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Foreign Bond Issues in European Markets

1. Introduction

The reconstruction in New York of an international market
to handle bond issues launched by governments, public bodies and
forcign firms, which seemed to be proceeding vigorously, suddenly
encountered some months ago an obstacle that has raised the
question of whether this market could survive. After the presenta-
tion of the project to introduce an “interest equalization tax * in

~ the United States, the argument has been heard on both sides of

the Atlantic that responsibility for continuing the work started in
New York should be shouldered by Europe. What is meant by
this is extremely vague, since at present it is impossible to speak
of a “Europcan capital market”, nor on the other hand has any
indication been given of the ways in which such a market might
be developed.

The present study shows — I hope convincingly — that only
by a reorganization of the markets, a revision of certain directives
now being followed in monetary and financial policy, and the in-
troduction of new formulas for bond issues will Europe be able
to fulfil, in the interest both of itself and of third countries, the
function of an international financial centre.

I must point out, on the other hand, that the conclusions reached
in this study are not in accord with the ideas of those who consider
that the development of a European capital market requires the
convergence of international demand for and supply of capital
towards one of the existing markets, while the others would retain
purely domestic functions. I believe, on the contrary, that study
of the variety of structures and policies that can be seen in the
various Huropean markets should lead to the conclusion that the
development of international issues must be based on the establish-
ment of the closest possible links between existing national markets
and on the expansion of capital Aows between those markets, and
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not necessatily on a gradual decline in relative importance of the
majority of them to the benefit of a dominant centre.

This article will in the first place therefore touch on some
structural problems of the European Economic Community coun-
tries’ capital markets, with particular reference to the functions of
institutional investors. Subsequently an examination will be made
of the conditions necessary for establishing closer links between the
European markets, so as to enable issues to be placed on a broader
basis than that offcred by the individual markets. Finally, techni-
ques recently developed for issuing international loans will be
examined, several problems arising from the use of those techniques
will be outlined, and means suitable for furthering the evolution
now in progress will be indicated.

2. The size of the European markets

The debate on the future of the European markets flared up as
a result of the speech that Mr. Dillon, the U.S. Secretary of the
Treasury, made at the meeting in Rome of the American Bankers’
Association in May 1962, In emphasizing how legal and institutional
restrictions and an insufficient development of machinery for placing
new issues prevented Europe’s saving potential from being efficiently
used, Mr. Dillon argued in his speech that all this placed an
excessive burden on the New York market. This, in fact, was
compeiled to absorb a volume of issues which could better have
been divided out, in the interest of a better balance between the
United States and Europe, provided that our continent’s capital
imarkets had been able to fulfil their functions in a less restrictive
climate than the one then prevailing. _

Certain  “ paradoxical 7 features of European issucs on the
New York market have been analysed by various. writers (1):
if one can speak of a paradox, it is certainly not however from the
point of view of the advantage that individual issuers and investors
find in operating on the New York market, but rather in connec-
tion with the policies followed by Enropean governments, which in

(1) Cf. P, B. Kensw, * Towards an Adlantic Capital Market ®, Lioyds Bank Reviesw,
July 1963; R. F. Gemman, * New Foreign Bond ssues in the U.S. ", F.R. Bulletin, May 1963;
N. SamueLs, “ The Investment Banking Background of Issuing and Marketing Foreign Secu-
citics in the United States *, Address delivercd at a conference on Legal Problems of Interna-
tional Financing at the Yale Law Scheol, March 1-3, 1962,
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practice contributed to forcing the issuers of certain markets to
have recourse to the New York market’s mediation in order to
mobilize capital that was not of American but of European origin.
I do not wish however to reopen a discussion which has already
made clear the bases on which relations between the New York
market and Europe, as regards new issues, werc being established.
The question that interests us here is to ascertain to what extent
and on what terms success can be achieved — particularly within
the framework of the European Economic Community -— in provid-
ing firms and bodies of member countries and third countries with
issue-placing opportunities such as would meet urgent needs for
capital and not cause too many regrets at the disappearance of the
facilities New York used to offer.

The first fact to examine is the “underdevelopment” of the
European markets. Any comparison in quantitative terms of
the size of the markets for new issues in the six Community
countries, the United States and Great Britain encounters very
serious conceptual and statistical difficulties (see Table 1). Never-
theless, it becomes clear — even when use is made of data so
debatable as the global volume of new issues in the various coun-
tries, which take no account, for example, of the adjustments that
should be made in order to distinguish recourse to actual savings
from the placing of issues with monetary bodies — that while the
Six’s capital markets as a whole reach a size still below, it is true,
that of the United States’ market, they will be able to approach it
if their recent development rate suffers no substantial check.

Again, if a comparison is made of the ratio- of net issues on
the capital markets to formation of saving respectively in the Com-
munity countries, Great Britain and the United States, no impres-
sion is received on the whole that issue activity in the two latter
great markets has reached such a point of greater development as
to mobilize saving to an extent proportionally exceeding what
happcn§; in continental Furope (sce Table II). If more significant
conclusions are to be drawn, statistical series longer than those cur-
rently a‘.;ailablc are necessary, and primarily series adjusted by the
highly important variations introduced under the issue policies
adopted by the governments in the different countries (2).

Con (2) After the pr::sent.study had been completed, the U.S. Treasury Department sent to
gress a document entitled ® A Description and Analysis of certain European Capital
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It must further be stated that immediately the data concerning
cach of the Community member countries are exarnined, it is realised
that the considerations just advanced on the size of the “ European
market? can at most serve as indications of future developments.
In fact, if the total of new issues has increased between 1958 and
1962 at an average annual rate of 8.4 per cent, evolution within each
individual country has differed greatly and in some cases has been
downright conflicting. The vigorous development of markets in
Italy and Germany has not been matched in France, the Nether-
lands and Belgium where the trend has been rather uncertain.
Actually, each market scems to be governed by factors quite of its
own; their sometimes crratic behaviour, even in face of a steady
development of savings, is explained by the very fact that they are
relatively modest-size markets, but I also believe that this behaviour
shows that it is a case of markets that have not yet reached a stable
adjustment - and the fragile structures of which feel particularly
severely the effects of the repercussions of monetary, financial and
fiscal policy measures. '

3. Imperfection of the markets and cost of capital

If a competitive market in the classical sehse is taken as the
basis of comparison, that is, a market in which the “ atomistic”
structure both of demand and of supply enables an equilibrium to
be found with the minimum changes in the volume of transactions
and interest rates, then it is easy to gather how “imperfect * are
the new issue markets in the Community countries and what there-
fore are the reasons for their irregular behaviour.

1 cannot within the space of this study pretend to examine in
detail the structural problems of these markets: 1 would like only
to focus attention on three particular problems which illustrate how
none of the Community markets can truly describe itself as an
“integrated " market, even on the purely domestic plane.

Markets », which contains net only a detailed analysis of some of the principal European
capital markets (the Netherlands excepted) but also some. general comments' and several com-
parisons with the American fmarket, “The comparisons instituted within this context are based
on oriteria differing from those adopted here, a0d they therefore give different results.
1 consider however that the type of comparison presented above is probably of greater signi-
ficance in connection with the analysis of the problem that interests us here.
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The first point with which I should like to deal concerns the
particular role played by public sector issuers in each of these
markets, whether they be the government itself, local bodies or
financial institutions controlled by public powers. Table III illustrates
this phenomenon, especially if attention is comcentrated on new
bond issues, in a way clearly evident for some countries and only
indirectly shown in the casc of others. For example, a characteristic
phenomenon — the most evident case is the change in the French
market’s structure from 1958 to 1959, which was maintained in
subsequent years — is that when public sector issues diminish, the
global volume of fixed-interest security issues also contracts. This
may result from various causes: it may be that public sector
securities and private sector securitics are but little interchangeable,
in which case it must be asked whether that phenomenon is caused
by the preferential status given to the former; it may also be that
the private sector issues are subject to actual rationing; it may be,
finally, that the public powers can vary within wide limits the size
of the market so as to adapt it to their own needs, by requiring,-
in practice, that given investors should buy their issues, or even by
placing these with money-creating institutions, in which case the
recourse to savings is only apparent. In fact, it can be stated that
these three kinds of causes, together with others, all concur: at all
events, the government, either to provide for its own financial needs
ot to canalize resources gathered on the market through government.
controlled institutes towards uses which are regarded as of prime
importance, exercizes a predominant influence on the capital
market (3). Recourse to the capital market takes. place in large
measure therefore under the contral of the authorities and within
the limits determined by political choices and not by market factors.
~ The second point that deserves emphasis is the activity of
institutional investors on the capital market. As far as new bond
issues are concerned, it is known that features such as breadth
stability and low cost of placing issues which are typical of thé
more developed markets are directly rclated to the impdrtaﬁcc of
the role played by bodies that collect savings and canalize them
into s_ecu{ity investments. Any analysis of the degree of “institu-
?ona.hzatwn " of savings in the European countries encounters
ormidable difficulties, from both the conceptual and statistical

(3} For a deeper analysis, see the Report of the Bank of Italy for 1961, pp. Go-70.
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points of view and, for that matter, is outside the scope of this
study, Nevertheless, an indication can be provided, in general tertos
(sec Table 1V), that funds gathered by the insurance and social
security institutions on the one hand and by the savings banks on
the other hand, taken as percentages of the total savings of private
investors and companies, are of greater importance in Germany
and the Netberlands than in France and Italy. On the other hand,
in all these countries with the excepdion of the Netherlands, the
savings banks collect a mass of funds considerably larger than
that which flows to the insurance and social security institutions,
which normally are more qualified to take an active interest in
security investments. But these institutions, for that matter, put only
a relatively modest part of their technical reserves into bond invest-
ments, except in France; here, however, the regulations with which’

they have to comply compel them to allocate at least 50 per cent of -

such funds to purchasing public securities and comparable issues.
Here there is an evident contrast with Great Britain, where the
insurance companies enjoy 2 frecdom to invest their reserves such
as is practically unknown in the other Buropean countries (with the
exception, perhaps, of the Netherlands). This helps to explain to
some extent the underdevelopment of life insurance in the other
Community countrics as compared with the Netherlands  (see
Table V), a phenomenon that naturally has other deeper causes,
linked with the organization of social security as a whole. The
stuation is reflected in the data — unfortunately far from satis-
factory — which show the contribution made by institutional
investors and, in particular, insurance companies, to the placing of
new issues. From these data -— which are restricted to Germany,
Italy, Belgium and the Netherlands — it appears that only in the
market of the last mentioned country do the insurance and social
security institutions provide 2 really substantial outlet for new issues.
A feature of the German, Italian and Belgian markets over a good
part of the years considered is, instead, the importance as buyers of

private: investors and firms on the one hand and of the banking

sector propet on the other hand (see Table VI).
On this point it is difficult to draw from the scanty data
available any sufficiently sound conclusions: what seems to be clear,

however, is that on the whole the markets of the Furope of the Six,

excluding perhaps the Netherlands, lack the stability which the
London and New York markets posscss as a result of the regular
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cpntributions made by important flows of savings through institu-
tional investors. This can partly be linked with a certain preftrcﬂcé
for liquid asscts displayed by the public in some European coun-
tries, but also with the very limited appeal of institutional saving
As rcgards the latter, it is clear that the problem does not origina%r;
qnly in the fear of monetary risk but also in the fact that regula-
tions governing investments by insurance and social security in-
stitutions are still marked by highly restrictive criteria originally
connect‘ed with the protection of savings but often sur\,ziving as a
convenient means of canalizing savings towards the public purse:
in these circumstances those institutions obviously find it very dif-
ficult to offer savers attractive forms of insurance,

A third factor that contributes to the lack of internal homo-
geneity of a large part of the European markets is the fiscal one.
The two types of taxation applied to new bond issues (that is, the
direct tax on interest distributed to bondholders, which in ;omc
countries is borne directly by the issuers, and the indirect tax in
the form of stamp duties) are often marked by criteria and collection
methods which seriously harm the functioning of markets. In the
first place digcrimimtory treatment is sometimes encountered. as ”
between public issuers, who bear few or no charges, and private
issuers for Whom, instead, the fiscal factor means a: considerable
increasc of issue COsts. On the other hand, concentration of taxation
on particular forms of recourse to the market stimulates borrowers
to seck other forms of raising capital — on the domestic market or
even abroad — to the detriment of the bond markei.. The effects of
thfa tax on bond issues in west Germany provide a typical example of ‘
{:his phenomenon. In other countries again, firms find it in their
interest to obtain funds from government-controlled banking institu-
tions rather than have direct recourse to the market, just because
of the fiscal advantages enjoyed by those institutions.

Comparisons that can be made between the cost of money
obta.med_ through long-term bond issues in the case respectively of
the pl_lbllc sector and of private industries, and comparisons between
the yield from bonds to the buyer and the cost for the issuer
reflect some cffects of the aforementioned imperfections of thé
zfslggléfstsofo:ﬂy dz‘lpp%‘ox_ima.tcly. If, in ?act, they highlight certain
P difﬁcuif'lx 1si:r_1r1n1nat10n., they can, {nstead, show only indirectly
of th . es. which th}: pr'wat.e sc.-ctor 1.ssucs can encounter because

¢ regulations affecting institutional investors. The commissions

4
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received by the issuing consortia in Furope, which are generally
far higher than in the United States and Great Britain, reflect, at
least in part, the greater cost of placing which results from the
factor just mentioned and can be regarded on the whole as an
indication of the markets’ shortcomings (4).

4. Conditions of a " European market " to handle foreign lssues

The differences in costs of and yiclds from bond issues which
are to be scen when comparisons arc made on the international
plane illustrate the effects of the markets’ isolation from one another,
in addition to the lack of internal homogeneity in cach of them.
I have had the opportunity of indicating elsewhere (5) bow in
addition to the more obvious causes of isolation, i.e., exchange
controls and the uncertainty arising from the risk of changes in
monetary parities, 2 host of other factors — partly legislative,
partly institutional and partly psychological — seem to show that
the formation of an integrated international market for new
issues is still a long way off. Until the “ imperfections ” of the
individual national markets are mitigated, it can hardly be expected
that markets where relatively liberal regulations are in force will
do nothing to defend themselves against the repercussions of mea-
sures that can be introduced in markets marked by a rigid rationing
' of issues and a canalization of savings in accordance with directives
decided by the public powers. As a first step, it is necessary to
re-establish a more competitive situation in certain markets by
means of internal reforms, These reforms should include greater
efficiency of internal machinery but at the same time must take
account of the longer-term objective of integration on the interna-
tional plane. '

(4) See in this connection the * Lerain Committee ” report {Rapport présenté au Ministre
des Finances et des Affaires deonomiques par Ie comité charge d'étudier le financement des
investissements), p. 49, Attempts to comyparc the various cost elements of issues, the diffe-
rences between yield for the buyer and cost for the issuer and the differences in cost respec-
tively as between public and private issuers on the one hand and between pational and foreign
jsstiers on the other hand, have been cartied out by Brdxsn in Kapifalsins und Emission-
skosten in Wesiewropa und Nordamerika, Dank-Betrieb, No. 3, 1963; by KxNEn, op. cit.,
. 207 by GemMILE, Op. ¢ir.,, p. 593; and in the Bulletin of the Bank of England, vol. 1L,
No. 2, June 1963, International Investment: the Role of Securities Markets, T ables 1 and 1L

(5) Financial Markets in the E.E.C.: Prospects for Insegration, Moorgate and Wall Street,
Deceraber 1963,

~
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Recognition that the present realities of national markets can
be modified only gradually certainly does not mean that today no
effort should be made to find formulas that would enable certain
communications to be established between them and lay the founda-
tions for an international market (6). If these plans ate to be
realised, there must be, in the first place, a common conception of
what is meant by an © international market ” for new issues. In this
connection it can be stated that two main propositions can be put
forward on a theoretical level. It has been maintained by arguments
that are certainly well founded (7) that an international market
can be set up only in a given centre, which at the same time
should supply domestic capital and act as a kind of “entrepdt”
for capital of third countries, along the lines of -the classical model
of the London market up to the time of the First World War and
of the New York market in more recent times. The advantages of
this solution would of course be the economies resulting from the
better organization, that is, from the special skills acquired by the
financial intermediaries and from the development therefore of
efficient machinery for placing bond issucs.

_ The need for a similar centralization of transactions in one
single market can however be questioned by pointing to the develop-
ment of new-issue placing operations simultaneously on various
markets, thanks to the formation of international banking syndi-
cates. As to the possibility that an “entrepdt ” traffic, similar to
that to be seen in money markets that are also reserve centres, might
develop in a given market for new issues, a similar parallelism does
not seem wholly convincing. In fact, in the case of capital coming
from third countries, the propensity towards long-term investment
through a particular and “ dominant” market is often explained
by t}le attraction that the currency of the country in question has
for investors as well as by the breadth of the market and by tax

- considerations; these are elements other than those that are relevant

to the money markets. As to what perhaps constitutes the main
attraction of the centralization of transactions on a market, that is,

imemzfi)og;ge functions thatl a similarly integrated market should fulfil in the equilibrium of
"y Axlm;Pachems are mdwat@d hy.]. C. Tveram in 4 proposal for Financial Integration
vcse of th ic Community, published in the study of the Joint Economic Committee, Con-

o. Cc United Sta’rtes, Faciors Affecting the United States Balance of Payments.
Finan 5321 éP. RunLzsimerr, Huropean Economic Integration and the Development of a Single
Center for Long-term Capital, Weltwirtschaftliches Archiv, Band go, 1963, Heft 2.




52 Banca Nazionale del Lavore

the easy negotiability of securities and the consequent stability of
prices, it will be pointed out later that this characteristic can be
securcd also by other methods, that is, by issuing securities that are
equally acceptable to the investors of various markets.

In any case, it must be stated that no conflict of principle exists
between these two different ways of conceiving the machinery for
integrating capital markets; there is rather a different evaluation
of concrete possibilitieé. In fact, even those who favour centraliza-
tion of the new issues on a particular market recognize that the
necessary condition is that cuch a market should be able to provide
4 considerable basis of domestic savings capable of absorbing
those issues, in combination, of course, as far as possible, with
capital coming from third countries (8). Now, facts indicate that
these conditions do not exist today either in London, where the
reiatively limited amount of “ exportable savings” available has led
to a very restrictive system as regards new foreign issues, or on the
7urich and Amsterdam markets, whose capacity to provide domestic
savings is restricted by the size of the respective countrics, of, finally,
on the New York market which, while possessing all the necessary
features on the financial and technical plane, today finds it difhi-
cult in practice to accept new foreign issues because of the introduc-
tion of the interest equalization tax. As regards the other markets
of continental Europe, and in patticular Paris, Frankfurt and Milan,
reference has already been made to the fact that they arc not in a
position to perform satisfactorily the tasks that are theirs on the
domestic planc: reforms so sweeping would therefore be necessary
before they could usefully operate as international centres that any
such possibility seems to be highly remote.

If 2 realistic study is to be conducted of the problem of rebuild-
ing an international market for new bond issues, it would scem
necessary to start by considering the following facts:

(a) the policies followed by the authorities in the individual
national markets will continue to be essentially dominated by
factors of a domestic character;

(b) none of those markets, for structural reasons or for
contingent reasons that cannot be quickly eliminated, will be in
a position to take over the role of financial centre of the western
world;

(8) C. P, KINDLEBERGTR, 0P, cit., p. 205

Forzign Bond Issues in European Matkets 53

(c) the cventuality that changes in parity may occur between
the various currencies will continue to influence the choices made
by p;ijzatc investors and financial intermediaries, who will regard
securities denominated in a currency other than their own sometimes
as an inflation-hedge and at other times as too risky investments,
taking into account the nature of their obligations towards depositors
or policy-holders, ,

If these are the limits within which an international market
can be organized, what are the characteristics it must possess in,
order to fulfil a truly positive function, that is, to contribute to
a better distribution of capital flows and to a reduction for issuers
of the cost of money? These characteristics can briefly be listed
as breadth, stability, compatibility with the needs -of initernationial
equilibrium. s

This means firstly, that one must be able to place issues of
sizes at least comparable to those placed in New York in recent
years, that is, between 15 and 40 million dollars, Generally speak-
ing, this will be possible only on condition that the monetary unit
i which the securities are denominated renders them attractive to
a sufficiently large mass of investors and particularly that they can
be purchased by institutional investors.

. S(?condly, the sccurities, once placed, must enjoy a stable market.
Thls. is a condition that largely coincides with the foregoing one,
but it requires in addition that the securities can be traded on the
stock exchange or at least have an active market “ over the counter
and above all that the market shall not feel unduly the effects 0%
waves of bullish or bearish feelings in one currency or another,

Thirdly, the placing of new issues must not have disturbing
repercussions on the policies being followed by the authorities in
order to preserve equilibrium on the domestic capital markets, An

~ essential condition here, however, is that such policies should har-

monize with the requirements of international financial equilibrium
and not, instead, aim at perpetuating conditions that in themselves
could,l?c a disturbing factor for the other countries,

It is in the light of these criteria that I would like to examine
now the different solutions that are commeonly put forward today
for the development of an international new-issues market.

These solutions can be grouped in five main categories, accord-

_ing to their technical features:
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__ admission of foreign firms and bodies to the individual
national markets, within the limits indicated by the authoritics,
their issues being depominated in the currency of the country
where they are launched;

— issues placed simultaneously on various markets and divid-
ed into tranches, each denominated in the currency of the country
where the franche is placed;

' . issues characterized by clauses that enable the bearer, when
interest is paid or the sccurities redeemed, to choose between two
or more currencies (exchange option);

— issues on a given market of securities denominated in the
currency of a third country and intended for placing largely in
other third countries; A

" __ issues denominated in “ European Units of Account ™.

5. Liberalization of foreign issues on the individual national markets

The first solution — a gradual opening of national markets —
corresponds in practice to the actual situation of recent years.
Tt is hardly necessary to repeat that today, in practice (with the
exception of Germany, which is of little significance so far in
view of the high level of this market’s rates), free access for
foreign issuers is not permitted to any country’s market, The
obstacles preventing this access may be of a general character or
consist of case-by-case licensing. Among these obstacles may be
mentioned controls exercized within the framework of foreign ex-
change regulations, conttols on. capital issues in general, controls on
eligibility for purchase by financial intermediaries. and controls on
admission of securities to stock exchange lists. It is obvious that
the national authorities, by using such a set of instruments, can
ensure that the admission of foreign issuers to the market shall
not constitute a disturbing factor for their particular policics; for
that matter, such issues can even be used as instruments of domestic
monetary policy, for example, to absorb excess liquidities.

It cannot be denied that some progress has been registered in
recent years ifn spite of such a total subordination of international
to national needs, But it is more difficult to show that the autho-
sities of certain countries — where for example there has been a
rapid accumulation of foreign exchange reserves and a correspond-
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ing increase of internal liquidity — have done all they could to take
advantage of the openings offered for international collaboration
in the field of issues. As a matter of fact, the pfcscnt system does not
clicit “ equal efforts ” from all, and there is no guarantee of orderly
but constant progress, the result being that the countries more
inclined to adopt a liberal attitude likewise find themselves checked
by the fact that the restrictive attitude of others threatens to bring
a disproportionate pressure on their market. :

It therefore secms necessary that in order to blend domestic
requirements with a certain internationalization of the new issues
market, two pledges must be made by member countries within
the economnic cooperation bodies on the European planc: the pledge
to create quickly conditions which shall ensure that forcign issuers
admitted to the market by an explicit decision of the authorities
be placed on a footing of equality with the national issuers; the
pledge to fix an annual quota within the limits of which forcign
issues would be admitted, This quota might be based, for ex-
ample, on such yardsticks as the volume of issues on the domestic
market and the trend of foreign exchange reserves, and it should
be subject to gradual expansion, Of course, the fixing of such

- quotas would constitute only a general indication and would not

prejudice normal procedures applying to domestic issues, procedures
intended to ascertain the standing of the issuer and to ensure a
balanced distribution of new issues over a period of time.

If those pledges were given, the present system would suffer the
rainimum of disturbance and progress would undoubtedly be made.
Nevertheless, it must be remembered from the technical point of
view that such a solution would not be satisfactory when judged
by the two criteria mentioned above of breadth and stability of
markets.

6. lssue of loans sub-divided into tranches expressed In different cur-
rencies

Access to a larger mass of savings could be secured by recourse
to the second technique already mentioned, that is, to loans placed
simultaneously on different markets and sub-divided into different
fm::whes, each denominated in the currency of the country where
it is placed. This proposal, as is known, was put forward in
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October 1963 by Hermann J. Abs (g) and it concerns a method that
has never been put into practice during this last postwar period,
at least in its “ pure ” form.

In these issues allowance would be made for the differences
in the rate levels ruling on the different markets by varying the
issue price, while the nominal rate of interest and other features of
the loan would be uniform for all zranches. In this case, however,

would not the problem arise of preventing subscriptions from being -

concentrated on the franche that offered the highest yicld? Those
who support the proposal say no, and they point ot that experience
has shown — the example often cited is that of two 15-year
issues in Switzerland and Germany in 1959 by the International
Bank for Reconstruction and Development, in, respectively, Swiss
francs and German marks — that practically identical securities
can show on two markets widely different yields without the arbi-
trage, which is quite free in the case cited, cancelling out the
difference. ‘The reason is plainly the importance attached by buyers
to the currency in which the securities are denominated: this in
turn may depend on the restrictions already mentioned .which
prevent institutional investoss from buying to any noteworthy extent
securitics denominated in foreign currencies. On the other hand,
it may also be an indication of the respective prestige of the
differcent currencies in which the #ranches are denominated. Here
is precisely one of the more difficult problems raised by this formula,
that is, the fact that it throws into prominence any speculative
movement affecting this or that currency by means of price fluctua-
tions of the securities belonging to the various tranches. Tt would
in fact be only logical for an investor possessing bonds of the
sranche denominated in currency A to trade these in exchange
for identical bonds in currency B if he considers that a devaluation
of A or a revaluation of B is likely to occur at a certain moment.
The fluctuation in prices that would consequently result might
cmbarrass the authorities of the two countries.

Another factor to be considered, if the issue is to be offered to
the general public, is the need to obtain simultaneously an autho-
fzation from the authorities of different countries and to observe
the legislative and administrative regulations in force in each of

() Die Banken in der Europiischen Zusammenarbeit, X. Deutschen Bankicrtag, Miin-
chen, October 14, 1963. : :

B

Forcign Bond Issucs in BEuropean Markets 57

them. In view of the prescat differences in these regulations as
between countries, it may be asked whether in practice the result
might not be the flotation of a series of loans having similar
general features but actually quite distinct one from another- because
of a host of features which are accessory in themselves but impor-
tant as a whole. An important disadvantage on the technical level
would arise from the fact that, if the various zranches are really to
possess identical characteristics as regards duration, redemption
forrula, payment of interest and so on, then the particular prefer-
ences that different tarkets customarily display in these matters
cannot receive consideration. In addition, as the placing must be
simultancous, it would be difficult to ensure that the issue took
place at the most favourable moment in all the markets that were
used.

As regards the position of issuers, if they accept the principle
of shouldering debts in a foreign currency, it is clear that this issue-
technique, which enables them to reduce the exchange risk by
spreading it over various currencies, would not present any parti-
cular difficulties. _ :

It can be said that, if this formula taken as a whole offers
certain possibilities, it is not devoid of problems, in view of the
complexity and cost of preparing a new issue that should satisfy
all the requisites of the different countries concerned. It therefore
seems suitable only for operations involving very large sums, for
which a very wide circle of investors must be reached. On the
other hand, the limited size of some of the markets that would
be formed for the various tramches of any one loan, and their
vulnerahility to speculative factors of a monetary character, might
make the prices of such bonds very unstable,

7. lssues with exchonge option

~ Stability and uniformity of prices on the various markets ought,
mst.cad, to be a prime feature of loans with an exchange option,
which give bondholders the right of requesting — normally with
gnly a few days’ notice — payment of interest and amortization
in one or more currencies different from that in which the secu-

rities are denominated, at an exchange rate based on the parity

existing at the time of issue. Investors, in fact, would have no
reason for anxiety over fluctuations of one or other of the cur-




58 Banca Nazionale del Lavore

rencies included in those for which there was an option, since -
they would be able -at any moment to choose the most advant-
ageous one for them. : '

A certain number of loans with exchange option between dollar
and German mark — sometimes extended to other currencies like
the Dutch florin and Belgian franc — have been issued in recent
years by international banking syndicates. The formula is notably
attractive to investors in virtue of the protection it offers against
exchange risks: moreover, such bonds should be regarded as bonds
in their national currency by institutional investors of the countries
whose currency is included among those on which the option can
be exercised. With some of the issues in question, it was cven
possible, too, for the investor to choose, at the time he subscribed,
securities denominated in one or the other currency (10). In this
way there was a combination of the issue formula by tranches and
the simple exchange option formula, a combination which possesses
the advantages of both formulas as regards the placing possibilities

while avoiding certain complications and the risk of market insta--

bility typical of the first.

The other side of the coin is obviously the fact that the exchange
option may prove to be a very burdensome clause for the issuer:
bere the normal risk rup by any issuer of foreign currency secu-
rities — that of secing his debt in his own national currency
increased because of a possible devaluation of the latter — is multi-
plied rather than split as in the preceding formula. Although only
of limited importance, the 5 per cent increase in their debt, which
the issucrs of loans carrying an exchange option in German marks
and Dutch forins have had to bear following the revaluation of
these currencies in 1961, is one example of the unpleasant surprises
that this formula can involve. The development possibilities of this
formula therefore depend on the extent to which the cost could
be reduced compared with other issues, in such a way as to com-
pensate the issuer for the greater risks he has to bear,

{10) This was the case with the © Fond des Routes * 1960 and the Société Nationale des
Chemins de Fer Belges 1g6t loans, issued by consortia managed by the Banque Lambert;
with hoth these leans the bonds could be denominated in either dollacs or German marks, at
the bearer’s choice, and he retzined the exchange option hetween ¢the two currencies duting
the entire life of the security. This problem is, of course, a purely formal one, but it can
hecome of some importance in the regulations of several countties.

ey ——————
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It is thus legitimate to ask whether the harshness of that
clause could not eventually be mitigated by making it impossible
for thc. bondholder to . profit by any revaluation of one P.of the
currencies co_nsiclered; in this way, none of the essential features
already rpentloncd would be lost, while the objections of issuers to
shouldering the serious risks of the pure and simple exchange option
could be overcome. We shall see how the “ account unit ” forfnula
described further on is exactly an attempt to find a solution for
this problem,

In co_nnection with this formula I have not referred to the
Problems it can raise for countries whose currency might be included
in the c.xchangt: option, without the national authorities being able
to exercise an cffective control over the drain on their own market
by means of such issues: these problems emerge more pla-inly‘ in

the other formulas now to be examin )
- ed and I propose t
them then. propose to deal with

8. Dollar or Swiss franc issues on third country markets

~Ina position equally advanced technically towards interna-
tionalization of new issues are certain operations in which the
concept of “ market of issue ” takes on a very hazy form, almost to
the point of losing its esscntial features. | am referring to the issues
denqmmatcd in dollars and Swiss francs which have been placed
outside respectively the American and Swiss markets by international
banking syndicates organized by English and Belgian banks
Examples of such operations were already to be seen before the.
American’ measures of July 1963, but their number and importance
have rapidly been increasing since then. The practical reasons for
such operations are cvidently to be found jn the following facts:
in the first place, an important part of the normal foreign issues
in dollars in New York (like, for that matter, of those in Swiss
francs in Zurich) used to be subscribed by residents of other coun-
tries, especially by residents of the country where the issuer had his
headquarters, currency and tax considerations being evidently of
fundamental importance for European buyers, as the yield from
these issucs was not in itself a sufficient incentive; in the second
pg)ei(.:ff, Issues on the New York market laid upon the issuer the
%ielgatiog to comp}y with the burdensome documentation formal-

s of the Sccurity and Exchange Commission, a task which
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issuers would have been very happy to avoid (r1). Hence it did
not take long to reach the conclusion that, in view of New York’s
temporary withdrawal from the field of new issucs for foreign
account, a market existed in Europe to be cxploited for issues in
currencies particularly sought after by investors. As for issuers, the
simplification of formalities could compensate to some extent for
the higher cost of money on European markets. _
The fundamental characteristic of such operations is, then, the
denomination of securities in dollars (or Swiss francs) and their
placing with buyers resident in third countries. As indicated above,
the concept of “ market of issue” becomes in this case an ex-
tremely vague one, since the various clements of such a concept,
which are generally grouped together, are here scattered to _such
a degree that it has been possible to speak in these cases of “issucs
in London” only because the issuing consortia were generally
managed by English banks. As to the other elements, instead, the
quotation is certainly asked for at London and Luxembourg, but
actually the London quotation has almost a symbolic character in
view of the high cost of opcrations on. that market; the subscription
for and delivery of the securities take place in Luxembourg, for tax
reasons among other things; the financial service is. effected in the
principal European centres as well as, frequently, in New York;
the laws that govern relations between the issuet, the consortium
and the bondholders are those of the issuer’s country, or those of
TLuxembourg; last but not least, the sccurities are always placed
- with residents of countries other than Great Britain, where the
premium that has to be paid to obtain investment dollars makes
the purchase of such securities of little interest.
' In this connection, it is as well to clarify a point that has often
led to misunderstandings. It has sometimes been stated that those
loans are subscribed for in Eurodollars, and certainly if this meant
simply to indicate dollars that are held by non-residents of the
United States, then the term is a convenient one to which no
objection can be taken. If, on the other hand, the meaning is that
~ the loans are placed on the Eurodollar market in a narrow sense,

that is, on the market where dollars that do not belong to Americans
are deposited and invested at shortterm, and essentially between

(11} Cf. E. Nevin, Reflections on the N.Y, New [Istue Markets, Oxford Ec, Papets,
val, 13, Ne. 1, Febroary 1g61.
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banks, thus implying that the financial intermediaries are using
short-term funds for financing purchases of long-term securities,
then 1 consider that the statement is inexact. In fact, the difference
in yield between short-term investments in Eurodollars and the
securities in question is not such as to invite indulgence in opera-
tions that can obviously turn out to be dangerous for the banks.
While therefore Furodollars can be used to some extent initially
to facilitate the starting up of operations and give the market
flexibility, it is certain that the sccurities arc in the main placed
with “ genuine ” investors and not financed with dollars borrowed
at short maturity. '

The fundamental problem that these issues raise concerns their
repercussions on the situation of the countries whose currency is
wsed as a reference currency: the complexities of this problem
must be analysed separately as regards the two cases that have so
far appeared, that s, the use of the dollar and the use of the
Swiss franc, in view of the different basic conditions and juridical
position of these two countries’ residents.

In the case of the United States, attention must be concen-
trated on the effects of such issues on the outflow of capital which
the interest cqualization tax is precisely trying to stop. As a
general rule, subscriptions to these sccuritics should be of no inte-
rest to American citizens subject to the tax in question, since its
incidence would lower the yield by about 1 per cent; nevertheless,
it cannat be ruled out on the onc hand that the tax is evaded by
means of the purchase of securities with funds kept by American
citizens in European banks, while on the other hand it is clear- that
sufficient possibilities cxist for certain American investors — and
particularly for companies with European. branches — to buy such
securities, should they so wish, without formally breaking the law.
More difficult to ascertain is the effect that security subscriptions in
dollars from funds belonging to non-residents have on the Amer-
ican balance of payments: to discover this it would be necessary to
know the origin of the funds — which might come from the sale
of American securities — and the alternative use to which they
Would have been put — for example, to buy American securities —
had there been no dollar issues on the London market. It would
also be necessary to know how the issuer intends to use — for
purchases in the United States or elsewhere — the dollars received,
and, finally, what would be the policy of the central bank that
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might eventually reccive those dollars. On the whole, however,
the effects of the development of such dollar issues are unlikely to
be positive for the American balance of payments: at best they
could be simply ncutral.

In the other case of issues in the currency of a third country,
that is, Swiss francs (12), the controversy has centred on the effects
of such operations on the situation of ‘the capital market, on the
Swiss foreign exchange market and on the international status
of the Swiss franc. As to the first point, it cannot be doubted that
the issue abroad of loans in Swiss francs on conditions more favour-
able to subscribers than those in force for similar loans on the
Swiss market cannot fail to have effects on the situation of the
latter, the more so that Swiss residents can subscribe on. an equal
footing with the residents of other countries, unlike what happens
in the case of American residents, who are penalized by the tax
already mentioned. Of course, the question naturally comes to
mind whether the restrictive policy followed by the Swiss authorities

in the field of foreign issues on their market can be maintained in-

the long run, in face of a continually expanding unsatisfied demand,
in view of the fact also that the capital available for subscriptions
to such issues is itself largely of foreign origin. In other words,
it is to be doubted whether a country that follows a policy of
relative freedom as regards capital movements can isolate the
domestic level of interest rates from that ruling on the other
markets.

The second argument put forward against such operations is
that they disturb the foreign exchange market at the time the
subscription is made: here it will suffice to state briefly that the
agreement reached between the issuer and the National Bank of
Switzerland in the case of the Copenhagen loan (13) shows that
methods do exist for obviating this drawback; for that matter there
is nothing to prevent the central bank from intervening on the

market in such a way as to moderate any fluctuations in the quo--

tations of its own currency.
There remains the concern expressed by the Swiss authorities
regarding a more extended use of the Swiss franc as an international

{12) The sole example is the loan floated in the sutumn of 1963 on behalf of the city
of Copenhagen by a consortium of banks managed by Morgan, Grenfell & Co., of Tondon.
{13) “ Zur Kopenhagen Anlethe”, in Zeirichrifi fir das Gesamte Kreditwesen, Heft

23, 1963,
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currency: this concern cannot relate to its use as a © reference
currency ” but presupposes that when securities are redeemed or
interest paid on them, liquid assets in Swiss francs gradually accu-
mulate in the hands of third parties and could in certain cascs
constitute a factor of instability. Even if this is theoretically possible,
it is far from being probable because the Swiss franc would be of
interest as a reserve currency only if there existed a wide range
of short-term investrnent possibilities for such assets, which is
certainly not the case today. In any case, the formation of those
liquid assets would simply mean that Switzerland would need to
accumulate larger reserves in gold and foreign currency — some-
thing that would happen automatically.

In conclusion, it can be stated that even if such loans may
present certain drawbacks for the countries whose currency is used,
the most serious problem is that the breadth and stability of the
market for such securities are strictly dependent on the prestige
on the international plane of their monetary yardstick. Further,
since for the buyers it is a question of loans in foreign currency,
these can be included only to a limited extent in the institutional
investors’ portfolio. Dollar loans will thus enjoy a far less wide
market than was the case with the loans that were floated in New
York and there is no doubt therefore that if this market should
again become accessible, issues in dollars on the European markets
would suffer a rapid decline.

9. Issues expressed in European Units of Account

Loans issued in “BEuropean Units of Account”, since their first
appearance in 1960 at the initiative of a Belgian bank, have become
sufficiently well known on the international markets as to make
a detailed analysis of their origin and technical features super-
fluous (14). It need only be recalled that the essential character of
the European U.A. — which is of course a monetary yardstick
used for measuring the contractual obligations arising from a loan;
but is not a means of exchange — is that of attempting to stabilize

. (14) Sce F. Coutin, “ The Formation of a Buropean Capital Market *, 1964; for a
CI}’tlca-]: analysis that reflects 2 Swiss point of view, see ® Auslindische Anleihen in Rechnung-
seinheiten ?, Neue Z#rcher Zeitung, November 22, 1963..
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as much as possible in a loan agreement the respective obligations
and rights of the parties involved. The U.A.’s value is defined in
terms of a gold weight, with which the 17 “reference cusrencies”
__ which are those of the countries forming part of the former
European Payments Union and do not include the dollar — are
linked through their gold parity as communicated to the Interna-
tional Monetary Fund. Nevertheless the U.A.’s value can change
if the gold parity of all the reference currcncies should change,
provided that at least two-thirds of the currencies have moved in
the same direction. In this case the U.A.’s value varies to the same
extent and in the same direction as the currency — belonging to
the “two-thirds group” — which has suffered the smallest per-
centual variation in comparison with its original gold parity (15).

In substance, the bondholder therefore enjoys not a gold
guarantee — which would be illegal in some countries and burden-
some for the issuer, given that a general revaluation of gold can-
not be ruled out — but an exchange guarantee in terms of the
most stable currency among those forming part of the group
considered. It is almest superfluous to emphasize that the rules
determining the respective value of the U.A., and the reference
currencies do not affect the use as a means of payment of any
currency of the group, and that the bearcy will normally request
the servicing of the securities in his own currency.

In the case of the bondholder the protection offered by the
U.A. seems to be fully satisfactory, though he certainly there
misses the windfall gain that could be obtained in the case

of revaluation of one of the currencies included in an exchange '

option Joan. Nevertheless, the U.A. formula enables the holder
to consider his credit as equivalent to a credit in his own cur
rency (16), added to which is the protection provided by the
exchange guarantee against the case of an isolated devaluation of

{15) This definition — here given in concise form — differs in some respects from the
formula used for the frst loans, a formula that has been altered so a5 fo take into account
patticular problems that might arisc at the time of the U,A.’s adaptation, Other changes have
been inteoduced to solve certain problems connected with the fact that at the time the sub-
scription is paid or when the interest or redemption payment becomes due, the ratio of the
market exchange rate to gold-parity might be different for the varlous currencies,

(16) Except for the fuerum cessans in the — faitly improbable —— case of revaluation
of his own currency in relation to at least twa-thirds of the wthers, without change in the
value of the U.A.
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this currency. Here is therefore a type of investment that should
also suit institutional investors who have commitments expressed
in national currency towards their depositors or policy holders,
This factor, together with that just mentioned, makes it possible
for the market in U.A. loans to function — barring particular
obstacles raised by the laws of any country — as a market cffect-
ively integrated throughout the monetary arca that was covered
by the former European Payments Union. This market should
be particularly stable, as isolated events affecting one or another
of the currencies could have no repercussions on the value of
the U.A. '

As to the position of those who issue loans in U.A., a distine-
tion must be made according to whether the term of comparison
adopted is a loan in national currency or a loan in one or more
foreign currencies. In the first case it is clear that a risk exists
that the cost in national currency originally foreseen may be
increased if that currency alone should suffer devaluation or a
devaluation greater than that of the other currencies composing
the U.A. If, instead, a comparison is made between a loan in U.A.
and a simple loan in foreign currency, or, even worse, an exchange
option loan, it is evident that the U.A. formula carries a lesser risk
for the issuer, who will suffer no unforeseen burden as long as his
currency remains stable; in the case of the other Joans, instead, he
would run an identical risk should his currency be devalued, in
addition to the risk of upward revaluation of the currency or
currencies in which his debt is expressed.

If we now tutn to the whole set of problems — relating to
the effects on the state of the domestic market and on the balance
of payments — already examined in connection with the dollar
and Swiss franc loans, we find that the vigorous development of
an international market for U.A. issues could certainly exercise
some influence on the level of interest rates in the national markets,
This influence would be towards an upward trend in rate levels
only in the case of markets that by rationing issues have hitherto
succeeded in maintaining levels lower than those current in the
rest of Europe, Generally speaking, the effect would be rather a
tendency towards a levelling downwards of rates, provided, of
course, that present obstacles were removed; at all events, it would
be an exaggeration to affirm that the state of the individual

3
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pational markets would completely escape the control of the
suthorities. '

There seems to be still less justification for the objection that
as a result of being able to obtain securities in U.A. on the market
there would be a reluctance on the part of investors to buy secur-
ities in national currencies, to which the U.A., with the greater
protection it affords, would be systematically preferred.  This
argument can be briefly answered by stating that in the first place
the comparison between securities in national currency and secur-
jties expressed in other currencies —— assumed to be “ stronger ” —-
is already possible for investors today, since they can freely buy
those securities on foreign stock exchanges; in the second place,
if such a preference for securities in U.A. were really to show
itself on an important scale, it would simultaneously reduce the
yield from the U.A. securities, and the equilibrium of the market
would then quickly be re-established.

It remains to examine the objections put forward by those (17)
who maintain — since the Swiss franc is among the reference
currencies and in view of the “ hardness” of this currency compar-
ed with the others — that loans in U.A. are nothing but camou-
flaged loans in Swiss francs, and that therefore the same objections
levelled against Swiss franc issues and outlined above hold good
in this case. 1 believe it suffices to reply that, on the one hand
the changes introduced in the method of subscription and interest
payment in the case of some recent loans in U.A. have eliminated
the particular role that the Swiss franc played in the first loans,
and that on the other hand the link between the use of a currency
as a reference and its use as a reserve currency, already confuted
above, is still more difficult to prove in the case of loans in U.A.

In conclusion, it can be stated that the U.A. formula steers clear
of most of the negative sides of the other categories of forcign issues
_examined in this study and epitomizes their advantages, especially
breadth of market (thanks to the interest it arouses among institu-
tional investors), stability of prices (thanks to the absence of spe-
culative movements) and neutrality as regards policies of the autho-
rities on national markets, each of which, because of the vast
distribution of issues, would feel -only a fraction of the overall
effect of the flotation of a U.A, issue.

- (19) Sec NLZ.Z., article cited.
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The mechanism in question is, of course, relatively new, and
can perhaps be improved: in any case, it needs above all to be
given time to cnable it to become an element familiar to investors
issuers, and the capital market in general, ’

10. Conclusions

The analysis so far developed has examined the principal aspects
of the problem of foreign issues in European markets. It is now
necessary to illustrate what seem to be the most relevant conclu-
sions from the point of view of economic policy.

I feel that the urgent need to develop a more efficient market
in Europe can be taken for granted: it is enough to look, with the
help of the lists of issuers and figures given in Table V,II, at the
gap left by the temporary closing of the New York market and the
present modest contribution of the European markets. On the other
hand, the changes now taking place in the distribution of incomes
to the detriment of self-financing compel business firms to have
recourse on an increasingly important scale to the market not only
as seekers of risk capital, but as bond issuers as well,

If the gradual opening of national markets is accelerated and
ma-d:c more efficient by introducing, in a climate of monetary
stability, the measures that have been outlined above, then important
steps will have been taken towards the long-term solution of the
problem. However, in the immediate future the gathering of
European savings by means of issue mechanism of a meore inter-
national character will continue to be an important factor,

From the technical point of view the various issue formulas
alrz?ady mentioned do not exclude one another but are, indeed
reciprocally complementary since characteristics peculiar to each of
them can appeal to particular types of investors. Nevertheless, some
of icm raise particular problems that could seriously compromise
their future, For example, issues in Swiss francs on third coun-
try markets can now be regarded as difficult to Jaunch in future
in view of the opposition, already described above in detail, they
have ‘encountered. Equally it may be asked whether the United
States will not one day cxpress concern regarding loans in dollars
fioatcd in Europe, loans which in any case do not seem wholly
in keeping with the hope expressed by Mr. Dillon of seeing a truly

* Buropean capital market develop.
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This objection could not, en the other hand, apply to U.A.
loans which, as is known, do not include the dollar among the
reference currencies, and are therefore financing instruments clearly
Furopean in character, 1 have already indicated that the U.A.
formula, with any improvements that could still be added to it,
should not raise problems of monetary policy for any of the intes-
ested countries. As to the issuers, if they at present regard the
formula as being “ harder ” than a simple issue in dollars, I believe
it can rightly be maintained that the monetary risk they would run
would be less with that formula than with issues expressed for
example in Swiss francs, German marks or Dutch florins, an
eventual revaluation of which cannot be ruled out. In any case,
the formula is certainly far less risky for the issuer than the
exchange option loans that inevitably would bave to be taken into
consideration again. if the other types of issues already examined
should prove insufficient or even disappear. :

The three types of issues cited in a third-country-currency, with
exchange option and in Units of Account, possess in commoRn the
characteristic of evading, within certain limits, the control of the
national authorities of the individual countries and are therefore
sometimes regarded as a disturbing factor that serves to satisfy only
the needs of investors desirous of guaranteeing themselves against
the risks of a devaluation of their own currency. However, this
is not the only point of view from which these issues can be consi-
dered: rather than marginal phenomena they should be regarded
as the expression of the necessity to reach wider markets, by going
beyond the confines of just one individual market. To cnable them
to fulfil such a function, the authorities must however adopt a
positive attitude that will enable certain obstacles to be removed
concerning exchange control, quotation on the stock exchanges
and the placing of such securites with institutional investors. As
a counterpart to this positive attitude, cooperation. could easily be
achieved between banking consortia and national authorities meet-
ing within European monetary cooperation organizations, with the
object of preventing an excessive volume of issues of an international
character from upsetting the individual capital markets.

From the particular point of view of capital markets’ integra-

tion within the European Fconomic Community, such issues can
represent an important factor by fostering collaboration between
financial institutions (no less than 32 banks of the E.E.C., and third
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countries participated in the consortium that issued the U.A. loan .
for the Cassa del Mezzogiorno) and developing capital flows capable

of contributing to a closer alignment of interest rates on the capital

markets. ' '

On the other hand the use of these formulas by the financial
institations of the Six could be encouraged. In this connection it
may be recalled that the principal customer of the European Invest-
ment Bank, that is, the Cassa per il Mezzogiorno, which acts
as intermediary for loans relating to projects situated within its
sphere of activity, has itself issued an important loan in U.A,
If therefore European institutions were to make issues in U.A, it
should not be difficult for them to conclude afterwards their own
loans agreements on the same basis.

Finally, it might be considered whether the U.A., as a means
of promoting the aims of Furopean integration, should preserve its
present form — which is linked with the old E.P.U. unit — or
be based on a lesser number of currencies, An instrument that took
into account the particularly close relations in the monetary sphere
which have actually been developing within the E.E.C. could prove
to be especially useful in connection with the prospect of a gradual
evolution towards a monetary union, '

Craunio SEGRE
Brussels, February 1964,
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Tasre 1
NET ISSUES OF SECURITIES IN THE E.E.C. COUNTRIES,
THE UNITED STATES AND THE UNITED KINGDOM
(milliards of dollars)
The | pugem- | Totl || Unieed | URited
Germany| Belglum [ France Italy Nethey- bourg EE.C States Eing-
. lands e dom:

19358 201 | 057 | 190 | o3| ogf | ooz ] 580 244 1.22

1959 2.37 | 069 | 1.1y | 151 039 | 002 6.15 || 15.2 [ 033
1960 .50 | 062 | 045 | 2.I11 | 044 | 0.02 5.64 || 12,1} 159
1967 2.2 | 056 | 1.37 { 2.08 | 031 0.03 6.87 || o0 | r.13
1946z 278 | o5 | 1.49 | 2.63 | 0.32 | 0.07 8.04 || r3.0| 3.19

(* Estimated figure.

Note: The data given in Tables I, II and Il are drawn from the following official
statistical sources:

Germany: Annual Reports of the Deutsche Bundesbank,

Belgium: Information and Documentation Bulletin of the Banque Nationale de Belgique.

France: Anpual Reports of the Conseil National du Credit.

Italy: Annnal Reports of the Bank of Ttaly.

The Netherlands: Annual Reports of the Nederlandsche Bank.

Luxetbourg: General Bulletin of Statistics of the Statistical Instimute of the BEuropean
Community.

United Kingdom: Quarterly Bulletin of the Bank of England,

Unpited States: Federal Reserve Bulletn.

The data refer to the proceeds from secutity issues net of redemptions. However, in
spite of the attempt to use, as far ms possible, uniform definitions, it cannot be ruled out
that differences of an institutional and.statistical character reduce to some extent the compa-
rability of data, In particalar, the data relating to mortgage securities, indicated whenever
possible, represent a delicate problem: in fact, while their inclusion among the security issues
as far the E.E.C. counties are concerned scemed to be justifiable, the characteristics of these
seourities in the United States and the United Kingdom lead rather to their exclusion, as
has been done in Tables I and IL
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Tasre II
NET ISSUES OF SHARES AND BONDS
(in % of the gross national saving) _
Net issues . Bond Tetal
currency Year Nfég;sal Losucd ﬂ.
Shares Bonds Total Saving | in % of gross
oational saving
Germany milliards 1960 1.90 439 6.29] 794 5.5 7.9
of D. marks
1961 2.19 799! 1008 84.4| 9.5 | 121
1962 151 0.630 14| 89.2; 108 | 125
Belgium . . milhands 1960 6.2 247 | 309 | 1104 22.4 | 280
of Belgian
francs 1961 6.0 21.9 | 27.9 | 119.4| 8.4 | 234
1962 7.5 300 | 37.5 | 129.3] 23.2 | 29.0
France milliards 1960 2.37 2.31F  4.688[ 67.5] 3.4 6.9
of French
francs 1961 324 3.56| 6.80 7o.0| 5.2 g7
1962 | 3.95| 343 738 767 45 | 96
lraly . milliards 1960 | 4954 | 825.9 [1321.6 [5183.6| 15.9 | 255
of lire
1961 | 416.8 | BB4.6 |1301.4 |5967.9| x4.8 | 21.8
1962 | 608.2 |1033.9 |1642.1 [6568.31 157 | 25.0
The Nethet- milliards 1960 e.17 1.4g]  1.66] 12| 1y | 1340
lands . of florins
1961 0.13 n.oo|  1.a3| 12.7] 7.9 3.9
1962 0.46 o.bg;  1.15| 129| 5.3 8.9
United King- milliards 1960 | 034 o023 o557 46| 50 [ 124
dom of pounds
1561 0.44| - 0.03] o4x| 48| - 3.5
1962 0.26 0.88] 1.14] 4.9 T7.9 | 233
United States . milliards 1960 1.8 10.3 I2.1 g1.5 | 11.3 13.2
of dollars
1961 2.7 7.3 10,0 | goz| B 11.1
1962 0.5 12.5 3.0 g8.3 | 12.7 13.2

Sources: see Table I,
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Tasre ITT-A
GERMANY

{millions of D. marks)

1958 1959 1g6o 1961 1962

Value | 3% | Value | % | Value | % [ Value o, | Value | %

Public sector, govern-
ment-controlled orga-
pigations _and mort-
ghge securities:

— Government (1) . . |1,743 |20.11,937 |19.5|1,182 18.8| 2,048 |20.1] 2,460 [22.1

- Local bodies . . . (2,237 l25.6l2,141 |21.5] 943 [15.0] 1,864 18.3) 1,770 ]15.9

— Special credit insti-

mtes . . . . . | 320 | 3.8] 721 | 7.2| 365 | 58] 567156 666 | 6.0
— Other bonds . . . 06 —| -3 | —| 06| —| 94| 09| 398) 36
— Mortgage bonds . 1,550 [1B.0l2,819 |28.302,227 |35.4] 3,302 (325 3,639 [32.7

Total . 5,869.6\67.8/7,615 |76.5|4,776.475-0] 7,875 |77.4 8,939 503

Private sector:

~Bonds . . . . . |1,550 |17.9| 613 | 61| -376-6.0f 101 1.0l 592 5.3
— Shares . . . - .- 11,140 |13.2i1,383 |13.9|1,905 |[30.3| 2,192 |2L.5 1,507 13.5

Total . . . 2,690 |31.1|1,996 |20.0)1,529 |24.3| %293 [22.5 2,099 18.8
Foreign issuers . . . 92 | 11| 345 | 3-5] 45 0.5 12 0.1 97| 0.9

Total . . . [8,651.6| 100|0,656 | 100/6,290.4 mb 10,180 | 100|11,135 | 10O

(1) Includes Federal Government, Railways and Post Office,

Foreign Bond Issues in European Markets

FRANCE

(milliards of French francs)

73

Tame III-B

Public sector, goveri-
ment-controlled orga-
wizations and mori-
ghge secrities:

— Goverament .

— Other public foans .

— Public enterprises
and PTT .

— Special credit insti-
tutes .o

of which: mortgage
bonds (gross) .

Total .

Private sector;
— Bonds

— Shares and other se-
curities giving vary-
ing yield .

Total .

General total |

0.09 | T

1.42 |19,

c.70 9

{0.25)

\3|~0.07 [~ 1.2|-0.09 |~ L.

8| 1.01| 17.4| 0.86 18.4] 1.37

(0.25) (0-30)

9| ©.96 | 16,5 1.04 | 22.

973

2| 1.07

{0.35)

1958 1950 1960 1961 1962
Value | % | Value [ % | Value [ % | Value | % | Value | 9
2.20 {30.8/-0.04 [-16.2|-1.12 [-23. ~11,0-0.86 |-r1.%

1.8| 0.03 0.4

15.7| 1.24| 16.8

20.1| 1.65| 22.4

(0.50)

4.41 |61

o7 |r10.8) 1.63| 28.0| 1.62 34

8| 0.66| 16,5 0.69( 14

8 1.81

6| 175

1.96 |27.4| 3.23| 55.5| 2.37 [ 50.6] 3.24

26.6| 2.06( 27.9

25.7| 1.37 | 18.6

477 395 | 53.5

2.73 |38,

2| 4.86 | 83.5 3.99| 85.2| 4.99

734| 532 | 721

7.14 | 00| 5.82| 100| 4.68] 100/ 6.80

100

7.38| 100
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Tasre ITT-C
ITALY

(milliards of lire)

Public sector, govern-
ment-controtled orga-
nizations and mori-
gage securitics:

— Government .
~- Local bodies .
~— Issues on Treasury
behalf by  special

credit institutes

— Other issucs by spe-
cial credit institutes .

— Mortgage bonds

— ENI, IRI .
Total .

Private sector (1):

— Bonds .

— Shares
Total .
Foreign issuers .

General total .

1658 1959 1960 1961 1962

Value o | Value | % | Velue o | Value | % Value | %4

- 9.1 -1.4| 287.7130.8| 1229 9.3| - 7.9~0.6~ 108.5|-6.6

- 72 |-1.1| 519} 5.4 39.4 3.0| 143.2/11.0 170.5|10.4

140.0 [20.7| 172.018.2] 275.7(20.9 283.9.21.8| 437-4/26.6
75.0(11.6] 90.8| 9.6/ 136.4|res| 2300517.6 280.8|14.1

1527 [23.7] 829 8.8 59.4) 4.5 115.4| 8.9 Go.0| 3.9

351.4 (545 689.2 [73.0 633.5(48.0 776.2/59.6) 839.7/51.2

71.0|IL.0| 30.0| 32| 1924|145 934 7:2 164.2{10.0

222.3 |34.5| 225.0(23.8) 495.7137.5] 415.832.0] GoB.zi37.0

293.3 [45:5| 235.0(27.0| 688.152.0/ 510.2{35:2) 772.4|47.0

— —_ — — —_ i 15.0] 1.2 30 1.B

644.7 | 100| 944.2 | 100|1,321.5] 100|1,301.4) 100 1,642.1| 100

(1) Including issues by enterprises in which Government participates,

i
ﬁ
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75
TarLe NI-D
BELGIUM
(milliards of Belgian francs)
1058 1559 1960 1961 1963
"Yalue o | wvalue | %% | Value | % § Value | % | Value § %
Public sector, govern-
ment-controlled orga-
nizations and mort-
gage sectrities:
— Government . 9.3 |32.8] 13.3 |38.2] 14.9 |48.2] &0 |21.5] I13.3 |36.0
— Loecal hodies . 4.6 (195 4.3 [12.4] 42 [13.6] 3.9 1400 04 171
- Government-con-
trolled credit insti-
tutes . . o 5.4 [19.00 54 [15.5 6.0 |19.4] 7.6 |27.2| 4.2 [11.2
— QGoverament-con-
trolled entenprises . | — 1.9 67|  3.r | Bigl— o |-23| T4 [ 5.2 1.0 | 2.4
—- Other autonemos
government and so- )
cial insurance bodies zz | 79 25 | 72|~ 04 [-rg| 21|75 1glso
Total . 20.6 |72.5] 28.6 |82.2] z24.0 [y7.6] 21.2 |75.3 27.0 |72.0
Private sector:
— Bonds . 2.9 [to.z] 2.4 | 6.9 oy | 2.3 ©§|32 30|80
«— Shares . 49 [17.3] 3.8 [10.9] 6.2 j2oa]| 6.0 |21.5) 7.5 |20.0
Total . . . 7.8 |27.5] 6.2 |17.8] 6.9 |22.4 6.9 jag| 10.5 [28.0
General total , 28.4 | 100 34.8. 1o0| 30,9 |100| 27.9 | 100] 37.5 | 100
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Tasre II-B ' Taerr IV-A

SAVINGS FLOWING TO THE INSURANCE AND SOCIAL SECURITY
INSTITUTIONS AND TC THE SAVINGS BANES
{annual data in milliards of dollars) (*)

LUXEMBOURG

(millions of Luxembourg francs)

- T
1959 1960 19561 1962 [ "
e — ) The
Value % Value Ya Value % Value % Year |Germany| France | italy | Nether- | Belgium
lands
Public sector . . . . . . 516.4| 51.1| 423.1| 38.4| —84.5| - 55| 404.7| 11.9 Savings flowing to the insurance and
i : social secnrity insiitutions . . . . 1954 | .00 | 022 | 026 | 0.26 | 0.16 |
Private sector: i 1955 | 110 | 0.28 | 036 | o029 | 018
! 5
—Bonds . - .« + + « « 1 223.2] 21,3~ 116.5/-10.6] ~ g.3] - 06| 250.0/ 7.3 i 1956 | 1.24 | 0.34 | 034 | 033 | 018
i 1957 | 1.14 | o441 | 037 | 041 | 0.2I
— Shares . . . « .« .+ . 289.0 27,6] 7952 72.2 1,622.? 106.1|2,748.3) 80.8 | 1958 | 105 | 044 | 020 | 038 | o.r9
Total . . si2.2| 48.9; 678.7| 61.6\1,612.7105.5|2,498.3 88.1 . 1959 | 1.26 | o.39 | o1 | 0.44 | 0.20
— y 1960 | 1.57 | 045 | o1 | 043 | 021
Qeneral total . |1,048.6{100 [1,701.8{r00 |1,528.2l100 (3,403.0|100 : 1961 | 174 | 051 | na | 055 | 020

1962 | 1.93 | 059 | n.a. | o5y | 018
Savings deposits received by the sav-

. . : ! ings banks . . . . . . .. 1954 | 1.50 | o.6r | 039 013 | o1
. \ : . 1945 | r.29 | o081 | 037 | o8| oo
: Tasee III-F . 1956 | .12 | o066 [ 040 015 | 0.13
THE NETHERLANDS ' ' 1957 ] .79 | 048 ) oy | ooy | orx
({millions of florins) : 1958 | 2.10 | 069 | ©.58 | oa23 | 022
1959 | 224 | ooy | 06y | o2¢ | oz
= 3 1960 | 2.45 | 069 | 073 | 0.30 ] oIz
1058 1959 1960 1961 rgfz 1661 | 2.65 | o9 | o.91 | 035 | org
vaive | %4 | Value | % | Value | % | Value | % | Value % : 1962 3.12 .00 1.11 0.40 | 0.28
— t

Public sector, govern- . Poral . . . . . . « . . .. | 1954]| 250 083 | @65 039 | 0.27
ment-controlled orga- : : 1955 | 2.39 | 1.09 | @73 | c47 | o028
nizations zlwlad mori- , 1056 { 236 | r.00 | omg | 048 | osn
gage securities: ) \ 1957 | 2.93 | 0.89 | 082 | 048 | 032
— Government . . . 29 | G| 508 |34.4| 595 |35.9 266 |23.5] —~ 91 [~7.9 1958 | 3.15 | 113 | 08 | 061 | o41
— Local bodies . . . 642 |35.5] 689 '46.8| 679 laog| 176 |15.6) 202 |17.5 1959 | 3.50 | 1.6 | o8 | og3 | oar

- Mortgage bonds . 31 | 1| 42 | 28] 115 | 69| 7o | G2l 132 (115

e i 1960 | 402 | 114 | 144 | 0731 033
Total . . . 7oz |38.8| 1,237 |84.0 1,389 183.7) 512 [45.3] 243 [21.T i 1961 | 4.39 | 1.30 | n.a, | 0.90 | 0.39
1962 | 5.05 | 1.65 | n.a. | 0.97 | 0.46

Private sector (1): ‘
— Bonds . . . . . 245 |r3.5, 161 |1o.g] 140 | 8.4 53 | 491 304 |26.4

sh 897 |49.6 go | 6.1 170 |ro.2| 134 118 462 |g02 ’ ¢ {*) The conversion into dollars has been made on the basis of the following parities:
— Shares . . . . . . . . . -
- — — Py — Germany: 1 dollar=4.2 DM (from 1.1.54 to 4.3.61).
Total . . . | 1142 [63.1] 25T [17.0] 310 [18.6| 187 165) 766 |66.6 40 DM (from 5.3.6% to 21.12.62).
— France; 1 dollar==3.5 F (from 1.1.54 to 10.8.57).
Foreign isswers . . . | — 34 |[-1.9| — 15 |-T.0| ~ 39 |~2.3] 432 38.2) 142 123 42 F {(from 11.8.57 to 3r.12.58).
—_ —— _— " 4 . . F y T, L12.62),
General total . | 1,810 | 100] 1,473 | roo| 1,660 | 100[ 1,131 | T09] T,151 | 10O — Yualy: ) dol-lar=229537 fee {from 1.1.50 to 31.72.62)

— The Netherlands: 1 dollar=3.80 Dutch fi, (from I‘.l'.54 to 4.3.01).

) 2.6z Dutch fl. (from 5.3.61 to 31.12,63).
(1} Including issues by enterprises in which Government participates. —- Belgium: 1 dollar=g50  Belgian frs
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TapLs 1IV-B show over the years in cach ccuntry, and only with the greatest caution can they be msed

for making comparisons he he : B
SAVINGS FLOWING TO THE INSURANCE AND SOCIAL SECURITY INSTITUTIONS As ,[%gandSpf}f;s‘}n:m;;;"i’;ct‘g‘; :’ﬁ;“é‘iﬂchgﬁ&my i e ﬂ )
i ! e accumulation o

AND TO THE SAVINGS BANKS, AS PERCENTAGES OF INDIVIDUALS’ technical reserves of the life insurance companies, but in some cases they extend also to oth
so to other

| D s SAINGS in-surarl;ie comlgmics.' |
| As regards social security, the differences between the systems in & i i
countries lessen considerably the tomparability of the data: gcf]craﬂy ]sl;:ea?éfg muszheh;;m;gcuz

The made of the data, where these were available i i
; : . e " : aila coveri 3 ]
. Year |Germany| France | Italy ?{z?;&s;— Belgium ]nqéwdual socizl security institutions. In oth,er (::ase:l gt'htc[:led?f;cmm-?lztl::ngrclt:fe;csewm-: Y.the
: _ paid and services rendered have had to be taken i i i ech contributions
: I 2 into consideration, where these diff

. . , W . . . ;) C5C LIrences
| Suvings flowing to the inswance and socmtor plf:;t;vg.m n{n cq?tt;]rlc-s \;herc social secunity shows a deficit, the data concerning this
.i ity instituti . . . . omi it heing i i , : .
: soal security institurions . . . . | 1934 | 309 81| 132 | 32.9 | 198 4 g impossible to spexk of savings formation and the deficit

being covered by public funds.

! 1955 | 235 g0 | 191 | 246 | 21.2 S L
‘ s regards the savings banks, the definition adopted for this sector, which includes

1956 | 24.4 89 | 6.0 | 337 | 178

- ordinary savings banks, the * buildi et s P
AR AR e, i, o, O Sl e e
) this may opartly be fustified by the i t ave been exaluded, am
1959 | 17.8 | 103 2.9 1.4 ] 20.2 ¥y partly be fust y the differences which, = : et
1960 | 150 8.2 | 182 35.0 16.0 uses made of these latter deposits. s a general rule, should exist in the
1961 | 20.2 g8 | n.a. | 339} 157
) 1962 | 22.6 9.8 | noa.; 347 | 132 (
Savings deposits received by the sav-
ings banks . . . . . . . 1954 | 46.3 | 22.4 | 19.8 16,53 | 13.3 .

! 1955 | 27.5 | 221 | 17.6 | 15.3 11.8 TapLe V

K . 1956 | 22.0 | 17.4 | 18.8 | 153 | 129 LIFE INSURANCE IN THE E.E.C. COUNTRIES

l ) 1957 | 30.0 | 1.4 | 18.2 6.3 | 10.9 .

3 1958 | 32.3 | 7.8 | 195 | 17.0 18.5

¢ 1959 | 31y | 203 | 177 | 207 1 212 :
1960 | 2.6 | r2.6 | 18.8 | 174 9.2 Premiums paid | Premiums paid | Premiums paid
1961 30.7 15.2 20.5 21.0 Is-g (in milllons per capita (in %, of the per
196z | 36.5 17.5 | 22.7 | 244 | 2O . of dollase) (i dollars) captta incoa)

b Totsl . . . . . . . ... | 1954 772 | 395 | 33.0 | 49:4 ) 333
1985 | 31.0 | 208 | 347 | 399 | 330 . France . . . . . . ., ... . . 250.2 549 06 9

1956 | 26.4 | 263 | 24.8 | 49.0 307
s 1957 49.2 | 2L.I 33.2 | 42.9 | 31.7
- 1958 | 48.4 29-2 26-2 451 | 345 G :
1959 5 | 306 | 20 2.1 | 4% ermany . . . . . . o
1360 igﬁ io.& 37.0 21.4 25.1 : ! o 7214 13.52 13 %
1961 | 50.9 | 25.0 ) moa | 55.5 | 307
1962 | 59.1 | 27.3 | m.oa | 5911 33.8

Belgium Vo e . 130.1 14.21 1.3 %

Note: The sources from which the data glven in Table 1V are drawn are:
— As tegards the savings of individuals and companies, in all the countries considered :
Genieral Dulletin of Statistics of the Statistical Institute of the Furopean Cemmunity. Ialy . . 0 0 .0 oL L, 140.5 2.85 6.6 %,

— As regards the other data: ¢
Belgium: Compies rendue of the Caisse Générale Q*Epargne et de Retraite,
Germany: Monthly reports of the Deutsche Bundesbank. Luxembourg . ., . . . . . . 1.5
France: Annual Reports of the Conseil National du Crédit, ’ ’ :
The Netherlands: Centraal Economisch Plaan and Annual Reports of the Neder-
landsche Bank,
Iraly: Annual Reports of the Bank of Ttaly and Italian Statistical Year Book.

4.78 0.4 %

The Netherlands

244-2 21.27 2.7 %

It must be pointed out that the scanty homogeneity of the sources, the incompleteness
or even the absolute lack of certain data, and the cifferences impossible to eliminate between
definitions adopted in each country as regards particularly - social insurance have made it
impossible to reach a degree of comparability that can be regarded as satisfactory. The Source: Report presented to the Minister of Finances and Economic Affairs by the Co
figures provided must therefore mainly be taken 45 an illustration of the evolution they mittee charged with studying the financing of investments (Lorain Report - Paris YI . m.

: - Paris, 1g63).
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8o amea Ni )
Tase VI-A TasLr VIB
PURCHASES OF SECURITIES IN GERMANY, BY CATEGORIES OF BUYERS PURCHASFES OF PUBLIC SECTOR SECURITIES IN BELGIUM,
{milliards of DM) ’ BY CATEGORIES OF BUYERS
— e (milliards of Belgian francs)
1961 1962 .
Bonds Total Bonds Total 1958 1959 1960
Shares - — Shares | —- - T
Value o Value A Value A Value % Value A Value A Value A
T - Government, autonomous bodies
: ' and government-controlled crga-
Public sector . .| 065 | 1.33 | 140 | 0.68 | 50 |o22 | 164 17| 186 14.8 nizations . . . . . . . . r.o 3.8 L.y 57 Lo 4ot
\ ' Insurance and social security insti-
 Loca) bodies . [(<0.65)l(0.48)| (5.1) [(-o.19)|(-1.4} (022 (0.18)] (1-9)} (0-40) (3-2) tatons . . . .. . - . . 44 | 168 | 27 go| 45 | 187
. Bavings banks . ., . . . . . 104 1.5 4.3 T4.4 2.0 8.2
— Social insur- Fonds des rentes . . . . . . (=08 [-31. T3 43 2.1 8.
ance L (0.88)| (9.8)| (0.88)| (6.5) (1.46) |(x5.2) (1.46)|(x1.6) Credit institutes . . . . . . 6.x 23.2 3.9 13.0 0.3, 1.2
' Congo and Ruanda Burundi . . o 0.4 |~01 |~03 | ~07 | —-28
Private investors and firms . . . 15.1 57.4 | 161 53.0 | 14.9 61.8
Insurance com- | Towml . , . . 26.3 100 | 29.9 100 | 24T 100
panies . . .| 935 log2| 8oy 107 7.9 |o.3o o0 | 83! 110 | 87
I
Savings banks . o.05 | 0.6 | 005 | 04 0.08 | 08| 008 | 06 ) |
Credit institutes .| 030 | 4,18 45.6 | £.48 |33.3 0.08 | 3.12 j32.5 | 3.20 25.4 TaLE VI-C
PURCHASES OF SECURITIES IN ITALY, BY CATEGORIES OF BUYERS
— Deutsche Bun- hards of i .
desbank . . (1.00}|(11.1} (x.oo)\ (7.4) (-o.11) [(~1.1) (~0.11) [(~0:9) {tilliards of lire) : ‘
- |
| : | 0.08)| (3.2 6)| (331)[(26:3) e |
g — other banks . | (0.30)(3.19}[(35-5)] (3.49)|(25.9} (0:08) (3.23)1(33.6}) (33 961 1962 o
‘ ) : " Bonds Total " Bonds Total
- Shares Shares -
Foreign sector .| 1.42 | 0.30 | 3.3 | 1.72 |12.8 | @G0 | 273 7.6 | 1.63 | 129 | Value | % | Valie | % Valwe | % | Vale | %
Insurance and social I
West Berlin . .| o004 | 007 | o8 | oxr| od |-o001) 0.27 2.8 | o026 | 2.1 insurance institutes . 753 8.5/ 75.3| 5.8 115.5(117.2| 115.5 7.0
Cassa Depositi e Pre-
| g sttt . . . . . . 16.8| 1.9/ 168 1.3 109.3|10.6 109.3 6.4
Firms . . . .| 063|107 |11.9 | LyO 2.6 |c.6y | 031 | 3.2 0.98 | 7+ . Special credit institutes 1.9l 1.3 15.9| 0.9/ . 16,7 1.6] 167 1.0
, I " Bank of Traly and Ital-
/ 7.7 | . ian Exchange Office 24.4] 2.8 24.4| 1.9 o gl 3.8 371} 23 ‘
Privaic investors . | 241 | 125 139 | 360 |27.2 |083 ) 2.66 1277 | 349 |7 - Banks . . . . . . 227.9(25.8 227.9(17.5 506.0[48.9| 506.0[30.8 |
[ I | ) Private investors, firms : f
and foreign sector . | 416.8|528.3|50.7] 945.1|72.6| 6o8.2 | 245.3|24.1] B%7.5|52.2 ‘
tal . . . 8. 00 | 13. too | 2.49| ¢.61 | Toc |12.60 | 100 . !
Tote #3057 1 347 ' Total . . . | 416.8884.6|100[1,301.4l100] 608.2 [1,033.9{100 |1,642.1[100
i I
| 1
]
|
I
|
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TarLy VI-D

PURCHASES OF SECURITIES IN THE NETHERLANDS, BY CATEGORIES OF BUYERS

(millions of florins)

1;517. 1962
Value o, ‘;'alue o,
Tnsurance and social security institutons . . 68 28.6 6oa 347
Savings banks . . . . . . . . 260 14.8 160 9.2
Banking sector . . . . . . . . 210 1.9 250 14.5
Foreign sector . . . . . . . . 580 33.0 300 20.8
Private investors and firms . . . . . 30 1.7 360 20.8
Total . . . . . 1,760 100 1,730 100

Notes: ‘The data given in Table VI {A, B, C, D) are drawn from the following statistical
SOUICes:
Getmany: Monthly reports of the Deutsche Bundesbank.
" Belgium: Banque Nationale de Belglque, Swtistigues économiques belges, rgso-6o.
Iraly: Annual Reports of the Bank of Italy.
The Netherlands: Annual Reports of the Nederlandsche Bank.

" The original data given in Table VI have been obtained by analysing the vaniations in
the portfolios of the different categories of buyers. The purchases of securities by the * private
investors and firms ? sector have been taken as the difference between net issues and the
variations in the portfolios of the other buyers. These data can differ from those given in
Table HI relating to mew issues, since they contain also purchases of foreign securities made
on the domestic market: this factor is particularly important in the Netherlands.

The data given for the various countries are not strictly comparable, since, in particulat,
in the case of Belginm cnly the securities of the publie sector are taken into consideration,
Other differences cen be caused by the use of statistical methods that are not identical, As to
the sub-division by catégories of buyers, a satisfactory upiformity has been obtained, except
for the fact that in Italy purchases of Italian securities by foreigh buyers are added to the
purchases of private investors and firms; in Delgium, scparate data for purchases by non-
residents ave not avatlable, except in the case of residents of the Congo and Ruanda Burundi.
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: TanLr VIX
FOREIGN LONG-TERM (1) LOANS PUBLICLY ISSUED, 1961-63
(gross issues)
Country of issue  Amount Terms
United States (2)
1961
Fonds de Rétablissement du Conseil de
PEurope . . « .+« 4« .+ . $ 47,600,000 5 1/2%, at 99% - 15 years
Nippon Tel, & Tel, . » m,om)’,ooo 6%, atogs 1 jz"/: - 15 years
Kingdom of Norway . . » 18,000,000 | 51f2% at g7 1f2%, - 15 years
Conuufmwcalth of Auvstealia . » 25,000,000 | 5 1f2%, at ¢7% - 20 years
Argentine Republic (3) . » 25,000,000 6 1/2%, at 45%, - 12 years
The Japan Developmﬁnt Bank » 20,000,000 6% at gy 1/2% - 15 years
Gf)vcrnment of New Zealand » 20,000,000 53/4%, at g7 1/2%, - 15 years
Kingdom of Belgium » 25,000,000 5 1/2% at 98%, - 15 years
: Total . $ 150,600,000
1962 .
Commonwealth of Australia . $ 30,000,000 | 51/2% at 98 1/4% - 20 years
Soc. du Pipe-Line Sud. Eur, » 40,000,000 5 1/2%, at 100 1/2%, - 20 years
Kingdom of Belgium » 30,000,000 51/2% at ¢8 1j2%, - 15 years
City of Oslo . .. » 10,000,000 5 1/4%, at 98%, - 15 years
European Coal & Steel Community . » 25,000,000 5 1/4%, at 9% - 20 years
Eingdom of Denmark .o » 20,000,000 | 51/4% at 97 3/4%, - 15 yeas
Goversment of New Zealand » 25,000,000 51/4% at 97 1/2%, - 15 yeats
The Japan Development Bank » 17,500,000 6%, at 96%, - 15 years
Copenhagen Tel. Comp: Inc. » 15,000,000 55/8%, at 96.80%, - 15 years
Commonwealth of Australia IE » 30,000,000 5 1/2%, at g7 1/2%, - 15 years
Nippon Tel. & Tel, . » ' 15,000,000 6% at g6%, - 15 years
Kingdom of Norway .. » 20,000,000 5 1/2%, at 96 1/2%, - 15 years
Shin Mitsubishi Heavy Industries » 10,000,000 6 1/2%, at 100%, - 15 years
Commonwealth of Australia II1 | » 25,000,000 | 5 1/2% at 99%, - 20 years
Inter-American Development Bank » 475,000,000 41/4%, at 100%, - 20 years
L.B.R.D. e » 100,000,000 51/2%, at 98 1/4%, - 20 years
Total . $ 487,500,000
1963
Kingdom of Norway $ 25,000,000 5 1/4%, at 98 1/4%, - 15 years
Japan Government » 27,500,000 | 51/2%, at 97 3/4%, - 17 years
City of Copenhagen . » 15,000,000 5 3/8%, at 8.23%, - 15 years
City of Osle e » 10,000,000 5 1/4%, at g7 3/4%, - 15 years
The Japan Development Bank » 22,500,000 6%, at g6 1/2%, - 13 years
Rt?p. of Finland , . . . » 12,500,000 6% at 08 3/4% - 1o years
Kingdom of Denmark . » 30,000,000 5 1/4% at 98 3/4%, - 15 years
Commonwealth of Australia . » 20,000,000 59 at g7 1/2%, - 20 years
Copenhagen Telephone » 15,000,000 | 53/8% at g8% - 15 years
Mexico . . . . » 25,000,000 | 63/4% at g7.70% - 15 years
City of Milan . » 20,000,000 51/2%, at 68 3/4% - 15 years
Nippon Tel, & Tel. . e » 20,000,000 | 53/4%, at 66 3/4% - 14 years
Mitsui Co, . . . . . . . . . » 10,000,000 6 3/8%, at 100%, - 15 years
Total , % 262,500,000 .

(z) More than 5 years,

{2) Excluding the dssues of Canada and Israel.

(3) Of which $3,000,000, equivalent to D. marks 12,000,000, issued in the German Federal Republic.
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| :
(Tansz VIL consintied) . (TavLe VII continued)
Country of issue Ameount Terms [ Country of issue Amount Terms
'b :
Switzerland 1963 ‘
ro6e C«fldh;uy Brr:)thers Led. . . . . . . Sw. fics. 20,000,000 | 4 1/2% at 100%, - 15 years
Kingdom of Norway . . . . . . » 60,000,000 4 1/2%, at 100%, - 18 years
éB M. World Trade Co., New York . . Sw, fcs. 60,0;0,000 41 {{4"? a: Ioo;A, - T; years Cic des Forges de Chitillen . . . . . » 30,000,000 41/2%, at 100%, - 16 years
acor . . . - » 4;373,000 | F3/4% at 99% - 15 years Cic des Ateliers et Forges de Ja Loi .
! Philips . . e » 50,000,000 | 4 1/2“/: at 100%, - 18 years 11:: (i orges e fa towe . » 9,000,000 | 41/2%, at 100%, - 6 years
' "The Brmsh Pewoleumm Co. Lad. . . . . » Bo,000,000 | 4 1/2% at 100%, - 15 years nterkrige e e e e » 15,000,000 | 41/2% at 100% - 15 years
Commonwealth of Australia . . . . . 5 60,000,000 | 41/2% at 100%, - 15 years s Siemens leskc . e » 6o,000,000 | 4 1/2% at 100%, - 15 years
| R B b b Compis Silns & B, L e | ot oy
P e e e 000, £ - 16 Soc. t. de¢ Knutan P e/ g
Cassa per il Mezzogmrno Co e e » 50,000,000 | 41/2%, at xooo”/c, - I3 years Soc. Blecttique de 1! gf » 30,000,000 4 1/2%, at 1009, - 16 years
vOLVO . . » 40,000,000 | 4 1/2%, at 100%, - 1§ years : 4 W e » 60,000,000 | 41/2% at 100, - 16 years
valsyre—og Supcrphosphat Fabrlk Ooperuha- ! Joseph Lucas Led. .. oo L. » 50,000,000 | 41/2% at 100%, - 15 years
: gen Lo » 25,000,000 4 1/2%, at 100%, - 15 yeals Vaksdal, Bergen . . . . . . . . ) 8,000,000 4 1/2% at 99%, - 12 yeats
i Soc. Nat Chemms dc Fer Balges .o » 50,000,000 41{2%, at 100%, - I2 years Cie Frapngaise des Pétroles . . . . . » 60,000,000 41/2% at xoo% - 18 yean
] Tunnel Routier sous le Mont-Blanc . . . » 17,500,800 41/2%, at 1009, - T2 years Phoenix-Rheinrohe e o 2 years
Robert Bosch, Stuttgart . . . . . . » 50,000,000 | 4 1/2%, at 100%, - I5 years oot » 50,000,000 | 41/2% at 99% - 15 years
y Petrofina . Ce » 50,000,000 4 1/2%, at 1o0%, - 15 years Bayer A.G. . e e e » 60,000,000 41/2%, at 100%, - 18 years
| Soc. Intern, de Ia Moselle, Tréves . . . » 30,000,000 4 1/2%, at 100%, - 18 years Saugbrugsforeningen Notvége . . . . » 5,000,000 43/4% at 59% - 18 years
1 Tholer Wasscrkraftwerke . L. » 40,000,000 5%, at 100%, - 16 years Ass. Diocosaine de Besaagon . . . . . , S aon o atOI 957
B Electric & Musical Industrics L, .. . » 40,000,000 4 1/2% at 100%, - 1§ yeats ; ; e 570 o0% - 1o years
I ° Ass, Diocesaine de Besangon . . . . . » o o
République d’Autriche . . . . . . » 50,000,000 , 5% &t Teo% - - 15 years heinlrafrwerk 1,000,000 | 5% at 100%, - T years
Vaksdal Bergen . . L » 8,000,000 | 41/2%, at 99%, - 10 years Rheinkraftwerk Sickingen, Baden . » 40,000,000 | 4% at 100%, - 15 years
The British Aluminium Co ‘London . . » fo,000,000 | 41/4%, at 1o0%, - 15 years Hypothekenbank des Landes Vor-‘lr]berg-]}re«
Répubhqur: de Finlande . . . B » 30,000,000 5% at 100% - 15 years genz . . . . . . » 000,00 4 1/2%, at 1009 - !
Accinierie Falck, Milano . " 50,0001000 4 1/2%, at Icuo"/ - 15 years 5,000,000 g 1/2% 0% 12 yeats
Hypothekenbank des Landes Vorarlberngre- Total . . . . . Sw. fcs, 589,000,000
genz . . .o . » 5,000,000 4 1{2%, at 100% - 12 yeats ) 124,606,000
République d’ Argemmc e » 32,102,000 61f2%, at -95%0 - 12 years The Netherlands 34:096,000)
Total . . . . . Sw, fcs, 1,011,075,000 . 1961
% 231,425,000) LB.R.D. e e e ¥l 50,000,000 | 41/2% at 1o0%, - 20 years
Wagon-Lits . . s e » 12,500,000 413/4% at 98,5%, - 15 years
1962 Kingdom of Belgmm B » 45,000,000 43/4% at 100%, - 20 years
Albert Reed . . Coe Sw, fes, 50,000,000 | 41f2%, at T00%, - I3 years Comp. Nat. Distribution des Ea'ux Bruxe].les » 50,000,000 | 43/4% at 1w00%, - 20 years
‘Tmpetial Chemical Industries . . . - » 60,000,000 | 41/2%, at 1005, - 15 years Comp, des Téléphones de Copenhaguc .o » 25,000,000 | 43/4% at 100%, - 20 years
The Bowater Paper Corp. . . . . . » 60,000,000 41/2% at 100%, - 15 yeams E.C.5.C. e e » 50,000,000 1/2% at 1009
LB.R.D. . e e e » 100,000,000 4%, at 100%, - 11 years Futofina . T 4 e OQA - 20 yoass
Kingdom of Deamark . . . . . . » 60,000,000 | 4%/2% at 100%, - 15 years T H » 30,000,000 | 43/4% at 100%, - 15 years
Cinzano . . e e e » 10,000,000 | 5% at 100% - 12 years Belg. P'3t1")1‘31‘mmﬁﬁnad“f“l‘l] e e » 10,000,000 | 5% 4t 100% - 15 years
Mannesmann . e » 50,000,000 4 1/2%, at 100%, - I5 years -| Burop. lov. Bank .. » 50,000,000 4 1/2%, at 100%, - 20 years
International Standard Electiic . . . . » 0,000,000 | 41/2% at 100%, - 18 years Redernes Skibs Credit forening Knstmnsand » 12,500,000 | §1/2% at 100% - I4 yea
Anglo American Corp, of South Afriea . . » 50,000,000 | 5% at 100% - 12 years ! Sabena . DRy fo or 4 years
Cie des Machines Bull, Paris . . . . » 40,000,000 41/2%, at 100%, - I§ yeals Gity of Oul o e e e e e e » 22,000,000 43/4% at 99%, - 20 years
August Thyssen Hiite . . . . . . » 50,000,000 41/2%, at 1o0%, - 15 yeals Cly of Osle . . P » 30,000,000 5% at 100% - 20 years
N B = B | O = ool of Ao+ | > s | sl
? : < » 1000, o - openhague . e e » 30,000,000 | 5% at 100% - 20 :
Rhcinkraftwerk Sécki Bad .o o, at - 15 years P ine-Li : o @ . years
cinkraftwerk Sdc mgen (Ba en) » 30,000,000 4%, at 1007, 57 Z?C.qu PI}?C—Llne Sud Bar, . . . . . » 50,000,000 5% at 100%, - 20 years
i
Towl . . . . . Sw. fos. 705,000,000 rancaise des Pétroles v e » 40,000,000 5% at 100%, - 15 years
4] 161,224,000) Tetal . . ., . Fl, 577,000,000
' # 159,392,000
1
$
L
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(TssLe VII continued) (TanLr VII continued)
E ’ ‘ Countey of issue Amount Tecrms l Country of issuc Amount Tertms
i : ‘ —
f P 1963 )
: 1962 :
: I Autgstrade . . . . . . . . . $ 15,000,000 s 1/2%, at 5u%, - 15 yeats
g 1.B.R.D. R FL 40,000,000 | 4 Tj2 at gy 1/3% - 20 years Japan . . . . .5 £ 5,000,000 | 6% at g6% - 25 years
BCSC. . o o e e e s » 25,000,000 | 4 3/4% at 5% - 20 yeats Canon Camera (conv,) . . . . . . $ 5,000,000 | 61/4% at 100%, - 20 years
| Albert Reed . . . . L. e » 20,000,000 51/4% at 100%, - 15 years City of Copenhagen . . . . . . . Sw, fcs,  6o,000,000 5%, at 100% - 20 years
! Kraftlaget Opplindskraft, Oslo e e » 23,000,000 5 1/4% at 100%, - 20 years Takeda Chemical (conv) . . . . . % 5,000,000 6%, st 100%, - 20 yeats
i . o, 0, . ! n
: Furop. Inv, Bank . . . . . . » 30,000,000 43/4 %, at 100% 20 ycars Tl . . . . T s2raio00)
3 Total . . . . .. Fl. 140,000,000 1y
i & 38,674,000} i ! 1961 _
J 1963 ) ;’ LB.R.D. B Lire 15,000,000,000 5% at 100%, - 15 years
: - — | 4 24,000,000} :
Luxembourg . 1g62
1961 : Burop. fav, Bank . . . .o Lire  15,000,000,000 | 5% at T00%, - 15 years
i‘ Sacor I . v . e e e U.A. 5,000,000 5 3/4% at 0% . 17 years Inter-American Development Banlc .. » 15,000,000,000 5%, at 100%, - 30 years
i | Total . . . . . Lire  30,000,000,000
> 1962 ' 63 48.000.000)
£.C.5.G. L . Lux. fcs. 300,000,000 4 3/4% at 100%, - 15 years % 1963
Sacor 11 . . . .« « .« o« . . U.A. 5,000,000 5 3/4% At 99% - 16 years E.C.S.C. e e e e e Lire  15,000,000,000 51/2% at g7 1/2%, - 20 years
€3 24,000,000)
Total . . . . . $ 11,500,000
| Germany
1963 ‘ Ig61
Vestkraft . . . . o+ o« o« . . $ 6,000,000 | 51/2% at 90% - 20 years Argeotine Republic .. ... DM. 12,000,000 | 6 1{2%, at 95% - 12 yeats
Norges Kommunalbank . . . . U.A, 12,000,000 5 1/2%, at 9%, - 20 years Soc, Nat, Chemins de Fer Bclges Lo . $ 20,000,000 51/4% at 100%, - I5 Yyears
Fonds de Retablissement du Consml de : : Fonds de Retablissement du Conseil de
PRurope . . . o« e e e s $ 4,500,000 | 51/2% at g8 1fa%, - 15 years : IBurepe . . . .+ .« o« 4 . . DM. 7,600,000 | §1/2% at 99% - 10 years
Imatran Velma . . . . « .+ . . UA 5,000,000 6%, at 97% - 15 years Total . . & 24,900,000)
i Vost . . e e e e e e $ 10,000,000 | 53/4% at 98% - 15 years :
:1 Cassa per il Mezzogiorna . . . . . U.A. 16,000,000 5 1/2% at 9o 1{4% - 15 years 1963
| 1 Ba d e e e e ,000, r{2% at 2%, - 15 years
‘ Banco de Fomento - . ’ 70,000,006 5 1/2% at 97 /3% 37 ‘ Osaka . . . . . . . 4 . . DM. 100,000,000 6 1/2%, at 96 1/2%, - 15 years
Total . . . . . $ 63,500,600 b ¢ 25,000,000)
} 1963
Il . ' QOsaka . . . . . . . . ; DM, ‘ , y e, of Y
I United Kingdom () : oy too,000,000 | 6 2% at 98 1/29% - 15 years
i _ | rop. Inv, Bank .. » 60,000,000 51/2% at g99% - 7 years
1962 . . L  Total . . . L . DM. 160,000,000
i Teeland . . . . . <« . . £ 2,000,000 6 1/2%, at o7 1f2%, - 26 years ; ) S (F 40,000,000)
i . ' Austria -
1. ) 5,600,000) : 1y6z
‘ : ' LBRD., . . . . ' . o '
1 (r) Issues of Commonwealth countries excluded. ‘ oo ¥ 5,000,000 | 4 1f2%, at 102% - 15 yeats
I
1]+
[
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