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World Bank to Sell
New Debt Security,

Boost Borrowing
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The World Bank said it will offer a new
type of debt security in the U.S. whose ma-
turity can be negotiated by investors at the ",
time of purchuse.

The bank also said it will increase its
borrowing for the year ending June 30 by
£1 billion to 510.6 ballion and wall initiate an
insured currency and interest-rate swap
program with Aetna Casualty & Surety

The new secunties, rated triple-A, will
be called “continuously offered longer-
term securitles,” or Colts, They will have
fixed interest rates and matunties from
three years lo 30 years or more, the
agency said. The bank said it may later of-
fer floAting-rate” and zero-coupon securi-
tes.
The. initlal Colts program is for $500
million. said Eugene H. Rotberg, treasurer
of the World Bank. The bank expects the
secunties to go on sale within two weeks
through Goldman, Sachs & Co., Mernll
Lynch Capital Markets, Salo Erothers
Inc. and Shearson Lehman Briithers Inc.
The Coltsare primarily targeted to {nstitn-
tional investors.
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“It's hasically an extension of the
- mercial paper concept out to the maturrtym
of long-term bonds,” Mr. Rotberg said,
Debt securitles with maturities of two o
five years are already widety sold,
Under the swap program, Aetna Casg-
alty will cover the financial risk on compa-
nles with single-A and double-A ratngs
that engage in currency and interest-rate
Swaps with the World Bank. Aetna Casy-
alty is a subsidiary of Aetna Life & Casu-
ﬂwmm. based |n Hartford, Conn,
& SWap program will eff
ru.m:e:- the credit quality of ﬁ?ﬂ&um
Bank's patential swap partners, allow the
agency ‘M do” business with many more
parties and reduce the cost of swaps, Mr.
Rotherg said. Currently, the World Eank,
~one of.the blazm users of SWaps, deals
.only wiy triple-A-rated parties. and majar
;Inuﬁmm banks in swap transactions,
Interest-rate swap is a

that allows a borrower with lm
debt obligation 1o exchange It for a float-
Ing-rate obligation of another borrower,
:ﬂ each exchanges the other's credit

A curtency swap allows debt [n .
TENCY 1o be converted into debl in %ﬂﬁﬁ
Multinational corporations and mpr*.ma:
tonal agencies such as the World Bank of-
en use swaps to lower borrowi ng costs and
ellminate undesirable [oreign exchange ex.
posures. Swaps can also help borrowers
obtain funds in markets where they face
regulatory impediments or where they
may have already borrowed a Jot uf miney
and dond want to hurt therr chances 10
borrow more in the fulure,

Mr. Rotberg said that the program —the
frst me a private insurer has agreed 1o
f_mun- 4 COUNtErparty on swaps—could be

i precursor for a substantially expanded
llqud swap market.” Lasi year, the mp
market ballooned 1o about £200 billion,
bankers estimate,

Because many highly rated borrowers
decline o exchange nsk directly with
lower-rated entities, ma jor commercial
banks uften act as intermediaries, effec.
Ovely guaranieeing the Swap commit-
ments. The World Bank's new program es-
sentially would replace a commercial bank
Wwith Aetna Casualty, which has a triple-A
credil rating.





