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THE WOURLI) BANK las long
been established as the largest
single  borrower  on  infer-
national bond markets, but
now, according to Mr Fugene
Rotberg., i1 treasurer, 1%
paper is becoming scarce.

n itg current  fiscal year
ending June 30, 1987 (he hank
plans io borrow only $9hn, he
said in an Interview a1l last
week's annual mesting in Wash-
inglon.  This is down on last
Year's B10 &bn, and the lowest
borrowing tolal sines 1082,

The reasons for this decline
wre well known,  They reflegt
a parallel slowdown In dishurse-
mmenis by the hank 1o itz de-
veloping couniry clients as well
a8 itg record level of liquidity
which stands at Just over $20bn
or 58 per cent of outsianding
lnan comvmitbmente at the end
wf 19R5.80,

This has constialned borrow.
INg al & fime irenically when
the market can scarcely be more
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Peter Montagnon interviews Eugene Rotberg, the World Bank’s treasurer.

Moving towards a simpler way of

favourahle, '

“We would like lo borrow
largze sums at the present rate,”
Mr Rotberg said, The problem
is thal there ls no need 1o do
&0, dnd owe aim of the bank
At presenl Il Lo reduce jisg
liquidity to around 50 per cent
ol loan commitments, Fven then
It will still be ahove (the hasle
target level of 40 {0 45 per
cent.

Temporary decline

Mr Rotberg believes thal the
decline in the bank's horrow-
ing requirement may be only
tempuorary, Towards the end o
the currenl fiscal year s needs
may zlart to rise again as fresi
loan projects are put on lig
books.

For the time being, however,
the World Bank g in a very
strong  positlon  visa-vig e
market. It does not need o
develop fancy new Instrumeis
to titlliate the faded appetite

of investors, This vear's borrow.
Ing programme will concentrale
on  claszic,  long-dated plaln
vanlila instruments. Mg Rotherg
says the World Bank was "con-
stantly impogluned” with oiferg
of finance during the annual
mieeling last week, but “we
want 20, JU and 40 vear fxed.
rate funds. We sre releciing
mosl of avegyvihing else,™

Meanwhile, the bank's eforls
at innovatinn for whiel it ls
well known in financial markets
are now being direcied to the
management of g Hguidity, Tt
plafig soon (0 propose o g
board a new scheme which will
dramatlcally change the way it's
Hhaguilel aseetg are invested,

Al present it s not perdited
tn invest in securities with a
lite to maturity of more than
five yearg and thres months, If
the changes go throwugh thera
will bé no such restriction.

Thiz iz becausn the bank
would move 19 a new concepl

whereby the duration of ity
liquid nssetz porifolio wonld be
limited 10 a range of three
monihg lo four years.

Duration s a technlcal mar-
ket term. It ia basically the
welghted average maturiy of
the investment porifolio caleu-
lated on a ecash Aow basis, 0t
gives, for cxample, differen
malurity valurs (o Ierp-coupon
and fAxed-tate bonds expiring
on the same date because [he
enlire return on the former is
;‘nln‘ﬂ:tlllrd at the end of lis
ife.

Duration concept

Moving to a duration concept
will greatly enhance ihe scops
of the bank In managing s
liquld mssets as it will be able
to buy high yielding longdated
Instruments provided (he -

chases are matched with an
equivalent amount of shert-
term paper,

The bank {2 plag o seek

funding

prrmission to use inleres) rafe
futiires and optlons In mansg-
ing 11 liguidity, though initially
only on dollar and slerling
instruments. Further down the
road 41 is aleo looking ar using
the futures and oplions markel
to provide protection for its
clieris on  the currency amd
intereat  rate rlsks they run
when borrowing from the bank

In the long run all this means
that its basic approach to finan
cial management can become
simpier. Mr  Hotherg calls
this " unbundiing dansvation.”
Instead of lumping all sorte of
belle and whistles together In
one band jssue. these [nnova.

tion=, which are  basically
designed a8 hedging mecha
nisins, can he separaled
oul and dealt with at

a different stage of the proregs
with counler partles o whom
they are a natural part of their
everyday businpas,





