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UNITED STATES POSTWAR INVESTMENT
IN LATIN AMERICA

United States long-term investment in the
Latin American Republics has been increas-
ing since World War II at a rate of about
8 per cent a year, and the aggregate amount
outstanding was about 6.5 billion dollars at
the end of 1952. Direct investment—that is,
private equity capital in enterprises that are
owned or substantially controlled by United
States investors—accounted for about 85 per
cent of this total, while 9 per cent represented
loans by the United States Government, prin-
cipally through the Export-Import Bank.
The remaining 6 per cent included holdings
of Latin American dollar bonds, other long-
term loans, and shares in enterprises whose
controlling interest is retained abroad.
United States investment in the capital and
obligations of the International Bank for
Reconstruction and Development also con-
tributed indirectly to additional dollar in-
vestment in the area.

Latin America's share of this country's
total outstanding foreign long-term invest-
ment declined from about 25 per cent to 17
per cent in the two years 1946-47, when
United States Government lending to Europe
was extraordinarily large. This ratio had
increased to about 19 per cent of the total
by the end of 1952.

More than half of the postwar additions
to investment in Latin America by United
States entities and by the International Bank

appears to have been concentrated in Vene-
zuela, Brazil, and Mexico. In the area as a
whole, most of the increase was used in
expanding the petroleum and manufactur-
ing industries. Investment in power and
transportation facilities, largely financed by
Export-Import Bank and International Bank
loans, accounted for about 10 per cent of the
postwar increase.

UNITED STATES INVESTMENT IN LATIN AMERICA
Bill
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NOTE.—End of year figures, based on data from U. S. De-

partment of Commerce and IBRD. Annual estimates of private
direct investment adjusted to the 1950 Census of Direct In-
vestment. Figures for 1952 are preliminary.
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PRIVATE INVESTMENT

In contrast to the decade following World
War I, when a large part of United States
private capital movements to Latin America
took the form of investment in dollar bonds,
no new Latin American issues have been
publicly offered in the United States since
World War II. Moreover, United States
holdings of outstanding issues declined, prin-
cipally through amortization and repatria-
tion, from an estimated 470 million dollars
(face value) at the end of 1945 to 320 mil-
lion at the end of 1951. Since other port-
folio holdings also declined, the entire post-
war increase in private capital outstanding
reflected a growth in direct investment.

Postwar additions to United States direct
investment in Latin America, including
reinvested earnings, ranged from 148 mil-
lion dollars in 1946 to 576 million in
1949. The largest additions — averaging
550 million a year—occurred in the period
1947-49 when investment in Venezuela's
petroleum industry was heavy. Increases
in direct investment averaged 350 million
dollars a year in 1950 and 1951 and it appears
that this rate was at least equaled in 1952.

Earnings retained in Latin America by
subsidiaries of United States companies have
financed approximately two-fifths of direct
investment undertaken since the war. An
additional part has been financed from earn-
ings of branches of United States companies;
however, available data do not distinguish
between the amount of such investment and
the amount financed by new United States
private capital. Reinvested earnings of sub-
sidiaries represented less than a third of ad-
ditional investment in the period prior to
1950, as compared with over half (pre-
liminary data) in 1950 and 1951.

Distribution of direct investment. An
indication of postwar changes in the dis-
tribution of United States direct investment
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in Latin America is provided by the two
most recent censuses of United States for-
eign direct investment, for 1943 and 1950.
Available data indicate that over 90 per cent
of additional investment between these two
years occurred after the war.

Additional funds were invested in all
major industries in Latin America between
1943 and 1950. As the chart shows, the
petroleum and manufacturing industries re-
ceived the major share and moved to first
and third place, respectively, in rank based
on total capital outstanding. Transportation
and public utilities dropped from first place,
with 32 per cent of United States direct in-
vestment in 1943, to second place with 22
per cent of the total in 1950. Investment
in agriculture and in mining and smelt-
ing also declined relatively over the period.

UNITED STATES DIRECT INVESTMENT
IN LATIN AMERICA, 1943 AND 1950
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NOTE.—Based on census da».a trom U. S. Departments of
Commerce and Treasury. Other countries include the remain-
ing 14 Latin American republics.
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The geographic distribution of direct in-
vestment in Latin America also changed
substantially from 1943 to 1950. Direct in-
vestment more than doubled in Brazil, Costa
Rica, Panama, Uruguay, and Venezuela, and
almost doubled in Peru. It declined, how-
ever, in Argentina, Bolivia, Haiti, and Para-
guay. Increases occurred in the remaining
ten republics but they were less than the
area average of 72 per cent.

Factors affecting private investment. In
general, changes in conditions of world de-
mand and supply during the postwar period
increased incentives for additional United
States and other foreign private investment
in Latin America, particularly in the de-
velopment of raw materials. Because con-
ditions that affect the security and profitabil-
ity of foreign investment varied widely,
however, countries that seemed to have the
requisite natural resources did not neces-
sarily experience the largest increases in di-
rect foreign investment.

Restraining influences on private invest-
ment in Latin America have taken a variety
of forms, ranging from the absence of ade-
quate facilities for power, transportation, and
communications, to strong nationalistic tend-
encies that have adversely affected foreign-
owned enterprises. Of special significance in
a number of countries have been the adverse
effects of inflation, discriminatory exchange
rates, and exchange controls. These effects
have been greatest in export industries and
in such industries as public utilities which
are subject to price and rate controls.

Exchange controls and discriminatory ex-
change practices have affected incentives to
new foreign private investment also by re-
stricting earnings transfers and by limiting
certain capital transactions to unfavorable
exchange rates. A part of the postwar in-
vestment in manufacturing, however, prob-
ably resulted from certain types of trade con-

MAY 1953

trols and exchange restrictions that were
introduced primarily for limiting imports.
Such practices apparently induced some
United States companies to construct facili-
ties in Latin America for the local produc-
tion of commodities whose importation was
prohibited or held under strict control. In
a few cases, exchange controls have also
tended to increase temporarily the apparent
level of direct investment in Latin America
by preventing the remittance of earnings
to parent companies in the United States.

Venezuela was noteworthy among the
Latin American countries that attracted for-
eign private capital and it received over 30
per cent of additional United States direct
investment in Latin America between 1943
and 1950. Most of this increase went into
the petroleum industry, where the participa-
tion of foreign private capital has been offi-
cially encouraged since the discovery of
Venezuelan oil in 1918. However, Vene-
zuela's official policy toward foreign private
capital, coupled with monetary and exchange
stability and the absence of restrictions on
currency convertibility, was also reflected in
the growth of United States direct invest-
ment in other industries. This growth
amounted to more than 100 million dollars,
or over 300 per cent, between 1943 and 1950.

Although the combination of profitable
investment opportunities and a favorable
climate for foreign capital has not existed
in other Latin American countries to the
same extent that it has in Venezuela, marked
improvements in investment conditions have
taken place in a number of countries during
recent years. Colombia and Peru have re-
cently enacted petroleum laws that are simi-
lar in a number of respects to the Venezuelan
legislation. They also have provided addi-
tional inducements to foreign investors pri-
marily through the removal of almost all
restrictions on the movements of foreign-

447

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

May 1953



UNITED STATES POSTWAR INVESTMENT IN LATIN AMERICA

owned capital. Other countries have pro-
vided special inducements to certain types
of investment by offering tax and tariff con-
cessions, by granting certain exchange privi-
leges, and by relaxing restrictions on the
kinds of investment that foreigners can
make. Several countries have also indicated
an interest in promoting wider dissemi-
nation in the United States of information
concerning investment opportunities.

Loans by the International Bank and the
Export-Import Bank for the development of
transportation, communications, and power
facilities may serve to enhance future oppor-
tunities for private investors.

UNITED STATES GOVERNMENT INVESTMENT

The flow of capital from the United States
Government to Latin America since the
war has been almost entirely in the form
of Export-Import Bank loans. Other credits,
related principally to surplus property sales
and the sale of merchant ships, have been
relatively small. In addition, various forms
of technical aid have been provided under
United States Government grants.

The Export-Import Bank has engaged in
broad lending activities in Latin America
serving such widely different purposes as
general economic development, balance of
payments assistance, and the expansion of
strategic materials supplies for mutual de-
fense. Most of the Bank's lending in this
area has been undertaken on a project basis
and for general developmental purposes.
The Bank's loans, which are intended to
supplement private capital, have been made
both to foreign governments and to private
borrowers, including foreign subsidiaries of
United States corporations. Loans to private
borrowers have been made both with and
without the guarantee of the government of
the country where the investment is made.

In the seven years ending last December,
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the Bank authorized loans for Latin America
totaling 863 million dollars, disbursed 593
million under these and earlier authoriza-
tions, and received repayments totaling 240
million. Although net disbursements varied
from year to year, they represented a sus-
tained capital contribution and showed a
tendency to attain higher levels toward the
end of the period. Since the period of heavy
outlays for European reconstruction prior to
1948, Latin America has received nearly half
of the Bank's net disbursements to all areas.
As the table shows, undisbursed credits still
available to Latin America at the end of
1952 totaled 379 million dollars.

Most of the Bank's disbursements in Latin
America have been made to Argentina,
Brazil, Chile, and Mexico. In Latin Amer-
ica as a whole, disbursements have been
utilized primarily for expanding and im-
proving transportation and manufacturing
facilities. Most of the funds provided for
transportation were invested in Mexico and
Brazil, largely for railway improvements.

LOANS TO LATIN AMERICA BY EXPORT-IMPORT BANK AND

INTERNATIONAL BANK FOR RECONSTRUCTION

AND DEVELOPMENT, 1946-52

[In millions of dollars]

Country

Argentina...
Brazil
Chile
Colombia. . .
Cuba
Mexico
Venezuela...
Other Latin

America. .

Total

Export-Import Bank

Au-
thor-
iza-

tions

130
258

76
51
12

221
15

100

863

Disburse-
ments 1

Gross

97
90

111
44
12

159
10

70

593

Net

97
36
69
22

— 1
80

6

44

353

Undis-
bursed

balance,
Dec. 31,

1952 2

5
190

9
22

6
97

4

46

379

International Bank
for Reconstruction
and Development

Au-
thor-
iza-

tions

143
17
55

90

60

365

Gross
dis-

burse-
ments

96
13
23

48

18

U 9 8

Undis-
bursed

balance,
Dec. 31,

1952 3

47
5

32

33

41

157

1 Includes disbursements under loans authorized prior to 1946.
2Excludes cancellations and expirations. Includes undisbursed

balance of 5.4 million dollars from loans authorized prior to 1946.
3Excludes cancellations of 9.5 million dollars from credits to

Mexico and of 0.1 million from credits to Colombia.
4Net disbursements totaled 197 million dollars; repayments of

0.5 million each were made by Chile and Colombia.
NOTE.—Derived from Export-Import Bank and IBRD data.

Details may not add to totals because of rounding.
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The largest disbursements in the field of
manufacturing were for equipment for the
Chilean steel industry, while other disburse-
ments in this field were made for various
projects primarily in Mexico and Brazil.
Outlays for electric power development were
devoted largely to projects in Mexico.

A number of the Bank's more recent
Latin American loans have been made in
connection with the development of sources
of strategic materials for mutual defense.
At the end of 1952, 110 million dollars of
these credits remained to be utilized. Most
of this amount is destined for development
of manganese ore deposits in Brazil.

Three of the Bank's postwar loans to Latin
America were not of the project type. One
was a balance of payments credit of 25 mil-
lion dollars extended to Chile in 1949 fol-
lowing a sharp decline in the price of copper,
the country's principal export. The purpose
of the loan was to finance general imports
of equipment, materials, and services, on
order in the United States, which were
deemed essential for continuation of the
Chilean economic development program.

In 1950 a loan of 125 million dollars was
granted to Argentina to liquidate past-due
dollar obligations to United States com-
mercial creditors. This loan was occasioned
primarily by large postwar Argentine trade
deficits with the United States which were
accompanied by a severe decline in Argen-
tine gold and dollar reserves. Actual dis-
bursements totaled 96.5 million dollars. Re-
payment is scheduled to begin next year and
to be completed in 1963.

In February of this year the Bank ap-
proved a 300 million dollar credit to Brazil
(not included in the table on page 448)
which, like the loan to Argentina, is to be
used for liquidating past-due obligations to
United States exporters. The loan is to be
repaid over a period of three years.
MAY 1953

INVESTMENT THROUGH THE INTERNATIONAL

BANK FOR RECONSTRUCTION AND

DEVELOPMENT

During the postwar period United States
capital has also been invested abroad indi-
rectly through loans made by the Inter-
national Bank for Reconstruction and De-
velopment. As a member of the Bank, the
United States Government has paid in 635
million dollars on its subscription to the
Bank's capital. In addition, private in-
vestors in the United States have supplied
most of the 633 million dollars in loanable
funds which the Bank has obtained through
the sale of its own and borrowers' obliga-
tions on private capital markets.

With the exception of four European re-
construction loans, the Bank's lending op-
erations have been devoted to basic develop-
mental projects in less developed areas.
These operations have been noteworthy for
the emphasis placed on evaluating loan
projects in relation to the borrowing coun-
try's over-all development requirements. Ac-
cording to the Bank's statutes, all loans are
guaranteed by the member government in
whose territory the investment is made.

By the end of 1952, the Bank's Latin Amer-
ican loan authorizations totaled 365 mil-
lion dollars, while disbursements totaled 198
million. More than three-fourths of both
authorizations and disbursements repre-
sented loans to Brazil, Mexico, and Colombia.

By far the largest share of the Bank's
Latin American loans has been devoted to
electric power development, as is shown in
the chart on the next page. In this field,
which has declined in importance as an
attraction for private investors, the Bank's
commitments to the area at the end of 1952
totaled 277 million dollars. Over half of
these commitments have been disbursed,
principally to Brazil and Mexico.

The Bank's remaining Latin American
449
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LOAN DISBURSEMENTS OF EXPORT-IMPORT BANK
AND IBRD TO LATIN AMERICA
TOTAL 1946-52, BY INDUSTRY
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NOTE.—Derived from Export-Import Bank and IBRD data.
Excludes disbursements of 120 million dollars under balance
of payments loans to Argentina and Chile, and disbursements
of 29 million for miscellaneous purposes.

loans were made principally for the improve-
ment of transportation facilities in Brazil,
Colombia, Nicaragua, and Peru. At the end
of last year, 47 million dollars remained un-
disbursed on such loans. Loans for farm
mechanization, irrigation, and other agricul-
tural improvements totaled 17 million dol-
lars, with 10 million disbursed.

CONCLUSION

The level of United States investment in
Latin America has been increasing since
1945 at a rate which would double the total
amount in a ten-year period. The nature as
well as the volume of this investment has
been such as to contribute materially towards
accelerating the area's economic develop-
ment. Loans by the Export-Import Bank
and the International Bank are financing the
expansion of basic facilities that tend to in-
crease investment opportunities for both
domestic and foreign private capital. The
postwar flow of private United States capital,

moreover, has been almost exclusively in the
form of direct investment which is generally
accompanied by technical and managerial
skills.

Opportunities for the profitable invest-
ment of private capital in Latin America
have been affected favorably during the post-
war years by developments that tended to
increase world demand for commodities pro-
duced in Latin America and to reduce their
availability from alternative sources. Other
factors, however, tended to restrain effective
demand for Latin America's products and
to create impediments to foreign private in-
vestment. These included currency incon-
vertibility and a wide variety of exchange
and trade controls in Latin America and in
most of the nondollar area.

Future prospects for private investment
in Latin America will depend to a consider-
able extent on world political developments
and on the ability of major industrial areas
to sustain high levels of employment and
output. Continued growth in world produc-
tion and the relaxation of exchange and trade
restrictions would contribute to further in-
creases in the demand for Latin America's
products. In these circumstances, addi-
tional incentives would be offered for invest-
ment in industries supplying both the foreign
and domestic markets of Latin America.

The extent to which foreign private capi-
tal will participate in the area's economic
development will be influenced in large part,
however, by Latin American economic and
political policies that have a bearing on for-
eign investment. Official policies contribut-
ing to monetary stability and assuring a wel-
come to foreign capital on mutually advan-
tageous terms, and the emergence of public
attitudes that support such policies, are gen-
erally regarded as effective inducements to
foreign private investment.

450 FEDERAL RESERVE BULLETIN

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

May 1953


