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The High Authority's investment programiie to increase
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productivity got underway in January and February with
allocations totallin~ 475 wmillion to 41 Commmunity firms.
The loans resulted from the portioning out of the £100
nillion borrowed Trom the United Btates Export-Import

Bank in April, 1954,

The canital investment loans went

to enterprises proposing to modernize nndersround and
surface installations in collieries and iron ore mines
and to build thermal power stations. All loans were
made in dollars and the necessary exchange for renayuent
due in dollars has been raranteed b, the governments of

he member states.

Twenty-five million dollars already have been set aside

for reo-lendinz in the six uember nations Lo wnirivate con-
tractors for construction of miners' housing nrojects.
in announcement of the dignosition of the housinzg loans
is exnected in the naxt two wmonths. It is likely that
sonme of this money will be owtained from other sources
than the imerican sun. Further industriel loans way
therefore be expected oubt of The total hundred million

dollars.,
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Loans Sour Private Investment

At the outset of th: investuent prograume, the High
Authority ruled that it would lend only = portwon f the
funds requlred for investient wrojects -- requiring firas
to zo elsewhere for tiie remaininz capital. This policy,
counled with the High Authority's strong credit position

and low interesty rates, hag Tzeilitated amonz the horrow-
ing firms a total investment more than four times as great
as the direct loans made by the High Authority.

& breakdown of financiny for the initial 60 million
of projects is sumiarized as follows:

Hish Authority Loans 60 million
iubo-~financing by firms 83 "
Various loans 102 "
lLiscellaneous soarhep 2 "
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The total amount for 2ll the proiects iz estimeted at
®340 nillion -~ esuivalent to about 65 per cent of one
denr' uotal investilents in the coal indusiry at the rate

o .

or invegtment norasl in Couamun’ty countriss since the war.

Loans alre=ady 21located ond loans Dropouv for re-
ease in 1955 were in Lkeenius with the Ligh suthority's
ennounced investment aimg unde in Ja nuﬁrsa 1054, A%t that
time, the High Authority give priority to increasing pro-
ductivity in the raw matericsls-—extracting industries on

the zrounds that high pro“uCtlon costs in this gector
were =z Geterrent to the cxhansion of ‘the counnon market.
No allocations were made for steel plants.

The Eigh Authority's loan w
scribed. ILihty-four re uvents b
for sums totalling 7144 nillion 4

g, 111 & sense, OvVersub-

57 11¢Mb were received
llors,. he iich Autrority

exanined each case on 1ts nerits aQQ,UQOU:u forced by the

lesser amount of Funds at ite disrosal to reduce the sum

of its loans, did not do so equﬁllj o 2ll Dorrowers.

+) The maxim:w amount loaned by the U.gn Authority
for any sin-le »roject was 30 ner cent, the

winimam 15, and th.e average :2 per cent.
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Banks Reduce Interest Rates to Community Firms

The original loan of #1000 million nezotiated with the
United States Export-Import Bank was wade on very much the
sane terms as those nrevailing on the American capital
market. The amount was renayable within 25 years at 3 7/8ths
per cent interest. The Hipsh Authority's loans, in turn,
were wade at 2 rate of 4.1 ner cent with a 25-year repay-
ment period -- terms notably more favourable than those
current in Yestern Zurope. 4is a result, interest rates
on market loans received by the 41 firms took a drop. For
instance, Germany's Xreditanstalt bvank lent to German firms
participating in the Community investment programnme amounts
matching the High Authority allocation and at a rate, in
nost cases, of seven per cent with repayment in 25 years
This was in favourable contrast to terms usuvally offered
by the scme bank which started from 9 1/2 per cent for
shorter period loans.

The High Authority, thws, could claim an indirect as
well as direct influence in providing cheaper investment
finencing for Community firms.

Thig indirect influence on the capital market in-
creased in January. The High Authority arranced with
its German banks that they should use the extra credit
facilities afforded them by their High Authority deposits
to provide medium-term loans Lo Community enterprises on
advantageous terms. The German banks have lent 12 willion |
at 4 7/5ths-per cent for 5-year periods (the average rate
for wedium~-ternm loans in Gernany is 7 1/2 per cent). Talks
are in progress in France go that this exaanlie may be
followed there. |

The High Authority's assets, which come from the pro-
ceeds of the levy on Cowmiwniity coal and steel production
mist, of course, reaain licuid. Its least liguid assets
are com:itted in deposits withdrawable at one year's
notice. The hanks sre not leuding the High Authority's
uoney: they are umerely maliing use in the classic nanner
of the credit facilities which the High Authority's funds
give theu. The new depertire is that the High Authority
has ensured that these credits are allocated to the coal
and steel firms of the Comwmnity at rates lower than those
normally offered on the Zuropean capital markets,
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Lowering Costs

The effect of the loans in lowering production costs
may be cauged from the following passage in the report
cated seoﬂuury 1255, nade to the Lsseuwbly hy its Investment
Commission:

"In the Ruhr coalfield on average saving of slizhily
wore than ®0.25 2 ton ig _pecteﬂ from investiients
affecting 25 willion tons. In the coalfields of the
rord and Da%—de—Caluw in France, {the concentration

of mroduction will result in a savinz of *1 a ton on
nearly 200,000 tons a year; the exte nsion of a shaft

will lead to an econowy of %$1.30 a ton on 600,000 tons
year. . Savings will result slso fruu the mouernls«

ng and exnansion of tiermaT power stations...

1 the o&JL,the hetier use o7 TOW"rade nroducts
erpected in one power station will lead to an

increase of 40.25 a ton in the market value of

the whole output of the Saar nines (16,000,000 tons

a year)."
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Loans Iai Staze in Community Crowth
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The first loans by the High Autnovlty nark an iwmportant
gtage in the history of the Co2l and Stzel Coamunity: it has
now talzen its nlace as m institution actively "sstting in
the financing of investiients in the coal-mining and iron
industries.

The tmwmis for this »olicy is set forth in Articlce 49
to 56 01 the Treaty establishing the Cominunity. Under the
termg of these h?tlclea, the High Authority ney Tacilitate
investuent programmes by grantlng loang to enterprises or
by giving its guarantec to other loans which they may
contract. It is, however, nrecludasd from actunlly en-
saging in the banking onrerations required to cqr“y out
its financial obligations. Outeside bunking aachinery is,
therafore, employed o1 both loans the High Authority it-
self contracts for and tl.ose granted to dindustries. The
latter are allotted by the High Authority out of funds which
it has borrowed in its own nane. ‘

Special attention has been paid, in the Anerican loan,
to the guestion of uecn%it'=”, with a visw toweard aprlying
the sawe procedure later on to any further loans which the
High Authorit, might contract on the capital umarkets of
the United States or of Turone. In all this the Bank of
International Settlewments in Basle, Switzerland, takes a
leading rdle.
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Summary of Legal Aspects

The Righ Authorltg is empowered to grant loans to the
private firts in the Commnity. These enternrises furnish
prouissory notea, together with moﬂpape teeds and other .
securities. In its decisions, the High Authority is ~uided
by recoumendations from special committess, consistinz of
industry specialists and of jovernment and trade union re-
presentatives. The prounissory notes are Tiven in »nledse
to thie Banlt of International Settlements, for the benefit
of a8l1ll lenders to the Hish Authorityy present and future.
The T.I1.5. entrusts the ad gnistration of the oblisations,
and of tie securities, to bankinz institutions in the
various Communisy countries with whlob it has concluded
agreeuments to that effect.

e special Ffeature of thie procedurs is that it
placess all lznders to the Highr Authority, present and
future, on the same footinzg., The nore loars the IHigh

e

nutnO“*tv contracts, and the uore it grants, the broader
will be tne basis of seccurit; for the lenders.

The U.35. Governuent Witn its dollar eclaiams will thus
be on eqgual footing wit' Zurorean holders of bonds iseued
by the figh Authority in Burowean currencies.

The coumon ﬂort folio of ohlizations and securities
aduinistered by the R.l.5. constitute a souvnd basis for
the Hi~h Authority's credit. Tecurities offered by
horrovers Trom the Yigh iuthogltg are congidered o first
class. First, in accordance with the »rovisions of the
U.5. loan oontract, all loans are covered by wortsases or
negative pledges. Sscond, there are, in a larze number
of cascs, valomanAJ' secvrluva, such ag dtate guarantees,
bankers' surebiecs (e.zxe Trom the Treditanstalt Tiir Yieder-
avfhbau, a »ublic ins tltluﬁor), and suretics frou important
industrial grouns

~Llthoush these securitizs are more tiiaon adecuate,

thiere is, in addition, 2 "recond line of defence® for
lenders. Thisg is the 1.1 Aulh ority's ngrnnu@e fund,
set u» by means of its wnonal tax levy. The High awuaority
ie perult ed by the Trenity to levy up to one per cent on
the total wvalue of the Comumnity's coal and steel »roduction.
In the first half of 1953. levies iwmposed by the High

tathority amounted to .5 per cent and were incrensed to
,.9 per cent for the laagt "alf of 1953 and for 1954. The
valus of the ennual product today stands at more than
“5 billion. The annual levy renresents an amount oF
some %50 milliomn.
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| With the undertakin~ of its investment prograume, the
: High Authority has set out to help coal, iron and steel

| industries in the Community mcet lons=-term financial needs
by acting both as wediator between capital markets and the
enternrises and by encouraginz "cheaper" money for cavital
investment.




DISTRITURIONT OF INVIEST. w¥T T,0ANS

P O Y -

{in thousand dollars’

Project Total Rulhx foeghen Salz- Seelginm Tord Torraine .ecqui~ Szar M. Italy ILuxembourg
—— ' zitter taine

Colliery

Inssall - -

ations 23,310 12,370 3,500 - - 2,430 3,300 0,570 1,20C - -

Thermad

Zower

Stations 36,360 15,380 - - 10,000 3,350 3,080 - 2,500 - -

Iron

Ore 14,770 - - 2,700 - - 7,000 - - 4,100 1,000

o

Total 74,400 27,700 2,500 2,100 12,000 5,270 14,150 . D,57C 5,000 4,100 4,000
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