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Mr. Holmes
Room 112k

Fromt "le Sgipn
Brussels

WORLD BANK ACTIVITY SEEN FROM LONDON

%@‘. 12, Mr, k, President of the I.B.R.D., has
just made a tour o pection in England. visited the British Ministers

and big bankers who are among the principal stockholders of the International
Bank.

(Then follows a history of the Bank.)

Most observers wopld say that the World Bank, the third leg of the tripod
of international economiec cooperation (the other two being I.M.F. and G.A.T.T.)
has been the most active and efficient of the three. Mentioning the fears that
the Bank at ite inception would be too political in character, the article continuest

"It may be said that as fer es the World Bank is c&cemed, these fears
have been satisfactorily dissipated. Mr. Bugene Black, the aident of the Bank,
may be an American but he cousiders himself the head of an international team. U
to now, he has been sble to keep the politiciamns perfectly in their place., Mr,
makes no pretentious claims as to the essential character of his Bank. %He believes
it is filling a void which under present circumstances of political and finaneial
stability in the world can only be filled by a semi-official organization of this
nature."

(Follows an account of the financial structure of the Bank.)

n"These loans on the whole represented the type of operation which was not
of interest gt that time to private investors. That is why the heads of the Bank
consider it as an institution which in more fortunate and more normal times would
have nothing to do, because the task it is prepared to perform would in that case
be voluntarily carried out by private enterprise. A4s Mr. Black said during his
vigit to London « 'The best way for the Bank to prove the success of its work would
be %o retire', "

(Follows mention of the purposes for which loans have been granted.)

“A very remarkable thing in the annals of the Bank is that it has not
suffered a single loss so far. No payment of interest on the loans granted is
in arrears. The only deviation from the program is that in one or two cases,
repaymentes have been made ahead of time and loans have been cancelled before the
expected maturity date. Some people might perhaps say there is no reason to congrat-
ulate ones self on this, = that it is rather a condemnation of the Eank for excessive
gaution.

Lord Keynes sald that the World Bank was to be directed by a "band of
adventurers". He meant by that thet the INF, dealing in short term banking loans,
would have to be conservative to a degree but that if the Bank were to fulfil its
role of making the desert flower and bringing new industries to the poorest countries
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of the world, certain risks would have to be taken.

se risks were taken, but with a Wall Street commercial banker at the
mmck.ﬂm“mmsm). mmwmmum
with the caution of the merchant and has been wholly successful up to now. This
prudent policy has had many advantages. The most immediate was that the Bank has
maintained its credit on the world markets and has been in '
loans in New York, Canada and Great Britain on terme '
be obtained on these markets. Still more important is the fact that the greatest
contribution to world progress will be made thanks to a prudent loan
to the assistance proffered to the creation of industries which will withstand
test of time. If the Bank had proved to be heedlessly adventurous, it would
certainly have been able to do more business but it would have eved the cause
for which it was founded far fewer services thamn it has.™
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Mr. Holmes

Room 112);

From: "L'ANTENNE", Marseille
May 22, 195k

CONVERTIBILITY BECOMES MORE ACUTE AS BLACK ARRIVES IN LONDON

With Mr. Black's arrival in London, the problem of European convertibility
has entered intc an active phase.

It is believed in the City that Black's visit to London and other West
Buropean capitals is for the purpose of preparing for the annual meeting of Bank
and Fund to be held in September in Washington. This meeting promises to be
decisive as to the date and conditions of convertibility. Mr. Butler, who had
in the past somewhat boycotted the Bretton Woods institutions, is to attend this
year's meeting.

The I.B.R.D., unlike the I.M.F., is not called upon to play a leading
role in convertibility, but it is vitally interested. Mr. Black will try to find
out what type of convertibility Great Britain has in mind. DUoes she intend to
limit ‘exchange freedom to current transactions only or extend it to capital transfers?

In the first case, Mr. Plack will be deeply disappointed, because it would
mean that the Bank's Sterling loan operations will continue to be restricted. It
is known that last year, Great Britain authorized the bank to use B60 million for
operations in the Commonwealth., In other words, these pounds will remain inconvert-
ible. So far, only a fraction of this sum has been used by the Bank.

X Another question of interest to Mr. Slack is the future of Sterling parity.
4 Recently, rumours were circulating in London and abroad that Great Britain intended

* to revalue the pound in relation to the dollar by establishing wider margins within
which it could fluctuate on the open market. Mr. Butler “denied this before the
House of Commons. On the other hand, the Uity is well aware that the British plan
with regard to Sterling convertibility involves the elimination of the official
exchange rate, at least temporarily, until it can find its own level according to
the laws of supply and demand.

Germany, which has recently agreed to proceed hand in hand with Great
Britain in matters of convertibility, seems opposed to a flexible exchange rate.
Likewise, the United States is believed to be favorable to maintaining fixed
parities. The World Bank, on the other hand, would like to see the pound freed
over a period of transition; this idea is favored by Mr. Erhard, German Minister
of Economic Affairs. All these questions will be thoroughly discussed between
now and September.

In addition to Germany, Switzerland, Belgium, Holland and Denmark are
almost certain to go along with the British.

France and ltaly present a question mark. Italy's foreign finances have
greatly deteriorated during the last few months, especially within the Eyropean
clearing system. france is also a debtor of E.P.U., but thanks to American aid,
her dollar position is very solid and it is believed in London that there is a
widely held opinion in france that the maintenance of exchange controls in no way
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prevents the flight of capital while the abolition thereof is likely to favor
capital repatriation.

However, the margin between {rench and foreign prices would be an
obstacle which, according to the Financial Times, could only be overcome if
the parity of the franc is changed before the franc becomes convertible.



Mr. Holmes
Bgm mh

From: "LYANTENNE", Marseille
May 22, 195
CONVERTIBILITY BECOMES MORE ACUTE AS BLACK ARRIVES IN LONDON

With Mr. Black's arrival in London, the problem of Buropean convertibility
has entered into an active phase.

It is believed in the City that Black's visit to London and other West
European capitals is for the purpose of preparing for the annual meeting of Bank
and Fund to be held in September in Washington. This meeting promises to be
decisive as to the date and conditions of convertibility. M. Batler, who had
in the past somewhat boycotted the Bretton Woods institutions, is to attend this
year's meeting.

The I.B.i.D.y unlike the I.M,F., is not called upon to play a le
role in convertibility, but it is vitally interested. Mr. Elack will try to find
out what type of convertibility Great Britain has in mind. Does she intend to
limit exchange freedom to current transaetions only or extend it to capital transfers?

In the first case, Mr. Dlack will be deeply disappointed, because it would
mean that the Bank's Sterling loan operations will continue to be restricted. It
is known that last year, Great Britain authorized the bank to use &0 million for
operations in the Commonwealth. In other words, these pounds will remain inconvert-
ible. So far, only a fraction of this sum has been used by the Bank.

Another question of interest to Mr. Black is the future of Sterling parity.
Recently, rumours were circulating in London and abroed that Great Britain intended
to revelue the pound in relation to the dollar by establishing wider margins within
which it could fluctuate on the oven market. Mr. butler denied this before the
House of Commons. On the other hand, the City is well aware that the British plan
with regard to Sterling convertibility involves the elimination of the official
exchange rate, at least temporarily, until it cen find its own level according to
the laws of supply and demand.

Germany, which has recently agrwed to proceed hand in hand with Great
Britain in matters of convertibility, seems opposed to a flexible exchange rate.
likewise, the United States is believed to be favorable to maintaining f£ixed
parities. The World Bank, on the other hand, would like to see the pound freed
over a peried of transition; this idea is favored by Mr, Erhard, German Minister
of Economie Affairs. All these questions will be thoroughly discussed between
now and September.

In addition to Germany, Switserland, belgium, Holland and Denmark are
almost certain to go along with the British. :

France and Italy present a question mark. Italy's foreign finances have
greatly deteriorated during the last few months, especially within the European
clearing system. France is also a debtor of E.P.U., but thanks to American aid,
her dollar position is very solid and it is believed in London that there is a
widely held opinion in France that the maintenance of exchange controls in no way
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prevents the flight of capital while the abolition thereof is likely to favor
capital repatriation.

However, the margin between French and foreign prices would be an
obstacle which, according to the Financial Times, could only be overcome if
the parity of the frane is changed before the franc becomes convertible.






From: W“Aapgauer Volksblatt'| Baden
May 25, 195L

WORLD BANK DISCUSSIONS IN ST. GALLEN l//

Mr. Holmes
Room 112

This item deals with Mr. Ivar Rooth's lecture in St. Gallen, in which
in this connection, the editor adds a comment of his
own concerning Umbricht who "is at present employed in a responsible position"

he also spoke on the Bank.

by the Bank.

From "L'INFORMATION®, Paris
May 21, 1954

MR. BIACK'S TRIP TO LONDON /

While in London, Mr. Black declared that the World Bank would have been

pleased to see further sterling releases of Ureat Britain's 18%, because the Bank
‘has no available sterling for loans cutside the sterling zone.

dowever, it does

4" not seem as if Great Britain had the intention of modifying its policy.
T

Mp, Black also remarked that the Bank was obligated under its Statutes
to charge 1% per annum on all its loans to strengthen its reserves, which makes

the charge higher than on loans contracted in the sterling zone.

However, since

this surcharge had been introduced for a period of ten years, it will not apply

two or three years hence.
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