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EXPORT-IMPORT BAinC OF WASHINGTON
Washington 25

March 22,

My dear l!r, Snyder:

Transmitted herewith is a statement prepared "by representatives

of this office and of the Department of State in support of a proposed

increase of $500,000,000 in the lending authority of the Export-Import

Bank of Washington in order to place the Bank in a position to extend

additional credits in Latin America,

It is respectfully requested that this matter "be given considera-

tion "by the National Advisory Council.

Sincerely yours,

/s/ Win. McC. Martin, Jr.

Wm. McC. Martin, Jr.
Chairman

Honor&tole John W. Snyder
Chairman, Na t iona l Advisory Council

Treasury Department
Washington, D. C.
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PROPOSED INCREASE IN TK3 LOT) ING AUTHORITY OF TH3 3XPOR1^ IITORT 3ANX

Proposed Request

It is proposed that Congress be requested to authorise an increase

of $500 million in the lending authority of the Export-Import Bank*

This increase, although the legislation to be proposed would not so

state, is intended to enable the Bank to assist in meeting the develop-

ment needs of the Latin American Republics,

The Heed for Development Financing in the Latin American Republics

The economies of Latin America are relatively undeveloped. The

combined population of the Latin American Republics is equal to that

of the United States; in contrast, thoir total annual production of

goods and services is less than one—tenth that of the United States.

Individual income and the standard of living of most of the people of

Latin America is accordingly extremely low. As a result, there is a

widespread demand for the improvement and expansion of production and

economic development has become the foremost objective of Latin American

public policy. At the same time, however, existing income is so low

that little surplus is available for investment in the expansion of

production facilities. Progress toward the realization of this

objective has accordingly been slow.

Substantial and continued progress in the development of the

resources and industries of Latin America is possible only on the

basis of foreign financing. Latin America is not unique in this

respect. The United States was for many decades, until World War I
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in fact, a heavy "borrower and debtor on international account. Its

rapid economic development proceeded on the basis of the toil, the

energy and the genius of its people "but it was made possible by a

steady stream of investment from abroad. The lack of an equally

large flow of foreign capital does not, of course, alone account

for the retarded development of Latin America but at this time more

than ever before, the lack of sufficient foreign financing is

crucial. The need for foreign financing is pressing in part because

domestic savings have not been adequate to permit productive facilities

to keep pace with population growth in Latin America. In part the

urgent need for foreign financing reflects the long interruption in

the flow of capital which occurred during the depression of the 193O's

and World War II, and which was relieved in part by credits extended

by the Export-Import Bank, Existing production facilities could not

be maintained and essential replacement and improvement did not occur,

as witnessed by the fact that today, with world markets ready to absorb

all that can be produced, Latin American output of many basic materials

is lower than it was in 1929. Although at this time incomes are higher

than in the past, the surplus available for investment is still grossly

inadequate to meet the needs.

Furthermore, a substantial part of the quipment, materials and

technical knowledge necessary for economic development must come

from abroad and be paid for in foreign exchange. Such funds as are

available in Latin America for investment cannot always be translated

into foreign exchange with which necessary acquisitions from abroad

can be made.
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The United States by reason of its historical relation with

those countries and its superior economic position is the source to

which the Latin American Republics look for equipment, materials and

technology as well as for the financing which is required to pay for

such supplies.

Interest of the United States in Financing Latin American Development

The economic development of Latin America will serve essential

interests of the United States, L basic cornerstone of our foreign

policy is the cooperation among the American Republics incorporated

in the inter-American system. Such cooperation can best be assured

if there is continued expansion of production, increase in trade

activity, and rising standards of living in the other American

Republics, Continued retardation in their economies would endanger

their economic and political stability, adversely affect the ability

and will of our sister republics to cooperate in fields of joint

interest and might lead to adoption by them of national economic

policies which would adversely affect United States economic interests.

The future well-being of our oxvn economy indicates that this

Government should take steps to assure a continuation of high levels

of interchange of commodities and services between the United States

and the other American Republics. History has shown that the foreign

trade of a country expands as that country's economy develops, and it

can bo confidently predicted that United States trade with Latin America

will increase as the economy of Latin America develops. Furthermore, it

is in our national interest to help develop nearby sources of those
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essential raw materials which are becoming less abundant within our

own territorial limits. Many of these materials are present in largo

volumes in Latin America: for example, petroleum, iron, copper and

lead. Other materials which we need from abroad and often import from

distant regions, arc also present in abundance in the countries to the

south of us: for example, tin, manganese, chrome, lumber, bcrillium,

mica, mercury, nickel and others. These materials in primary and in

processed forms can be made available to meet the requirements of the

United States and of its friendly neighbors only by means of a

considerable volume of capital investment. Such investment is needed

to establish and develop mines, transportation and power facilities,

processing plants and other installations. The needs both of the

United States and the other Anorican Republics require the further

development of these and other resources.

Necessity for Increase of Lending iiUthority of the Export-Import Bank

The total amount of foreign capital which the Latin American

countries require and can soundly and efficiently use for economic

development cannot be stated precisely. Canada, with a national income

approximately equal to that of the Latin American Republics combined

but with less than a tenth of their population, is currently investing

no re than Sl-3 billion per year in its productive plant and equipment.

The United States, with a population equal to that of the Latin American

Republics combined but with a national income more than ten times as

great, is currently putting more than v30 billion per year into plant
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and equipment. / In any case, it is evident that the economic expansion
A

of Latin America will not be limited by any lack of opportunities for

development.

f The proposed Sî 00 million increase in the lending authority of

the Export-Import Bank is required to meet legitimate and pressing

development financing requirements which are not being met at this

tine by private capital and the International Bank. As a result of

the greater encouragement which it is hoped Latin America will give

to private foreign capital, such capital may b^-es^ectccHbo provide

t+ra major source of foreign investment flowing into Latin America*

However, private capital will not fully meet the amount and range of

needs for foreign capital in Latin America. The range of claims

upon the International Bank and the limitations which in practice

surround the increase of its available funds indicate that its

contributions must necessarily fall far short of the real needs of

Latin America. Moreover, the United States has a special interest,

particularly under present world conditions in a range of appropriate

n.nd desirable developmental projects which are not immediately attractive

to private capital and which do not come within the charter provisions "

of the International Bank.

The existing resources of the Export-Import Bank do not premit

it to undertake any significant amount of additional financing for

Latin America. At present, v500 million of its existing lending

authority remains uncommitted. To this may accrue approximately
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vl30 million from repayments of principal in the course of the

current year. However at this time the Bank has before it requests

for credits considerably in excess of the total lending authority

at its disposal. Formal applications and informal requests from

Latin America alone at this moment amount to 0450 million, Many

of these requests may be inappropriate or faulty in some respects,

but new requests from countries all over the world are received in

considerable volume each day. The Bank cannot consider Latin America

to the exclusion of all other areas. Furthermore, with loans

outstanding or committed in the amount of 03*000,000,000, prudent

management requires that the Bank reserve at all times a substantial

fund for working capital and to meet contingencies which may arise

in connection with loans now outstanding. Consequently, without

the addition of v500 million to its lending authority, the Bank

will not be in a position to extend any significant amount of new

credit to Latin America,

In utilizing the proposed additional lending authority, the

Bank contemplates no departure from the criteria which it now

applies in the consideration of loan applications. Credit commitments

will be made, as at present, for well-planned projects which are

economically justified. The terms of credits will vary from short

to long depending on the circumstances in each case.
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