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O r i g i n a l  sponsor: R u l e s / G o v e r n o r

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 2 17  ( F i n a n c e )

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE -  SECOND SESSION

A BILL

F o r  a n  A c t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  p u r c h a s e  o f  i n v e s t m e n t s  b y  t h e

b o a r d  o f  t r u s t e e s  o f  t h e  A l a s k a  p e r m a n e n t  f u n d . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  AS 3 7 . 1 3 . 1 2 0 ( g ) ( 8 )  i s  a m e n d e d  t o  r e a d :

( 8 )  d o m e s t i c  c o r p o r a t e  d e b t  s e c u r i t i e s  t h a t  [WHICH] a r e  

r a t e d  AA o r  b e t t e r  b y  a  n a t i o n a l l y  r e c o g n i z e d  r a t i n g  s e r v i c e , o r  

f o r e i g n  c o r p o r a t e  d e b t  s e c u r i t i e s  o f  c o m p a r a b l e  q u a l i t y ;

*  S e c .  2 .  AS 3 7 . 1 3 . 1 2 0 ( g ) ( 1 9 )  i s  a m e n d e d  t o  r e a d :

( 1 9 )  c e r t i f i c a t e s  o f  d e p o s i t ,  t e r m  d e p o s i t s ,  o r  b a n k e r s '  

a c c e p t a n c e s ,  w h i c h  a r e  i s s u e d  b y  a  U n i t e d  S t a t e s  o r  f o r e i g n  b a n k  o r  

t r u s t  c o m p a n y  l o c a t e d  i n  a  f o r e i g n  c o u n t r y  a n d  a r e  d e n o m i n a t e d  i n  

U n i t e d  S t a t e s  o r  f o r e i g n  c u r r e n c y ,  i f  e i t h e r  (A) t h e y  m ay  b e  r e a d i l y  

s o l d  i n  a  s e c o n d a r y  m a r k e t  a t  p r i c e s  r e f l e c t i n g  f a i r  v a l u e ,  o r  (B) t h e  

i s s u i n g  b a n k  o r  t r u s t  c o m p a n y  h a s  c a p i t a l ^  [AND] s u r p l u s , a n d  r e t a i n e d

* e a r n i n g s  a t  t h e  d a t e  o f  i s s u e  e q u a l i n g  a t  l e a s t  $ 5 0 0 , 0 0 0 , 0 0 0 ;  i n v e s t ­

m e n t s  m a d e  u n d e r  t h i s  p a r a g r a p h  a r e  n o t  s u b j e c t  t o  t h e  c o l l a t e r a l  

r e q u i r e m e n t s  f o r  d o m e s t i c  c e r t i f i c a t e s  u n d e r  (m) o f  t h i s  s e c t i o n ;

*  S e c .  3 .  AS 3 7 . 1 3 . 1 2 0 ( g )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

( 2 1 )  s e c u r i t i e s  o f  f o r e i g n  g o v e r n m e n t s ,  f o r e i g n  g o v e r n ­

m e n t a l  a g e n c i e s ,  a n d  f o r e i g n  c o r p o r a t i o n s  t h e  p r i n c i p a l  o f  w h i c h  i s ,  

o r  t h e  i n t e r e s t  o r  d i v i d e n d s  o n  w h i c h  a r e ,  p a y a b l e  i n  e i t h e r  U n i t e d  

S t a t e s  d o l l a r s  o r  f o r e i g n  c u r r e n c i e s .

*  S e c .  4 .  AS 3 7 . 1 3 . 1 2 0 ( h )  i s  a m e n d e d  t o  r e a d :

( h )  T h e  b o a r d  m ay  e n t e r  i n t o  f u t u r e  c o n t r a c t s  f o r  t h e  s a l e  o f
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i n v e s t m e n t s  p u r c h a s e d  u n d e r  ( g )  o f  t h i s  s e c t i o n , o r  f o r  t h e  s a l e  o f  

f o r e i g n  c u r r e n c i e s , o n l y  f o r  t h e  p u r p o s e  o f  h e d g i n g  a n  e x i s t i n g  e q u i v ­

a l e n t  o w n e r s h i p  p o s i t i o n  i n  t h e s e  i n v e s t m e n t s  [ S E C U R IT IE S ] .

*  S e c .  5 .  AS 3 7 . 1 3 . 1 2 0 ( i )  i s  a m e n d e d  t o  r e a d :

( i )  [AT THE TIME OF EACH INVESTMENT, THE AGGREGATE INVESTMENT OF 

THE ALASKA PERMANENT FUND IN EACH STATED CATEGORY OF INVESTMENT MAY 

NOT EXCEED THE FOLLOWING STATED PERCENTAGE OF THE TOTAL INVESTMENTS OF 

THE FUND: MORTGAGES UNDER ( g ) ( 1 6 )  OF THIS  SECTION, 15 PERCENT; REAL 

ESTATE INVESTMENTS UNDER ( g ) ( 2 0 )  OF THIS  SECTION, 15 PERCENT; FOREIGN 

CERTIFICATES OF DEPOSIT OR THE EQUIVALENT UNDER ( g ) ( 1 9 )  OF THIS  SEC­

TIO N ,  20  PERCENT; CORPORATE STOCKS AND DEBT SECURITIES UNDER ( g ) ( 8 ) ,

( 9 ) ,  AND ( 1 8 )  OF THIS SECTION, 50 PERCENT.] T h e  A l a s k a  p e r m a n e n t  f u n d  

m ay  a t  n o  t i m e  own m o r e  t h a n  f i v e  p e r c e n t  o f  t h e  v o t i n g  s t o c k  o f  a  

c o r p o r a t i o n .  D o m e s t i c  s t o c k s ,  e x c e p t  f o r  b a n k  a n d  i n s u r a n c e  c o m p a n y  

s t o c k s ,  m u s t  b e  l i s t e d  a t  t h e  d a t e  o f  p u r c h a s e  o n  a n  e x c h a n g e  r e g i s ­

t e r e d  w i t h  t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n .  A t  t h e  t i m e  o f  

e a c h  i n v e s t m e n t  t h e  a g g r e g a t e  i n v e s t m e n t  o f  t h e  f u n d  i n  e a c h  s t a t e d  

c a t e g o r y  o f  i n v e s t m e n t  may n o t  e x c e e d  t h e  f o l l o w i n g  s t a t e d  p e r c e n t a g e  

o f  t h e  t o t a l  i n v e s t m e n t s  o f  t h e  f u n d :

( 1 )  m o r t g a g e s  u n d e r  ( g ) ( 1 6 )  o f  t h i s  s e c t i o n  -  15 p e r c e n t ;

( 2 )  r e a l  e s t a t e  i n v e s t m e n t s  u n d e r  ( g ) ( 2 0 )  o f  t h i s  s e c t i o n  -  

15 p e r c e n t ;

( 3 )  f o r e i g n  c e r t i r i c a t e j  o f  d e p o s i t ,  f o r e i g n  t e r m  d e p o s i t s ,  

a n d  f o r e i g n  b a n k e r s '  a c c e p t a n c e s  u n d e r  ( g ) ( 1 9 )  o f  t h i s  s e c t i o n ,  a n d  

s e c u r i t i e s  o f  f o r e i g n  g o v e r n m e n t s ,  f o r e i g n  g o v e r n m e n t a l  a g e n c i e s ,  a n d  

f o r e i g n  c o r p o r a t i o n s  u n d e r  ( g ) ( 8 )  a n d  ( 2 1 )  o f  t h i s  s e c t i o n  -  20  p e r ­

c e n t  ;

(A) d o m e s t i c  c o r p o r a t e  s t o c k s  a n d  d e b t  s e c u r i t i e s  u n d e r

( g ) ( 8 ) ,  ( 9 ) ,  a n d  ( 1 8 )  o f  t h i s  s e c t i o n  -  50  p e r c e n t .

CSHB 2 1 7 ( F i n )  - 2 -
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O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 2 17  ( F i n a n c e )

IN  THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE -  SECOND SESSION

F o r  a n  A c t  e n t i t l e d :  "An  A c t  r e l a t i n g  t o  p u r c h a s e ^ o f  i n v e s t m e n t s  b y  t h e

b o a r d  o f  t r u s t e e s  o f  t h e  A l a s k a  p e r m a n e n t  f u n d . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 .  AS 3 7 . 1 3 . 1 2 0 ( g ) ( 8 )  i s  a m e n d e d  t o  r e a d :

( 8 )  d o m e s t i c  c o r p o r a t e  d e b t  s e c u r i t i e s  t h a t  [WHICH] a r e  

r a t e d  AA o r  b e t t e r  b y  a  n a t i o n a l l y  r e c o g n i z e d  r a t i n g  s e r v i c e , o r  

f o r e i g n  c o r p o r a t e  d e b t  s e c u r i t i e s  o f  c o m p a r a b l e  q u a l i t y ;

* S e c .  2 .  AS 3 7 . 1 3 . 1 2 0 ( g ) ( 1 9 )  i s  a m e n d e d  t o  r e a d :

( 1 9 )  c e r t i f i c a t e s  o f  d e p o s i t ,  t e r m  d e p o s i t s ,  o r  b a n k e r s '

a c c e p t a n c e s ,  w h i c h  a r e  i s s u e d  b y  a U n i t e d  S t a t e s  o r  f o r e i g n  b a n k  o r

t r u s t  c o m p a n y  l o c a t e d  i n  a  f o r e i g n  c o u n t r y  a n d  a r e  d e n o m i n a t e d  i n

U n i t e d  S t a t e s  o r  f o r e i g n  c u r r e n c y ,  i f  e i t h e r  (A) t h e y  may b e  r e a d i l y

s o l d  i n  a  s e c o n d a r y  m a r k e t  a t  p r i c e s  r e f l e c t i n g  f a i r  v a l u e ,  o r  (B) t h e

i s s u i n g  b a n k  o r  t r u s t  c o m p a n y  h a s  c a p i t a l ,  [AND] s u r p l u s , a n d  r e t a i n e d
I Do ,0 0 ^ 0 0 0 }

e a r n i n g s  a t  t h e  d a t e  o f  i s s u e  e q u a l i n g  a t  l e a s t  $ 5 0 0 , 0 0 0 , 0 0 0 ;  i n v e s t ­

m e n t s  m a de  u n d e r  t h i s  p a r a g r a p h  a r e  n o t  s u b j e c t  t o  t h e  c o l l a t e r a l

r e q u i r e m e n t s  f o r  d o m e s t i c  c e r t i f i c a t e s  u n d e r  (m) o f  t h i s  s e c t i o n ;

* S e c .  3 .  AS 3 7 . 1 3 . 1 2 0 ( g )  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h  t o  r e a d :

m e n t a l  a g e n c i e s ,  a n d  f o r e i g n  c o r p o r a t i o n s  t h e  p r i n c i p a l  o f  w h i c h  i s ,  

o r  t h e  i n t e r e s t  o r  d i v i d e n d s  o n  w h i c h  a r e ,  p a y a b l e  i n  e i t h e r  U n i t e d  

S t a t e s  d o l l a r s  o r  f o r e i g n  c u r r e n c i e s .

* S e c .  4 .  AS 3 7 . 1 3 . 1 2 0 ( h )  i s  a m e n d e d  t o  r e a d :

( h )  T h e  b o a r d  may e n t e r  i n t o  f u t u r e  c o n t r a c t s  f o r  t h e  s a l e  o f

( 2 1 )  s e c u r i t i e s  o f  f o r e i g n  g o v e r n m e n t s ,  f o r e i g n  g o v e r n -

- 1 - CS H B  2 1 7 (Fin)
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i n v e s t m e n t s  p u r c h a s e d  u n d e r  ( g )  o f  t h i s  s e c t i o n , o r  f o r  t h e  s a l e  o f  

f o r e i g n  c u r r e n c i e s ,  o n l y  f o r  t h e  p u r p o s e  o f  h e d g i n g  a n  e x i s t i n g  e q u i v ­

a l e n t  o w n e r s h i p  p o s i t i o n  i n  t h e s e  i n v e s t m e n t s  [S E C U R IT IE S ] .

* S e c .  5 .  AS 3 7 . 1 3 . 1 2 0 ( i )  i s  a m e n d e d  t o  r e a d :

( i )  [AT THE TIME OF EACH INVESTMENT, THE AGGREGATE INVESTMENT OF 

THE ALASKA PERMANENT FUND IN  EACH STATED CATEGORY OF INVESTMENT MAY 

NOT EXCEED THE FOLLOWING STATED PERCENTAGE OF THE TOTAL INVESTMENTS OF 

THE FUND: MORTGAGES UNDER ( g ) ( 1 6 )  OF THIS SECTION, 15 PERCENT; REAL 

ESTATE INVESTMENTS UNDER ( g ) ( 2 0 )  OF THIS SECTION, 15 PERCENT; FOREIGN
-\e.<"<TA <̂ <2.9 0 -5 1 Jr-5 T  C.i -r\ ̂  'k.c.-c'Is PV V ^ '

CERTIFICATES OF D E P O S I T O R  THE EQUIVALENT UNDER ( g ) ( 1 9 )  OF THIS SEC- 

TION, 20 PERCENT ^CORPORATE STOCKS AND DEBT SECURITIES UNDER ( g ) ( 8 ) ,

( 9 ) ,  AND ( 1 8 )  OF THIS SECTION, 50 PERCENT.] T h e  A l a s k a  p e r m a n e n t  f u n d  

m ay  a t  n o  t i m e  own m o r e  t h a n  f i v e  p e r c e n t  o f  t h e  v o t i n g  s t o c k  o f  a  

c o r p o r a t i o n .  D o m e s t i c  s t o c k s ,  e x c e p t  f o r  b a n k  a n d  i n s u r a n c e  co m p a n y  

s t o c k s ,  m u s t  b e  l i s t e d  a t  t h e  d a t e  o f  p u r c h a s e  o n  a n  e x c h a n g e  r e g i s ­

t e r e d  w i t h  t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n .  A t  t h e  t i m e  o f  

e a c h  i n v e s t m e n t  t h e  a g g r e g a t e  i n v e s t m e n t  o f  t h e  f u n d  i n  e a c h  s t a t e d  

c a t e g o r y  o f  i n v e s t m e n t  m ay  n o t  e x c e e d  t h e  f o l l o w i n g  s t a t e d  p e r c e n t a g e  

o f  t h e  t o t a l  i n v e s t m e n t s  o f  t h e  f u n d :

( 1 ) m o r t g a g e s  u n d e r  ( g ) ( 1 6 )  o f  t h i s  s e c t i o n  -  15 p e r c e n t ;

( 2 ) r e a l  e s t a t e  i n v e s t m e n t s  u n d e r  ( g ) ( 2 0 ) o f  t h i s  s e c t i o n  -

15 p e r c e n t ;

( 3 ) f o r e i g n  c e r t i f i c a t e s  o f  d e p o s i t ,  f o r e i g n  t e r m  d e p o s i t s ,

a n d  f o r e i g n  b a n k e r s 1 a c c e p t a n c e s  u n d e r  ( g ) ( 1 9 )  o f  t h i s  s e c t i o n ,  a n d

s e c u r i t i e s  o f f o r e i g n  g o v e r n m e n t s ,  f o r e i g n  g o v e r n m e n t a l  a g e n c i e s ,  a n d

f o r e i g n  c o r p o r a t i o n s  u n d e r  ( g ) ( 8 ) a n d  ( 2 1 )  o f  t h i s  s e c t i o n  -  20 p e r ­

c e n t ;

( 4 ) d o m e s t i c  c o r p o r a t e  s t o c k s  a n d  d e b t  s e c u r i t i e s  u n d e r

( g ) ( 8 ) ,  ( 9 ) ,  a n d  ( 1 8 )  o f  t h i s  s e c t i o n  -  50 p e r c e n t .

2 1 7 ( F i n ) - 2 -
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A L A S K A  ST A T E  C H A M B E R  O F  C O M M E R C E
310 Second Street 

Juneau, Alaska 99801 
(907)586-2323

M a r c h  4, 1988

T h e  H o n o r a b l e  A 1  Ad a m s ,  C h a i r m a n  
H o u s e  F i n a n c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  Al:

O n  M o n d a y ,  M a r c h  7 y o u  w i l l  b e  c o n s i d e r i n g  H B  217 r e l a t i n g  t o  
f o r e i g n  i n v e s t m e n t  b y  t h e  A l a s k a  P e r m a n e n t  Fund.

W e  h a v e  r e v i e w e d  t h e  B i l l  a n d  s t r o n g l y  s u p p o r t  t h e  l e g i s l a t i o n  
as s e t  f o r t h  i n  t h e  c o m m i t t e e  s u b s t i t u t e .

T h e  A l a s k a  S t a t e  C h a m b e r  f a v o r s  p a s s a g e  f o r  t h e  f o l l o w i n g  
rea s o n s :

1. T h e  F u n d  h a s  d e v e l o p e d  (and earned) a r e p u t a t i o n  for
c o n s e r v a t i v e ,  c a r e f u l ,  a n d  d e l i b e r a t e  i n v e s t m e n t .  I t  
c l e a r l y  h a s  t h e  p r o f e s s i o n a l  c o m p e t e n c e  t o  u t i l i z e  t h e  
a d d i t i o n a l  p r o p o s e d  i n v e s t m e n t  t o o l s  f o r  t h e  b e t t e r m e n t  of  
t h e  S t a t e  a n d  its c i t i z e n s .

2. T h e  e x p a n s i o n  o f  i n v e s t m e n t s  t o  t h e  i n t e r n a t i o n a l  a r e n a
p r o v i d e s  f u r t h e r  d i v e r s i f i c a t i o n  o f  t h e  F u n d ' s  s t o c k  a n d
b o n d  p o r t f o l i o s .  T h i s  b l e n d i n g  a n d  d i v e r s i f y i n g  p e r m i t s  the 
F u n d  t o  c o n t i n u e  its i n v e s t m e n t  m i s s i o n  at lower r i s k  t h a n  
t h a t  c u r r e n t l y  b e i n g  e x p e r i e n c e d .

3. G e n e r a l l y ,  f o r e i g n  i n v e s t m e n t s  g e n e r a t e  h i g h e r  e a n . i n g s  t h a n  
d o m e s t i c  i n v e s t m e n t s .  T h i s  is e v i d e n c e d  b y  t h e  p e r f o r m a n c e  
o f  s u c h  i n v e s t m e n t s  in S t a t e  PEP.3 a n d  TRS. W h i l e  t h i s  
s h o u l d  n o t  b e  a c o m p e l l i n g  a r g u m e n t  f o r  f o r e i g n  i n v e s t m e n t ,  
it is c l e a r l y  i n d i c a t i v e  t h a t  e x p e c t e d  re t u r n s ,  o v e r  time, 
w i l l  b e  at l e a s t  e q u a l  t o  d o m e s t i c  i n v e s t m e n t s .

4. F i n a l l y ,  a n d  p e r h a p s  m o s t  i m p o r t a n t  f r o m  o u r  v i e w p o i n t ,  is 
t h e  b y - p r o d u c t  b e n e f i t  o f  f o r e i g n  i n v e s t m e n t .  T h e  c o n t a c t s  
m a d e  b y  t h e  F u n d  w i l l  be  e x t r e m e l y  v a l u a b l e .  A s  it 
r e s e a r c h e s  f o r e i g n  c o r p o r a t i o n s ;  c o n f e r s ,  m e e t s ,  a n d  e n t e r s  
i n t o  b u s i n e s s  a r r a n g e m e n t s  w i t h  m a j o r  n o n d o m e s t i c  b a n k e r s  
a n d  f i n a n c i e r s ;  a n d  c r e a t e s  d i a l o g u e  w i t h  b u s i n e s s  l e a d e r s  
t h r o u g h o u t  t h e  w o r l d ,  t h e  F u n d  w i l l  b r i n g  b u s i n e s s  v i s i t o r s  
a n d  p o t e n t i a l  i n v e s t o r s  to  o u r  state. A s  t h e s e  v i s i t o r s



e s t a b l i s h  r e l a t i o n s h i p s  w i t h  t h e  Fund, t h e y  w i l l  g a i n  
f i r s t h a n d  e x p o s u r e  t o  A l a s k a  a n d  its b u s i n e s s  a n d  e c o n o m i c  
o p p o r t u n i t i e s .

T h e  g l o b a l  o u t r e a c h  w h i c h  w i l l  b e  f a c i l i t a t e d  b y  i n t e r n a t i o n a l  
i n v e s t m e n t  is m o s t  t i m e l y  in t h e s e  d i f f i c u l t  e c o n o m i c  t i m e s  f o r  
A l a s k a .  W e  m u s t  do  e v e r y t h i n g  p o s s i b l e  t o  e x p a n d  o u r  h o r i z o n s  
a n d  d e v e l o p  i n c r e a s e d  e c o n o m i c  a c t i v i t y .  E n a c t m e n t  a n d  
i m p l e m e n t a t i o n  o f  t h e  C o m m i t t e e  S u b s t i t u t e  f o r  H o u s e  B i l l  217 
w i l l  h e l p  u s  a c c o m p l i s h  this.

W e  r e c o m m e n d  its a d o p t i o n .



A la s k a  P e rm a n e n t  F u n d  C o r p o r a t i o n
Pouch 4-1000 Juneau, Alaska 99802 

(907) 465-2047 Telex 099-46-323

April 13, 1987

R e p r e s e n t a t i v e  F r a n  U l m e r ,  C h a i r  

H o u s e  S t a t e  A f f i a r s  C o m m i t t e e  

P . O .  B o x  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  R e p r e s e n t a t i v e  U l m e r :

I  a m  w r i t i n g  t o  r e q u e s t  t h a t  y o u  s c h e d u l e  H o u s e  B i l l  N o .  2 1 7 ,  " A n  A c t  

r e l a t i n g  t o  p u r c h a s e  o f  f o r e i g n  i n v e s t m e n t s  b y  t h e  b o a r d  o f  t r u s t e e s  o f  t h e  

A l a s k a  p e r m a n e n t  f u n d . "

T h i s  b i l l  i s  s u p p o r t e d  b y  t h e  b o a r d  o f  t r u s t e e s  o f  t h e  A l a s k a  P e r m a n e n t  

F u n d  C o r p o r a t i o n .  I t  w a s  o r i g i n a l l y  r e c o m m e n d e d  b y  t h e  T r u s t e e s  o n  

S e p t e m b e r  2 6 ,  1 9 8 6  ( s e e  B o a r d  R e s o l u t i o n  8 6 - 1 3  a t t a c h e d ) .  S i n c e  t h e  

B o a r d  m e m b e r s h i p  a t  t h a t  t i m e  w a s  q u i t e  a  b i t  d i f f e r e n t  t h a n  a t  p r e s e n t ,  

t h e ^ b i l l  w a s  d i s c u s s e d  a g a i n  a t  t h e  m o s t  r e c e n t  B o a r d  m e e t i n g  o n  M a r c h  

9 ,  1 9 8 7 ,  a n d  t h e  o r i g i n a l  r e c o m m e n d a t i o n  f o r  p a s s a g e  o f  t h i s  b i l l  s t i l l  

s t a n d s .

W e  t h i n k  i t  i s  i m p o r t a n t  f o r  t h e  l e g i s l a t u r e  t o  e x p a n d  t h e  F u n d ' s  

a u t h o r i z e d  l i s t  o f  i n v e s t m e n t s  t o  i n c l u d e  f o r e i g n  s e c u r i t i e s ,  a n d  w e  

l o o k  f o r w a r d  t o  t e s t i f y i n g  i n  s u p p o r t  o f  t h i s  b i l l  a t  y o u r  e a r l i e s t  

c o n v e n i e n c e .  S t a f f  w i l l  b 6  p r o v i d i n g  y o u r  c o m m i t t e e  w i t h  b a c k - u p  

m a t e r i a l  o n  t h i s  b i l l  i n  p a r t i c u l a r  a n d  g l o b a l  i n v e s t i n g  i n  g e n e r a l .

T h a n k  y o u .

W i t h  w a r m  r e g a r d s .

D a v i d  A .  R o s e  

E x e c u t i v e  D i r e c t o r

A t t a c h m e n t



R E S O L U T I O N  OF T H E  B O A R D  OF T R U S T E E S  
THE A L A S K A  P E R M A N E N T  F U N D  C O R P O R A T I O N

R E G A R D I N G  I N V E S T M E N T S  IN F O R E I G N  S E C U R I T I E S

R E S O L U T I O N  86-13

WHEREAS, returns from f o r e i g n  i n v e s t m e n t  h a v e  e x c e e d e d  

t h o s e  in the U n i t e d  States o v e r  m o s t  r e c e n t  t e n  y e a r  per i o d s ;  and

WHEREAS, the U n i t e d  S t a t e s  r e p r e s e n t s  less t h a n  o n e - h a l f  

o f  the w o r l d ' s  eq u i t y  c a p i t a l i z a t i o n  and is d e c l i n i n g  in share as 

f o r e i g n  e c o n o m i e s  e x p e r i e n c e  m o r e  r a p i d  l o n g - t e r m  growth; a n d

WHEREAS, e q u i t y  p a r t i c i p a t i o n  in m a n y  e m e r g i n g  a n d  fast 

g r o w t h  i n d u s t r i e s  can on l y  be a t t a i n e d  t h r o u g h  f o r eign i n v e s t m e n t ;  

and;

WHEREAS, foreign s e c u r i t i e s  m a r k e t s  e x h i b i t  a low c o r r e­

lat i o n  w i t h  the U.S. m a r k e t  t h e r e f o r e  r e d u c e d  o v e r a l l  p o r t f o l i o  

v o l a t i l i t y  w i l l  re s u l t  from i n t e r n a t i o n a l  inve s t m e n t s ;  and

WHEREAS, no one n a t i o n a l  m a r k e t  c o n s i s t e n t l y  p r o d u c e s  

s u p e r i o r  o r  i n f e r i o r  returns; and

WHEREAS, c o m b i n i n g  U.S. and i n t e r n a t i o n a l  i n v e s t m e n t s  

h as c o n s i s t e n t l y  p r o v i d e d  b o t h  i n c r e a s e d  r e t u r n  and r e d u c e d  risk 

c o m p a r e d  to a p o r t f o l i o  of all U.S. equities; and



WHEREAS, g r o w t h  in the U.S. e c o n o m y  r e m a i n s  s l o w  w h i l e  

m a n y  f o r e i g n  e c o n o m i e s  e n j o y  m o r e  r a p i d  a n d  a c c e l e r a t i n g  growth; 

a n d

WHEREAS, i n c r e a s e d  d i s p o s a b l e  income and low i n f l a t i o n  

a b r o a d  is s p u r r i n g  c o n s u m e r  d e m a n d  and d o m e s t i c  growth; and

WHEREAS, a c o n t i n u a t i o n  o f  the d o l l a r ' s  g r a d u a l  d e s c e n t  

w i l l  e n h a n c e  U.S. investors' t o t a l  r e t u r n  fr o m  f o r eign s e c u r i t y  

h o l d i n g s ;

r e c o m m e n d  that the S t ate o f  A l a s k a  L e g i s l a t u r e  c o n s i d e r  a n d  a d o p t  

l e g i s l a t i o n  p e r m i t t i n g  p u r c h a s e  o f  f o r eign s e c u r i t i e s  s i m i l a r  in 

c o n t e n t  to the s u g g e s t e d  Bill a t t a c h e d  h e r e t o  as A p p e n d i x  A.

P A S S E D  A N D  A P P R O V E D  by  the B o a r d  o f  T r u s t e e s  o f  the 

A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n ,  this 26 t h  day o f  September, 

1986.

N O W  T H E R E F O R E  B E  IT R E S O L V E D  that the B o a r d  of T r u s t e e s

C l y d e  M. Sherwood, C h a i r m a n
B o a r d  of  T r u s t e e s
A l a s k a  P e r m a n e n t  Fu n d  C o r p o r a t i o n

D a v i d  A. Rose, E x e c u t i v e  D i r e c t o r

Page 2
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ALASKA PERMANENT FUND CORPORATION 
BOARD OF TRUSTEES

APPENDIX A  TO RESOLUTION 86-13 
INVESTMENTS IN FOREIGN SECURITIES

A BILL

For an Act entitled: "An Act relating to purchase of foreign

securities by the Alaska permanent fund."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.13. 120 (g) (8) is amended to read:

(8) domestic corporate debt securities which are 

rated AA or better by a nationally recognized rating service, or 

foreign corporate debt securities of comparable quality;

* Sec. 2. AS 37.13.120 (g)(19) is amended to read:

(19) certificates of deposit, tern deposits, or

bankers' acceptances, which are issued by a United States or 

foreign bank or trust company located in a foreign country ana are 

denominated in United States or foreign currency, if either (A) 

they may be readily sold in a secondary market at prices reflecting 

fair value, or (B) the issuing bank or trust company has capital 

and surplus at the date of issue equaling at least S100,000,000 

($500,000,000); investments made under this paragraph are not

subject to the collateral requirements for domestic certificates 

under (m) of this section;

* Sec. 3. AS 37.13.120(g) is amended by adding a new

paragraph to read:

(21) securities of foreign governments, foreign 

governmental agencies, and foreign corporations the principal of 

which is, or the interest or dividends on which are, payable in 

either United States dollars or foreign currencies.

* Sec. 4. AS 37.13.120(h) is amended to read:

(h) The board may enter into future contracts for the 

sale of investments purchased under (g) of this section, or for the 

sale of foreign currencies, only for the purpose of hedging an

existing equivalent ownership position in these investments 

(SECURITIES].



(i) At the time of each investment, the aggregate

investment of the Alaska permanent fund in each stated category of

investment may not exceed the following stated percentage of the 

total investments of the fund: mortgages under (g) (16) of this

section, 15 percent; real estate investments under (g)(20) of this 

section, 15 percent; foreign certificates of deposit, foreicn term 

deposits, and foreign bankers' acceptances [OR THE EQUIVALENT) 

under (g)(19) of this section, 20 percent; securities of foreicn 

governments, foreign governmental agencies. and foreicn

corporations under (g) (8) and (21) of this section, 20 percent: 

domestic corporate stocks and debt securities under (g) (3) , (9) , 

and (18) of this section, 50 percent. The Alaska permanent fund

may at no time own more than five percent of the voting stock of a 

corporation. Domestic stocks, except for bank and insurance 

company stocks, must be listed at the date of purchase on an 

exchange registered with the Securities and Exchange Commission.

* Sec. 5. AS 37. 13. 120 (i) is amended to read:

(



1986 WORLD

EQUITIES ($5.6 Trillion)

3 9 . 0 %  

U . S .

2 7 0 %

E u r o p e /

O t h e r

3 4 . 0 %  

J a p a n /  

F a r  E a s t

S o u r c e :  J.P. M o r g a n  I n v e s t m e n t

CAPITAL M A RKETS

B O N D S  ($7.4 Trillion)

4 4 . 0 %

U . S .

3 1 . 0 %  

E u r o p e /  

O t h e r

2 0 . 0 %  

J a p a n /  

F a r  E a s t

5 . 0 %  I n t e r n a t i o n a l  

D o l l a r  D e n o m i n a t e d



T O T A L  A N N U A L  R E T U R N  ( U . S .  D O L L A R S )Switzer-Germany land U.K. Australia
1 9  7 7 2 5 . 8 2 8 . 7 5 8 . 0 1 1 . 9

1 9 7 8 2 6 . 9 2 1 . 9 1 4 . 6 2 1 . 8

1 9 7 9 (2 .2 ) 1 2 . 1 2 2 . 1 4 3 . 6

1 9 8 0 (7 .3 ) 4 1 . 1 5 5 . 3

1 9 8 1 (8 .2 ) (9 .5 ) (1 0 .6 ) sum
1 9 8 2 1 2 . 3 3 . 4 9 . 2 (2 2 .6 )
1 9 8 3 2 5 . 9 1 9 . 3 1 7 . 2 5 6 . 0

1 9 8 4 (3 .8 ) (1 1 .1 ) 5 . 4 (1 2 .6 )
1 9 8 5 1 4 0 . 9 1 0 8 . 9 5 3 . 4 2 1 . 0

1 9 8 6 3 7 . 2 3 4 . 3 2 7 . 1 4 3 . 8

S&PJapan Singapore Canada 5 0 0

1 5 . 9 5 . 9 (2 .1 ) (7 .2 )
5 3 . 3 4 5 . 1 2 0 . 4 6 .5 !mm\I 2 8 5 5 1 . 8 1 8 . 5

3 0 . 3 6 2 . 8 2 2 . 6 3 2 . 4

1 5 . 8 1 8 . 3 (1 0 .7 ) (4 .9 )(0 .5 ) (1 6 .7 ) 2 . 4 2 1 . 5

2 4 . 9 3 1 . 7 3 3 . 4 2 2 . 4

1 7 . 1 n§$! (7 .6 ) 6 . 2

4 3 . 9 mm 1 6 . 1 3 1 . 7

9 9 . 7 4 5 . 2 1 0 .7 f 1 8 . 2

B E S T  P E R F O R M E R  W O R S T  P E R F O R M E R
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U.S. INTERNATIONAL EQUITY MARKET 
PERFORMANCE COMPARISON 

M.S.C.I. EAFE INDEX vs. STANDARD & POOR’S 500
8 0 0

6 0 0

4 0 0

2 0 0
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Components of The MSCi Europe, Australia, 
Far East (EAFE) Index December 31, 1986

Belgium 1.1%
France 4 .4 %
Germany 8 .0 %
Italy 4 .3 %Netherlands 2 .7 %Spain 1.2 %Sweden 1.5 %Switzerland 3 .9 %
A u s t r i a ,  D e n m a r k ,  N o r w a y  0 . 9 %

Japan 5 3 .8 %Australia 2 5 %Hong Kong 1.5 % Singapore/Malaysia 0 .9 % United Kingdom 1 3 .3 %

S o u r c e :  M o r g a n  S t a n l e y  C a p i t a l  In t e r n a t io n a l

T o t a l  C a p i t a l i z a t i o n  
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4

W h y  f o r e i g n  i n v e s t m e n t s ?  T h i s  is a q u e s t i o n  w h i c h  

w o u l d n ' t  e v e n  h a v e  a r i s e n  20 y e a r s  ago. I n  1967, t h e  U n i t e d  

S t a t e s '  f i n a n c i a l  m a r k e t s  r e p r e s e n t e d  o v e r  t w o - t h i r d s  o f  t h e  

w o r l d ' s  e q u i t y  m a r k e t  c a p i t a l i z a t i o n ,  a n d  t h e  U n i t e d  S t a t e s  

w a s  t h e  w o r l d ' s  u n q u e s t i o n e d  f i n a n c i a l  a n d  i n d u s t r i a l  l e a d­

er. By t h e  e n d  of  1987, it r e p r e s e n t e d  o n l y  33% o f  t h e  

w o r l d ' s  e q u i t y  m a r k e t  c a p i t a l i z a t i o n ,  a n d  m a n y  e c o n o m i s t s  

p r e d i c t  t h a t  t h i s  p e r c e n t a g e  w i l l  c o n t i n u e  t o  shrink.

T h e  w o r l d ' s  i n v e s t a b l e  c a p i t a l  m a r k e t s ,  e x c l u d i n g  c a s h  

a n d  r e a l  estate, t o t a l e d  s o m e  $13 t r i l l i o n  a t  t h e  e n d  of 

D e c e m b e r  1986. T h e  w o r l d  f i x e d - i n c o m e  m a r k e t s  a m o u n t e d  to 

s o m e  $7.4 t r i l l i o n  w h i l e  t h e  w o r l d  e q u i t y  m a r k e t s  t o t a l e d  

$5.6 t r i l l i o n .  S o m e  s t a t i s t i c i a n s  a r e  p r o j e c t i n g  t h a t  b y  

t h e  y e a r  2000, w o r l d  G N P  w i l l  b e  o v e r  $15 t r i l l i o n ,  w i t h  75% 

o u t s i d e  t h e  U n i t e d  States.

W i t h  t h e  b r e a k d o w n  of e x c h a n g e  c o n t r o l s  a n d  r a p i d  

t e c h n o l o g i c a l  a d v a n c e s  in c o m m u n i c a t i o n s ,  t h e  i n t e r n a t i o n­

al i z a t i o n  o f  t h e  w o r l d ' s  f i n a n c i a l  m a r k e t s  h a s  b e e n  p r o­

c e e d i n g  a t  a r a p i d  pace. T o  p u t  i n t o  p e r s p e c t i v e  t h e  

m a g n i t u d e  of t h e s e  changes, o n e  o n l y  h a s  t o  c o n s i d e r  t h a t  in 

1973 t e l e v i s i o n  n e w s  in J u n e a u  w a s  d e l a y e d  a t  l e a s t  a d a y

TH E IMPO RT A N CE OF  INVE ST ING G L O B A L L Y  IN A  S H R I N K I N G  W O R L D
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I

and  a l l  s c h e d u le d  p ro g ra m s  w e re  d e la y e d  a w e e k . T he  ta p e s  

h a d  t o  be  f lo w n  t o  J u n e a u  f r o m  S e a t t l e ,  a n d  n o t  i n f r e q u e n t ­

l y ,  b a d  w e a th e r  d e la y e d  t h e i r  a r r i v a l .  T he  o n ly  a c c e s s  t o  

c u r r e n t  w o r ld  news a nd  t h e  f i n a n c i a l  m a r k e ts  w as t h e  t e l e ­

p h o ne  .

T o d a y , th a n k s  t o  s a t e l l i t e  te le c o m m u n ic a t io n s ,  t h e  

A la s k a  P e rm a n e n t F und  C o r p o r a t io n  h a s  i n s t a n t  a c c e s s  n o t  

o n ly  t o  w o r ld  news b u t  a ls o  t o  t h e  w o r l d 's  f i n a n c i a l  

m a r k e t s .  I n  o u r  o f f i c e  i n  J u n e a u , e a c h  o f  o u r  in v e s tm e n t  

o f f i c e r s  h a s  tw o  t e l e v i s i o n  m o n i t o r s  on  w h ic h  we a r e  a b le  t o  

o b t a in  R e u te r s  a nd  T e le r a t e  f i n a n c i a l  s e r v i c e s .  We h a ve  

i n s t a n t  a c c e s s  t o  t h e  s t o c k  m a r k e t ,  t h e  U .S . G o v e rn m e n t bond  

m a r k e t ,  f o r e i g n  e x c h a n g e  q u o t a t io n s ,  c o m m o d i t ie s ,  f i n a n c i a l  

f u t u r e s ,  w o r ld w id e  f i n a n c i a l  n ew s , a nd  t r a d i n g  i n  U .S . 

G o ve rn m e n t b o n d s  i n  b o th  L ondon  a nd  T o k yo  a s  w e l l  a s  New 

Y o r k .

The  r a p i d i t y  w i t h  w h ic h  t h e  w o r ld  h a s  b e e n  s h r i n k i n g  

h a s  b e e n  t r u l y  b r e a t h t a k in g .  W o r ld w id e  g lo b a l  te le c o m m u n i­

c a t i o n s  and  th e  i n t e g r a t i o n  o f  t h e  w o r l d 's  f i n a n c i a l  m a rk e ts  

i s  no  lo n g e r  a d re am  b u t  w e l l  on  t h e  w ay t o  b e in g  an  accom ­

p l i s h e d  f a c t .

D u r in g  t h e  p a s t  17 y e a r s ,  a p e r i o d  o f  e x p lo s i v e  c h a n g e , 

t h e  n o n -U .S . m a rk e ts  h a v e  o f f e r e d  s i g n i f i c a n t  in v e s tm e n t
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o p p o r t u n i t i e s  f o r  U . S .  i n v e s t o r s .  M an y o f  t h e  w o r l d 's  

f a s t e s t  g r o w in g  e c o n o m ie s  t o d a y  a r e  l o c a t e d  i n  t h e  P a c i f i c  

B a s in ,  a n d  in v e s t m e n t s  i n  t h i s  a r e a  o f f e r  som e o f  t h e  m o s t 

a t t r a c t i v e  o p p o r t u n i t i e s  c u r r e n t l y  a v a i l a b l e .

O p p o r t u n i t i e s  c a n  b e  s e e n  b o th  i n  t h e  fo rm  o f  r e t u r n  

e n h a n c e m e n t an d  r i s k  r e d u c t i o n .  A  num ber o f  s t a t i s t i c a l  

s t u d i e s  h a v e  show n  d e f i n i t e  b e n e f i t s  fro m  f o r e i g n  i n v e s t ­

m e n t ,  b o th  i n  t h e  l e v e l  o f  r e t u r n  and  t h e  r e d u c t i o n  o f  r i s k .  

I t  h a s  b e e n  d e m o n s tr a te d  t h a t  t h e  i n c l u s i o n  o f  f o r e i g n  

in v e s t m e n t s  i n  a d o m e s t ic  p o r t f o l i o  r e d u c e s  t h e  v o l a t i l i t y  

( r i s k )  o f  t h a t  p o r t f o l i o  s i n c e  t h e  w o r l d 's  f i n a n c i a l  m a r k e ts  

d o  n o t  a l l  m ove  i n  c o n c e r t .  T h e  d e g r e e  o f  b e n e f i t  dem on ­

s t r a t e d  v a r i e s  fr o m  o n e  s t u d y  t o  a n o th e r  d e p e n d in g  u p o n  t h e  

p a r t i c u l a r  t im e  s p a n  u s e d ,  t h e  c o u n t r i e s  c o v e r e d ,  a n d  t h e  

t y p e s  o f  i n v e s t m e n t s ,  b u t  t h e  p o s i t i v e  c o n c lu s io n s  p e r s i s t  

th r o u g h  a l l  o f  th e m .

G lo b a l  i n v e s t i n g  i s n ' t  r e s t r i c t e d  t o  o n l y  a  f e w  com ­

p a n i e s ;  i t  i n c l u d e s  m o s t o f  t h e  w o r l d 's  m a jo r  i n d u s t r i e s .

T h e  num ber on e  o i l  com pan y i n  t h e  w o r ld  i s  E x x o n .  N um bers  

tw o  an d  t h r e e  a r e  f o r e i g n  c o m p a n ie s  -  T h e  R o y a l  D u tc h  S h e l l  

G ro u p  and  B r i t i s h  P e t r o le u m .  T h e  tw o  l a r g e s t  fo o d  c o m p a n ie s  

a r e  E u ro p e a n  -  U n i l e v e r  o f  D u tc h  and  B r i t i s h  o w n e r s h ip ;  and  

N e s t l e ,  a S w is s  c o n c e r n .  T h e  num ber tw o  a n d  t h r e e  c h e m ic a l  

c o m p a n ie s  i n  t h e  w o r ld  b e h in d  D u p o n t a r e  G erm an  -  B a y e r  and
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Hoe c h s t .  A n d  t h e  t o p  f o u r  b a n k s  are J a p a n e s e  - D a i c h i  

K a n gyo, Fuji, S u m i t o m o ,  a n d  M i t s u b i s h i .  S o m e  o f  t h e  m o s t  

s i g n i f i c a n t  r e s e a r c h  f o r  m o d e r n  w o n d e r  d r u g s  is b e i n g  

u n d e r t a k e n  b y  a n u m b e r  o f  m a j o r  S w i s s  and B r i t i s h  p h a r m a­

ce u t i c a l  c o m p a n i e s .

C u r r e n t l y  t h e  w o r l d  is i n v o l v e d  in  f i e r c e  c o m p e t i t i o n  

t o  d e t e r m i n e  w h i c h  c o m p a n i e s  w i l l  b e  t h e  w i n n e r s  in t h e  

f i e l d s  o f  c a p i t a l  goods, c o n s u m e r  e l e c t r o n i c s ,  a n d  t e l e­

co m m u n i c a t i o n s .  A  l a r g e  n u m b e r  o f  t h e  m o s t  r a p i d l y  g r o w i n g  

f i r m s  are s i t u a t e d  o u t s i d e  t h e  U n i t e d  States, r e f l e c t i n g  

f a s t  e x p a n d i n g  o v e r s e a s  m a r k e t s  a n d  a b u n d a n t  o v e r s e a s  

s u p p l i e s  o f  i n d u s t r i a l  r a w  m a t e r i a l s  a n d  o f  l a b o r  a t  v a r i o u s  

s k i l l  levels. In s o m e  i n s tances, i n v e s t o r s  c a n  o n l y  p a r t i­

c i p a t e  in c e r t a i n  a r e a s  o f  t e c h n o l o g y  b y  i n v e s t i n g  in 

f o r e i g n  firms.

O v e r  t h e  t e n  y e a r  p e r i o d  e n d i n g  D e c e m b e r  1986, t h e  

S t a n d a r d  & P o o r ' s  500 I n d e x  m a n a g e d  a v e r y  h e a l t h y  c o m­

p o u n d e d  r e t u r n  of 1 3 .7% annua l l y .  T h e  C a p i t a l  I n t e r n a t i o n a l  

E u r o p e ,  A u s t r a l i a ,  F a r  E a s t  I n d e x  r e t u r n e d  a n  a n n u a l  2 2 . 3 %  

f o r  t h e  s a m e  period. T h e  n e x t  d e c a d e  m a y  b e  j u s t  t h e  c o n­

v e r s e  w i t h  t h e  S & P  a t  2 2 . 3 %  a n d  E A F E  a t  13.7%. E v e n  if t h i s  

is t h e  case, o n e  can  b e  f a i r l y  c e r t a i n  t h a t  t h e r e  w i l l  b e  

co u n t r i e s ,  s e c u r i t i e s ,  a n d  w h o l e  a s s e t  c l a s s e s  t h a t  w i l l

-4-



o u t p e r f o r m  the U.S. for p e r i o d s  o f  t i m e  d u r i n g  t h e  n e x t  

decade.

T h e  U n i t e d  S t a tes' i n a b i l i t y  t o  s t a n d  a p a r t  f r o m  t h e  

r e s t  o f  t h e  w o r l d  as a n  i n d e p e n d e n t  e n t i t y  is, a b o v e  all, 

t h e  r e a s o n  to  f a c t o r  i n t e r n a t i o n a l  i n v e s t i n g  i n t o  i n v e s t m e n t  

plans. In addition, a n u m b e r  of a n a l y s t s  s u g g e s t  t h a t  t h e  

p r u d e n t  m a n  r u l e  a n d  t h e  p r u d e n t  e x p e r t  r u l e  r e q u i r e  

i n v e s t o r s  w i t h  f i d u c i a r y  r e s p o n s i b i l i t i e s  t o  l o o k  c a r e f u l l y  

a t  d e v e l o p m e n t s  w o r l d w i d e  a n d  to p u t  in p l a c e  p l a n s  f o r  a n  

u n c e r t a i n  f u t u r e  - a f u t u r e  o f  u n p r e d i c t a b l e  g l o b a l  i n f l u­

en c e  o n  inv e s t m e n t s .

W e  d o n ' t  k n o w  h o w  t h e  U.S. m a r k e t  w i l l  c o m p a r e  t o  

f o r e i g n  m a r k e t s  o v e r  t h e  n e x t  t w e n t y  years. T h e  a n a l y s i s  of 

i n t e r n a t i o n a l  m a r k e t s  s h o u l d  b e  e m b r a c e d  b e c a u s e  it c a n  

p r o t e c t  a s e c u r i t i e s  p o r t f o l i o  a g a i n s t  u n f o r e s e e n  da n g e r s . 

U n c e r t a i n t y  a b o u t  t h e  f u t u r e  s h o u l d  b e  a c o m p e l l i n g  f o r c e  

l e a d i n g  i n v e s t o r s  t o  d i v e r s i f y  as w i d e l y  as p o s s i b l e .
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March 25, 1987

The H o n o r a b l e  Ben G r u s s e n d o r f  
S p e a k e r  o f  the H o u s e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. Box V 
Juneau, A K  99811

De a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18, of the A l a s k a  
Co n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a bi l l  r e l a t i n g  to the 
p u r c h a s e  of f o r e i g n  i n v e s t m e n t s  b y  the b o a r d  o f  t r u s t e e s  
of the A l a s k a  P e r m a n e n t  Fund. The b i l l  s p e c i f i c a l l y  p e r­
mits the p u r c h a s e  o f  f o r e i g n  s e c u r i t i e s  b y  the board.

Re t urns from f o r eign i n v e s t m e n t  have e x c e e d e d  t h o s e  f r o m  
i n v e s t m e n t s  in  the U n i t e d  S t a t e s  ov e r  m o s t  r e c e n t  1 0 - y e a r  
periods. In addit i o n ,  the U n i t e d  St a t e s  r e p r e s e n t s  less 
than o n e - h a l f  of  the w o r l d ' s  e q u i t y  c a p i t a l i z a t i o n ,  and 
that s h a r e  is d e c l i n i n g  as f o r e i g n  e c o n o m i e s  e x p e r i e n c e  
m o r e  r a p i d  l o n g - t e r m  g r o wth. N o  one n a t i o n a l  m a r k e t  c o n­
sis t e n t l y  p r o d u c e s  s u p e r i o r  or i n f e r i o r  returns, and f o r­
eign s e c u r i t i e s  m a r k e t s  e x h i b i t  a low c o r r e l a t i o n  w i t h  the 
U.S. market. C o n s e q u e n t l y ,  the a b i l i t y  to i n v e s t  in t h o s e  
fo r eign s e c u r i t i e s  w i l l  r e d u c e  o v e r a l l  p o r t f o l i o  r i s k  
w h i l e  p r o v i d i n g  an i n c r e a s e d  r e t u r n  w h e n  c o m p a r e d  to a 
p o r t f o l i o  of s o l e l y  U.S. e q u i ties.

In sec. 2 of  the bill, c a p i t a l  and s u r p l u s  r e q u i r e m e n t s  
are r e d u c e d  in r e c o g n i t i o n  o f  d i f f e r e n t  i n t e r n a t i o n a l  a c­
cou n t i n g  c o n v e n t i o n s .  F o r  exa m p l e ,  it has b e e n  r e p o r t e d  
in B a r r o n ' s  N a t i o n a l  B u s i n e s s  and F i n a n c i a l  W e e k l y  that, 
if U.S. r e g u l a t o r s  r e q u i r e d  U.S. b a n k s  to e s t a b l i s h  a m o d­
est 10 p e r c e n t  r e s e r v e  a g a i n s t  t h e i r  loans to the s i x  m a­
jor L a t i n  A m e r i c a n  d e b t o r s ,  it w o u l d  c o s t  C h a s e  M a n h a t t a n  
Ba n k  $4.82 a s h a r e  this y e a r  and M a n u f a c t u r e r s  H a n o v e r  T r u s t  
Co. m o r e  than t w i c e  t h a t  amount. O n  the o t h e r  hand, some  
G e r m a n  b a n k s  r e s e r v e  m o r e  t h a n  30 p e r c e n t  a g a i n s t  
l e s s e r - d e v e l o p e d - c o u n t r y  loans. If w e  w e r e  to r e q u i r e  
$5 0 0 , 0 0 0 , 0 0 0  in c a p i t a l  a n d  s u r p l u s  of all f o r e i g n  banks,
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we m i g h t  be f o r c e d  to e l i m i n a t e  i n v e s t m e n t s  in b a n k s  w i t h  
s m a ller r e p o r t e d  c a p i t a l  but v e r y  l a r g e  u n r e p o r t e d  r e­
serves, w h i c h  m i g h t  m a k e  t h e m  some of the s a f e s t  b a n k s  in 
the world.
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BY THE RULES COMMITTEE BYIN THE HOUSE REQUEST OF THE GOVERNOR
HOUSE BILL NO. 217 

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE - FIRST SESSION 

A BILL
For an Act entitled: "An Act relating to purchase of foreign investments

by the board of trustees of the Alaska permanent 
fund."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.13.120(g)(8) is amended to read:

(8) domestic corporate debt securities that [WHICH] are 
rated AA or better by a nationally recognized rating service, or 
foreign corporate debt securities of comparable quality;

* Sec. 2. AS 37.13.120(g)(19) is amended to read:
(19) certificates of deposit, term deposits, or bankers' 

acceptances, which are issued by a United States or foreign bank or 
trust company located in a foreign country and are denominated in 
United States or foreign currency, if either (A) they may be readily 
sold in a secondary market at prices reflecting fair value, or (B) the 
issuing bank or trust company has capital and surplus at the date of 
issue equaling at least $100,000,000 [$500,000,000]; investments made 
under this paragraph are not subject to the collateral requirements 
for domestic certificates under (m) of this section;

* Sec. 3. AS 37.13.120(g) is amended by adding a new paragraph to read:
(21) securities of foreign governments, foreign govern­

mental agencies, and foreign corporations the principal of which is, 
or the interest or dividends on which are, payable in either United 
States dollars or foreign currencies.

* Sec. A. AS 37.13.120(h) is amended to read:
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1 (h) The board may enter into future contracts for the sale of
2 investments purchased under (g) of this section, or for the sale of
3 foreign currencies, only for the purpose of hedging ah existing equiv-
A alent ownership position in these investments [SECURITIES],
5 * Sec, 5. AS 37.13.120(i) is amended to read:
6 (i) At the time of each investment, the aggregate investment of
7 the Alaska permanent fund in each stated category of investment may
0 not exceed the following stated percentage of the total investments of
9 the fund: mortgages under (g)(16) of this section, 15 percent; real
10 estate investments under (g)(20) of this section, 15 percent; foreign
11 certificates of deposit, foreign term deposits, and foreign bankers'
12 acceptances [OR THE EQUIVALENT] under (g)(19) of this section, 20
13 percent; securities of foreign governments, foreign governmental
1A agencies, and foreign corporations under (g)(8) and (21) of this
15 section, 20 percent; domestic corporate stocks and debt securities
16 under (g)(8), (9), and (18) of this section, 50 percent. The Alaska
17 permanent fund may at no time own more than five percent of the voting
18 stock of a corporation. Domestic stocks, except for bank and insur-
19 ance company stocks, must be listed at the date of purchase on an
20 exchange registered with the Securities and Exchange Commission.
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