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The Southern Italy Pevelopment Fund (Cassa per il Mezzogiorno) is today

(April 22) borrowing $70,000,000 in a combined operation consisting of issues

of $30,000,000 of bonds in the New York investment market, and loans equivalent

to $20,000,000 each from the European Investment Bank and from the World Bank.

The bonds and the loans are guaranteed as to payment of principal and interest

by the Republic of Italy. Today's transaction marks the first borrowing by the

Southern Italy Development Fund in the New York capital market.

A group of investment firms headed by Morgan Stanley & Co. will offer

$20,000,000 of Fifteen Year 51% Sinking Fund Bonds, due May 1, 1974, at 97A2

and accrued interest to yield approximately 5.75% to maturity. Morgan Stanlcy

& Co., as agent for the Southern Italy Development Fund, will place $5,000,000

of Four Year 4-3/4% Bonds and $5,000,000 of Five Year 4-3/4% Bonds with institu-

tions including commercial banks. The Four and Five Year Bonds will be priced

at 100%.

Principal and interest on the bonds will be payable in New York City in

United States currency. The four and five year bonds are not redeemable. The

fifteen year bonds are not redeemable prior to May 1, 1969 except through

operation of a sinking fund, which will begin on November 1, 1964 and is designed

t3 retire the entire issue by maturity.
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The Cassa per il Mezzogiorno was created by the Republic of Italy in

1950 to carry out a large program of public wnrks in southern Italy in the

fields of agriculture, transport and public health. The Cassa also extends

credit and provides other assistance to promote the development of agricul-

ture and industry in the South. The lire equivalent of the net proceeds

from the sale of $30,000,000 of bonds will be applied to the general program

of the Cassa.

The loans equivalent to $40,000,000 from the European Investment Bank

(EIB) and from the World Bank will help to finance the Mercure thermal

electric power project south of Naples and two industrial projects in Sicily,

the SINCAT and CELENE petrochemical plants, both near Augusta. The Cassa

will re-lend $18.,000,0oo to the company carrying out the Mercure power pro-

ject, and $22,000,000 to a regional agency for re-lending to the industrial

concerns. The EIB loan bears interest of 5-5/8% per annum. The World Bank

loan bears interest of 5-3/4% including the 1% commission which is allocated

to the Bank's Special Reserve. Both loans to the Cassa are fora total term

of 20 years with amortization beginning in 1963. Repayment of the industrial

loans will be completed in 1971 and repayment of the power loan will be com-

pleted in 1979.

The loan by the European Investment Bank, which was established in 1958,

marks the beginning of its credit activity. This is the Cassa's sixth loan

from the World Bank, bringing total World Bank lending for the Cassa program

to nearly $260,000,000.
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DESCRIPTION OF PROJECTS BEING FINANCED BY THE
EUROPEAN INVESTMENT BANK AND TUE WORLD BANK

The three projects for which the EIB and World Bank loans were made have

high economic priority in Italy's program for the development of the south. The

Mercure power project is needed to meet the growing demand for power stemming from

the industrial growth of southern Italy. The two industrial plants will greatly

benefit the economy of Sicily. The two projects taken together will form one of the

most complete industrial chemical complexes in Europe. They are located in an area

possessing the natural advantage of locally available raw materials -- sulphur,

potash minerals, rock salt and crude oil. Phosphate rock, the only other necessary

material, can be imported from North Africa, and a nearby refinery produces light

oil fractions.

SINCAT Industrial Project

The share capital of SINCAT (Societa Catanese S.p.A.) is held by two companies

which are owned by Societa Edison, one of the largest power concerns in Italy and

one which also has extensive industrial holdings. SINCAT is developing an inte-

grated chemical manufacturing complex north of Syracuse at Priolo, Sicily, and the

project now being financed is the third stage of this development. Two earlier

loans from theWorld Bank were used for the financing of the first two stages of the

plant. In the first stage a plant for the annual production of 100,000 tons of

complex fertilizer was built, and is now producing at nearly rated capacity. The

second stage included the expansion of the complex fertilizer production to 300,000

tons a year; the addition of facilities for the production of ammonia and ammonium

salts, caustic soda, chlorine and chlorine derivatives and potash salts; and the

opening of a mine at Sta. Catarina for the extraction of potassium-bearing minerals.

The total cost of these two stages was equivalent to $1.5 million, of which $18.6

million was provided from the earlier World Bank loans to the Cassa. The third

stage, where the EIB and the World Bank are joining in the financing, will mark

SINCAT's entry into the petrochemical field with the production of ethylene and
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ethylene derivatives. It also includes an increase in capacity in the production

of complex fertilizers and related chemicals. The EIB and World Bank loans will

be used only for the financing of new facilities for the production of petro-

chemicals and caustic potash, and will provide $14 million of the total cost of

$28.5 million.

CELENE Industrial Project

The share capital of S.p.A. Celene is owned half by Societa Edison and half

by Ellettrografite di formo Allione of Milan, a subsidiary of Union Carbide

Corporation of the U.S.A. The CELENE company will purchase ethylene from SINCAT

for the production of polyethylene (10,000 tons a year), ethylene oxide and

derivatives at a plant to be built next to the SINCAT property. The total cost

of this plant is estimated at the equivalent of $21.6 million, of which $8 million

will be financed equally from the World Bank and EIB loans.

MERCURE Power Project

The Mercure project consists of the construction of a 210,000-kilowatt thermal

power plant on the Mercure River about 120 miles (190 kms.) southeast of Naples.

Fuel for the plant will be obtained from brown coal deposits at the site, thus

eliminating the need for imported fuel. The total cost of the project is

estimated at the equivalent of about $40 million, of which $18 million will be

provided from ETB and World Bank funds.

The project forms part of an expansion program being carried out by a group

of companies controlled by the Societa Meridionale di Elettricita (SME). SME is

responsible for the generation, distribution and sale of power in the southern part

of the Italian peninsula, an area of some 57,000 square kilometers with a popula-

tion of 11.2 million. The power market in the SME area is characterized by

relatively large industrial consumption, with industry accounting for nearly 60% of

total sales in 1958. The most important industries served are metals, machinery,

shipbuilding, textiles and food processing. Demand for power in this area has been

increasing at an average annual rate of 9% since 1952 and is expected to continue

to increase at about the same rate over the next five years.


