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ONLY   WITHIN    7^E    LAST    TEN    YEARS    HAC    THE    REAL    VALUE    OF    THE   EDGE    ACT    CORPORATION 

BEEN    REALIZED.       GENERAL    STABILIZATION    OF   WORLD    CURRENCIES.    SIGNIFICANT 

INCREASE     IN    OVERSEAS    INVESTMENT     BY   J.5.    PRIVATE     INSTITUTIONS.    AND   THF 

RELAXATION    OF    A    FEW   OF    THE    RULES     GOVERNING   THE    ACTIVITY   ALLOWABLE    UNDER 

THE EDGE  ACT   HAS  CAUSED,   IN  PART,  THE  GREAT  SXPANSION   IN  ¡HE  NUMBERS CI 

EDGE ACT  CORPORATIONS.    TEN  YEARS  AGO,  THERE WERE  SEVEN CORPORATIONS 

BELONGING    TO    TEN    3ANKSJ     AS    OF    JUNE ,     I^66.    THERE    WERE    SOME    FORTY-SIX    EDGE 

ACT  SUBSIDIARIES OWNEO SY  THIRTY-TWO  MAJOR U.S.   BANKS. 

TYPE ;>: 

UNTIL    l)c>3    IT   WAS   NECESSARY   TO    DISTINGUISH   BETWEEN   TWO   TYPES   OF   EDGE   ACT 

CORPORATIONS:   THE   3ANKING CORPORATION  AND THE   FINANC¡NG CORPORATION .    Now 
THERE    IS   A    THIRD   TYPE   W«ICH   ESSENTIALLY   COMBINES    BOTH   FUNCTIONS   OF    THE 

FORMER    TWO   TYPES. 

BANKING CORPORATIONS 

THIS  TYPE OF  CORPORATION  MAY  FUNCTION ESSCNTIAILV  IN THE  SAME 

MANNER  AS AN   INTTRINAT IONAL  DEPARTMENT OF  A  BANK.    THAT   IS,   IT 

MAY PURCHASE,  SELL OR DISCOUNT NOTES,  BUY AND SELL FOREIGN 

EXCHANGE.   ISSUE LETTERS OF CREDIT,  BORROW AND  LEND MONEY,  ETC. 

THIS  TYPE HAS THE ADDITIONAL ADVANTAGE,  HOWEVER,  OF BEING 

ALLOWED TO   INVEST   IN THE  STOCK OF OTHER CORPORATIONS ENGAGED 

IN  FOREIGN BANKING ACTIVITIES WITH THE PRIOR APIROVAL OF THE 

FEDERAL  RESERVE.    CONSEQUENTLY,  MOST CORPORATIONS OF THIS TYPE 

ACT   AS  HOLDING COMPANIES   FOR OWNERSHIP OF  FOREIGN BANK  S4ARES. 

AS  AN  EXAMPLE, THE CHASE MANHATTAN OVERSEAS BANKING CORPORATION 

OPERATES  AS  A  HOLDING COMPANY ROR THE CHASE  AFFILIATES ABROAD. 

OTHER  EXAMPLES WOJLD   INCLUDE THE CONTINENTAL BANK  INTERNATIONAL, 

THE  BANKING SUBSIDIARY OF CONTINENTAL  ILLINOIS NATIONAL BANK & 

TRUST  COMPANY,  CHICAGO, CHEMICAL   INTERNATIONAL BANKING CORPORATION, 

THE  BANKING SUBSIDIARY OF CHEMICAL BANK NEW YORK TRUST COMPANY. 

FINANCING CORPORATIONS 

THIS TYPE OF EDGE ACT  CORPORATION MAY  INDULGE   IN   INTERNATIONAL 

INVESTMENT BANKING.    THIS  ADVANTAGE REPRESENTS,   IN PART,  AN 

ATTEMPT   TO GAIN AN EQUAL  FOOTING WITH EUROPEAN  BANKS WHICH, 

GENERALLY SPEAKING,  HAVE  BEEN FREE TO MAKE  DIRECT  INVESTMENTS 

FOR MANY YEARS.    THIS  TYPE  OF EDGE ACT  CORPORATION WOULD  INCLUDE, 

FOR EXAMPLE,  THE CHASE   INTERNATIONAL  INVESTMENT  CORPORATION, 

MORGAN GUARANTY  INTERNATIONAL FINANCING CORPORATION,  BOSTON 

OVERSEAS FINANCIAL CORPORATION,  AND THE CONTINENTAL  INTERNATIONAL 

FINANCE CORPORATION.     IN GENERAL.,  THESE  SUBSIDIARIES ARE 

INTERESTED PRIMARILY   IN THE  FINANCING OF  PRIVATE PRODUCTIVE 

ENTERPRISES WHICH CLEARLY  MAKE  A CONTRIBUTION TO THE HOST 

COUNTRY. 
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IMPOSSIBLE    TO     ISOLATE    THE   DIFFERENT     INVESTMENT   POLICIES    OF 

EACH   or   THE   EXISTING   EDGE   ACT    CORPORATIONS.     IT   MAY   BE   HELPFUL 

ro   OUTLINE    A    FEW   OF    THE    CONSIDERATIONS   PR00A6LY    IN    EXISTCNCE 

AT    THIS    TIME.        I)   A   CONCENTRATION   ON   PRODUCTIVE    INDUSTRIAL    AND 

MINING   ENTERPRISES   HAS   BEEN    ASSERTED   AS   ONE    GUIDELINE.      ANOTHER 

CORPORATION   CONFINES    ITSELF    STRICTLY   TO   THE    TRADITIONAL   OUTLETS. 

NAMELY..    BRANCHES   AND    REPRESENTATIVE   OFFICES    ABROAD.      MANY   OF   THE 

CORPORATIONS   APPARENTLY   ARE    FAVORABLY    INCLINED   To    INVESTMENTS 

WHICH   ARE    DESIGNED   TO    SAVE   OR    CREATE    FOREIGN   EXCHANGE   FOR    THE 

HOST  COUNTRY.     ANOTHER  LIMITS   ITS  ACTIVITY TO TERM  LENDING, 

EXPORT  FINANCING AND DIRECT   INVESTMENT. 

THERE   IS  A  GENERAL AVERSION  TO   INVESTMENTS   IN REAL  ESTATE   AND 

LENDING   TO    LUXURY   OR   SERVICE    ORIENTED   PROJECTS.       IT    ALSO    APPEARS 

THAT   MOST    DISCOURAGE    FUNDS   BEING   MADE   AVAILABLE   FOR   WORKING 
CAPITAL   OR   DEBT    REFUNDING. 

OF   PARAMOUNT    IMPORTANCE   TO   MANY   OF   THE   FINANCING   TYPE   EDGE   ACT 

CORPORATIONS    IS    AN    INSISTENCE    ON   A    LOCAL   TECHNICAL   PARTNER 

WITH   CONSIDERABLE   MANAGERIAL    TALENT.      MOREOVER.    IT    APPEARS   THAT 

MOST   FINANCING   CORPORATIONS    DO   NOT   WISH   TO    REMAIN   A   PERMANENT 

PARTNER    IN   THE    PROJECTS   UNDERTAKEN.       AS   SUCH,   A   SECONDARY   MARKET 

IS NORMALLY REQUIRED   IN ORDER THAT THE EQUITY POSITION TAKEN BY 

THE EDGE ACT  CORPORATION MAY  BE  LIQUIDATED AT SOME  TIME   IN THE 

NEAR   FUTURE.        IN   TURN,    PORTFOLIO   TURNOVER   WITHIN   A    FIVE    YEAR 

PERIOD    IS   NOT    AN   UNCOMMON   POLICY   OF   MANY   OF   THE   FINANCING 

CORPORATIONS. 

COST: 

THE   COST   TO   THE   "INVESTEE"    IS   TYPICALLY   A   COMBINATION  OF   STRAIGHT   INTEREST 

FOR   MEDIUM   OR    LONG   TERM   LOANS,.    AND   AN   EQUITY   "SWEETENER".      THE    LATTER   MAY 

TAKE   VARIOUS    FORMS.        IT   CAN    RANGE    FROM   STRAIGHT    SHARES   TO   BONUS   SHARES, 

INCLUDING   SUBSCRIPTION   RIGHTS   OR   WARRANTS    AND   EVEN   AN   ACTUAL   PERCENTAGE 

OF   PROFITS   CAN   BE    INVOLVED.      THE    STOCK   TAKEN    IN   THIS   MANNER    IS    GENERALLY 

ACCEPTED  WITH    A    REPURCHASE    AGREEMENT   OR   A    GUARANTEED   RESALE   PRICE   AND   RATE 
OF   r V-M.V.'^ . 

'   i h:.i<   ^U ¡«Cr i: 

¡     WOULD üL UNFAIR  TO  LEAVE  THE   IMPRESSION THAT OTHER SOURCES  OF CAPITAL 

DO NOT  EXIST OUTSIDE  THE UNITED STATES.    AS HAS  BEEN POINTED OUT PREVIOUSLY. 

THE EUROPEAN AND BRITISH BANKING SYSTEMS HAVE A  LONG HERITAGE  OF  INTERNATIONAL 

TRADE  FINANCING,  AS  WFL'   AS   INVOLVEMENT   IN DIRECT OVERSEAS   INVESTMENT. 

THE  MERCHANT  BANKS,   F ,R EXAMPLE,   LOCATED   IN ENGLAND AND THROUGHOUT MUCH OF 

EUROPE   (EXCCFT  SCAN' INAVIA)   HAVE  PA'-T • • if"rr   i*i   ' " vn  <-, m • 
MANY   YEA*:; . 
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EXHIBTT I 

ì 

EXAMPLES OF EDGE ACT CORPORATIONS 

HOLDING TYPES 

1. CHASE MANHATTAN OVERSEAS BANKING CORPORATION, SUBSIDIARY OF 
CHASE MANHATTAN BANK, N.A. 

2. CONTINENTAL BANK INTERNATIONAL, SUBSIDIARY OF CONTINENTAL 

ILLINOIS NATIONAL BANK &. TRUST COMPANY or CHICAGO. 

3. CHEMICAL INTERNATIONAL BANKING CORPORATION, SUBSIDIARY OF 
CHEMICAL BANK NEW YORK TRUST COMPANY. 

k.    BANK or AMERICA, NEW YORK, SUBSIDIARY or BANK or AMERICA. 

FINANCING CORPORATIONS 

1. CHASE INTERNATIONAL INVESTMENT CORPORATION, SUBSIDIARY or 
CHASE MANHATTAN BANK, N.A. 

2. MORGAN GUARANTY INTERNATIONAL FINANCING CORPORATION, SUBSIDIARY 

or MORGAN GUARANTY TRUST COMPANY. 

3. CONTINENTAL INTERNATIONAL FINANCE CORPORATION, SUBSIDIARY or 
CONTINENTAL ILLINOIS NATIONAL BANK & TRUST COMPANY or CHICAGO. 

I*. BOSTON OVERSEAS FINANCIAL CORPORATION, A SUBSIDIARY or THE 
F1KST NATIONAL BANK or BOSTON. 

5. FIRST NATIONAL CITY OVERSEAS CORPORATION, SUBSIDIARY or FIRST 
NATIONAL CITY BANK, NEW YORK. 

COMí1NATION 

COMPANY FOR INVESTING ABROAD, SUBSIDIARY or FIDELITY PHILADELPHIA 
TRUST COMPANY. 
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EXHIBIT  II 

PROJECT TYPES AND LOCATIONS: 

REPORTS OF A RECENT SURVEY OF SOME 219 PROJECTS  REVEALED THE   FOLLOWING: 

I.    LOCATIONS 

A. ZH%   LOCATED IN EUROPE 
B. 23JÍ   LOCATED IN ASIA 
C. $0$   LOCATED IN LATIN   AMERICA 
D. \6%   LOCATED IN AFRICA 

2. RECIPIENTS 
A. FINANCE COMPANIES -  8* 
B. DEVELOPMENT BANKS - kz% 
c. INDUSTRIAL PROJECTS -    'Z* 
D. COMMERCIAL BANKS -    ¡a« 

3.    COMMENTS 

A. 37^ OF  INVESTMENTS IN  INOUSTRIAL PROJECTS AND DEVELOPMENT 

BANKS  ENJOYED THE SUPPORT OF THE   INTERNATIONAL FINANCE 

CORPORATION, THE WORLD BANK SUBSIDIARY. 

B. 86j6 OF ASIAN PROJECTS WERE  IN  DEVELOPMENT  BANKS AND FINANCE 

COMPANIES (58JÉ HAD THE SUPPORT OF THE   I.F.C.) 

c. H3JÍ or  INVESTMENTS  IN LATIN AMERICA WERC DEVELOPMENT BANKS 

AND   ik% WERE    IN    INDUSTRIAL   PROJECTS.      ( I.F.C.   WAS    INVOLVED 
IN   30# OF   THE   PROJECTS). 

k.    PROJECT EXAMPLES 

A. NIGERIAN TEXTILE MILL 

3. DEVELOPMENT FINANCE CORPORATION  IN THE IVORY COAST 
c. STEEL MILL   IN TURKEY 

D. PRIVATE  INVESTMENT,   IN DEVELOPMENT BANK  IN BRAZIL 
E. A JAMAICAN BANK 

F. APPLIANCE AND AUTOMOBILE   INSTALLMENT  COMPANY   IN THE PHILIPPINES 

MMHl 
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