It Generates
Yearly Profits
Of $40 Million

By CLYDE H. FARNSWORTH

WASHINGTON — Seated at a round
table below clocks that glve the time
around the world, Arncell Gonzaga, a
short-termn money trader, 13 trying 1o
sguene out the best return poasible on
5110 milllon she hax to invest for X2
days —until & seheduled payment forn
bord minkimg fumd falls die. As the
places the money at 17% percent In
New York, her colleagoe, Philip R.
Spray, |z busy petiing interest-rate

ugtes from Gerran banke, and Hugs

-H. Shielie, thelr beas, is on the phone
trying to sell eome twooyear Treasary
resben (ke believes will soon go doman
Invalae.

The scene may be a common one on
Wall Street Street or In » European
linancial center but not on Pennaylva-
nia Avenue o few blocks from the Yhite
Hpaze, Mrs. Gonzaga is & Peruvian,
Mr. Spray an American and Mr.
Shielke n German, all employess of the
World Bank. Here, in a fourth floor
operatioms room In the sedate conlines
of the institution, & littedmown trading
eperation has been growing wntil it I=

miorw & e jof player In the bond market. —- -—

To Eugene H. Rotberg, vice presl-
dent and treasurer of the bank, there's
pothing tibde between the
Tourth-Moor actlvity and the bank's pri-
mary mle as the biggest lender o the
world's poorest countries

hhc:.hcmlhemfm&mnm
Mpm? Portfolla  mannge-
merit piberg-Shielke team of
specialista has contributed an addl-
tional $40 million a o the bank's
profit over the last five years — which
means more money (o lend to Lhe poor.
Onverall, the bank's et profit this year
Iz expectad 1o be 5060 miition.

The $40 mitllon a year represents the
diflerence between what the bank paid
o borrow over this period and the
higher ameant it was able toeam by in.
vesting funds from the hoge pool of
money [ has amassed.

Today thal pool has grown to $10 bil.
lion, one of the largest sums in the non.
OPEC world. And even In the swollen
coffers of the Organization of Petro-
leum ng Countries the sums ame

respect 3

Such liquidity prolects the bank from
having to borrow when condition: ane
unfavoratde. Hoge companies, such as
The Internntional Business Machines
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Caorporation and the Bell System, don't !
have such protection. Recently, both '
have come Into the bond marke! at un- *
comiortable terms.

That won't bappen to the World |
Bank, #3ys Mr. Rolberg. Beeause .
Ammerican interest rates have been so |
high, for example, the World Bank has '
not borrowed In the Unlted States for
maore than two years (although Mr.
Rotberg belleves mtes hawve peaked

and hints the bank mny come back into | |

the American market next year, ) ]
“‘The bark has the Mexibility to aweld
adverse conditbons In capltal mar-
keta, "I-EHIMIS. Mytand, an ana-
lyst at First Bostom Corporation.
““ns well na the ability to adjast its lend-
Ing program to changes In the level af *
barrowing costs. [ can also select the
locatbon, amount and terms of (15 Bor-
rowings to an extent usparalleled by
any ofber financlal insthiution. ™ H
One problem that could prove trou-
blesomne for the bank s lran, which

mads (o that ollproducing nation be.
the 187274 quadrupling
prices. But Mr, Rotberg says
warried abaut an Iranlan default, “We
Eet payments every douple of weeks

H

'I:m them," bhess
In Iran's case there i3 another com-
sideraticon — the central bank in Tehe
ran Iz [tself a creditor of the bank as the
hodder of $400 millllon of i2a lil'lllllll:l'hr.
Todate, the lank has
'loan losses or writeofls on any of 1l.|
operations. Even during the confllet In
Lebanon, that ration contimued making
onlts obilgations,
recognize they have too

and Its two affillates, the Intermatlonal
Development Assoclation and the In-

ternational Finance then.
Founded In 148 a2 ane of the plllars
of the Bretion woods ecemomle

postwar
structure, the bank, farmally knosm ns
e Imternational Bank for Reconstruc-
thon and Development, now lends about
Fbillion a year.

It has recelved caplial suhscriptions
from I:ﬁ:a'umlr[undlmt to 59 of the
poarest ol these o finance projects
such as dams and roads (o speed eco-
naenie developmest. In more recent
years [t has charneled Incressing

amounts of

tiomal systems and supporting other
“*batic nends. ™

Mr. Rotherg, who was a Inwyer with
the Securithes and Exchange Commis-
sion before jolning the bank i1 years
rgo, works in an offlce propped with ar-
tifacts from forelgn travel and rows of
books that include not only fnapclal
balance sheets bat soch reading matier
a2 Virginla Wooll's Diarles. He polnted
to & “t! “nﬂﬁ pastelcalored
piecesal paper — certifleates rep-
resenting (ssues thal the World Bank
hes sold to Investors in 17 countries.

The bank has $28 billlon of debt out-
standing, of which less than §7 billion is
hekd In the United S1ates. Of the $28 bil-
15on, $5 Billlon ks held by governments,
The largest holders are Saudl Arabin,
Venemaeln, West Germany, Japan,
¥ugeslavia, Nigeris and [ran.

The bank borrows at the same rates
na most gevernmenta. It has to pay Jast
m lkttle bt mare (30 to 50 basks points, a

basis belng one-hundredth of 195)
than the Unlted 5tates Government.
Although the bank has borrowed In 17

currencles, It nons no expomare to risks

money into programs that
help people directly by expanding food -
and waler supplles, improving educa- |

e e
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= pany. “We have a iremendout respect

for thelr profestinnallsm,™ says Irving
M. Autrbach, wice pretident and eomo
ealed far the bond firm of Aubrey, Lan-
L.

*In o opinion,” srcording o Robe
ert G. Smith ond Wayne K. Musllicr,
senbor amalysts mt Megrill Lymch,
Pleror, Fenner and Smith Inc., “the
quality of debt sopqeert hehind the
World Rank ranks among (he premicr
AAA-rated securities availabls on the
bond market today.

Mr. Roeberp’s inveaiment ;mrlq.- Ittn
malstain Hgddey in the $10 billlon
portiolio fof an amount equal to 40 per-
cerl af (e hank's anticipated cash
nbdds ooer [hree ypears,

The $10 hilllon, an today's lending
rates, ia invested oaly I pevernmsent
sectarities up ta five years amd In com.
mitriial bank cortificates of deposit,

Alibough Mr. Rotherg says he is onm.
vinced thatl Amerlcan Interest pafes
have peaked, (hiz |5 not the enanimous
view of the Bark"s Invest ment spocial-
iste whoze collectlve decislons in the
management of the $10 billlan pertfolio
are respoatible for the relatively high
retam.

Under Mr. Skiclke and anather aof
Mr. Rolberg's proteges, Morton Lane,
maw president of the Discoant Corpora.
thon of New York Fatures, a firancial-
risk computer mrode] was devised some
hall dopen years age to measane uncer-
Inlmty ever infercatrate project lons

Eachal the dozen members of the In-
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i A conference of the money managers at the World Bank's offices in Washington.

In exchange markets because It Invests
the procesds In Uquid assets In the
same currency. The diversification of
currencles — In effact the World
Bank's currency basket — adds <till
mare strength ta the balance shest

Another factor |5 that most of th 28
Bilbon of debt cutstanding Is con  ed
by the aggregate capltal subscriptions
of the major non-Commuandst Industrial
countries

Even though chances were high that
the Weat German Mark, the Japaness
yen ansd the Swiss frane would spprecl-
ate over the last two years, the World
Bank ks been & heavy borrower in
these low inferest.rate currencles,

As Mr. Retberg explains it, what s
saved im Interest rates over, say, 0
years, the average maturity of Werld
Banmk oblipstiors, more than compen-
£afeafar (e exchange.rate risk.

In both its borrowing and lkquidity
management programs the bank has
camed plawdits from the professionals.

**In terms of thelr sophistication and
use af computer tools, they are among
the mest intefligent operators any-
where In the market,” comments H.
Erich Helnemann, vice president and
econemist for Morgan, Stenley & Com-

wE-a% t gronip has to predict ot rego-
Iar Infervals what rates will ba for each
maturity but only In terms of probabil.
[tles. “We want to be aware of the
amount of unceriainty that we have,™
Mr. Rotherg ohucrves, *“We aleo want
padmit tomistakes ™

In the end the compater figures the
endlective adds upon which the partfalio
decivions are based. -

The typleal Imorstment of ficer In the
Tkt Meor trading room has about £ix

 years of college education and most

have two advanced degroes, such as
the masters degree In mathematics
Frld by Jacques B. Rolfo of France or
the Ph.D, In economlcs held by Adran
Akant of Turkey,

‘There In also an alummus of the Fad-
eral Reserve Dank of Mew York, Jehn
5. Hill, who was a saenlor economist on
Its Open Market Committes,

Mr. Rotberg, a former adjunct law
professar ot Georpe Washington Unl
versily Law Scheal, had been chief
counsel in the 5 E.C.'2 office of policy
rescarch before being tapped by Mr.
McMamnara to bead the World Bank's
Tirarcinl eperations a decade nga,

To John Guifrennd, managing part-
ner of Salomen Drothers and another
close waicher of the World Bank, “it
wrs ome of MeNamara's blessings
when he pot Gene Rotherg. Gene & 8
careful and delicate iaskmaster.”






