
March 24, 19-48

Governor Szyac&aJc l&iSM&Qml I t«aa vhich may

Mr* | M M -il*cueeed at K.A.C, meeting.

It tfft*9t probable t k t two additional items not y*f| listed
oa H M agenda vlll eoiŝ  up for discussion «t tomorrow's Motional Mvisory
Council meeting* One relate* to certain astters still in doubt in the
OT> legislation (Mr. Deabits is preparing a memorandum on this subject)*
The other r<9l&te& to the eh&rge to be made by thy International Bank on
its foreign loans.

With r̂ fepeet to the second questioa, the Council back in 1946
gave instructions to the !)•£* Executive ixectar approving the Bank1*
charging <*n Its loans • eu&rter of 1 p©r cent more than the coat of money
to t£$ B^ak, proTici«d that tills did not raise the total interest charge
to the borrower above 3-1/4 per cent (i.e. totel ch&rge of 4~l/<4 por cant
including the 1 per cent cosadgsion which if- p&ld into the Special Keeenre).
It v&s felt at that time ttat if the eoit of mosey to tfes Bank MWV rose
substantially above 3 p^r cent9 the need for the 1/4 per cent riargin
should b® reconsidered in the hope that it might be eliminated &nd. the
charge to borrowers bald dovn to a reasonable level.

The cost of itMHMMRI W f ^° M ^ iWlfc oa tt* basis of the
recent rantĝ  of asrket prices for it6 outstanding debenture* hag siored
?,bOTe 3 per centf and as a result the staff of tho Bank in negotiating
with the Government of Chile hag «pp«r©ntly proposed that tfee charge on
t,ae long-t^rm lô iis included in the Chilean program should be 4-1/2 per
cant (inoluding oo^tisslon) instead of the 4-lA P^r cent charged on
preyioue loan©. While time soee not permit AaalyeiB of the aeed for
the quarter per cent margin prior to conclusion of the Chilean negotiations,
the Staff Co^aittee fejjj that i strong case can probably b« m&d® for
ab&adoning this ssstrgin, nnd th&t in any tMM it would be very unfortunate
for the aatter to be prejudiced, by the- adoption of a M M rat© In the
Chiles^ cage. We vill therefore strongly urg@ at toaorrov'g RMfttag that
the U»8* Executive Director be asked to ®@e that the r&te 1& held dovn to
4-1/4 p©J* oent on the Chilean long-term loan (amounting to around 10 mil-
lion dollars) pending further study of the general rats problem,
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