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The World Bank today made a loan of $10,765,000 to provide capital

for the modernization and expansion of 11 private industrial enterprises in

Austria. About two-thirds of the loan will assist firms in the pulp and

paper industry, and the remainder will be for textile, chemical and engineering

manufacturers.

The Chemical Corn Exchange Bank, Irving Trust Company and Manufacturers

Trust Company are participating in the loan, without the World Bank's

guarantee, for a total amount of $1,067,900. This represents the first six

maturities which fall due between October 1, 1959 and April 1, 1962.

At the present time, long-term capital for industrial development can

be found in Austria only in limited amounts. Since the end of the war, the

re-equipment and expansion of Austrian industry has been financed mainly by

retained earnings and the counterpart of funds received from the United States

under the European Recovery Progra, and by some credits from comercial banks.

The termination of U.S. aid has made it important to find other sources of

long-term capital, particularly since the progress of measures for economic

integration in Europe increases the need to improve the competitive position

of Austrian industry.

The loan was made to the newly established Oesterreichische Investitions-

kredit A.G. (Austrian Investment Credit Corporation), which will re-lend the

proceeds to 11 private companies in amounts ranging from about $500,000 to

nearly $2,000,000, and for terms ranging from 10 to 18 years. This Corporation
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has been set up under the auspices of the principal commercial banks in Austria.

At present it has only a nominal share capital, but it is intended that later

it will increase its capital and issue shares to the public. With these and

other additional funds it should be able to play a useful role in the develop-

ment of the Austrian capital market.

Six of the loans to be made from the proceeds of the Bank loan will be

to firms in the pulp and paper industry. This industry regained its pre-war

level of output in 1950, and has since expanded in a remarkable fashion aided

greatly by financing under the European Recovery Program. In 1956 the produc-

tion of chemical pulp was 60% above the pre-war level, the production of paper

and board was 80% higher and of mechanical pulp, 90%. The industry has been

able to meet all domestic needs for its products, and its exports of pulp and

paper now account for 10% of all Austrian exports.

The industry is now shifting emphasis from expansion to modernization

of plant which will increase efficiency of production, and to the processing of

larger quantities of pulp into paper which is commercially more advantageous.

The projects being undertaken with the help of the Bank's loan are mainly for

the installation of new paper-making machines or for the modernization of fuel

and power installations. They will improve the competitive positions of the

firms and make possible additional earnings of foreign exchange.

Three of the loans are for textile manufacturers: one for the production

of worsted yarns, another for the production of rayon yarns, and the third for

the manufacture of hosiery and other knitwear. The other two loans are for the

construction of a new factory for Austria's largest private producer of

electrical equipment; and for the expansion of facilities for the production of

polyvinyl chloride, one of the chief raw materials for the manufacture of

plastics.
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The 11 projects will cost a total equivalent to $29 million and the

companies have arranged to provide the funds which will be needed in addition

to the Bank loan.

The Bank's loan is for a term of 18 years and bears interest of 54%

including the 1% commission which is allocated to the Bank's Special Reserve.

Amortization will begin October 1, 1959. The loan is guaranteed by the

Government of Austria.

The Bank has now made six loans in Austria totaling the equivalent of

$67.3 million. The other five loans were all for the development of electric

power.

After having been approved by the Bank's Executive Directors the loan

documents were signed by His Excellency, Dr. Wilfried Platzer, Austrian

Ambassador in Washington, on behalf of the Government of Austria and of the

Oesterreichische Investitionskredit, and by J. Burke Knapp, Vice President,

on behalf of the World Bank.




