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SUBJECT: Possible Markets for IBRD Dollar Bonds.- 

.A quick examination of a number of countries yields the results 
recorded in the Annex. It leads to the following conclusions: 

I. - As to EUROPE 

a) Germany and Switzerland are of coarse at the head of the list. 
Capital movements are quite free, implying that the government is willing 
to take the risk of capital outflows on the grounds that their present 
exchange position is strong and is likely to remain so. 

b) Next are the countries which have relatively substantial reserves 
today and which have witnessed an improvement to the point where capital 
exports, while subject to regulation, may become easier, i.e. Austria, Belgium, 
Italy, Netherlands and the United Kingdom. 

c) The position of France and Sweden is not as favorable on the face 
of it. It is, however, quite possible that France may open its doors to 
foreign issues if capital repatriation continues. It is reported that some 
German stocks are being listed on the Paris Stock Exchange. And this may 
be indicative of a tendency towards greater freedom of capital in France. 
As to Sweden, its overall position has not greatly improved over the years. 
It may be, however, that for prestige reasons the government may wish to 
allow IBRD dollar bonds to be issued. 

II. - OUTSIDE EUROPE 

Canada is an obvious choice. Aside from Canada only two countries 
come to mind: Venezuela and Japan but it is to be feared that the financial 
market in Venezuela might be too rudimentary to allow for a local placement 
and that Japan may be reluctant at this time to let foreign issues compete 
for an already narrow sup:ply of savings. 

III. - General Remarks 

a) Sterling area countries have been left out, although Australia 
and South Africa might be potential markets eventually. At this time, however, 
they themselves rely heavily on capital imports and in addition a dollar issue 
in their market would in effect be a drain on London. 

b) It is not possible to judge to what extent the denomination of 
bonds in dollars would at this stage constitute a strong attraction. Doubts 
about currency stability may well have been subdued in most European countries 
after the return to convertibility. The fact remains, however, that 
switches in foreign holdings are always possible and that new dollar bonds 
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may be substituted for existing holdings of foreign securities. Furthermore, 
some countries have fairly substantial dollar holdings in the hands of business 
or individuals other than banks. This might suggest that some short-term funds 
may be available for investment in bonds either directly in New York or through 
European intermediaties. The last column in the attached table gives some 
indication in this respect. 
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A:re reserves 
substantial? 

Have reserves 
grow over last 
3 years? 

Is acquisition of 
foreign securities 

free? 

Are there fairly 
substantial$ holdings 
by other than govern 
ment and banks? 

EUROPE 

a) Germany yes yes yes no 
SWitzerland yes yes yes yes 

b) Austria yes yes no no 
Belgium yes yes almost yes 
Italy yes yes no no 
Netherlands yes yes no no 
U.K. yes yes no yes 

c) France 
, 

no no no yea 
Sweden yes no no no 

OUTSIDE EUROPE 

Canada 
Japan 
Venezuela 

yes 
yea 
yes 

no 
no 
no 

yes 
no 
yes 

yes 
no 
yes 


