975

Mr. i. P. M. Cargill

FROM: 1lgene H. Rother

SUBJECT: Liquidity Policy

Questions will be raised tomorrow concerning the level of our
liquidity for the period FY75-FY79. The following argument and
data might be useful:

1. Our liquidity is designed to protect us against shortfalls
in our cash flow. The principal items of our cash flow, apart from
borrowings, are (a) loan repayments, (b) net income and (c) dis-
bursements. These can be defined as "operational items," i.e.,
financial flows which, for the most part, are fixed contractual
obligations and not susceptible to significant managerial influence.
They tend to be fairly stable and, within limits, are reasonably
predictable over a five-year period. There is a negative cash flow
for the five-year period FT75/79 from those and a few other small
items of $10 billion. This assumes that we borrow 45.9 billion neces-
sary to refinance all debt obligations raturing in that period in
order to prevent an even greater negative cash flow.

2. Under the forecasts in the financial policy paper, if we
were to borrow net ;13 billion in FY75/FY79 over and above the
amount necessary to refinance maturing ob igations our funded debt
would increase from $9.6 billion at the end of FY7h to $22.6 bil-
lion by the end of FY790 Our liquidity position however at the
end of the period will increase only by $3 billion. The fact of
that )10 billion shortfall, which can only be met by uncertain
borrowing operations, is the fundamental reason for holding sub-.
stantial liquidity.

3. The undisbursed commitments by the end of FY79 will be $19
billion. The negative cash flow after FY79 will be even greater
than :for F775-79, as the disburs ements accelerate more rapidly than
the incoming loans repayments. I estimate a negative cash flow of
$3.8 billion for 1980 -- even assuming we borrow sufficient to re-
finance all maturing debt in that year. Otherwise, the negative
cash flow would be about ;5.0 billion.

Conclusion:

Any forgoing of borroiings at rates below 9% now, and in the
reasonably near future, is unwise. The Bank's, main problem will be
in coping with a substantial negative cash flow from its operations
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which cannot be positively effected during a five-year period
other than by borrowing, The marjnal cost of carrying "excess"
liquidity is virtually nil, and even if it were substantial in
a given year, it is a premiui which should be paid if the Bank
wishes to continue functioning as a development agency and be
perceived as a prudent financial institution. There is a greater
risk that we will run out of new resources faster than we will
run out of profits and earning power. If we were to apply the
same "contingency analysis" tests on our future borrowing program
as we did on our net income, our liquidity position would not,
to say the least, be deemed excessive.

&Hiotberg:jcv



January 15, 1975

Date of Agreemaent in pinciple: June 13, 1974

Place: Washington, D.C.

Present; Messrs. Rotberg, Kreiger
or the Bank, and

Miesrs. urtado, Perez Gurrero,
Piaentel and Manduca for
Venezuela.

Confinnaion of general te rms
aid conditions, includin-
interest rates; July ig/ip

Place: Caracas, Venezuela

Present for the Bank: Mr. Hittmair.

Signing: Augst iJ, 1974

Place: Caracas, Venezuela.



OFFICE MEMORANDUM
TO: Files DATE: June 13, 1974

FROM: Eugene H. Rotber

SUBJECT: Proposed World Bank Borrowings from Venezuela

Present. for the Bank:

Messrs. Rotberg
Krieger
Hittmair
Gonzalez-CofiTo

Present for Venezuela:

Messrs. Hector Hurtado, Minister of Finance
Manuel Perez Guerrero, Minister for

International Economic Affairs

Guillermo Pimentel ) Special Advisers
CE'sar Manduca ) to Mr. Hurtado

Roberto Guarnieri, new Executive Director
for Venezuela in IBRD

This memorandum will. summarize the discussion and general
understanding reached relating to proposed World Bank borrowings
from Venezuela.

Amount

Theltotal amount contracted to be borrowed would be $500 million
equivalent. For working purposes it was understood that the agreements
would be executed prior to the end of calendar year 1974. The first
hundred million dollars would be lent on the basis of a loan agreement,
a note or a bond issue for $100 million, denominated in dollars.

With respect to the remaining $400 million, several possible
options were discussed which the Venezuelan authorities would wish to
consider, all of which would be agreeable to the World Bank. First,
and most preferable for the World Bank, would be an operation denominated
and paid in U.S. dollars. Second, an issue denominated in SDR's in
accordance with the weightings agreed upon for the new IMF oil facility.
The settlement and repayment currency would be in dollars, although of
course the amount of dollars repayable as principal and interest would
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be based on the SDR value of the dollar on the payment dates. Third,
the Bank would be prepared to borrow the $400 million in a ratio of
90%-95% dollars to 5%-10% Bolivares. This last alternative could take
the form either of an indexed obligation settled in dollars 'Put indexed
for the payment of interest and principal to the aforesaid ratio
including Bolivares, or could take the form of a borrowing of
$360 million den'omhinated and paid in dollars and $40 million equivalent
denominated and paid in Bolivares.

Maturity

It was understood that the average life for the borrowings would
be approximately 12 years. The precise schedule of amortization would
be agreed upon after a determination were made by Venezuela whether it
wished to have equal amortization of principal or a larger "balloon"
payment at the final maturity. The Bank is very flexible on this point.

Interest Rate

It was understood that the Bank would be prepared to pay an interest
rate of 8% payable semi-annually which rate was reached after considering
current U.S. Government obligation yields (currently below 8%) and our
recent four borrowing operations from OPEC countries all of which were
at 8%.

Settlement Dates

The Bank was prepared to accept settlement in tranches if so
desired by Venezuela so as to conform with Venezuelan inflows of resources.
In principle it was understood that the funds would be available before
the end of calendar year 1974. The first hundred million dollars would be
drawn down in the relatively near future (after July 1, 1974) after the
form of the borrowing operation was agreed upon.

The Bank will make available copies of our loan agreements in Oman,
Iran, Abu Dhabi and Germany as examples of recent operations, and would
also prepare draft documents for forthcoming operations. After the
Venezuelan authorities have had a chance to review the documentation, we
would, of course, send our staff to Venezuela Lo explain and discuss any
technical points remaining.

cc and cleared with Mr. Krieger



YIELDS OF U.S. AGENCIES AND
U.S. GOVERNMENT BONDS OF 10-YEAR MATURITY FOR 1974

Agencies Governments

Janaury 7.28 6.80

February 7.32 6.93

March 7.29 6.88

April 7.98 7.10

May 8.22 7.44

June 8.28 7.41

July 8.66 7.60

August 8.88 7.70

September 9.14 7.96

October 8.64 7.69

November 8.30 7.33

December 8.00 7.16

1975

January 7.80 7.01

Source: Salomon Brothers



!NTERNAT!ONAL DEVELOPMENT !NTERNA71ONAL BANK. FOR !NTERNA !ONA' 'NNC"
ASSOCIATION RECONSTRJCTON AND DEVELOPMENT CORPORAT 0N

OFFCE IVMORANDUM
: . P. M. Cargill DATE: Je2U2

F7M: Thgene I. Potberg, Treasurel i

susJ~cT: Bundesbnk Rollover

This memorandum is ad'ressed to two questions.

(1) I'That is the marginal cost of refinancing the borrowing,
the cost of not reducing or prescnt liquidity level r
repaympnt to the EndnecbAnk?

(2) '.'fat have been the financial iplications over the long term
of our relationshs 'ith the Bundesbank?

Question 1: What is the marginal cost of carrying the liquidity?

For purposes of this calculation the yield of a 4-1/2 year
obligation denominated in U.S. rdollar nr h ol to naturity is cor-
pareOd ith the 8-1/2% cost of refinancing the Bundesbank Nots oa.
a comparable period. Wnings forgone through reduction in our
portfoli are thus measured against the actual cost of the rojjo,
he cost of a U.S. obligation with a 0-1/2 year mauri'ty'you' d
r'sent be 7-1/2% and the notion" cost of carrying the licuiAty(
404., not liquidating our portfolio to extinguish the debt, ovVherofore amount to 1y equialeo to 71 KlYan a c
Oc.. ra'XO es, approm1o)oly 0 20 000 a year. This calculAf on

howievr, does not take into accoun the fact that we do not DA:v,
erman Mark accumulated Or the r aien for reasons set forth

below and iould therefore have to convert from other currencies,
presmabl llars, and thereby asu on ec e r'k -

ven iL hedced muld be cost.'-

In quantifying the notional carrying cost of liq'ui+iy, ther
arc other fir:ncial liatis of th alternative of re rni
the dbt which are relevant. if the [ark were to Mdont a
of repaying all or part o? its M to the ' t
to Wo a substantial block of Garman Covernnent Treas y lcons%'.n tly i7,n its portAolo in oyeFr to avoid the rink MaF F
- the conversion of other currencins at the time of re

These , ,ould be recKAlld Mrm our borrover an
part of our licuidity as co.pnre to the Collars corrently rec
and hld. interest rates on the'e 515is have remained "ncha
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for the last five years at l-5/- These investments are cur-
rontly (and have consistently been) 300 basis points below the
yield on U.S. dollar investments. Holding DM 250-300 millionduring any given year against the contingency of having to repayr

he Tndesbank (as compared to holding dollar investments) would.herefore "cost" the Bank between n3.2 and `e $38 million a year,

Question 2: What have been the financial implications over the
long term of our relationships ith the lundesbank?

Our borrowings from the Eundesbank commenced in 958. Theyincreased rapidly thyoug !Pi and have been maintained at thatlevel. Currently, DM 2,401.8 (a pproximately $1.0 billion, equiva-lent) is outstanding. in the last five years we have refinancedmaturing ob, iations so that they would mature in a0proximatelI1 years. The Bundesbank has refinanced outstanhn- obligat onsirespoctive of its foreign exchange position or its ceojectcd
te~u oftrae. hyNvooffr& o accepta intaerest rates betwoernOu rate on U.S. Government obg ons and Geman Government ob-1ations of similer mai T ha b- con u to their

adan~ta ~co--mpared to their and our cost of borrowing in theGo'"' Abr~1u Wtheru, '- h-- in c-""ct provided us wth log-ii money at rates for intemediate-ter m bonds -- ' Ioerationnla> compa-ires wth the "'s Ti o Year- bond issues (for VchtAnesbnnk has also provi de most valuable standby agreemacnts adsuabs`-antfal subscriptions T avn -- , intes rate on+ al '
usanagborrow~ings wi-th thn nY Ao nkat +i feen azi se Hortlin the a ttach a. 'on' 'ith the contemporancous oo the Pa " in t ce 'U.S. Mand 2r-year market for those

E210otb erg: HCHittmair: Iev
Attachment

I/ Ine hill rate a! D ears io- bnt i 'e fn an+ concessionary becausenonresidents ar e not allouM un-rr" existing Go"'n rules to
invest in instruments maturing in ess than & years.2/ Cost to the Tn is ca b "R',ver mon' 'ihly yield'
for five and twenty.frve r .°~.' 'lu commissions ~~'2u.n9
year in question. 

~



Notional cost of
Bank borrowings
.1n U.S. marketi.

5-year 25-year
AvRre Rate on outstanding Bunesbnnk Notes maturity maturity

February 1970 6.245% 8.23 8.94

February 1971 6.911% 6.73 7.85

iebruary 1972 7.182% 6.59 7.56

February 1973 7.451% 7.48 7.85

FebruLry 1974 7.849% 8.56 9.22

February 1975 7.949%

Ost to the Bank is calculated by taking average monthly yie'.
for five and tcwnty-fivo year bonds plus commissions during
year in quostion.



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433, U.S.A.

January 10, 1975

Mr. Horace B. McLean
Coordinator of Resort Facilities

Seabrook Island Club
P.O. Box 157
Charleston, S.C. 29402

Dear Mr. McLean:

This refers to your letter of January 8,

1975 re Mr. Claude M. Isbister who has applied

for membership in Seabrook Island Club.

Mr. Isbister currently is a Canadian

citizen and acts as Executive Director in the

World Bank representing the Governments of

Canada, Bahamas, Barbados, Guyana, Ireland and

Jamaica. I have known him for several years

and he is a man of the highest integrity and

character. His representation of Governments

has been conducted with great wisdom and

expertise. Incidentally, both he and his

wife are most personable and are most charming

people. I am sure that both would be most

welcome additions to the Seabrook Island Club.

Sincerely,

Eu ene Bi. o erg
Treasurer



INTERNATIONAL BANK FOR RECONSTRuCTiON AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON. D.C. 20433, US.A.

JKauar 9, 197

r.Yoshi Suzuki
uty Chiol anaae

securitiosDeatmn
ThO industrin- 'mk of Japan, Ltd.
NarunOuabi, TOkio, Japan

Dear Mr. Suzuki:

Thank you very much for your letter of

December 20 enclooing DJ's lazcst Bond Market

Report. I appreciate your thoughtfulness in

sonding me thes report- and continue to find

them quite interesting.

Bcst regards for the New Year.

Sincerely,

E 0a 1. iOtber
Treasurer0
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCT!ON AND DEVELOPMENT | CORPORATION

OFFICE MEMORANDUM
TO: Dr. Yoon Park DATE: January 8, 1974

Mr. William Michaelcheck
FROM: aLgene H1. 1Rotberg

SUBJECT:

I have been asked to testify as an "expert witness" on capital
markets in a public interest law suit. It would be most appreciated
if you could provide me with the following information:

1) What was the prime rate by month for calendar year, by month,
for 1970 and 1971?

2) What was the long-term corporate bond (new issue - low quality),
by month, for 1970 and 1971?

3) For the same period, what were the prevailing inflation rates
(CP).

4) What generally was the tone of the capital market and the atti-
tude of banks during this two-year period toward lending to low
quality issuers, i.e., were there creditworthiness scares, etc.?

Ebtberg:jcv



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON, D.C. 20433. U.S.A.

January 7, 1975

Mr. Ze'ev Sher
Economic Minister
Embassy of Israel
850 3rd Avenue
New York, N.Y. 10022

Dear Mr. Sher:

I would like to express my appreciation to
you and your colleagues for sending me the beauti-
ful book on Israel and its people.

Please give my best regards to Moishe Meirav
when you next see him. Let me thank you again for
your kindness and please accept my best wishes to
you and your colleagues for a peaceful and satis-
fying New Year.

Kindest regards,

Eugene h. Rotberg
Treasurer



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELODMENT ASSOCIATION

WASHINGTON, D.C. 20A33, U.S.A.

January 7, 1975

Mr. Renato Guadagnini
Manager
Banca Nazionale del Lavoro
25 West 51st Street
New York, N.Y. 10019

Dear Mr. Guadagnini:

As in past years, I have once again
received from you a magnificent Art book.
The one which you sent me this year on
"Tuscany" is absolutely beautiful and I
look forward to spending many happy hours
leisurely scanning through it. I can
assure you that it will be added to my
treasured collection.

Let me again thank you for your
kindness and please accept my best wishes
to you and your colleagues for a happy,
peaceful and satisfying New Year.

Kindest regards,

Eugene H. Rotberg
Treasurer



INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert 2. McNamara DATE: January 6, 1974

FROM: Eugene I. Rotber/, Qn

SUBJECT: Standard & Poor Review of World Bank

Attached is the latest Standard & Poor writeup on the World Bank.
The thrust of the report is quite dlifferent than previous reports.
It contains information and analyses not previously mentioned in reviews
of 6ur financial policies. It reflects accurately, for bettor or worse,
the extensive discussions we havre had with them in the last month or so.

On a related matter, I would like to talk to you when you have some
time about the standing of the Bank in the eyes of potential investors
in the future and how they are likely to react over time to various
developments in the Bank. Fundamnentally, the Bankts strength lies in
its ability to generate substantial new resources at reasonable cost,

!nd the correlative strength not to use that capacity for a prolonged
time if it were financially imprudent to do so. No other institution -
even goverients -- has that dual capacity. It is that aspect --hich
the sophisticated investor looks to and our policies ill be evaluated
n the context of our being able to maintain that advantage.

Attachment

i -otberg:jcv

cc: Mr. Cargill



STANDARD & POOR'S

"Tnt FIXED INCOME INVESTOR"
NNA AL 'Il ~ i)T O 0,i,'ORA i 4N servior ilmcel London, ind mky iloA, ,itlt. In abhoion, a 2'1

interest is held inl Western Aiomean Bank, a1 tiLoo-baiseu imerebani

Com merial Paper R aled "'A-I"bank.

ationit Detroit Corporation is a bank holding colpany, whose Total interesi income for the frst nine months of 197l rose 0 W
principai asset is the common stock of Natioiai Bank of De- fron that of tie correspontding year-earliei peiod, redelin g 1a ;

oit lie lolking coopany also own-s Ntil) Mortgage Compa n y, advince in lois outstanding andhi h iinteest ratcs. 'ile cost oI

which wio use the proceeds from the sale of comimeicial paper to tunds lvanced more rapidly, paring tle gain in let interest income to

make and wichouse construic.Ition loans. Although NBD iviortgage is 13'. Alter other income and expenses and taxes, net opelailng airl-

a relatively new entity, the bank has ld consiterable experience i the ings were up I

mortgage lending area and a very in. ' >ss record' RIative to tle rest of the baiking industry, the coopany has a
At riid-year 1974, th hank was the lirgest in the st e ot Michigaii flairly strong; capital struclure. Natioln;ll etloit hIas notldeo on

ano ranked 18t nationaily in teirs of deposits. A genetal banking issets it ias raupld a pace as Imlost of the hank hohillig coplomllIes hlo

and trust business is conductcd tilough more than 100 ollices in a in receit yeals, yet eaings have increased at mi ulolt colipotld

three county area it southeastern Michigan. In addition to coi- rate of lapproiiately 9';, over the ptit decel. I lie bank ,also has lm

icieal loans, the hank does a substantial portion of its husiness in cnviable cecod of loan losses and ;k morlic tutalietu resrv n to

mortgage and consumier loans, made possible by a large base of saiv possible losses. 1hse /atllrtrs, plu o /ine mainmt t 1am an./ /,

ings deposits attracted through its extensive branch nietwork. fact tt ui tt pa/er ousalindint will be atel lakd /t /i4nA

Mortgages accounted for 28% of total average loans outstanding in lines of credi, are tamong he reamns fet hae rated the oiulmtercial

1973. International banking activities are conducted through full- paperof National /troit Corporatioi A-/.

"n view of lie World Bank's curreit otlering of notes in the U.S. the Netlicilands, Belgiutm, and Sweden) were about is titmes

i market atter several vears' aisence, we feel that a review of its oultstailg borrowin's. IT ie Iaik's reserves repiesent its acctlot

operaitions anl policies is timtely. lated proots fter giaits ito its alhite, tite intetational De

I ite I titer national Barnk for Reconust ruction and IDevelopliictit veltopmient Association. Total paid-in capital plus resClvcs of tle lnk

WhrId iantk i wtas 01anied in 1945 as afo international istlpil it mountted to approximately $4.9 billion, for a ratio of outstanding

owned ono a i sutscription basis by its members, all of which are govern- hot rowings tt total paid-in eaital all reserves of 2 to I

ments, tor tic purpose if serving as a conduit for development funds Tlie imk borrows both publicly and privately worldwidc to oototn

Iror the industrializcd countries to the lesser developed and unde- ienlidabic lunds. Its U'.. marketed issues ate given iur lol tem

loped countries. 1he Bank functions as a lender of last resot, rtiig, and, outside the U.S., its securities tmar ket it ytcids comt

om1; for specific igh priority productive projects aimed it petitive with nment tr government-guaranteed obbgitions. i he

fostei tg economic growth in its less developed member countics. Bank iaiseid 51.9 billion in tiscal 1974 (ended June 30), oft whichi iWa

I oans are made only to reiner governients or with a imeilember proximately 12% tiwas publicly offcrcd and 80% privately placed with

groverntiitl guairanite, and the Bank only iakes it loan after Central Buks and Governments. Total outstanding bortrowi t

thotroighly assessing the ecitnonic, financial, technical and mana- fiscal yearend were $9.7 billion, of which approxiiately 20%1 was held

gerial viabilty of a proposed project. To protect against misuse, loatn by Central Banks in about 70 countries.

ulnds are dispensed only as needed to ieet expenses for it project, It is thie policy of the bank to maintain a portfobo of liiiidt asss

tnsicitd o fl it a ilup sumi, and ite Bank checks the speciications of from whi to meet its couitients ot loans and to enstre

oods stipplied ita nd supervises the tender and award process ftr availability of funds at reasonable cost. This portfolio, consistitng of
contracts. Within tie Bank's scope, in addition to direct lending, are demand and tite deposits and liquid investments in thte form ot to-

lending to development finance companies which match the Bank's gations of member governments or their instrumentalties, totaled

lending criteria and the promvotion of private foreign investment by 4.4 billion at September 30, or 20%io e of total assets of 22.2 biion .

guarantees of or participations in loans. The Bank is insulated against Thie balance of assets consisted of the Bank's $16.8 billion loan port
currency luctuations by its policy of designating all loans in doilars folio (75%) and $1.1 billion other assets (5%). The liquid asset port-

and requiring that interest and principal be paid in dollar-equivalent folio equaled approximately 45%of outstanding borrowings.

amounts tif currencies at the time of payment.
The Bank has always operated at a profit, as is its pobecy. Basicailly,

he nk's capital resources include uncalled subscriptions, paidnle because of the nk's high level of interest ree s

subscriptions and reserves. A ncnher' country (they currently relative t iborrowings. Thus the average cost to the Biank o ail its

number i 25) is required to pay in 10% of its subscription, part in gold frds, inclu borrowings, paid-in capital d ret tned ean igs can i

and U.S. doilars and part it its own currency (the former may be used lie, nd is, nuintained tit a iwer level tIan its average return int cals

for lending by the bank without restrictions, the latter only with ap- band istment,

proval of te milembier). At September 30, 1974, total subscriptions
ao unoltedi to 5l M>i billion and thie pai6d-in portion equljled 1; 1 b ilhon i hec pumaliry strengths of thle Bank, then, are lihe sl tucure of its

11' r-IA M 111n,9 of osubelptionm r Is :dkleonly lor Ohw pmllpo.. of I ub .1lon hax illhitbolg the chively lar1)e pm 1 pv 'e by owi
mcetifmv th,, Bank's obhlgations createdA by hor rowings, or jos ltran i o ad Ow li p pol lion of 'oub o unlllo, Will h mo-, 1, ill

ioans. At Secptemiber 30, uncalled subscriptions oft I27.7 biihon were calledi exicept to mneet the Banok's obhgationls, its nuilclul m1 ,e bool and

2.9 timies outstanding borrowings. Tie uncalled subscription of the supervision ol projects for which it lends, its protectiton tromt c ci y ii

(US., which subscrilues to 23% of the Bank's capital, was 57.0 billion, fluctuations, its ieady access to capital imai kits worldwidemid its lhit

or rougily 72% of the Bank's total outstanding borrowings, and thte toly (aod policy) of operlatintg at it profit, laigely bCeaise tite ilitelIst

icalled subscriptons of the countries previously comprising the free component of its funds enables it to keep its total cost of filils at

Proup of Ten (U.S., U.K., Germany, France, Japan, Canada, Italy, a lower level than its income frot loans and invesutents.
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NTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT ASSOCIATION

WASHINGTON. D.C. 20433. U.SA.

January 6, 1975

Dr. E. B. Shils

Chairman
Department of Management
The Wharton School

University of Pennsylvania

Philadelphia, Pa. 19174

Dear Ed:

Thank you for your letter of December 23.

I look forward to the seminar and the dinner

on Thursday, February 20. I would suggest as

a topic for the students "Recent Developments

in International Finance" or "Developing

Countries: The Current Financial Environment."

(It doesn't matter which title you use - my

remarks will cover the same subject). I would

suggest, for the businessmen, either of those

two titles or "The Petro-dollar: Problems,

Facts and Fantasy".

It will be most kind if you invite my

parents to the seminar and dinner. I am sure

that they would be most appreciative. I look

forward to seeing you soon.

Best regards,

Gene Rotberg



INTERNATIONAL DEVLLOPMENT INTERNAIIONAL nANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT 1 CORPORATION

OFFICE MEMORANDUM
TO: Mr. Robert S. McNamara DATE: January 3, 1975Mr. I.P.M. Cargill

FROM: Eugene H. Rotber {p/

SUBJECT: Statement of Portfolio Yields: November 30, 1974

Attached is the statement of portfolio yields for the period ending
November 30. As I indicated in the last report, the book yields will
decline as we renew short-term investments at lower yields. We have
attempted to offset this somewhat by recalling Yen, Deutsche mark and
French francs from our borrowers and investing these currencies in Japan,
Germany and France in three to five-year bonds at between 9-1/2% and
10-1/2%. This will increase the amount of our holdings in these curren-
cies; we will disburse dollars. Our investment opportunities, however,
are limited since the markets in these countries are quite thin and it is
difficult to make substantial investments.

The yields on five-year Agencies in the U.S. have declined from a
high of 9.80% to 7.50% in three months. Since we made substantial Pur-
chases of high-yielding U.S. agencies, the value of our portfolio has
improved by over $100 million in the last several months. The rate of
return for the last five months is about 14%. We are reluctant to make
any further commitments of intermediate-term bonds at yields of 7-1/2%;
such purchases involve a substantial risk as compared to the projected
rate of return on shorter-term investments.

We believe that we should stay relatively short now -- in six-month
to one-year Certificates of Deposits or one-year U.S. Treasury Bills. If
the short-term market continues to improve, the total rate of return over
time for these instruments should be as good as a five-year bond. We
believe that the shorter rates will decline more (in rate of return terms)
than the longer-term obligations. The latter are more subject to continuing
inflationary pressures. We prefer, therefore, to "go out" of the market and
reduce risk by maintaining a relatively "short" portfolio in the U.S.

The choice of which short-term instruments to purchase poses some
difficulties. The interest rate on Certificates of Deposit is 200 basis
points higher than U.S. Government obligations with similar maturity.
However, we are at a self-imposed ceiling with respect to the best banks
(1% of their total deposits) and we are reluctant to place substantial sums
in second-tier banks, i.e., out of the top 10. Further, with respect to all
banks, there is a credit risk. It is difficult for us to evaluate the
financial strength of the banks in which we place deposits. We currently
are considering spending up to perhaps $10,000 a year for an advisory
service which provides continual reports on the financial condition of U.S.
banks. This, of course, is not an answer. There is little doubt that the
interest rate differential between three-month commercial bank deposits and
three-month Treasury Bills is, to some extent, a creditworthiness evaluation.



Mr. Robert S. McNamara - 2 - January 3, 1975
Mr. I.P.M. Cargill

A substantial portion of the resources from our recent borrowings
were invested prior to the receipt of funds at yields ranging from 9.20%
for five months to 8.25% for one year. As noted above, our investment
policy will reduce the average life of our portfolio as the proceeds
From our U.S. and Saudi Arabian operations temporarily are being
invested in short-term markets.

As a by-product of recent financ'al decisions (primarily the liaui-
dation of 3-5 year investments), we have taken increasing capital gains
into FY75 income. I would very much le to talk to both of you about
this aspect of our portfolio cash management. As you know, we do not
manage our portfolios to affect current income. However, when we
decide to sell a particular security' because of its anticipated future
performance in the market -- he-e often is a choice whether to sell an
instrument which has a book gain or a book loss. It is quite irrelevant
which security we choose to sell. The decision to sell is made on the
current and projected market yield not the historical book yield.
We nrolent FY75 investment inco V -Pper le Renort and in the
VY75-79 Financial Policy Paper o& Y373 million; this understated projecte
ncome at the time by about $6-8 m lion. It was understated not only n

the interest of making a "conservative" projection -- but also beca se V
provided for the contingency that over the next seven months we won.I
take, from time to time, capital losses as part of the ordinary maulNge-
of our portfolio. However, since the preparation of the December L
we have taken about $12 million in capital gains. Therefore, our FY75
income may be understated by as much as $20 million. The investment %uere
and therefore the net income, could be greater or less depending on whic
securities we choose to sell in the next several months in the process c
shortening the life of our portfolio.

Attachment

EHRotberg:jcv:emk
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ASSOCIATION CORPORATION

Mr. Tims

Wouter:

Thank you for the draft letter.
I would suggest, since the matter
relates to a subject within your
expertise, that you or one of your
colleagues sign the letter.

Unfortunately, my remarks were
made at an informal symposium without
any prepared text. There was only a
brief reference to the $9.60 price,
which I attributed to Hollis Chenery's
forthcoming article. As I indicated,
the concern of the oil companies is the
use which is being made of our published
data by various national authorities.
I think your letter will help clarify
that situation.

Gene Rot(erg

December 24, 1974
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C' A, ON RECONS, RUCT O' A D V.LO MNT C

ZR T0IHR MORI NAGA 'DAIE ECMER1,

AN OF JAIA CLASS O TELEX
TOLYO SERVICE:

JC U 7 (JAP2AN)

TI I PLEASURE TATIAVELEA DOF YOUR APPOI AS

GO) VENO1 R 017 TE LANK OF? "APAN. I LOK 'ORWARD TO RNEING YOUR

ACQAIA NCE AND CONGRATLATE YOU 0N YOU ASCVNDENCY T0 TIIS MOST

IMPORTANT POST. PLEASE ALSO EXPRESS ON 3EHALF OF MY COLLAGUJLS

ANDJ ASSOCIATENS MYI WARMEAST CONGRATULATIONS TO MR. MAEAA I

LOOK FORWARD TO MEETING WITE YOU SOoN. KINDEST REARDS.

EUGENE 1. ROTEERG
TREASURERR
INTBAFRAD

R PCLEARANCLS AND COPY DS T.B3UloN:

I; ,uGENE~j H. ROTBELRG

TlU;ASUKR' R
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