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Institution: 

Location: 

Size: 
Assets: 
Capital: 

Purpose: 

Sourc e of Funds: 

Manage ment Structure: 

M · nagcme nt of Funds : 

Portfolio: 

Swedish Investment Bank Ltd. 

Stockholm, Sweden 

12/31 /74 
U. S. $672. 8 million 
U. S. $270. 9 million 

Swedish Investment Bank Ltd . (11SIB11
) was established in 

1967 by an act of the Swedish Parliament to assist in the 
financing of industrial and commercial projects in Sweden 
which encourage economic rationalization, structural 
adaptation and development. The act establishing SIB 
contempla.ted that its lending will be consistent with 
national economic policies. All of the capital stock of 
SIB is owned by the Swedish Government. In addition , 
the Swedish Government has extended a limited guarantee 
of SIB' s obligations. 

Subscribed capital , reserves, net income, cash fl ow frorn 
l ending ope rations and borrowing. 

Governed by a Board of Directors (9) and Deputy Directors 
(9). Ongoing ope rational responsibility rests wilh Managing 
Director and Staff. Total employees: 31 , 22 of whorr. are 
managerial or profess ional. In certain l oan and credit 
evaluations, SllJ enga ges s pecial consuLta.ntA. 

lnte rna l. Ba nk's s taff consists prima r ily of "lending 
office r s '' wi th prev!ous comme rcial and investme nt banking 
e xpe ricnce. 

SIB makes me dium (5- 10 years ) and lo ng-term (10-20 
years) loans a nd guarantees thereof princ ipally to or fo r 
privat e S\/odish companies to financ e indu~tl'ial projects 
in Sweden a nd, to a leaser extent, Swedish exports. Such 
financing is not gt.ne ra. lly available from other sources in 
Sweden and m ay invo lve a c.lditiona l ris ks especia lly tho se 
r e lated to long -term devc lopments , whic h would not 
norma lly be ass n r eel b y conve ntiona l Swedis h lending 
in t.1 litulions. SIB is a l so authorized to m ake equi ty invei>t­
ment8 . 

ln aHijc ssing individual pt·ojccts, S ID pays par ticu!a r 
nttcnlion l o lhc con1mc r cial v iabil ity of the project 
conc erned. SJB a l so considers the impact of the use 
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· Swedish Investment B~nk Ltd . 

Portfolio: 
(cont'd.) 

Capital Structure: 

Incon1e: 

of proceeds on the Swedish economy. One of SIB ' s 
objectives i.s to earn a satisfactory return on its equity 
capital and it applies credit standards and negotiates 
loan terms consistent with this pur pose. 

At 12 /3 1/74 , SIB's outstanding loans totalled U . S. 
$517. 6 milliun and its guarantees outstanding totalled 
U. S . $ 15 . 8 million. 

12/31/74 
Debt U . S. $487 . 8 1nillion 
Capital U. S. 

u. s. 
2 70 . 9 million 

$758 . 7 milliun 

64 . 3% 
35.7 

100. 0% 

10% of net income allocated to statutory reserve. 
Substantially all net income to date retained by SIB . 
Income not exempt from taxation. 



PROSPECTUS 

SD·R 40,000,000 
(Special Drawing Rights) 

SVERIGES INVESTERINGSBANK 
AKTIEBOLAG 

(Swedish Investment Bank Limited) 

wholly-owned by the 

Kingdom of Sweden 
9% Bonds Due 1982 

The Offc ing Price of the Bonds is 100 per cent. of the principal amount, plus accrued interest from Isl July, 
1975 to the date of delivery. Subscription is to be made in United States dollars al n subscription price of 
U.S.$1,246.48 per Bond plus accrued interest to the date of delivery. 

Tire value of rite S DR. subject as set f orth herein, is equal tn ·rite value of 011e special drawi11g rig/it of the 
International Mnr.etary Fund, which at prese11t is valued on the basis of specified amo1111ts of 16 currencies, as 
more fully set forth herein. The i·alue of the Tnternational Monetary Ft nd special drawing right in terms o/ the 
United S tates dollar as of the date of this Prospectus, as determined 1y tlte International Monetary Fund, is 
U.S.$/.24648. 

The Donds will rank n;> direct unsecured obligations of Sveri~~s Inv~steringsbauk Aktiebolng. Mandatory 
redemption will be by instalments of SOR 10,000,000 ou l"l July in each of the years 1979, 1980 and 1981. 
Save ns referred to herein, the Bonds may riot be oplior. tty redeemed prior to 1st July, 1979. 

Payments of principal, premium, if any, and iotcre•.c will be made in United States dollars, and without with­
holding or deduction for or on account of Swed isl-. laxes to the extent set forth under "Description of Donds­
Trucation". Interest is payable nnnual!y on lst July in New York City, Amsterdam, Basie, Drussels, 
Frankfort/Main, Genevn, London, Luxembourg, Milan, Paris and Zurich. 

Application bns been made to list the Bonds on the Luxembourg Stock Exchange. 

The Bone.ls have not been registered unc.ler the United Stales Securities Act of 1933 aml may not be ofTcred 
or sold dirl!Ctly or indirectly in the United States of America (including its tcrritori~. its possessions nnd 
all areas subject to its jurisdiction). or to naliona ls or residents thereof. See ' 'Underwriting and Subscrip· 
tion" herein. · 

It is expected that delivery o[ the n onds will be made.. at the onices of Credit Suisse White Wclu Limited, 
122 Leadenhall Street, London EC3V 4QH, on or nbout 8th July. 1975. 

Credit Suisse \tVhite Wel<l Limited 

Swiss Bank Corporntiou 
(Overseas) Limited 

Union Bank of Switzerland 
(Securities) Limited 

Krcdictbank S.A. 
Luxemhourgeoisc 

Dresdner Bank AktiengeseJlschaft S. G. Wnrlmrg & Co. Lt<l. 

Post-och Kreclitbnnken 
PKbanken 

Skundioavisku Enskiltlu 
Banken 

Tho date of this Prospec tus is 19th Juno, 197 5 

Svenska 
Hnndelsbnnken 



No dealer, salesman or any other person bas been authorised to give any information or to meke any 
rcpres~ntations other than those col!taincd in this Prospectus ;n connection with the off er contained in this 
Prospectus and, if gh'eo or made, such information or representations must not be relit'<l upon as having t>een 
authorised by SYeriges Investeringsbaok Akti.ebolag (the "Ilank"} or by the bnnks nam1!d on the front page of 
this Prospectus (the "Managers") or by any of the uodemriters. Neither the delivery of fbis Prospectus nor any 
sale made hereunder shall, under any circumstances, create any implication that there has been no change in the 
affairs of the Bank since the date hereof. 'This Prospe~tus does not constirute an offer or s:olicitation wi~h respect 
to any security other than the 'Bonds offered hereby or by anyone in 1rny jurisdiction in which such offer or 
solicitation is not authorised or to any person to whom it. is unlawful to ma1'e sucb. offer or so1icitation. 

This Prospeetus bas been prepared and compiled by the Bank, which bas given written assurances to the 
Managero that the information cGntained herein is accurate nod that there are no other material facts the omis­
sion of which would make ~ny staterm:t herein misleading. 

In this Prospectus, all references to dollars or "$" arc to United States dollars. Except as ofllenrise 
indicated, the U.S. dollar amounts appearing in this Prospectus represent ttansla~ions of Swe,:isb Kronor 
("Sh'') amounts at the rate of 4.09 Skr to the U.S. dollar, the quoted commercial bnnk selling rate in 
Stockholm on 31st Detcmber, 1974, the last date includ1?d in the aud\ted financial statements presented herein. 
Such translations should not be construed as representatio11s that the Kronor amounts could have been or could be 
converted into U.S. dollars at that or any other rate. The Kronor-U.S. dollar rate has been Boating since 
M11rcb, J973. Oo 18th June, 1975, the sclliug rate for Kronoc quoted by commercial banks in Stockholm at 
the close of business was 3.909 Skr to the U.S. dollar. 
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In connection 'vith this offering, the Managers may oveNlllot or effect transactions In tbe open market 
or otl1erwise with n view to stabilising or maintaining the market price of the nonds at levels nbove those which 
micht othen~ : ~e ,w,·;lt In the 1>pen mnrket. Such tuo.sactions, lf commenced, may be discontinued at nny tlm~. 
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· DESCRIPTION OF BONDS · . . 
The Bonds will be limited to SDR 40,000,000 (Special Drawing Rights) aggregate prinCipal a1nount and 

will be direct unsecured general obligations of Sveriges Illvesteringsbank Aktiebolag (the "IHnk"). The 
Bonds will be issued under a Trust Agreement (the "Trust Agreement") dated 19th June, 1975 .among the 
Ban1c and Finimtrust S.A., acting as fiduciary representative of the holders of the Bonds (the "Tru:;tee"). The 
Trustee's principal office is presently located at ~7. rue Notre Dame, Luxembourg City. Certain statements 
under this caption ar! summaries of, and are subject to, the detailed provisions vf the Bonds and the Tm.st 
Agreement, copies of which wlll be available (or inspection at the offices referred to under "Payment of 
Principal and Interest" below. Pursuant to the Trust Agreement, no holder of any Bonds or any coupons 
appertaining thereto may individually exercise any of his rights under the Bonds or coupons, except for the 
right to collect payment of the Bonds and_coup.ons, the right to vote at general meetings ~f holders of Bonds 
and the rights expressly granted by the Trust Agreement, unless he has been so authorised by the Trustee in 
writing. 

The issue of the D011ds was authorised by a Resolution of the Board of Directors of the Bank adopted on 
25th April, 1975. 

The Central Bank of Sweden gave, on 18th June, 1975, approval for the issue of the Bonds and has given 
an authorisation, irrrvocable by il3 terms, under which the Dank may purchase and transfer sullicient U.S. 
dollars to pay interest o 1, principal of, and premium, if any, in respect of the Bonds. 

Payment of Principal and Interest · 
· All payments of principal, premium, if any, and interest will be made in United States doll:irs. 

The Donds wiJI be dated 1st July, 1975, will mature on 1st July, 1982 and will bear interest from 1st July, 
1975 at 9 % per annum, payable annually in arrears on I st July, beginning 1st July, 1976. The Bonds and 
coupons may be presented for payment (a) at the principal office of The Chase Manbatt11n Bank (National 
Association) in New York City (the "Principal Paying Agent") or (b) subject to applicable laws and regula­
tions and su}?ject to the right of the Bank to terminate or add to such offices, nt the main offices of The Chase 
Manhattan Bank (National Association) in Frankfurt/Main, London, Milan and Paris; Credit Suisse, Swiss 
Bank Corporation and Union Dank of Switzerland in Basie, Geneva and Zurich; Nederlandse Crcdietbank 
N.V. in Amsterdam; Banque de Commerce S.A. in Brussels; Banque Frani;ais..: de Depots ct de Titres in 
Paris an<l Kredietbank S.A. Lwcembourgeoise in Luxembourg City. Payment at the offices referred to in (b) 
above will be made by United States dollar cheque drawn on a bank in New York Ci ty or by transfer to a 
United States Jollar account maintained by the payee with a bnnk in New York City. The ntnount or enr.h 
payment will be computed on the basis of the value of the SDR, dctcnnined us set forth under "Computat' on 
of the Value of the SOR" below, ns of the fifth business day in both London and in New York City (un<l, at 
any time contemplated by paragraph (b) under "Computntion of the Vnlue of the SfJR" below, in Luxem­
bourg City) prior to the date on which such payment is to become due. The term "business day'' means nny 
clay on which bnnks in the relevant cities arc normally open for business. Tho Dunk will agree that so Jong as 
any Donds arc outstanding it will nl nil times maintain paying agents in New York City and Luxembourg City 
for the pnymcnt of principal of, and premium, if noy, and interest on, the Donds. 

Dcnominntlon nml Transfer 
The Oonds will be issue<l as bcurer coupon Donds in the Jcnomination of SDR 1,000 cnch, nnd title 

thereto will pass by delivery. 

Value of tl-J SDR 
Subject to the provisions under "Computation of the Value of the SDR" below, the vnlue of the SOR, 

expressed in U.S. dollMs, is equal to the value of one speciul drawi ng right of the International Mone­
tary Fund (the "IMF") in terms of the U.S. doll ar. The IMf-' special drawing right is nt present valued 
011 the basis of specified umounts of 16 currencies as shown b~ low. TJ1is basis mny bo chnnged by the IMF 
from time to time, incluu1ng changes in the currencies nnd such specified am<'unts, or the addition of other 
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units of value, in which event tr 
Value of the SOR" below, will 

·nlue of the SOR, subject to the provisions under "Computation of foe 
uge accordingly. · .. 

Under Rule 0-3 of the L\1Fs Rules and Regulations as in effect on the date of this Prospectus one 
IMF special drawing right is deemed, for t~e purpose stated in said Rule 0-3, to be equal to the sum of: 

U.S. Dollar 0.40 Belgian Franc J .6 
Deutsche Mark 0.38 Swedish Krona 0.13 
Pound Sterling 0.045 Australian Dollar 0.012 
French Franc 0.44 Danish Krone 0.1 l 
Japanese Yen 26 Norwegian Krone 0.099 
Canadian Dollar 0.071 Spanish Peseta 1.1 
Italian L'ira :.. 47 Austrian Schilling 0.22 
Netherlands Guilder 0.14 South African Rand 0.0082 

Under said Rule 0-3, one IMF special drawing right in terms of the U.S. dollar is equal to the sum of the 
equivalents in U.S. dollars of the amounts of the currencies specified above, calculated on the basis of ex­
change rates established in accordance with procedures decided from time lo time by the JMF. The IMF at 
present detemtines and publishes daily the value of the rMF special drawing right in terms of the U.S. dollar. 
The vaiue of the IMF special drawing right in terms of the U.S. dollar as of th-: date of this Prospectus, as 
determined by the IMF, is U.S.$1.24648. 

Computation of the Vnlue of the SOR 

(a) Subject to the provisions set forth below, the value of the SOR, expressed in U.S. dollars, as of 
any day shall be equal lo the value of one IMF special drawing right in terms of the U.S. dollar as determined 
by the IMF as of that day. 

The value of one IMF special drawing right in terms of the U.S. dollar is nt present equal to the sum of 
the equivalents in U.S. dollars of the amou nts of the currencicr sp1·cified under "Value of the SOH.'" 
above. Those U.S. dollar equivalents nrc at present determined by 'he IMF, pursuant to Decision No. 
4234-(74/67) S, as follows. The U.S. dollar equivalent of each 0f t~~ nmponcnt currencies other thnn the 
U.S. dollar, except for the Japanese Yen, is determined by the IM'.' Cl'. the basis of the middle rntcs be­
tween the buying nndsellingspot delivery rates for the U.S. dollar quoted nt noon in the: London exchange 
market. The U.S. dollar equivalent of the Japanese Yen is determined by the IMF on the busis of its 
representative rate for spot delivery for Lhe U.S. dcllar, which is tho middle rate on the Tokyo exchunge 
market ns nsccrtuined by the Bank of Japan. Jf for any reDSon the rate for uny currency cnnnot be 
obtained us set forth above, the rate used by the IMF in its determination of the U.S. dollar t."uivalcnt 
of that currency is the rnte quoted nt noon in the New York exchange market or, if not nvnilnblc there, 
the rate at the fixing in the Frankfurt exchnngi: market. If rates nguim;t the U.S. dollur cannot be 
obtained directly in a ny market, the rules arc to be calculated by the lMF by use of appropriate cross 
rates. lf on any duy the rnte for a currency cannot I.Jc obtained as set forth nbovc, calculntions aro made 
by the IMF on the bnsis of the rate fo r lhe previous b11siness day, unless the JM F decides otherwise. 

(b) If, ns of noy duy, lhe value of one IMF special drawing right in terms of the U.S. dollnr is 11ot 
determined by the IMF, tho value of the SOR ns of such day, expressed in U.S. dollars, shnll he determined 
by the Luxembourg Stock Exehnngc (the " E:<chnnge") as follows: 

(i) If IMF special drawing rights uro valued by tho IMF vn tho bnsls or ouc or more currencies or 
other units of vnlue (other than gold ulone) each of which hns, in tho opinion of tho Trustee, n 
market vuluc whose U.S. dollnr equivalent ~Jn reasonably be \.letcrmined, tho vnlue of the SOR ns 
of thnt dny ~l1111l be equul to the sum of ' 11e then U.S. dollar equiv lents of the market vnlucs (:is 
,tctcrrnined by the Exchange) of the nmounLo; of currencies or other uni L'> of value 11~cd by the 
lMf- in valuing IMF speciul drnwing rights. 

(ii) If it is impossible to determine the vnluc of thu SOR pursunnt to clause (i) above, the vuluc 
of the SOR as of that dny shnll be cq1111l to tho sum of the then lJ.S. clollur cquiv!ltenl~ <>f the 
mnrkct vnlucs (us dctcrminc\l hy the Exchnnge) nf tho nmounls ol currencies or other units of v.i luc· 
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(other than gold alone) which were used by the IMF in valuing IMF special drawing rights on the 
most recent day on which such valuation was based solely on currencies or other units of value 
(other than gold alone) each of which bas, as of the date of such determination by the Exchange, in 
the opinion of the Trustee, a market value whose U.S. dollar equivalent can. reasonably be deter­
mined . 

. (iii) If it is impossible to determine the value of the SDR pursuant to clauses (i) and (ii) above, the 
value of the SDR as of that day (the "valuation date") shall be determined as follows: the 
currencies or other units of value to be used in such determination shall be those which were 
used by the IMF in valuing IMF special dra'ving rip1'ts on such day subsequent to 19lh June, 1975 
as the Trustee shall select (the day so selected by Lhe Trustee being hereinafter called the "ccm­
ponent date"); and, •1sing such currencies or other units of value, the value of the SDR as of the 
valuation date shall bu equal to the aggregate of tbe following: (A) ia respect of those currencies or 
other units of value which, in the opinion of the Trustee, have a market value whose U.S. dollar 
equivalent can reasonably be determined, the sum of tbe U.S. dollar equivalents on the valuation 
date of the marketvnlues (as cetermined by the Exchange) oft~e amounts of such currencies or other 
units of value used by the IMF on the component date in valuing IMF special drawing rights, and 
(B) in respect of those currencies or other units of value which, in the opinfon of the Trustee, do 
not h.tve on the valuation date n market value whose U.S. dollar equivaltut can re:.isona'bly be 
determined, the sum of such U.S. dollar amounts as the Trustee shaJI in its discretion determine for 
each of such currencies or other units of value. 

(iv) Notwithstanding the provisions of clauses (ii) and (iii) above, if ns of any day IMF special drawing 
rights arc not valued by the IMF on the basis of nny currency or other u11it of value, but a U.S. 
dollar equivalent of one IMF special drawing right can be determined on the basis of an officially 
dcclurcd vnluc of the U.S. dollar in terms of lM F special drawing rights and the Trustee detem1i11es 
that the U.S. do:tar equivalent so determined is more representative of the exchange rate of the 
U.S. dollar in terms of IMF special drawing rights than the value of the SDR determined us set 
forth in clause (ii) or clause (iii) above, the value of the SOR as of that day shall be determined on 
the hasis of suid oniciully declared v11luc of the U.S. dollar. 

The U.S. dollar equivalents of cuch of such currencies or other unils of value shall be determined 
by the Exchange by such method ns mny be specified by the Trustee, which shnll ns nearly as rensonably 
prncticublc be the same as the method Inst U!>cd by the IMF for thnt purpose. The Exchange shnll oblnin 
reference quotations as to uny such currency or other unit of vulue from such person or persons as rnny be 
specified by the Trustee. 

II\ the event that the reference quotations 10 be used by lhc Exchange nfc nol nvailnble for any such 
currency •r other unit of vnluo ns of uny day, because the relevant murkcts nre closed in any country or fo r 
any other renson, the most recent quotations for thnt currency or other unit of value obt:1ined by the Exchange 
shall be used in clotem1ining the vnlue of the SDR ns of such day; provided, howevc:r, thnl such most recent 
quotations may be used only if they were prevniling not more than two business days before sudt tlay. Ancr 
such period of two business duys, the Exchnnge shnll determine the U.S. dollar equivnlenl of such currency 
or other unit of vnluo ..>n tho basis of such quotations, obtninc<l ns of such time nacl from such person or 
pcrso111;, ns may be specified by the Trustee. 

In the event thnt there is more lhnn one market for dcnling In nny such currency or other urtit of value 
by l'cason of foreign cxchnngo regulntions or for nny other reason, lhe murkct lo be rcfrrrccl to in respect of 
such currency or other unit of vntue 11hnll be tho market lust referred 10 by the I MF for the purpose of valua­
tion of OJ\e IMF special drawing right, cxc(:pl as may <1lhcrwi:1e be 11pccifictl by tht: Trustee. 

All clctennirrntions mnde by thu Trustee or thu Exchange shull be in their sole clisc·e1io1t nnd shall be 
conclusive for .111 p11rposes nnd binding upon the Bank un<l 1111 hohll:rs of Uonds or coupons. 



Status of the Bonds (Negative P ledge) 
The Bonds wiU be direct and.unconditional general obligations of the Bank. The Bonds will rank at least 

pari pass1:, '.Vitl1ouc any preference one over the other by reason of priority of date of issue or currency 
of payment or otherwise, with all other present and fut.ure unsecured indebtedness of the Bank. The 
Bank wiH agree in the Bonds that it will not create, assume, i;1cur or suffer to be created, a5sumed or 
incurred any mortgage, lien, pledge, charge or other encumbrance of any kind upon any of its present 
or future revenues or assets, for the purpose of securing any external indebtedness, now or hereafter 
existing, without making effective provision whereby the Bonds then outstanding shall be directly 
secun.Ll by such mortgage, lien, pledge, charge or encumbrance equally and ratably upon the same 
revenues or assets v.ith any and all other obligations and indebtedness thereby secured, and that the 
instrument creating such mortgage, lien, pledge, charge or encumbrance will expressly so provide. As 
used above, "external indebtedness" means any borrowing in the form of, or represented by, bonds, 
debentures or other securities which by their term'> are payable or may be required to be paid in a 
currency other than Swedish Kronor and which are, or are intended to be, quoted, listed or ordinarily 
dealt in on any stock exchange or over-the-counter or olber securities market. 

Mandntory Redemption of Bonds 
The Bank will be required to redeem SDR 10,000,000 principal amount of Douds on each lst July in the 

years 1979, 1980 and 1981 at 100 per cent. of the principal amount thereof plus accrued interest to the 
redemption date. The Dank or any of its subsidiaries may purchase Bonds for their own account nt any 
time in the open market or otherwise at any price. AU Bonds so purchased must be cancelled and may 
not be reissued or rc!:old. In lieu of making all or part of any mandatory redemption payment in cash, 
the Bank may deliver to the Trustee, not less than 60 days prior to such mandatory redemption payment 
date, for cnnci:Jlation, Bonds so purchased, which delivery shall be treated as equivalent to the payment 
by the Bank in cash for manda tory redemption purposes of an amount equal to the principal amount 
of the Bonds so deliven:a. 

Optional Redemption of Bonds 
At any time on or nfter 1st July, 1979, the Bonds will be redeemable at the option of the Bank in whole, 

or from time to time in part in aggregate principa l nmounts of SOR 250,000 or integral multiples 
thereof, at the following redemption prices expressed as percentages of principal amount, together 
with accrued interest to the redemption date if rc<lcemed during the l2 months beginning 1st July in each 
of the following ycurs: 

Year 

1979 
1980 
1981 

Redemption Price 

102% 
101 % 

1001% 
The fion<ls nre nlso subject to redemption if the Dank would be required lo pay additional amounts ns 

described herein under "Taxation". Upon such determination, the Bank may 11t its option at nny time redeem 
tlle Oonds in whrilc nt the following rc<lemption prices expressed ns perccn1ag1:s of principal amount, together 
with 11ccruccl in t ·rest to the redemption dnte if redccmc:d during the l 2 mon ths beginning 1st July in each of 
the following yeurs: 

Ycnr 
1975 through 1979 
1980 
1981 

nrnwings nncl Notice of 'Retlcm11llo11 

Redemption Price 

JOI % 
JOOJ% 
100!% 

Notice of redemption will be given not less than JO days prior to the elate fixed for redemption. Ench 
Donel called for redemption is to he presented for redemption ac:cornpanii:d by nil coupons nppcrtaining 
thereto which nrc chu: nfter the dute fi xed l'or redempt ion; the aggregato fo t'l~ amount of nil missing coupons 
due nftcr such clntc will be deducted from the principal to be paid on redemption. 

Jn case of p11rti11I redcmptior.. Done.ls to be n:deci ied will be selected by the Trustee in the mann~r 
provided by the Trust t\grccmunl. 
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Taxation 

All payments of principal, premium;.if any, and interest will be made wiU1out withholding or deduction 
for or on account of any pres1;nt or future taxes or duties of whatever nature imposed or levied by or on 
behalf of the Kingdom of Sweden or any authority fo Sweden having power to tax, unless the Bank is required 
by law to deduct or withhold such truces or duties. In that event, the Bank will pay such additional amounts as 
may be necessary in order that the net amounts after such deduction or withholding shall equal the respective 
amounts of principal, premium, if any, a,nd interest which would have been receivable in respect of the Bonds or 
coupons in the absence of such deduction or withholding; except that no such additional amounts shall be 
payable with respect to any Bond or coupon presented for payment (a) by or on behalf of a holder who is 
liable to such tax<:s or duties on such Bond or coupon by reason of his having some connection with Sweden 
other than the m1:re holding of the Bond or coupon, or (b) more than.30 days after the relevant date except 
to the extent that the holder thereof would have been entitled to additional amounts on presenting the same 
for payment at the close of such 30-day period. For this purpose the "relevant date" means whichever is 
the later of (i) th!~ date on which such payment first becomes due, and (ii) if the full amount of the monies 
p~.yable has not l::een received by the Principal Paying Agent on or prior to such due date, the date on. which 
such monies sbal.I have been so received and notice to that effect shall have been duly published. 

The Bank sball not be required to make any payment with respei;t to any tax, assessment or govern· 
mental charge imposed by any government (or any subdivision thereof or taxing authority therein) other 
than the Kingdom of Sweden or any authority in Sweden having power to t.ax. 

Events of Default 
The Bonds and the Trust Agreement will prc...,Je that in case one or more of the following events 

("Events of Default") shall have occurred and be continuing, that is to say; 

(a) if the principal of or premium, if nny, on any of th~ Ronds (wb1:ther 11t maturity or upon redemption 
or othe:rwise) shall not be paid for a period of 7 days after the date when due:; or 

(b) if nny instalment of interest on any of the Donds or any additional amounts payable pursuant to the 
provisions set forth under ''Taxation" above i;hnll not be paid for a period of 30 days after the date 
when due; or 

(c) if the Dank shall fail duly to perform or obser1c any term, covenant or agreement contained in any 
of the Bonds or the TriJsl Agreement for a pedod of 30 days after the date on which written notice 
of such failure, l'Cltuiring the Dnnk to remedy the same, shall first have been given ,o the Dank by 
the Trustee or to che Uank and the Trustee by the holders of at least a majvrity of the Bonds at 
the time ou tstanding; or 

(d) if an event of default as defined in nny indenture or instrument evidencing or under which the Dank 
has at the elute of tbc issuance of the Doncls or shall thercufl1:r have outstancling nny indebtedness 
for borrowed money c;hall happen nnd be continuing nn<l such indebtedni:ss shall havr been ncccler· 
utcd so that the same shall be or become l..Jc und payable prior to the date on which the same would 
otherwise have become due nnd payable, and such ucccleration shall not have been stayed, rcscin<lcd 
or annulled prior to the date on which written notice of such defa11ll shall first have been given to 
the Dank by the Trustee or to the Dank und the Trustee by the holm:rs of nt least 20 pi:r cent. of the 
Bonds nt the time outstanding; provided, however, that if such event of default under such indenture 
or instrumi:nt shull be remedied or cured by the Uank or wnive-d by lr c hol<lers of such iudebte<lne~s. 
then the Event of Default under the Bonds by reason th~rcof shull t- } clcemc:d likcwic;e to have been 
thereupon remedied, cured or waived without fu rther .1ction upon the part of either the Trustee or 
any of the holders of the Bonds; or 

(e) if the llank shnll fail to pay nt the slnted matu rity thereof (after giving cITcct to nny applicable gra~ 
}ll!riod) nny indebtedness for borrowed money uncl such failure shall not h:we been remedied or 
cured by the Dank or wnivcJ by the holders of such indebtedness prior to the elate on which written 
notice of such failure shall first have been given to the Bank by the Trustee or to the Dunk 11nd the 
Trustee by Ule l1olders of al Len.st 20 per cent. of the Uonds ut tht: time outstanding; or 
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(J) if the Bank is wound up or dissolved or becomes bankrupt or insolvent; 

then, auci in each and every case, t:itber the Trustee or the holders of a majority of the Bonds then outstanding, 
by notice in writing to the Bank (and to the Trustee if f,iven by the holders of the Bonds), may declare the 
principal of all the Bonds to be due and payable immediately, and upon any such declaration the same shall 
become and shall be immediately due and payable, togt!ther with accrued interest thereon. 

J,isti.ng and Notices 
Application bas been made to list the Bonds on the Luxembourg Stvck Exchange. In connection there­

with, it is anticipated that the notice relating to the issue will be depositeu prior to the listing with tb1: Chief 
Registrar of the District Court of Luxembourg (Grejfier en Chef du Tribunal d'Arrondissement de et a 
Luxembourg) where such docuinent may be examined and copies obtained. The Articles of Association of 
the Bank will be deposited with the Chief Registrar prior to the listing. 

Notices required to be given to holders of the Bonds will be given by publication in daily newspapers 
in general circulation in London and, if and so long as the Bonds are listed on the Luxembourg Stock 
Exchange, in Luxembourg City to the extent required by Luxembourg law or the regulations of such Stock 
Exchange. It is expected that such notices will be published in London in the Financial Times and in 
Luxembourg City in the Luxemburger Wort. 

So long as any Bonds rema[n outstanding the Articles of Association acd the annual reports of the 
Dank will be available for inspection at the principal offices of Kredietbank S.A. Lwcembr urgeoise and the 
Trustee in Luxembourg. 

The Lwcembourg Stock Exc!bange has agreed to arrange for the publication, in the Official Price List, 
of daily valuations of the SDR in terms of the U.S. dollar. 

ModificntJon of the Trust Agreemrent 
The Trust Agreement will contain provisions permitting the Bank and the Trustee, with the consent of 

the holders of not less than 66! per cent. of tbe Bonds at the time outstanding al n general meeting of the 
holders of the Bonds or of the hc1lders of not less th~n 66! per cent. of the Br" <ls validly voting ut a second 
meeting, to enter into suppleme11tal trust agreemerts which modify the rights of the holders of Bonds and 
coupons, provided that certain modificationr may not be effected without the consent of thy holders of 
Donds as more particularly set forth in the Trust Agreement. 

The Trust Agreement will provide for tb1: calling of meetings of the holders of the Donds by the Trustee 
or upon request of the Dank or the holders of at least 5 per cent. of the Bonds then outstanding for, among 
other things, any of the following purposes: (a) to give any directions to the Trusti.:e, (b) to waive any Events of 
Default, (c) to modify the Trust Agreement pursuant to its terms, (d) to remove the Trustee and appoint 
a :.uccessor trustee nnd (e) to take any other action authorised to be taken by or on behalf of the holders of 
any specified number of the Bonds under tlw provisions or the Trust Agreement vr under applicable law. 
Depending on the purpose of th(r meeting, the Trust Agreement will specify lbat decisions shall be taken by 
the holders of n0t less th:w 661· per cent. or a majority, as the case may be, of the Bonds out.~tnnding or 
represented at the meeting, us the case may be. The procedures respecting meetings of the holders ot'lhc l3onds 
arc described in the Trust Agreement. The T t'l1stee mny agree, without the consent of the holders of the Donds 
or coupons, to any alteration of tl1e provision:; of the Trust Agreement, the Bonds nod coupons which in the 
opinion of the Trustee is of a formal, minor or technical nature, is made to correct n mani fest error or is not 
materially prejudicial lo the interests of the holders of the Roods or coupons. 

Prescription 
The right lo the payment of principal (whether at rnuturity or at nny date fixed for redemption or 

otherwise) or premium, if nny. in. respect of each Dond shall be for~.: ited and void 30 yen rs from tbe date when 
such principnl or premium shall have become due nncl payable, nncl the right to the puymcnt of interest on 
each Bond slrnll be forfeited and void five years from the elate when such imen:st shull have become due and 
payable; nnd no action, suit or otht:r legal proceeding bused on the right to payment of principal or premium, 
if nny, or interest, as the case may be, may be commenced after the expiration of such periods. 
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Replacement of Bonds and Coupons 
If any of t~e Bonds or couporis are lost, stolen, mutilated or destroyed, the Bank will deliver at the 

principal office of the Principal Paying ';A.gent in London substitute Bonds or coupons, at the case may be, 
upon payment of the expenses occasioned thereby ao<l subject to the production of evidence satisfactory to 
the Principal Paying Agent as to the loss, theft, mutilatiou or destruction of the Bonds or coupons and the 
rights of the claimant th.:reto and after all necessary fonnalities shall have been complied with, including 
provision for indemnities satisfactory to the Principal Paying Agent. 

Governing Law nnd Jurisdiction 
The Donds and coupons appertaining thereto and the Trust Agreement will be governed by and inter­

preted in accordance with the laws of the Grand Duchy of Luxembourg, including the Grand Ducal Decree 
of December 22, 1972 concerning fiduciary representation. · 

., 

The Trustee and, subject to the provisions of ti: f rust Agreement, the holders of Bonds and coupons 
will be free to enforce their rights against tho Bank in the courts of the City of Luxembourg. For the purpose 
of any action or proceeding brought in the courts of the City of Luxembourg, the Bank will elect domicile 
at the principal office of the Tru~tee for all acts, formalities or procedures in connection with the Bonds and 
will irrevocably submit to the jurisdiction of the courts of the City of Luxembourg. 

LEGAL OPINIONS 

Certain legal matters in connection with the offering contained herein will be passed upon for the Bank 
by G. Sandstroms Advokatbyrc\, Sergels Torg 12, S-11157 Stockholm, Sweden, and will be passed upon for the 
Mnnagers by Messrs. Sheannan & Sterling, 53 Wall Street, New York, New York 10005, Messrs. Elvinger & 
Hoss, 84 Grand Rue, Luxembourg City nnd Messrs. Allen & Overy, 9 Cheapside, London EC2V 6AD. 
Shearman & Sterling, Elvinger & Hoss and Allen & Overy .vill rely upon the opinion of G. SandstrBms 
Advokatbyra with respect to all malters of Swedish law. 

CAPIT ALISA TIOJ\ 

The following table sets forth the capitalisation of the Dank as at 11th June, 1975 (except that statutory 
reserve and rctuined earnings are stated as at 31st December, 1974): 

Borrowings: (I) 
Short-term ... .. . ................. .. ... ............. . 
?ilcclium-term .............. ... ................. .. 
Long-term ........................ .. ............... . 

Total borrowings ...... .. ......... .. 

Equity capital: 
Share capital ······································· 
Statutory reserve . ................... .. ........... . 
Rct~inc<l earnings ..... . .. . . ............. . .. . .. . 

Total e<1uity capital ................. . 

Totnl borrowings and equity capital 

In thousands 
of Swedish Kronor 

Skr 103,497 
418,933 

1,472,755 

l,995,185 

900,000 
1:!5,000 
82,836 

1,107,836 

Skr 3,103,021 

Trnnslnh:d into thousands 
or U.S. doll:us 

$ 25,305 
102,428 
360,087 

487,820 

220,049 

30,562 
20,254 

270,865 

S758,G85 

(1) Short-term borrowings are those with a linnl maturity of one year or less ; medium-term nrc those 
with n final maturity of more thun one tut less than ten ycnrs; and long-term arc lhose with n final maturity 
of ten years or more. Sec note 4 of Notes 10 Financial Statements with respect to borrowings at 31st Dc.:em· 
bcr, 1974 and note 9 of Notes to Financia l Statements for borrowings since 31st December, 1974. 
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USE OF P'ROCEEDS 
' • j 

The net proceeds from the ss.le of the Bonds <1ffered hereby are estimated to be $48,525,000. It is 
expected that the entire net proceeds wiU be convertei into Swedish Kronor and used by the Bank to make 
loans in Kronor to companies in Sweden. However, ii. is possible that a small part of the net proceeds may be 
usr.d to 1;.rnke dollar loans in connection with the Bank's export .financing 1.1ctivities. Pending such uses, the 
net proceeds will be invested in short-term obligation:s, which may include. dollar obligations. 

The Bank anticipates that it will incur ·addiUonal borrowings for use in its lending act~vities from 
tim~ to time during the remainder of 1975 and tbcreaf' ~ r. The amount and timing of such borrowings will 
depend upon th(: Bank's commitments and the te·1·ms available to it in the Swedish and international capital 
markets. · 

SVERIGFS INVFS'fERINGSBANK AF.TIEBOLAG 

The Bank was established in 1967 pursu:.rnt to Government Proposition No. 56 of 1967 (the "Propo · 
sition") approved by thf': Swedish Parliamem. The BurL\ 's primn:cy purpose. is to assfat in the financing of 
industrial and commercial projects in Sweden which encourage economic rationalisation, structural adaptation 
and developm~nt. The Bank also participates in the financing r,f Swedish exports. 

All of the share capital of the Bank was subscribed •o and is owne(~ by the Kingdom of Sweden (the 
"Kingdom"). The Kingdom has guarantei:d the obligationt. of the Bank up to an amount of Skr 2,000 million 
($489 mil.Hon). See "Guarantee of the J(Jngdom of Sweden". 

As of 31st December, 1974, the total equity capital of the Baille was $270.9 million. At the same date, 
the Bank had loans and guaranteer. outstanding of $.520 million and $15.8 million, respectively, and 
undisb1Jrsed loan commitments of $314 million. (As used in this Prospectus, exc::pt in the financial statements, 
loans include advances to subsidiaries nnd :iffiliates.) 

The Dank's business is the muking of medium-term (5 to 10 years) and long-term (10 to 20 yc.;a:s) :oaus, 
principally to finance industrial projects in Sweden and, to u lesser eltlent, to finance exports by Swedish 
companies. Such medium- and long-term finnncing is generally not otherwise ovailnble in the Swedi~h capital 
market nnd, ns contemplated by the Proposition, may involve ndditional risks, principally relating to long­
term developments, which would not normally be assumed by conventional Swedish lending institutions. 
In assessing individual loan proposals, the Dnnk's primary consideration is the commercial viability of the 
project involved. In certain cnses the Dank also considers the potential impact of the use of proceeds on the 
economy of Sweden. Although tho Dank is also authorised to make equity investments as a ml'lhod of 
long-term financing, it has rnrely chosen tn do so. 

The Dank is not nutho.ris!:d to accept deposits from the public nnd is principR.lly dependent u1ion its 
equity and borrowings in the Swedish und international cap:tnl mnrkctn to provide the funds needed fot l!: 
Jenrling activities. 

Although U1e Proposition contemplates that the Dank's lending nctiv.ities will ue consistent with 
national economic policies, the Bank has n high degree of autonomy in determining its own policies and in 
its day-to-day operations. The Bank seeks to cnrn n sn.tisfactory return on its equity cnpital nod applies 
credit stnndnrds nod negotiates loan terms to achieve this objective. 

The principal otnce of the Dank ls located at Rcgcringsgntun 107, Stockholm, Sweden. 

10 



STATEMENT OF INCOME 

The following statement of income of Sveriges J 1vesteringsbank A.ktfebolag for the five years ended 31st 
Decemb-!r, 1974, insofar as it is expressed in Swedish Kronor, bas been examined by Messrs. ·Tore Henckel and 
Bruno Sveosson, authorised public accountants in Sweden, whose report· thereon appears · elsewhere in this 
Prospectus. The statement is presented in accordance with accounting principles generally accepted in Sweden. 
The s ~a teinent should be read in conjunction with the other financial statements and related notes inc!ud~ else­
w'- · erein. The U .S. dollar amounts are included solely for convenience and have been translated, as a matter 
ol .. Lt.rnetical computation only, at the rate of Skr 4.09 to U.S.$1 (see note 2 of Notes to Financial Statement~). 

Y enr ended 31st December 

---------~----

Operating Revenue 
Interest and fc:cs on loans. • . . . . Skr 
Interest on deposits with banks 

and investments ..•..•. . .• • . 
Gain on repurchase of bonds . .. 

Operating Expense 
Salaries •••. • ..• •............ 
Pension . . .....•.••• . • • .•.... 
Other employee benefits ...... . 

fotcrc.~t paid on borrowini:s .. . . 
Commissions nnd fees ..•• , ... . 
Debt issuance costs . ..•.•.•••• 
Forcian exchange losses (gaius) 

- net (I) .• • . • ...•....•. .. . 
Provision for future foreign ex· 

changu losses {l) ..... .. ... . • 
Provision for loan losses (S) •. , . 
Rent ., .... . ••..•....•.••... • 
Ocprcd11tion ............. . . .. 
Contributions to subsidinric:s (3) 
Other expenscj ..•.•.•.• •• ••.• 

Income Ilcforo Taxes .•.•••• • •••• 
Income tnxCj (1) ...... .. ... .. 

1970 1971 1912 1973 1974 ------- -----
1n lhou.san~ vr Swcdub Kronor .. 

26,638 62,083 93,003 122,649 147,683 

75,547 39,193 23,959 60,130 63,902 
1,444 

--- ------ --- ---
102, 18~ 

904 
62 
52 

1,018 
3,408 

114 

101,276 116,962 

I 1118 1,562 
78 133 
89 177 

1,355 
4,614 

248 

J,822 
19,697 

210 
8,857 

1&4,223 7.11,585 

1,841 2,143 
152 225 
209 346 

2,202 
80,756 

460 
8,800 

2,714 
99,757 

872 

581 l ,209 (3,542) 

35,000 lJ,000 
40,000 41,688 30,'.l l3 4,264 46,513 

141 185 228 250 358 
24 31 33 J9 47 

125 1,934 668 
__EQ _ 345 __ 4~ - 647 ~ 

44,925 48,M16 62,331 135,SGl 161,927 
57,260 52,810 54,631 48,662 49,1)58 
30,567 28,650 29,76') 3 ''°° 7,868 

Year ended 3 ht Dco:crober 

1970 1971 1972 1973 1974 -- ------ --- ---
TnNlation into 1hoiuand1 of U.S. dolla.n 

s 6,513 15,179 22,739 29,987 36,108 

18.4.71 9,583 5,858 14,702 15,624 
353 

--- --- ----- - -
24,984 

221 
JS 
IJ 

249 
833 
28 

24,762 

'291 
19 
22 

332 
1,17.11 

61 

9,780 10,193 
34 45 
6 7 

28,597 

332 
32 
31 

45,042 

450 
37 
51 

51,732 

.524 
SS 
85 

445 .538 664 
4,816 19,745 24,390 

SI 112 213 
2,166 2,1 52 

144 296 (866) 

8,557 3,178 
7,4 11 1,043 11,372 

56 .61 88 
8 9 12 

31 473 163 
_ _ S_4 -~ __ 11_2 ~ ~ 

10,?$4 ~ 15,240 Jl,144 39,591 
14,000 12.'J l l 13,JS'/ 11,8911 12, 141 

7,1\71\ 7 005 7,27'1'. 880 1,923 

Net Jneornc .. . ............... .. Skr ?.<i.693 24, 1110 24,862 45,062 41,790 S 6,52<> .S,907 6,079 11 ,011! I0,218 
===- :== = == :== -------------- ·-- ~· ---

The numbered note references nre to Notes to Finunciul Stntcments. 
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BlJSINESS 

Lending Activities 
The Bank's borrowers include large and small, publicly and privately owned companies in various 

industries. Although firms in all segments of the economy mny make application, loans have been made 
principally to industrial companies. Most loans are made to finance specified plant and equipment invest­
ments by the borrower, but others (especially in the case of smaller firms) finance product development 
costs or other corporate projects. Companies whose operations contribute to the Swedish economy are 
consid:red for loans without regard to nationauty of ownership. A small number of the Bank's loans has 
been made to companies which are wholly or partly owned by the Kingdom. 

The majority of the Bank's loans to Swedish companies have been and are expected to be medium­
and 10ng·term Joan participatioi;is in financings in which commercial bnnks or other institutions provide 
other funds with shorter maturities. At 31st December, 1974, more than 95 per cent. of the Bank's loans by 
number and outstanding amount were in this category. 

Most of the Bank's loan transactions involve commitments to the bcmower to provide fuuds at a 
predetermined rate of interest at a later date or dates. Jn some cases such commitments may extend over 
several years. A commitment fee is not usually charged. The interest rate which th Bank wW charge on 

· n loan is usually fixed at the time the loim commitment is entered into. 

At 31st December, 1974, fixed-interest-rate loans accounted for 98 pe r cenl. of the amount of the Bank's 
outstanding loans and variable-rate·loans for the balance. The Dnnk's lending rates vary from loan to loan 
and nre generally higher than the interest rate fixed by Sveriges Riksbank, the Central Bank of Sweden 
("Riksbank"), for Jong-term public industrial bond issues. During the !utter part of 1974, the Dank raised 
its minimum leading rate for new commitments to 10 per cent. 

Of$520 million total amount of loans outstanding nl 31st December, 1974, 7.6 percent. wns accounted 
for by loans with original tcnns of less than five ycnrs; 25.6 per cent. by loans with original tenns of five to 
ten years; and 66.8 per cent. by loans with original terms of more than ten yenrs. 'fhe Articles of Association 
of the Dank ("Articles") limit the maximum term of loans which the Bonk may make to 20 year~ . 

Most of the Dan k's loans (96 per cent. of lonn bal:wccs at 31st December, J974) arc secured by mortgages 
or guarantees of third parties. Typically the borrower grants the Uank n security interest in its plant, equip· 
mcnt. inventory or receivables. However, in most cases the Dunk's security interest is subordimltc to thut 
of other lenders participating in the snme financing, such as commercial banks providing short·ll!rm credit . 

The llnnk bdieves thot it npplies normul commercial bnn\:ing stnodards in evaluating the credit risks 
nn<l fixing the terms of its loans. Of the 300 to 400 npplicutions for lonns received by the Bnok in ench of 
the lost several yr.ars, less thnn one·1hird h11ve been upprove<l us meeting the Bank's credit stnndnr<ls. 

The Articles limit the total ·of the Bank's unsecured loans, guara11tces and equity investments to onc­
hulf of its shnre cnpirul, At 31st December, 1974 such loans, guarantees an<l investment~ (including undis­
bursecl commitments) nggrcgutcd $26.1 million or 11 .8 per cent. of the Dan k's share r.:upital. 

E,'(pnrt Fim111cl11g 

Since 197 1 the ll1111k hns ulso been 1111 1horiscd to engage in cxporl linanciug nnd approxi mately onc­
third of the oggregnto nmount of the Hank's outslunding 101111s 11ud undisburscd commitmcnl'i is for export 
trnnsnctions. The Bnnk's ncr ivitics in this nrcn include loan!!" to Swedish companies for projects nbrond in 
order to develop export markets or for specific export trnnsaclions and loo ns to purchasers of Swedish 
exports. In uddition, the ll1111k hns gunrnntee I louns innde by forcinn bnnks to foreign subsidinrics or 
nfliliatcs of Swedish compnnies where cxchnngc rcstriclions prohibit such subsidiaries or 110lliutcs from 
obtuining funds outside their country of operation. Such loans und cunrnntecs arc mnck bt1th in Kronor und 
in various foreign 1.urrcncil•:J, Oficn the Hank issues llll export loan quot:tlion prior to thc nctual sale, 
thcrchy permitting Swedish co111pn11ics to include financing nrrnngemcnts in rheir bids for export sales. On 
mo~ t of its export crcd11<1, the Hank hus 11lso req uired tlml commercinl nnd/or pulitical guarantees of the 
credit be obtained by the borrower from the Swedish Export Credits Gunruntec Honrd which eustonllrily 
gunrnntcc 70 per cc•111. to 90 per cent. of such credit. 
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The largest credit granted by the Bank to date is a $122 million export loan commitment (of which 
S21 million had been disbursed al 31st December, 1974) to Teollisuuden Voima OY ("TV0°), a company 
owned by Finnish industrial and power'c'lmpanies, for purchase of a nuclear power plant from the Swedish 
company, AB ASEA-ATOM. The net power output of the plant will be 660 MW and the Swe<lish contract 
value is about $170 million. The credit has a final maturity of 20 years and the repayment will be guaranteed 
by the Republic of Finland or by Finnish banks. These guarantees will be supplemented by a guarantee 
from the Swedish state-owned Export Credits Guarantee Board covering the political risks for 90 per cent. of 
the loan amount. To finance this credit the Bank has obtained a special purpose loan of $122 million from 
the Swedish National Pension Insurance Fund. The repayment provisions of this special purpose loan are 
tailored to meet the amortisation sch,edule on the TYO credit. The terms of this transaction give the Bank 
a smaller profit margin than it would ordinarily receive on an export financing. The arrangement of this 
credit enabled AB ASEA-ATOM to compete successfully for the TYO contract with producers of nuclear 
power equipment from other countries .. · 

In order to financ.e the sale of a second nuclear power plant to TYO by AB ASEA-ATOM the Bank 
has agreed to advance-for its own account and as participant in a consortium of Swedish banks-a further 
amount of approximately $34 million to TYO, but final terms have not yet been settled. The guarantee 
will be comparable to the one obtained in tbe previous credit to the same borrower. No special purpose 
loan will be obtained to finance this transaction. 

Gro)llf}i of Loan Porlfo/io 

The following table indicates the amount of the Bank's outstanding loans and undisburscd commitments 
at the end of each of the seven fiscal years since its cstnblishment : 

31st' .:ember 

1968 

1969 

1970 

1971 

1972 

1973 .......... ............ .. ...................... . 

1974(1) .......................................... .. . 

Lo:in5 Undisbur.sc:d 
Outstanding Commirrnents 

s 7,188 

41,564 

130,386 

234,982 

339,595 

404,250 

520,121 

moo omi11c:d) 

$123,896 

219,560 

256,720 

275,949 

374,455 

296,667 

343,766 (2) 

(I) Of Joans outstnn<ling nnd undisbursed commitments lit 31st December, 
1974, tht: cquivnlent of $16.3 million nnd $2.! million. respectively, were in 
currencies other than Swedish Kronor. At that date, guarantees equivalent to 
$15.8 million (principally in connection with export financing) were outstanding, 
of which the cquivnlent of $6.8 million were in foreign currencies, and the Bnnk 
hnd grunted commitm1:nts to issue gunrnntees equivalent to $3.8 million, of 
which the cquivulent of $3.4 million were in foreign currencies. 

(2) The estimated timing of dishu rse menl :. of commitments outstu11din3 at 
31 st December, 1974 is ns follows: 1975, $180,929,000; 1976, $80,685,000; 
1977, SSS,680,000; 1978, $19,560,000; nncl 1979 nnd nflcr, $3,912,000. 
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Distribution of Loans and U11disb11rsed Co111111itme11ts by /11d11stry 

The following table ~ndicates the distribution by industry of (i) new credit commitments (including 
guarantees) granted by the Bank in 1974 and (ii) outstanding loans and undisbursed commitments at 31st 
December, 1974 : • 

Outstanding at 
31st December, 1974 

Undisburscd Total 
Granted in 1974 Loans Commitments (I) Credits 

(000 omitted) (000 omitted) 

Engineering (2) .............. ....... $160,217 .56.6% $103,712 $221,310 S325,022 36.8% 
Pulp and Paper ........... ...... ... . 4,890 1.7 117,804 12,958 130,762 14.S 

";t ( 

s•/0 
iv/ 

Electric Power Plants .. .. ......... 56,071 26,895 b2,966 9.4 . (, 
10.5 :...., t .: ·..) 

,,r 
Chemicals .... ...... ......... ... ... .. 22,968 8.1 86,863 6,507 %,370 
Metals .............. ....... . ... ... .. . : 3,667 1.3 28,525 1,222 29,747 3.4 
Construction .... .................. 12,962 4.6 16,208 36,540 52,748 6.0 
Timber ....... ............... ..... : .. 22,550 8.0 32,062 26,6.85 58,747 6.7 . . 
Communications ..... ... ... .. ..... 25,083 8.8 39,490 15,222 54,712 6.2 L-·1 

- J 
Textile products .................. 13,839 4.9 J 1,182 6,653 17,835 2.0 
Retail and wholesale ... ......... 1,687 0.6 8,194 1,834 10,028 1.1 
Other ........ . .............. .. .... .... 15,231 .5.4 20,010 7,529 27,539 3.1 

$283,094 100.0% $520,121 $363,355 S883,476 100.0% 

( I) Including guarantees. 

(2) lncluding commitments ar.d loans to TYO as described above untlrr "Expos;t Financing". 

Distribution of Loans by Size 

The following table indicates the distribution, by amount, of (i) new crc lit commitments (including 
guarantees) granted by the Bank in 1974 and (ii) total loan-; outstanding and undisbursed commit1:1enls 
(incl ud ing guarantees) a t 31st December, 1974.: 

Ol'<'r O•n fh'tr 
I m!V. IOmKr. 2~ 111llr. 

U1110 
I mKr. 

Up to 
10 mKr. 

Ujl IO 
23 mK r. 

Uplo 
50 mKr. O• •r 

~ ~ ~ ~ 30 n·.<r. 

(mKr. - mllllun s .. tdish Kronor; SOOOomiucJ) 

New loan commitments grnntcd in 1974 ........ . ... 1.7 % 18.8% 15.6% 31.3% 32.6 ~{, 

Total nt 31st Dcccmhcr, 1974: 

Lonns Outstanding ................. ... ....... 1.6 % 13.9 % 19.2% 14.1 % 51.2% 

Undisburscd Commi tments ................ 0.3 % IJ.0% 7.4 % 14.3% 61.0:1o 

Total Loans and Unclisburscd Commit· 
rncnts ................ ... .......... ...... ... .. .. 1.1 % 12.7 % 14.4 % M.1 % 57.7/~ 

/II ajor Loans · 

The following table pro\•idcs in formnt ion on the Oank's twenty largest loans outstanding. as of' 
31st December, 1974: 

I lu~I Amount Tim.I 
llorro .. cr ~ O uht.1nJin11 Commilmtnt 

(000 omillcd) 

Skog:iiigarnus In<lustri AB ............... sulphate paper anill. .. ... ... 1968 1987 $55,012 $61,125 
Skumlin:wiska Rnninndcri AD Scan raff oi l rcr.ncry ...... ... 1968 and 1971 1987 36,I SCi 36,675 
MKG Mcllnnsvensk KrnOgrupp J\B ... nuclc:ir power plant. ........ 1972 199.?. 29,340 39,1 20 
Tcollbuudcn Voima OY (TVO) ......... nuclear power plant (export) ... 

1972 Jl)')J 21,43 1 122,;!49 



Finol Amount T11till 
Mm1urily Oumandina ~.~ lkirrower l'ullJOS~ and Yur Gr~nteJ 

SUPRA AB... .......... . ....... .. ......... consolidation of fertiliser pro· 
d uetion facil!ties ..... ...... 1970 

Sydsvenska Kraf•. AB... ......... ......... nuclear power plant.. .. . .... 1969 
Angfartygs AB Tiding.................... . obo carrier ship .......... ..... 1970 
Uddeholms AB.............................. papermill for production of 

kraftliner ..................... 1968 
Uddeholms AB............ .. ............... as above ancl for specially steel 

1982 
1983 
1983 

1983 

mill ··· : ........ ............ ... 1971 1983 
Obbola Linerboard AB... ..... ..... ..... papermill for production of 

:, kraftliner ...... ............... 1973 1986 
Skogsagaroas l ndustri AB ........... ... sawmill ...................... .. 1972 1988 
TreUeborgs Gummifabri1...:i AB .... ..... industrial rubber production 

equipment ............ .... .. 1974 1984 
AB Statens Skor<.1dustricr...... ......... sawmill ............ ............ 1970 1982 
Norrlands Skogsiigares Cellulosa AB conversion (from sulphite to 

sulphate) aml enlargement of 
pulp mill ... .................. 1972 1985 

Bank Handlowy w Warszawie (1)...... construction of slaughterhouse 
(export) ..................... 1973 1984 

Rcdcri AB Transatlantic..... ............. ship .............................. 1968 1985 
Diink Hnndlowy w Warszawie (1)...... construction of office building 

(export) .......... .... ....... 1973 1982 
AO Statcns Skogsindustrier . ... ......... fibre board plant. ........... 1974 1980 
Kock urns Mekaniska Vcrkstads AB... expansion of ship production 

faci lity ..................... 1974 1985 

· Eskilstuna kornmun ... .. .. . . . .. .. .. . . . .. .. . purchase of industrial real estate 
...... ..................... .. .... 1974 1994 

(000 omitted) 

$19,483 
17, ' 15 
13,509 

13,350 

13,203 

12,225 
12,225 

11,614 
11,491 

9,780 

9,142 
8,254 

6,320 
6, 112 

6, 112 

6,1 12 

$20,782 
30,562 
15,892 

15,892 

14,670 

18,337 
12,225 

12,225 
15,892 

14,670 

31,174 
11,247 

9,291 
12,225 

6,1 12 

6,11 2 

{I) Under Polish foreign trade regulations, the O:rnk's credit is extended to llank Handlowy w War­
swwie, the Polish stale-owned foreign trade bank, for re-lending to the Polish purchaser. 

Lonn Losses 

The followini; table shows the loans charged against the Bunk's loan loss reserve since the U:111k's 

inception: 

Ye.tr 

Number of 
Defau ll ing 
Borrower~ 

1967-68 .............................. .... .... . 

1969 ......................................... .. 

1970 ..................... : ...... ......... .... .. 

1971 ... . ....................................... I 

1972 ... . .... ....... ............. ............ . 3 

1973 .. . . ........... ........ ......... .... ....... 8 

1974 ... . ....... ............. ............ ...... 5 

Amount Amount ns percentage 
ChJrrieu ol outstanding loanc; 

(000 011111tcd) at year end ---

$ 49 0. 12 

3,102 1.32 

76 0.02 

1,461 0.36 

1,694 0.33 

At JI st December, 197-l the Dank had :H:cumulated a reserve of S48.9 million ns a general provision for 
loan losses. See note I of Notes to Financial Statements for a discussion of the nccounting policy use<! in the 
dctcrrninntion of this reserve; sec also note 5 of Notes 10 Fmuncial Statements. 
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Sources of Funds 
The Bank bas supported its lending activities from equity invest~1ents by the Kingdom, additions to 

reserves and retained earnings, loan repayments, borrowings in Sweden (principally from the Nati9nal 
Pensi'Jn Insurance fund) and borrowings outside Sweden. 

The Bank commenced bus\ness in 1967 with a $122 million equity investment by the Kingdom, $110 million 
of which was allocated to share capital and -$12 .million of which was allocated t.o a statutory reserve which is 
available only to cover losses or for. distribution on dissolution. Subsequent investments by ti-.e· Kingdom 
and transfers to the statutory reserve have raised the Bank's share capital and statutory reserve :o $220 million 
and $30.6 million, respectively, as of 3 lst December, 1974. Earnings of $20.3 million had been .-etained th!'ougb 
31st December, 1974 and at that date the Bank's total equity capital amounted to $270.9 million. 

The Articles authorise the. Bank to borrow funds and iSSli•! guarantees aggregating not more than 
five times its equity capital, including its share capital, statutory reserve and retained earnings but excluding 
nil loss reserves. This limitation on borrowings does not apply to subordinated borrowings which, up to 
an amourrt equal to the Bank's share capital, may in general be treated as share capital for· the putpose 
of the Dank's borrowing limitation. To date the Dank has not made any subordinated borrowings. 

The following table indicates the Bank's sources of funds for each of its fiscal years since commence-
ment of operations: 

DorrowlnllS (net or rcpaymenls) 

fiscal ye:tr Long·Tmn (I) Lotn Addl1ions 
en1kJ Government Sub Rcp1ymcn1J to Net 

)hi Do:ccmbcr lnvestm•nl Don1eslic Forcl11n 01her Tolal Received Resents Income 

-WOO omitted) 

1968 ............•. Sl71,149 s s s 587 s 587 s s 7,107 s 
1969 .....• ........ 73,350 3,178 3,178 180 7,562 3,733 
1970 ... ... ...... .. . 5,044 5,0~4 1,008 9,780 6,526 
1971 .............. 20,879 20,879 23,929 7,335 5,907 
1972 . .. ...... .. ... 36,675 71,600 3,748 112,023 21,247 7,335 6,079 
1973 ... . ..... ••... 124,694 53,549 (7,391) 170,852 47,303 8,557 11,018 
1974 . ...........•. . 21,760 (1, 159) (3,453) 17,148 75,081(2) 12,958 10,218 

S244,499 Sl83,129 Sl23,990 S22,592 S329,7 11 5168,748 S60,634 S4J,481 

(I) As used in this tnblc Long-Term norrowings are borrowing,, with nt1 original term or JO years or more. 
(2) Inclutlt..'S prcpaymt:nt or R single I )illl of $21,612,000. 

Total 

$178,843 
88,003 
22 ~58 
58,050 

146,684 
237,730 
I 15,405 

. $847,073 

The following table i: 'kales totul scheduled payments of principal and interest on the Bank's long· 
erm bor~owings (i.e., borrowings with an original term of 10 years or more) outstanding at 3 lst December, 
1974 : 

1.ons·Tcrm Dorrowings Payable In 
Swedish Gcnnan Swf5$ 

Due In Kronor rnali<s(I) U.S. S r1 .1ncs( I ) Totnl ---
(000 omit• ') 

1975 ......... .....• .. .. .......... $ 16, 107 $ 5,717 $ 3, l d $ 1,284 ~ 26,281 
1976 .............. . . ... .......... 15,909 5,7 17 3,096 1,284 26,006 
1977 .... . ......... .. ............. 15,711 5,717 3,020 J,284 25,732 
1978 ............. . .. ............. 19,620 9,875 2,944 1,284 33,723 
1979 ....... .. .................... 23,076 13,753 2,868. 1,284 40,9~1 
1980 ... ..... . .. ...... ... ....... .. 26,984 13,181 3,291 1,284" 44,740 
1981 ............................. 25,823 12,609 3,677 1,284 43,393 
1982 .... . . . . . . . . . . . . . . . . . . . . . . . . 24,661 12,037 4,024 1,284 42,006 
1983 un1.: .1crcafler . . .............. 105.667 56,061 22,027 24,89 1 208,646 

Total • •• t •••• ' ••••••••••••• •• ft •• $273,558 $134,667 $48,120 $35,163 $491 ,508 

(I) Amounts traru lntcd nt ralcs prcvniling nt 31st December, 197·1: OM 2.105 "" U.S. SI; Sfr. 2.531 .. U.S. S l. 

At 31st December, 1974 the Dank had accumulated a reserve for unn.:nliscd foreign c:<chunge losses 
totalling S 11.7 million, representing the difference between the e1.change rates prevailing at the dates of the 
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13ank's lo~g:term German mark and Swiss franc borrowings and those prevailing at 31st December, 1974. 
It is the current policy of the Bank to evaluate its foreign c·lirrency position annually and, if necessary, 
increase the amount of this reserve. • 

Although the Swedish medium- and long-term capital market is expected to be the principal and 
preferred source of funds, the Bank expects to obtain medium- and long-term foreign borrowings from 
time to time. The proceeds of the Bank's foreign borrowings are converted almost entirely to Kronor for 
lending in that currency. 

Liquidity 
The Bank's current assets consist of bank deposits, short-term investments and marketable securities, 

which totalled Sl37.5 million at 31st Dect:mber, 1974 and included $85.5 million in National Debt Office 
notes; $47.1 million in deposits, primarily in Sweilish banks but also in foreign banks; and $4.9 million 
in short-term notes of Swedish fi.nancbl institutions. The ratio of liquid assets to total assets at that date 
was higher than would have otherwise been the case because of the National Debt Office notes held by 
the Bank. Such notes represented the difference between the Bank's borrowing from the National Pension 
Insurance Fund which was made concurrently with the issuance of the Bank's commitment for the TYO 
project in 1973, and the disbursements for such project. · 

In the interest of providing reserve liquidity to the Bank relative to its loan commitments and debt 
service, legislation was enacted in 1971 authoris'ng the Riksbank to grant to the Bank an overdraft facility 
of $48.9 million. To date the Bank has .not required this facility and no terms have been negotiated with the 
Riksbank for its use. 

Subsidiaries and Amliltes 
The Bank's subsidiaries and affiliates include: AB Strukturgaranti, wholly-owned, which was formed 

in 1972 to evaluate applications for and issue guarantees v!' the Kingdom; Svensk Foretags Garanti AB, 50 
per cent. owned by the Bank, which issues loan guarantees in small amounts; SIBTEC AB, wholly-owned, 
which was originally concerned with development and marketing of an ind ustria1 filter system but recently has 
also been active as technical consultant to the Dank and some of its borro~vers; and AB Svensk Petrokcmisk 
Utveckliag, 20 per cent. owned by the Bank. which is investigating the prospects of further developing the 
Swedish petrochemical industry. It is ~ntici :Jatcd that the functions of AB Strukturgaranli will be trunsfcrred 
to a government agency in July, 1975. Sc~ note 3 of Notes lo Financial Statements. 

The Dank at present bas thr~e additional wholly-owned subsidiaries which were acquired as a result 
of its lending activities. During 1~74 tbe Dank acquired Sandvikcn Hent Production AB and Liquid Pro· 
ccssing AD, each of which was operating nt a loss, had defaulted on its loan from the Dank and is con­
tinuing to operate at a toss. Investments in and advances to these companies at 31st December, 1974 ag­
gregated $208,000. ln March, 1975 the Dank acquired Swcteco (Textile Products) AD, u Swedish textile 
group which operated at a loss in 1974, in order to protect the Bunk's Joans nnd to continue the opera­
tions of the group. The group continues to operate at a loss. At present the Dnnk's invcstmcurs in and 
ndvnnccs to the group aggregate $6.5 million and in addition the Dnnk hns guai:anleed $3.7 million of bor­
rowings by the group from others. 

The Bank is nlso a joint venture partner in a company constructing an office building in central Stock­
holm in which it expects to occupy office spnce in 1975. See "Property". 

Property 
The Dnak's offices arc presently located in 8,794 sq. ft. of lensed space in central Stock110lrn. The tense 

for this space calls for annuul rcntfll payments of $102,688 und will terminate in September, 1975. A company, 
fastighct.s AIJ SinOS, 50 per cent. owned by the Dunk und 50 per cent. hy Hyggnnclsfirmun Ohlsson & 
Sknrne AD, u construction und development finn, currently has under construction n IO-storey office building 
und .;hopping m.111 in central Stockholm, which is estimated to c03t npproitimulely $12 million. f.i111mcing 
durinc:; construction is being provided by the Dnnk uml pcrmunent finnncing w'th n convcntionnl real estate 
lender is planned followi11g colllplctlon, 11lthough no definite arrangemcnls for such financing presently 
exist. ln 1.ht.: nutum 11 of 1975 the Bank c.-:pc:cts to relocate its offices to lc:nscd focilitic:s occupyi11g two floors 
in this new building. The terms of this lcnsc have not yet been determined. 
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Employea · · · · · 
, The Bank bas 31 employees of whom 22 are managerial or professional. In certain credit evaluations and 
loan transactions the Bank en~ages special consultants and spent $171,638 for this purpose in 1974. 
. . 
Legal Status of the Bank . 
. . The Proposition on the basis of which Parliament approved the establishment of and appropriated 
funds for the Bank does not have the force of law, but broadly states the political and econ'omic policies 
governing the Bank and its purposes. Parliamentary approval would be required in any event for any sulr 
stantio.l deviation from the terms of the Proposition. 

The Bank was incorp~rated in 1967 under the Swedish Stock Companies Act of 1944. It has a legal 
existence separat~ from the Kingdom ~nd is not entitled to claim sovereign immunity. 

The Kingdom exercises its.,rights as owner of the Bank's stock throug}l its Department of Industry. 
·The Department's exercise of control over the Bank has been essentially limited to exercise of its prerogatives 
as shareholder, including annual election of the Bank's Board of Directors (see "Management"). 

The Bank is formally a credit company subject to the Swedish Credit Companies Act of 1963 under 
which amendments to the Articles must be approved by the Government. The Articles have been amended 
only once, relating to the Bank's engaging in export financing, and this amendment was approved by Parlia­
ment as well as the Government. The Bank has been exempted from examination, regulation nod supervision 
by the Swedish Bank Inspection Board which is--generally provided by such Act. 

Jn comm JD with other Swedish companies, the Bank must obtain the Riksbank's approval for long-term 
borrowings in the Swedish domestic capital market (other than in the limited Swedish private Jong-term 
market) unde r general domestic capital mnrket regulations, nnd for external b.orrowings under exchange 
control regul& tions. · 

• I 
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MANAGEMENT 

The Articles provide that the Board of Directors shall c~nsist of not less than seven nor more than 
nine Directors and an equal number of Deputy Directors, and that the Board shall_ appoint or:e ofits members 
Managing Director. All of the foregoing positions (other than Managing Director) are filled by shareholder 
election. The present Directors, Deputy Directors and executive officers of the Bank are as follows: 

Directors 

Arne S. Lundberg' . .. .. .... .. . 
Harry Hjalmarson' ... . ...... . 

A.rne ~ans .. . . .. .......... . 
Hans Cavalli-Bjorkman .. . .... . 
OJle Goransson . ...... . ..... .. 
Tony Hagstrom ... .. ..... . .. . 
Sigurd Ljungcrantz .... . ...... . 

Sven Wehlin ............. . .. . 
Arne H. Nilstcin .... . .... ... . . 

Deputy Diroctou 

Erik Gra.fstr<>m .... .... .. . ... . 
Harald H:lkansson . .. .... . ... . 
Birger Ekstrl\m .... . . . . . .. . .. . 
Sture Ulvskog ........ . ...... . 
Sven Sundin ... . ........ . .... . 
Bengt Dennis ... . ......... . .. . 
Nils Landqvisl. .............. . 
Gunnar Nilsson ............. . 
Lennart Lundgren . . ......... . , 

Executi\ c OIOccrs 

Arne Callans ... . ........... . . 
D:1g Persson . .. ............. . 
Kni Holmbeck ........... .... . 
Keister Wallin . . ............. . 
Lnrs-Olof Guslavsson ........ . 
Robert Uelleday. . . . . . . . . . .. . 

1 CJ1airmnn or DOD.td or Directors. 

Principal Occupation 

Managin·g Director of Luossavaara-Kiirunavaara AB 
Retired, former Managing Director of The Co-operative Union and 

Wholesale Society 
Managing Director of the Bank 
Mana'ging Director of Skanclinaviska Endskilda Banken, Malmo 
Member of Parliament 
Under Secretary of the Ministry of Industry 
Director of various companies, former Managing Director of Corona­

verken AB 
Vice Chairman of the Sweclish Metal Workers' Union 
Managing Director of the Swedish Indu~trial Salaried Employees 

Association 

Chairman of the State Power Doard 
Managing Director of the Federation of Swerl ish Farmers 
Managing Director of Upp~krn Mekaniska Verkstods AB 
Managing Director of Ostgtltabanken 
Fanner, former Member of Parliament 
Under Secret.nry of the Ministry of Commerce 
President of Korsntis-Murmn. AB 
Chairman of the Swedish Confederation of Trndc Unions 
Genernl Secretary of Swedish Bank Employees Union 

Position 

Managing Director 
Chief Legal 0!1\ccr and Deputy Managing Director 
Senior Lending Officer 
Chief Financial Officer 
Senior Lending Officer 
Senior Lending Officer 

• Deputy ChnlrmRn of Dol\fd of Dlroctnr~. 
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GUARANTEE OF THE KINGDOM OF SWEDEN 

In 1967, pursuant to ParliaJllentary authority, the National Debt Office of the Kingdom of Sweden 
issued a letter on behalf of the IGngdom undertaking to guarantee the obligations of the Bank up to and 
including 450 million Kronor ($110 million). In 1968, the guarantee was increased to 630 million Kronor 
($154 million) and in June, 1969 the guarantee was increased to 900 million Kronor ($220 million). On 
19th June, 1975 the 'lmount of the guarantee was increased to2,000millionKr· nor ($489million) pursuant to a 
proposal approved by the Parliament on 13th May, 1975. The Bank's total obligations presently are in excess 
of 2,000 million Kronor ($489 million). 

lo the opinion of G. Sandstroms Advokatbyra> special Swedish counsel for the Bank, the Kingdom's 
guarantee applies to the Bank's obligations evidenced by the Bonlls and is irrevocable with respect to those 
obligations. The Kingdom's guarantee is a guarantee of collection and not a guarantee of payment and 
accordingly would be enforceable against the K.ingdo::n only after all means of legal recourse against the Bank 
have been exhausted without satisfaction in full of a guaranteed obligation. Were the Bank to uecome in­
solvent and be liquidated, the claims of holders of the Bonds for payment under the guaranteee or the Kingdom 
would be aggregated with claims of other creditors of the Bank entitled to the benefit of the guarantee. If the 
aggregate amount of such claims exceeded the amount of the guarantee, all creditors would be entitled to 
receive a proportionate distribution of the amount guaranteed. 

' 
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KINGDOM OF SWE,DEN 

. 
The Kingdom of Sweden covers an area of approximately 174,000 square miles (\,hich is approximately 

twice the size of the United Kingdom) and its popu1ation at the end of 1974 was estimated at 8,177,000. The 
largest cities are Stockholm (1,353,000 inhabitants), Goteborg (688,000 inhabitants) and Ma1mo (453,000 
inhabitants). Approximately half cf Sweden is covered by forest. The average population density per 
square mile at the end of 1974 was 47. 

General Political Information 

Sweden's constitution provides for a parliamentary government system and a King who performs 
only <'~remonial duties and functions as· the official reprei;entative of Sweden. Executive authority rests 
with the Cabinet of Ministers headed by the Prime Minister. Legislative power rests with the Parliament, 
which has consisted of a single house since 1971. There are 350 members of Parliament who are elected 
every three years by direct ballot, 310 from local constituencies and 40 on an "at large" basis. There 
are five political parties which have been represented since the general election in September 1973 as 
follows: 

Numberofsents 

Social-Democratic . . . . . . . . . .. . . . .. . . . . . . . . .. . . . . . . 156 

Centre . . . . • . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 90 

Conservative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51 

Liberal . ............ . ........................ . . . . 34 

Communist... .. ............................... . . 19 

Since 1932 the Social-Democratic Party has formed the Cnbinet either &lone or in coalition with 
other parties. The present Prime Minister of the Socinl-Democrntic government is Mr. Olof Palme who 
became Prime Minister in 1969. Prior to Mr. Palme, Mr. Tage Erlaoder was Prime Minister since 1946. 

lnleroational organisations of which Sweden is a member include lil t.. United Nations, International 
Monetary Fund (IMF), Iotemational Bank for Reconstruction and Development (World Dank), Gen­
eral Agreement on Tariffs and Trade (GA TI}, Organisation for Economic Co-operation and Develop­
ment (OECD) nnd European Free Trade Association (EFTA). Sweden is not n member of any military 
alliance and hns a policy f neutrality. Sweden has not engaged in a war since 181... 

Jn1luslry 

Sweden has a diversified but highly industrialised economy. Swedish industry is generally concentrated 
in the southern half of the country, principally around the major cities of Stockholm, Goteborg and MnlroO, 
but n significant amount of mining nnd energy production as well ns certain Limber nctiviti.:s are located 
in the northern half. 

Manufacturing is the largest component of Sweden's industrial sector, accounting for tlte major portion 
of its share of gross domestic product and employing the majority of its labour force. The principal charac­
teristic of Sweden's m:11:1ufacturing industry is its reliance on tcchnolo!,ry, and most of its products are based 
on Swedish inventions or developments. Because of the small size of the domestic market, Sweden's manu­
fnclured products are largely exported. Among lhe more important Swedish manufacturing industries arc 
automobiles, electronic equipment, machine tools and shipbuilding. Sweden is the third largest shipbuilding 
nalioo in the world. 
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Mining in ~;weden is ceqtred around the large iron ore deposits in the north, and Sweden accounts for 
approximately 6 per cent. of world iron ore production and 13 per cent. of world exports. Other important 
minerals found in Sweden are zinc, copper, Jead and manganese. Because of Sweden'~ large iron ore 
deposits, the country also has a highly developed iron and steel industry which produces a wide variety of 
products for domestic use and export sale. 

Although Sweden has less than I per cent. of the world's forests, certain climatic conditions and other fac­
tors have made its forest products particularly desirable in the domestic and export markets. Forest produ<..~s 
account for about one-fourth of Sweden's total exports and its exported forest products constitute approxi­
mately 3 per cent. of world volume and 13 per cent. of world export value of such products. Sweden's prin­
cipal forest products include pulp, paper, wallboard and lumber. Sweden is the fourth largest producer of 
wood pulp and the second largest producer of wallboard in the world. 

While still relatively small, Sweden's chemical industry has expanded rapidly in the post-war period 
and now employs nearly 8 per cent. of the Jabour force and accounts for almost IO per cent. of industrial 
output. Sweden's chemical production consists primarily of organic chemicals, plastic::;, pharmaceuticals and 
petrochemicals and a substantial portion is exported. 

Over 80 per cent. of all passenger traffic and approximately 65 per cent. of all goods in Sweden are trans­
ported by road. Railroads, while extensive, have been declining in importance in recent ye~rs with respect to 
passenger transportation but continue to carry a large sha.re of Sweden's raw and manufactured products 
Shipping is also important in Sweden due to its large coastline, and Swedish ships are also active in world 
sea trade. Within Sweden aviation is not a significant means of transportation. 

Corporate Ownership 

Most Swedish industry is privately owned. Kingdom ownership is primarily limited to a few special 
sectors of the economy such as iron ore, mming, public utilities and transportation where Kingdom-owned 
enterprises account for over half of the produced goods and services. Jn most cases, Kingdom-owned com­
panies have not been established for commercial or control purposes, but rather to create employment and 
encourage regional development. The Kingdom also has important ownership interests in certain Swedish 
financial institutions. 

Agriculture 

Total arable land at the end of 1973 was about seven million acres, which is 7 per ccrtt. of Sweden's total 
land area. During the last 10 years the agricultural labour force has been reduced by an average yearly rate of 
7 per cent. but total agricultural production has changed very little. 

The Swedish farmers' produ:er cooperatives collaborate nationwide und about 80 per cent. of the sales of 
agricultural products arc handled by their economic associations. Through tllese associations the formers 
own a significant part of the Swedish food industry, thus exercising an important influence on the market. 

Lnbour I•orcc 

As in mosl industrialised countries, the tren<l in occupation has been nway from agriculture with an 
increasing percentage of workers engaged in manufacturing and i;crvices. Immigration into Sweden and 
the entry of married women into the labour force has satisfied demand for workw: while, ge:nerally, ,the 
proportion of the Swedish population of the ages which coulribute to the labour force has declined. Women 
account for approximately 40 per cent. of the Jabour force and foreigners approximately 5 per cent. 

The Swedish lnhour market is charac:Lcrised by strongly centralised organis:.itions, both on the employer 
and the employee side. The Swedish Confederation of Trade Unions consists of 25 trade unions and 
more than 90 per cent. of the blue-collar workers in Sweden belong to trade unions which are members of the 
confederation. About 70 per cent. of the white-collar workers nre members of the 23 unions cor.stituting the 
Central Organisation of Salaried Employees. Union labour negotiations are conducted with employer 
organisations in which the Swedish Employers' Confcdcrntion is dominant with over 26,000 member firms 
employing some 1,250,000 people. 
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Gross Domestic Product 
The value of Sweden's gross domestic product at constant 1968 market prices for each of the years 1969 UJ,rough 

1973 is set forth in the following table: · 

1969 1970 

Gross domestic product at constant 
1968 market prices . : . . . . . . . . . . . . . Skrl48,560 Skrl 55,283 

Annual percentage growth . . . . . . . . . . 5.1 · 4.5 

GDP COMPONENTS FROM THE 

P RODUCTION SIDE 

Agriculture, hunting, forestry, fishin& 

Mining and qur.rrying ........... . 

Manufacturing . ................ . 

Construction .. . ........ . ...... . . . 

Electricity, gas and water .........• 

Transport and communication ..... . 

Wholesale and retajl trade, restau-
rants and hotels ...... . ........ . 

Financing, insurance, real estate and 
business services . . ........ . .. . 

Community, social and personal serv-
ices . ...... . .. .. ..... ... . .... . 

Products of government services . . .. 

GOP COMPONENTS FROM TllE 

Usu SIDE 

Private consumption ............. . 

Public consumption .. : .......... . 

Total consumption ...... . .. . ... . 

Privntc clomestic gross capital forma-
tion, excl. permanent residential 
housing ............ . ........ . 

Public domestic gross capital forma­
tion, excl. permanent resiclc11tial 
housing ..... .. .............. . 

Permanent residential housing, gross 
capital formation .... . ...... . . . 

Domesti : gross cnpital formation 
total ............. . . . .... . .. . 

Change ii' stocks ............... . 

5,8~9 

1, 199 

37,843 

14,2 10 

3,158 

9,148 

15,610 

20,202 

5,694 

21,443 

82,573 

29,889 

112,462 

13,177 

12,054 

9,637 

34,868 

+1,875 

6, 142 

1,191 

40,146 

14,395 

3,283 

9,317 

15,931 

20,691 

5,513 

23,182 

84,171 

32,344 

116,515 

13,559 

13,293 

9,282 

36, 134 

+4,134 

SouRcn: Nat ~onnl Institute of Economic Research, Stockholm. 
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1971 1972 

(io millions) 

Skr 156,096 Skrl 60,232 
0.5 2.6 

6,698 

1,285 

40,507 

14,250 

3,531 

9,808 

15,352 

21,575 

5,457 

24,056 

83,562 

33,493 

117,055 

13,638 

12,773 

9,329 

35,740 

+ 1,173 

6,630 

1,299 

41,467 

14,965 

3,822 

10,173 

15,872 

21,934 

5,666 

25,038 

85,679 

34,239 

119,918 

14,715 

13,687 

9,655 

38,057 

-28 

1973 

Skrl65,449. 
3.3 

6,583 

1,408 

44,235 

14,715 

4,045 

10,477 

16,034 

22,360 

5,946 

25,660 

87,312 

35,088 

122,400 

15,595 

12,859 

9,503 

37,957 

- 627 

1973 
trans kt ted 

to S 

$40,452 

1,609 

344 

10,815 

3,598 

989 

2,562 

3,920 

5,467 

1,454 

6,274 

21,348 

8,579 

29,927 

3,813 

3,144 

2,323 

9,280 

-153 

.__ __________________________________________________ __ 



The average annual rate of increase in Sweden's gross dqmestic product at conslant 1968 market 
prices during the above five year~ has been 3.2 per cent. and the estimated growth for 1974 is 4.2 per cent. 
!he forecast for 1975 in the Government budget is 2.5 per cent. 

According to published OECD data, the gross domestic product per capita in Sweden in 1973 was 
$5,860 and was exceeded in that year only by that ~f the United States of America ($6,150). 

The gross domestic product implicit· price level index, the import price index, the volume index of 
production in mining and manufacturing and the consumer price index for the years l 969 through 1973 are 
given below. The base year for these indices is 1968 except for the consumer price index which utilises 1949 
as the base year. 

1969 1970 1971 1972 1973 

GDP implicit price level .. .......... .. 103.2 109.8 117.4 124.2 132.5 ..• 
Import prices .. .. ...... .. ... ...... . 101.8 110.2 116.3 118.3 133.1 
Volume of production in mining and 

manufacturing .. .... ... ........... . 107.5 114.1 111.5 118.3 126.8 
Consumer prices ... .... ..... ..... ... 221 236 254 269 287 

SOURCE: National Iostitute of Economic Research, Stockholm. 

The consumer price index for 1974, as reported by the Natio.inl Institute of Economic Research, 
Stockholm, was 316 (1949 base year). 

Soci 11 Welfare 

Sweden has developed a comprehensive social welfare programme which, to n large extent, is financed 
by ta.: revenues. Most social benefits are availaLle to everyone without regard to person income. Every 
citizer1 is covered by the compulsory be::lth insurance programme which pays substantially all of the expenses 
of doctors, hospitalisation and medici1:e and a major portion of dental expenses. The national old-age 
pension, starting at ab .... 67, is paid to all Swedish citizens and to foreigners resident in Sweden for n certain 
period. !n addition, an ir.crcasing nuir.Jer of persons nre becoming entitled lo the national supplementary 
pension which is funded b:1 premiums paid by employers. Sweden also has unemployment insurance, rent 
nllownnces for low income persons and a system of laws prescribing a mandatory four weeks' vacation and 
n 40-hour work week. 

Foreign Trude 

The Swedish economy is highly dependent on foreign tradl.! as tho Swedish home market is relatively 
smnll. Sweden's lnrge natural reserves, such as timber nnd iron ore, nncl its inclustri11l production nre the basic 
materials for e~portcd products. Western Europe takes almost three-quarters of Sweden's total exports, ns 
ill us teated by the following table: 

EFTA 

REGIONAL DISTillUUTION 01' fOIU!.IGN TRADl! IN 1973 
I!xporcs (f.o.b.) 

22% 
Norway . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9% 
Finland... ............ . . . .. . .. . ...... 7% 

EEC 
United Kingdom .. . . . . .. .. .. . .. . . . .. . . 15 % 
Gcrnlnny. ........ . ............ ........ 10 % 
Den1n:lrk.............................. 10 % 

USA ................................... . 
Developing countries ....................... . 
Other ................................... . 

Sotmcn: Svcrigcs Riksbank. 

2-1 

50 % 

6% 
10% 
12% 

100% 

! mports (c.i.f.) 

18% 
7% 
6% 

12% 
20% 
8% 

55% 

?~{ 
10 % 
10% 

IOU % 



Sweden participated in the es•ablishment of the Organisation for European Economic Cooperation 
(now the OECD) and the convention establishing the European Free Trade Association (EFTA) was 
signed in Stockholm in November 1959. Original members of EFTA were Austria, Denmark, Norway, 
Portugal, Sweden, Switzerland and the United Kingdom. Subsequently Denmark nnd the United 
Kingdom withdrew from EFTA and joined the Europeun Economic Community (EEC) and Iceland 
has become an EFT A member and Finland an ai,sociated member. Virtually all tariffs and restrictive 
quotas have been abolished on trade in industrial goods among EFTA me1 .. bers. 

On 22nd July. 1972 Sweden entered into agreements with the EEC and the European Coal and Steel 
Community ("ECSC"). The essential feature of the agreement with the EEC is that a free trade area i!: 
gradually created for industrial goods (agricultural products are excluded) through the progressive 
diminution of the existing tariffs between Sweden and the EEC, in step with the tariff reductions between 
the EEC and its new m1~mbers. An initial tariff reduction of 20 per cent. took place on 1st April, 1973 and was 
followed by two other equal reductions on 1st January, 1974 and 1st January, 1975. The two remaining 
20 per cent. reductionii will take place on 1st January, 1976 and 1st July, 1977. (n case of certain so-called 
"sensitive" products, however, some exceptions have been made extending the transitional peri..id· to 
1st January, 1980 for special steels, certain metals and rayon wool nod to Isl January, 1984 for paper and 
paper board (except fibre building board), paper producir and printed matter. During the extended tran· 
sitional period reductions in customs duties may be restri1.aed to certain annual quantities. Customs duties on 
paper products are h<:ing gradually and temporarily reintroduced for exports from Sweden to the United 
Kingdom and Denmark until superseded by overall EEC reductions. These countries have, however, under· 
taken to set annual duty-free quotas for their imports from Sweden for the period 1974-1983. 

The provisions 1)n ta.riff aboli tion and other matters in the Swedish ::igrecment with the ECSC 
coincide with those of the EEC agreement. Under the agreements with the EEC and the ECSC 
Sweden maintains h1:r autonomy to make trade agreements independently and to continue her long 
standing low.tariff policy. 

The EEC and ECSC agreements give Sweden potential access to n duty-free market for industrial goods 
with 300 million inhabitants, covering practically the whole of Western Europe. Swedish exports to 
EEC members will be rdieved of rariffs umounting to Skr 500 million nnd gOOllS imported from the 
European Communities will be spared Skr 600 million in tariffs (both bnsed on 1973 trade figures). 

The following l11bl1.! gives the percentage of Sweden's foreign trade in various categories or goods 
in 1 97~: 

Exriorts (r.o.b.J 

Mnchlnc:ry, instrumcncs •• . ....... 

Transport equipment ... . . . ..... . 

Metal, metul gomJs 

Paper, pnper got)(IS 

Pulp ..... ..... ...... .. ....... . 

Tirnbcr . ...... . ..... . .. . ...... . 

Other ....•........... .... ... .•• 

SoURCI?: Sveriges Riksbnnk. 

25 % 

16 

13 

9 

8 

8 

21 

100% 

25 

Imports (c.iJ.) 

Machinery, instruments ....... . 

Metal, metal goods •....••....• 

Fuel 

Food 

Textile goods, shoes . • .. .. . . .... 

Chcmiculs .. .. . .. ........•.•.. 

Trnnsport equipment .. ...••.•• 

Other ......••.............•.• 

25% 

12 

11 

9 

10 

9 

10 

14 



Balance of Payments 

The value of Swedish exports and imports, the balance of trade and other Balance of Payments data for the 
calendar years 1969 through 1974 are shown in the following table: 

1974 
translated 1969 1970 1971 1972 1973 1974 to S 

CURRENT TRANSACTIO:\S 
(in millions) 

E;:ports f.o.b ....... . ..... .. .. Skr29,459 Skr35, 150 Skr38,224 Skr41,749 Skr53,153 Skr70,391 $17,211 
Imports c.i.f. .. 

-30,571 -36,251 .............. .. -36,192 -38,618 -46,336 -72,850 - 17,812 
Balance of trade .............. - 1,112 -1,101 2,032 3,131 6,817 -2,459 -601 
Adjustment of trade returns .... 151 136 16 49 -111 ·-!15 -23 
Net shippi n' ............ .... 2,016 2,114 2,325 2,432 2,989 3,813 932 
Travel ..... . ............ . ... - J,229 -1,748 -1,927 -2,400 -2,275 -2,254 -551 
Other services ........ . ....... -104 13 -444 -633 -778 -1 ,494 -365 
Transfers (net) .............. - 741 -781 -908 - 1,207 - 1,356 - 1,907 -466 

Dnlance on current account .... - 1,019 - l,367 1,094 1,372 5,286 -4,396 ..:_1,075 
---

CAPl1'AL TRANSACTIONS 

Government capital transactions -2tl0 - 214 - l f.O 47 - 201 -465 - 114 
Security trnnsactions .......... - 127 246 378 830 445 97 24 
Private long· term loans ........ 

Abron<l .. ...... ... .... . 579 1,002 944 870 428 } } 1,536 376 ln Sweden ..... . . . . . . . . - 60 - 107 -42 -4 - 35 
Direct in vestment 

Abroad .. _. .. ........... - 1,225 - 1,103 - 899 -· l,25 1 - 1,2?7 
} - 1,557 -381 In Sweden .............. 799 557 423 325 J(JJ 

Other . .... . ........... . .... 150 771 - 54 621 702 1,817 444 --- ----· ---- ·----Balance of' capital ............ - 124 1,152 570 1,438 415 1,428 349 
---SOR ALI OCl\"JIUN ................ 196 180 178 
---- ---ERltOHS AND OM ISSIONS •..••.•.•••. - 543 637 443 39 - 62 1,178 288 ·--- ---- ---

~fO'.°'JETAIW INSTITUTIONS 

Foreign cxcltnngc reserve ...... - 1,853 394 1,208 2,251 3,884 - 3,292 - 805 
A 11thorisl'cl exchange ban ks: 

time position t t t t f I t 0 • o 0 0 167 2211 193 678 1,755 1,502 367 . ----- ----- --- ---- --·- -Total 
f It t t t Ifft It t • - 1,6R6 618 1/101 2,929 5,639 - 1,790 - 438 ---- ---- --- ---

SOURCE: Sverigc:; Rik:.b:rnk. 



Foreign l:xehnoge Reserves 

The following table shows the net. foreign exchange holdings of the. Sveriges Riksbauk and the sight 
holdings of the authorised exchange banks as well as Sweden's position in respect of gold, SD Rs and the 
IMF at the end of each year from 1970 through 1974. 

Sveriges Riksba.nk 

Gold . .........................• 

Special Drawing Rights . .. .... . .•• 

IMF position . ... . ... . ....... .' . .• 

Foreign exchange .......... . . . . .. 

Total ... . ... . ...... . .. ... . 

Authorised exchange banks 

Sight balance .............. . . ... . 

Total ... .......... . . . . . . 

SOURCE: Svcriges Riksbank. 

1970 

. Skr 1,035 

196 

654 

1,739 

3,624 

648 

4,272 

3 lst Decemb~r 

1971 1972 1973 

(in millions) 

Skr 1,046 

376 

432 

3,211 

5,065 

415 

5,480 

Skr 1,047 

554 

465 

5,254 

7,320 

411 

7,731 

Sier 1,1 15 

589 

484 

9.057 

. 11 ,245 

370 

I 1,615 

1974 

Skr 1, 115 

589 

490 

5,527 
--

7,721 

602 

8,323 

1974 
trnnslated 

to S 

$ 273 

144 

120 

1,351 

1,888 

147 

2,035 

At the end of J 974 the Svcriges Riksbank agreed with the Bnnk for Jntcrnntional Settlemc11ts ("DIS") 
in Dnslc on a stand-by cred it for $300 million. Under this agreement tbe DIS will during 1975 upon request 
immediately place foreign currency up to this amount at the disposal of the Svcriges Riksbank. The :igrcc­
mcnt provi<.les for the possibility of prolongation after the end of 1975, in which cnse n credit drawn undt:r 
the facility may also be prolonged. 

Energy 
Sweden is not 1111 oil-producing country nnd extensive exploration in the last f cw years has been lnrgely 

unsuccessful. The Swedish balance of trade has therefore taken the full burden of the increased prices of oil 
and oil products which took effect in the latter part of 1973. 

The fo llowing table shows the import and export values of oil and fuel for 1973 nnd preliminary figures 
·ror 1974 as well ns projected figures for 1975 nnd 1976 based on oil nnd fuel prices ns of December, 1974: 

Imports: 
Crude oil ........... . .......... ... . ......... .. . . .•.. 
Fuel oil ........................• .. . . . . ..... . .. . .• • . 

Exports: 
Fuel oil ........................................... . 

Impact 011 balanct: oft rnde .... . . . . . •.... . . . . ............ 

SOURCI!: National Institute of Economic Rcscnrch, Stockholm. 
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1973 

Skr l ,260 
3,290 

4,550 

197 

4,353 
--

1974 1975 1976 

(in millions) 

Skr 3,680 Skr 6,340 Skr 6,270 
8,020 5,910 5,950 

11 ,700 12,250 12,220 

540 620 640 

11,1 GO 11 ,630 I I ,5SO 
-- -- --



State Budget and National Debt 

The sources and uses of ·funds of the Central Government of Sweden for the calendar years 
through 1973 are summarised in the following table. 

1973 
translated 

1970 1971 1972 1973 10 s 
(in millions) 

REVENUES 

Direct and indirect taxes Skr35,979 Skr40,799 Skr43,059 Skr46,9JO $11,469 
Other .......... .. .... 3,294 3,903 4,447 4,900 1,198 

39,273 44,702 47,506 51,810 12,667 
EXPENDITIJRES 

Transfers .......... .. 23,395 27,096 31,167 34,470 8,428 
Consumption ........ 13,257 15,178 15,799 17,290 4,227 
Gross fixed investments 1,865 1,926 2,311 2,470 604 
Residual ... .......... . J:l4 -830 468 250 61 

38,701 43,370 49,745 54,480 13,320 

LENDING ET" ... .... .... 3,625 4,535 4,348 3,500 856 
EXYRA B\ ' 'l\Y TRANS· 

ACTIO' (cxpendi-
ture ir . . e ...... .. .. -152 567 242 20 5 

SOURCE: National Institute of Economic Research, Stockholm. 

The fr·llowing table sels fortr. the National Debt. of the Central Government of Sweden: 

1973 
translated 

1970 1971 1972 1973 to S 

(in millions} 

NATIONAL DEDT 
end) (I) 

(at year-

Funded . .. •.. .... . ... Skr24,812 Skr27,399 Skr29,948 Skr34,21R $8,366 
Floating (2) .. ........ 11,343 11,387 15,188 17,069 4,173 

----
36, 155 38,786 45,136 51,287 12,539 

(I) All payable in Swedish Kronor. 

(2) Original maturity of one yenr or Jess. 

SOURCE: National Institute of Economic Research, Stockholm. 

1970 

The Kingdom of Sweden has guaranteed the principal of and interest on obligations of others (both 
int.::rnal nnJ external) aggregating approximately Skr 17,758 million (S4,342 million) at 31st December, 1974. 

All payments on its public debts, internal or external, have been mndc when due by the Kin!!dom of 
Sweden since the establishment of the present stnte in 1809. 
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ACCOUNTANTS' REPORT 
J 

The Board of Directors ·. 
Sveriges Investeringsbank Aktiebolag: 

We have examined the balance sheet of Sveriges Investeringsbank Aktiebolag as of 31st December, 1974, 
and the related statement of income for the five years then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests of the accounting records 
nnd such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, such financial statements present fairly the financial position of S·1eriges Investeringsbank 
Aktiebolag at 31st December, 1974, and the results of its operations for the five years then ended, in conform­
ity' with generally accepted accounting principles applicable in Sweden, applied on a consistent basis. 

The accompanying financial statements expressed in U.S. dollars have been translated into dollars 
solely for the convenience of the readr.r. We have reviewed the translation, and, in our opinion, the financial 
statements expressed in Kronor have been translated into dollars on the basis set forth in note 2 of Notes to 

Financial Statements. 

Stockholm, Sweden 
24th February, 1975 (except as to 
note 9 of Notes to Financial 
Statements which is as of 11th June, 
1975) 

TORE .:£ENCK.EL 
Authorised Public Accountant 
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SV~RIGES INVESTERINGSBANK AKTIEBOLAG 
BALANCE SHEET 

31st December, 1974 

ASSETS 
In thousands 

of 
Swedish Kronor 

Cash and due from backs . ... . ....... . ......... . . .... . .... . 
Interest bearing deposits with banks nnd investments ..... . . . .. . . 
Loans .......... ... .. . ..•.••..... . ...... . ...... . .. ..... . 
Investments in subsidiaries and affiliates (3) ... . .. . ... . . . .. . . . 
Advances to subsidiaries and affiliates (3) •• . .....•... .. . . .. . . 
Office equipment, net . . . . ... ... : • .......... .. . ..... .. .. . . .. . . 

Skr 1,968 
560,625 

2,116,985 
3,890 

10,308 
101 

Ac.: rued interest and commissions ................ . . . . . .... . 
Own bonds repurchased . •.•.... . ...... . .. . ........ . .. . . . ... 
Other assets . . ....... .. ... . .. . . . ... . .. . ........ , .. .... . .. . 

47,154 
10,432 

229 

Total assets . ... . .. . ... . .. . ... .. . . .. .. . , ... . . . Skr 2,751,692 

Borrowed funds (4) 
LIABILITIES, RESERVES AND EQUITY CAPITAL 

Short term .. ........ .. .......... . . ............ . .. . . . 
Medium term ....... . ........... . . . .. ........ . . .. . . . . 

Skr 60,924 
29,078 

Long term ..... ....... ........ .............. .... .. .. 1,256,120 

J,346,122 
Accrued expen'ies 

Interest and other ......... .... .......... . ............. . 45,000 
Income ta:<cs .. . .. . ............... . .......... ... . ... . 1,590 
Pension .......... . ..... .............. . ......... .. ... . 244 

46,834 
Advances from subsidiary and affiliate (3) ................... . 2,900 

Total liabilities J,395,856 

Reserves for losses 
Lonns (5) .........•.............................. . ... 200,000 
Foreign exchange ..................... . ............. . 48,COO 

Total reserves 248,000 

Equity capital (6) 
Share cnpif.;il .... . . . . . .. ........... .. .. .. ... . ....... . 900,000 
Statutory reserve . . . . . . . . ..... , ............. . ...... .. . 125,000 
Rctuinc<l earnings . .. . . . .......•.... . . ................ 82,836 

Total equity capital .............. . ... .... . .. . . . 1,107,836 

Commitments and contingent liabilities (7) 

Total liabi lities, reserves nnd equity capital Skr 2,751,692 

See accompanying Notes to Financial Sta tements 
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Translation into 
thousands of 
U.S. dollars 

s 481 
137,072 
517,600 

951 
2,521 

25 
11,529 
2,550 

56 
---
$672,785 

:s 14,896 
7, 109 

307,120 

329,125 

11,002 
389 
59 

1 J ,450 
709 

341,284 

48,900 
11,736 --
60,636 

220,049 
30,562 
20,254 

270,865 

S672,7S5 



' 
NOTES TO FINANCIAL STATEMENTS 

(1) Statement of Accounting PoJicies · . 

In order to facilitate an understanding of the data fr.tcluc:!i. . fo1j financial stateme.lts, summarised below 
are the more significant accounting policies of Sveriges ln ,, ~wrings bank Aktiebolag (the ' 1Bank"). These 
policies are in conformity with principles anL procedures gem.,rally followed in Sweden. 

Basis of Presentation 

The Bar]~ does not consolidate its subsidiaries, all of which are wholly-owned. Investments in subsidia­
ries, an affiliate, and corporate joint ventures are c~rried at cost. The Bank assumes the losses of its nonprofit­
able subsidiaries through periodic contributions which are charged to income. In the aggregate, the sub­
sidiaries, affiliate, and joint ventures are not significant to the result of opera lions and financial position of 
the Bank. ·· 

Foreign Currency Translation 

The Bank maintains foreign currency assets and liabilities at historical rates, except for cash on hand and 
iu banks, its own bonds repurchased and accrued interest n!ceivable and payable which are converted at rates 
prevailing at each year end. As a result of major currency revaluations, commencing in 1977J the Dank 
provided a reserve for future exchnnge losses in an amount which approximates the difference- between 
historical and current rates applicable to long-term borrowings having a translation loss. Such provision is 
reflected in the st11temeot of income as provision for foreign exchange losses. Other realised and unrealised 
excb:rnge gains and losses are reflected in the statement of income as foreign cxchauge losses (gains) - net. 

lnc<>me Tnxe:r 

The Dank nod its subsidiaries file separate income tax reh1ms and provide taxes bused on tnxnble income 
as determined under Swedish tax Jaw. For all years presentetl, the Bank's taxable income was substantially 
tJ1~ same us financial income reduced in 1973 nnd 1974 for n dividends-paid deduction and as to the national 
illcome iax reduced in each year by a deduction fo; local tax csscnt.iatly on a cash basis. 

Swedish lnw permits the Dank to reduce taxable income annually for dividends pa iJ, limited to an amount 
equal to 5 per cent. of capital paid-in. This annual dct.oction is nvailable for cncb of ten years, which m:ed 
not be consecu tive; however, it can only be taken within 15 years from the date the cupital was paid-in. The 
deduction utilised in both 1973 and 1974 wns Skr 35,000,000 ($8,557,000). Based on capitnl paid-in to date 
the deduction nvnilnbk cnch year through 1981 amounts to Skr 50,000,000 ($12,225,000) and <lccreniies to 

, Sier 25,000,000 ($6,112,000) nnd Skr 15,000,000 ($3,667,000) in 1982 nncl 1983, respectively. 

The 1rntionul statutory income tax rate was 40 per cent. for tho years 1970 to 1974. The loc.1) income 
tux rate rose progressively from 19.03 per cent. in 19'/0 to 23.09 per cent. In 1974. The combined effective 
income tax rate for the Unnk, which was approximately 54 per cent. for the yenrs 1970 to 1972, declined to 
7.4 per cent. in 1973 nnd 15.8 per cen t. in 1974, primarily clue to the divide11ds-r.nid deduction referred to 
nbove. 

Reserve for Loan LosseJ 

The provision for loan losses charged to opemting expenses is compulcd to provide u reserve which ii1 
npproxirnntcly 6 per cent. of total 011ts1nnding loans plus c::omrnitments issued but not yet disbursed which is 
the maximum reserve 11cccpted under Swedish tnx law. 

Ojjice L::qulpment 

OOke equipment is stated nt cost less nccumulate<l depreciation. Deprccintion expense is charged to 
opcrnting expense on n str:iight-line basis over n five-year life. 

Or1:1111l.rntinn all(/ Bontl /Jsunnce CostJ 

Organisation «<ld bond issu:iocc costs nrc charged to operating cxp1:nsc in the year incurred. 
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(2) Basis of Transl cion into U.S. Dollars 

The fiDancial Jtatements presented herein ar.: expressed in Swedish Kronor and, solely· for the 
convenience of the reader, liave been translated into United States dollars at the rate of Skr 4.09 = U.S. Sl, 
the ~t ! prevailing as of 31st December, 1974. This translation should not be construed as a representation 
that :!~ ..: ilmounts shown could be converted into U.S. dollars. 

(3) Jnvesrmeots 

A swnmary of the Dank's investments :n and advances to and from subsidiaries, an affiliate and joint 
ventures, including the Bank's equity in their underlyirg net assets, is as follows: 

At list December, 1974 
Advance 10 

Cmying 
Equll{, in (from) loves1cc 

under yin1 
VaJuo Dtl&SWLI Amount 

Pcrccnt&11e Skr ' Sier ' Sier ' or Jnicrcat Name 
~!~ (000) (000) (000) nte 

AB Strukturgaranti ····· ····· ····· ··· ·. 100 500 -1a 500 122 (500) (122) 5.00% SibtccAB ................... ········. 100 600 147 602 147 920 225 Svcnsk Forctn~ Garanti AD ·········· .. 50 2,400 581 2,600 636 (2,400) (587) 
AfJ Svcn~k Pctrokcrnisk Utvcckling ...... 20 120 29 120 29 
FasUghcts AB Sibos . •. • • •••....•.•••• • • .so 100 24 100 24 8,702 2,128 10.25% S3nd'ri kcn Hcnt Production AD . . ..... . •• 100 100 24 258 63 2'i 6 1.iquid Processing AD ...... ····· · ······ · 100 70 17 40 JO 660 161 

3,890 9.Sl 4.220 1,031 7,408 1,811 -- - - -- -- - --
Operating losses ol AD Strukturgarnnti and Sibtec AD for the year ended 31st December, 1974 aggre­

gated Skr 668,000 ($163,000) nnd were recorded by the Bank through contribution charges to income. 
During 1974 the Dnnk acquired Sandviken Hent Production AD and Liquid Processing AD, each of which 
was operating at n loss and had defaulted on its loan from the Dnok. With respect to these acquisitions, in 
1974 the Dnnk wrote off louns nggregating Skr 6,703,000 (SI ,639,000) which omount exceeded their operating 
losses for the year. 

The Dnnk's proportionate part of the earnings of its investments in nniliatc und joint ventures for the 
year ended 31st December, 1974 aggregated Skr 26,000 ($6,000). 

(4) Dorrowcd Funds 

Short-term borrowings (consisting of demnncl nod other notes with ftnul maturities of one year or less) 
amounted lo Skr 60,924,000 (S14,896,000) at 31st December, 1974 and had un :wernge interest rnle of 7.68 
per cent. The nvl!ragc amount outstanding during 1974 wns Skr 57,000,000 (S I1,936,000) having an nppro:d­
rnuto nverugc intcre~t rate of 6.82 per cent. The maximum month-encl halnncc was Skr 78,000,000 
(SJ 9,07 1,000). 

Medium-term borrowings (i.e., those witb final maturities of more than one but less thnn ten years) 
nggrcgnted Skr 29,078,000 ($7,109,000) nl Jlsl December, 1974 nnd had nn nvcrngc Interest rntc of 10.81 
per cent. At 31st December, 19'/4 nil medium-term borrowings hnd maturities of k ss limn three years. 

Long-term borrowings (i.e., those with n flnn l mnturlty of ten years of more), including current mnlu· 
rities, nt Jl sl December, 1974 were ns fo llows: 
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6.75 per cent. bonJs dui: in ten annual instalments of DM 10,000,000, com­
mencing in 1173. At date of issue, Skr 1.5042 = DM I .... . •. . ..... . .... 

7.75 per cent. bonds due in annual instalments of $500,000 (1975-1979), 
Sl,C00,000 (1980, 1981), Sl,500,000 (1982-1:)86), and $2,000,000 (1987). At 
date of issue, Skr 4.7475 = $1 . . ..... . .. . . . ....... . ..... . .•......... . . 

7.50 per ccoL bonds due in annual instalments of $500,000 (1975-1980), 
Sl,000,000 (1981, 1982), Sl,500,000 (1983-1987), and $2,000,000 (1988). At 
date of issue, Skr 4.73 = Sl ....... '. . ..... . ........... . ......... .. •. . . . . 

6.50 percent. bonds due in five annual iost,1lments of Sfr 10,000,000, commencing 
in 1984. At the date of issue, Skr 1.381 = Sfr 1. . . ..... . ................ . 

7.00 per cent. boiJds due in ten annual instalments of DM 10,000,000, commenc-
ing in 1979. At date of issue, Skr 1.5260 = DM I. .. . ................. . . . 

Total foreign ........................ . . . ...................... . 

Totitl domestic .... . ............ . ................ . ............ . 

Totnl long-term ..... . ........ . ...... .•. •... . ... ... . ............ 

Outstanding 

(SkrOOO) (SCOO) 

150.420 36,777 

66,465 16,251 

68,585 16,769 

69,050 16,883 

152,600 37,310 

507,120 123,990 
---

749,000 183,130 
----· 

1,?.56, I 20 307,120 

'.d1e combined maturities of short-. medium- nud long-term borrowed funds for tbe five-year period 
ending 3 lst December, 1979 nre as follows: 

1975 .•. . ......... . ........• 
1976 .. . ••. •...........•••.. 
1977 ... .. ............••. •.. 
1978 ..•. .. ........... . .• . .. 
1979 .................. . .•.. 

(Skr 000) 

98,423 
20,741 
18,052 
47,580 
79,640 

(SOOO) 

24,064 
5,071 
4,414 

11 ,633 
19,471 

All of th1.: nbove arc general obligntion 1 of the Dnnk. With respect to the foreign bond issues, the Dank 
or its agents may purchase bonds on the open market for the purpose of meeting the redemption provisions. 
All foreign issues urc subject to early ca11 at various dates commencing in 1978. Th1.: Dnnk's unsubordinnte<l 
borrowing authori ty is limited to five times its equity capital nud amounts to Skr 5,539 million (Sl,354 
million) at JI st December, 1974. 

(5) Re'iene for Loan Lo~es 
1972 197J 1974 

~Skr 000) (SOOO) (Skr 000) (SOOO) (Skr 000) (SOOO 

Ualunce nt beginning of ycur . .. .......... . 130,000 31,785 160,000 39,120 160,000 39,120 

l'rovision .............. . ..............•. 30,313 7,41 1 4,264 1.043 46,513 11,372 

160,313 39,1 96 164,264 40,163 206,513 50,492 
--

Lonn losses ........ . •• ..... ............. 313 76 5,974 1,461 6,927 1,694 

Less recoveries ......................... . 1,710 418 414 102 

Net lonn l os~cs ......................... . 313 76 4,264 1,043 6,513 1,592 

160,000 39,120 160,000 39,120 200,000 48,900 

- - -- -- -- -- --Unluncc Ill enJ of yen r .• . ........... ...... 

(6) ]!;qulty Cnpitnl 
The Bnnk wns cstablishctl in 1967 under the Swctli;h Compnuics Act of 1944 (the uct governing Swedish 

limitetl linbility companies). Tho D:ink has an outstnnding fully-paid share cnpitnl of Skr 900 million (S220 
mill ion), th1.: whole of which is owned by the Kingdom of SwedeD. 
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Under the Companies· Act of 1944, 10 per cent. of net income must be transferred annually to a statutory 
reserve, until such reserve equals 20 per cent. of share capital (Skr 180,000,000; $44,010,000). At 31st De­
cember, 1974, this statutory reserve amounted to Skr 125,000,000 ($30,562,000), of which Skr 100,000,000 
($24,000,000) was paid in by the Kingdom of Sweden and the balance transferred from earnings. The reserve 
is available for distribution only upon dissolution. 

An additional reserve is required to be created througlt annual transfers of 10 per cent. of net income 
when the aforementioned statutory reserve equals 20 per ct .. ,. -:: -~ ;·e capi ~al. This additional statutory 
reserve is also restricted as to distribution until such time as total share capital and starntory reserves exceed 
the Bank's liabilities. Such excess may be returned to distributable retained earnin&S ratably over a five-year 
period; however, if the total share capital and initial statutory reserve exceed liabilities for five consecuth·e 
years, the entire additional reserve may be returned to distributable retained earnings . .. 

When the Bank's liabilities ate greater than the total of share capital and both statutory reserves, 
dividends declared in an amount exceeding 5 per cent. of net assets require an additional transfer to either 
statutory reserve of an amount equivalent to such excess. 

(7) Commitments nnd Contingencies 

At 31st December, 1974 the Bank hnd unclisbursed loan commitments ofSkr 1,406,000,000 ($343,766,UOO) 
and was contingently liable on guarantees aggregating Skr 64,758,000 {S l5,833,000). 

The Dank has a 50 per cent. interest in a corporate joint venture, Fastighets AB SIBOS, formed for the 
purpose of constructing n commercial building in Stockholm. Under the joint venture agreement, tbe Bank 
is financing the construction and at 31st December, 1974 had advanced Skr 8,702,000 ($2,128,000). The 
Bank's commitment under this agreement is estimated to be Skr 48,000,000(SI1,736,000). The Illu1k expects 
to move its operations to the new building in the autumn of 1975; however, no knsc arrangement has been 
negotiated. Presently the Bank is committed under n lease at a quarterly rental of Skr JOS,000 ($25,672) 
which expires in September, 1975. 

(8) Government Guurnntcc 

The Kingdom of Sweden has guaranteed the obligntions of the Dank up to Skr 900,000,000 
($220,049,000). 

(9) Sul>sc,111cnt Events 

In Jnnuury and :obruury, 1975 the Uank made short-term borrowings of Swiss fram.:s aggregating 
Sfr 30,000,000 (Skr '17,997,000, $11,735,000). 

In February nnd April, 1975 the Bank made long-term domestic borrowings aggregating 
Skr 225,000,000 ($55,012,000). 

Jn April, 1975 the Bank made n n1cdium-tcrm borrowi ng of Dutch guild1:rs in the :1111ount of 
Giel 50,000,000 (Skr 82, 140,000, $20,083,000). 

In April, 1975 the Drink mndc two medium-term borrowings of Swiss Francs in :rn aggregate amount of 
Sfr J00,000,000 (Skr 155,025,000, S37,90J,()00). 

In June, 1975 the ll:rnk mudc n medium-term horrowing of German m:irks i11 the 11111011n1 of 
DM 100,000,000 (Skr 167, 100,000, $'10,856,000). 

On 25th Mnrch, 1975 n proposnl wns presen ted to the Pnrliamcnt that the 111110 11111 oft he r,uararilct: of the 
Kingdom of Sweden referred to in note (8) be increased to Skr 2,000,000,000 ($·189,000,000). 

J..: 



UNDERWRITING AND SUBSCRIPTION 

Credit Suisse White Weld Limited, Swiss Bank Corporation (Overseas) Limited, Union Bank of Switzer­
land (Securities) Limited, Kredietbank S.A. Luxembourgeoise, Dresdner Bank Aktiengesellschaft, S. G. 
Warburg & Co. Ltd. , Post-och Kreditbanken, PKbanken, Skandinaviska Enskilda Banken and Svenska 
Handelsbanken (the "Managers") have, pursuant to a Subscription Agreement dated 19th June, 1975, agreed 
with the Bart.. ') procure subscribers for the Bonds as agents of the Dank. The Bank bas agreed to pay 
commissiom :ig:,regating i % of the principal amount of the Bonds to the Managers and the Underwriter~. 
On behalf of ti Bank, the Managers are inviting certain banks, brokers and dealers (the "Selling Group' ) 
to subscribe Bonds at the Offering Price Jess a concession of It% of the principal amount of the Bonds, plus 
accrued interest. The Selling Group may concede a reallowance oft% out of such concession to recognised 
securities dealers. Payment for the Bonds subscribed will be made in U.S. dollars at a subscription price of 
$1,246.48 per Bond, plus accrued interest, which has been computed on the basis of the principal amount of 
the Bonds, multiplied by the value of one IMF special drawing right in terms of the U.S. dollar, as determined 
by the IMF as of 19th June, 1975. It is expected that delivery of the Bonds will be made at the offices of Credit 
Suisse While Weld Limited, 122 Leadenhall SIIeet, London EC3V 4QH, on or about 8th July, 1975. 

The Subscription Agreemeut provides that the obligations of the Managers are subject to approval of 
certain legal matters by counsel and to certain other conditions precedent. The Bank has agree<\ to indem­
nify Lhe Manngers against certain liabilities and to reimburse the Managers for ccrlain expenses. 

The Bonds have not been registered under the Securities Act of 1933 of the United States of America 
and may not be offered or sold directly or indir<:1:tly in the Uniter! States (which term includes the territories, 
possessions and all areas subject to the jurisdiction of the United States of America) or to nationals or 
residents thereof as part of the distribution of the Bonds. Any reoffers and resales of Bonds in the United States 
or to nationals or residents thereof after distribution of the Bonds has been completed must be made in 
compliance with the registration requirements of the Securities Act of 1933 or pursuant to an exemption 
then: from; and the availability of any such exemption would depend upon the facts and circumstances exist~ 
ing nt the time of such reoffers and resales. 

The Managers have represented and agreed that in connection with the distribution of the Bon els, except 
for oITers or sales to Underwriters and to recognised securities deniers who agree nnd represent th:ll they are 
subscribing fo r distribution in confonnity with these provisions, they have not offered or sold and will not 
offer or sell nny Bonds directly or indirectly in the United States or to nationuls or residents thereof. Each 
Underwriter uod member of the Selling Group must represent and agree that in connection with tbc dis­
tribution of the Bonds it hns not offered or sold and will not offer or sell nay Douds directly or indirectly 
in the United Statts or lo nulionals or residents thereof. l lowever, offers or sales of Bonds may be made on 
certain conditions to persons outside the United Stnlcs who ure not nationals or residents thereof through 
United Stntcs ngeots or fiduciaries. 

Purchasers of Bonds may be required to pay stamp taxes und other charges in accordance with t:1c 
laws and practices of the country of purchase. 

On behalf of the Dank, the Managers have entered in lo underwriting agreements in respect of the issue 
with, nmongst others, tile following Underwriters: 

A11stria 
Cr .:ditnnstnlt-Bunkvtrein 
Girozentrule und Dank clcr osterreichischen 

Sparknssen AG 

llnlrnmns 
Eurnmericn Finnnziaria Internnzionale S.p.A. 
Homlclsbank in Zurich (Overseas) Limited 

/Jclciwn 
Banque de 13ruxcllcs S.A. 
Dnnquc <k Commerce S.A. 
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Cr6dil G6ncral Societe Anonyme de /Janque 
Dewaay, Cortvriendt Tntcrnntional S.A. 
Krcdictbunk N. V. 
Pctcrbrocck, van Cnmpenhout Securities S.A. 
Socict6 Gt':ncralc de Danque S.A. 

Denmark 
Andclsbanken A/S 
Den Dunskc Landmnntlsbank 
Kj11bc11hnvns Hnndclsbnnk 
Privalbnnkcn A/S 



.. 

Finland 
Helsingfors Aktiebank 
KansaUis-Osake-Pank.ki • 
Nordiska Foreningsbank:en AB 

France 
Banque Europeenne de Tokyo 
Banque Frans:aise du Commerce Exterieur 
Banque Frans:aise de Depots et de Titres 
Banque Nationale de Paris 
Banque de Neuilize, Schlumberger Mallet 
Banque de Paris et des Pays-Bas ' 
Banque Rothschild 
Banque de Suez et de l'Union des Mines 
Banque de !'Union Europeenne. 
Banque Worms 
Caisse de Depots et de Consignations 
Credit Commercial de France 
Credit lndustriel et Commercial 
Credit Lyonnais 
Credit du Nord et Union Parisienne-Union 

Banca ire 
Finacor 
Lazard Frcres & Cie 
Morgan & Cie International S.A. 
Socit!te Generale 
Societc Scquanaise de Banque 
Union de Danques Arabes cl Frans:aiscs­

U.B.A.F. 

Germany 
Baycrische Hypothcken-und Wechsel-Bank 
Baycrischc Vereinsbank 
Berliner Handels-Gcsellschaft-Frankfurtcr 

Bank-
Deu tschc Dank Aktiengesellschaft 
Deutsche Girozentralc-Dcutsche Kommunulbank 
Commerzbank AktiengescUschaft 
Erkctenbank-Warburg Akticngesellschaft 
Hessische Landesbank-Girozentralc 
Merck, Finck & Co. 
Norcklculsche Lnndesbnnk Girozentrnle 
Sal. Oppenheim Jr. & Cic 
C. G. Trinkhaus & Burkhardt 
Vcrcins-und Westbnnk Aktiengesellschaft 
M.M. Warburg-Brinckmann, Wirtz & Co. 
Westdeutsche Landesbank Girozcntrnle 

1/0111: Kong 
Ayala Finance (HK) Limited 
Jardine Fleming & Company Limited 
Schroders & Chartered Limited 
Sumitomo & East Asia Limited 

f tnly 
Bancn Commcrciale Ttalin1111 
Danca Nazionale dcl Lavnro 
Danco di Roma 
Cnpitnlnn Jntcrnazionalc S.p.J\. 
Compngnin Finnnziaria lntcrmobil ia rc S.p.A. 
Credito Ttnlinno 

Japan 
Daiwn Europe N. V. 
The Nikko Securi ties Co., (Europe) I.Id. 
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Nomura Europe N. V. 
Yamaichi International tEurope) Ltd. 

Luxembourg 
Banque Generale du Luxembourg S.A. 
Banque lnt:mationale a Luxembourg S.A. 
Banque L:ambert-Luxembourg S.A. 
Compagnie. de Banque et d'Investissements 

(Undenvnters) S.A. 
Compagnie Luxembourgeoise de Banque S.A. 
Mercur-Bank S.A. . 

Netherlands 
Algemene Bank Nederland N.V. 
Amsterdam-Rotterdam Bank N.V. 
Bank Mees & Hope N.V. 
H. Albert de Bary & Co. N.V. 
Pierson, Heldring & Pierson 

Nonva.Y 
Andresens Bank A/S 
Bergens Privatbank 
Christiania Bank og Kre<litkasse 
Den norske Creditbank 
fellcsbanken A/S 

Sll'eden 
Gotabankcn 

United Kingdom 
Julius Daer International Limited 
Banco Urquijo Limilecl 
Dank of America (International) Limited 
Bankers Trust lntemulionnl Limited 
Daring Drothers & Co., Limited 
Citicorp International Bank Limited 
Dillon, Read Overseas Corporation 
European Banking Company Limited 
First Doston (Europe) Limited 
Robert Fleming & Co. Limited 
Antony Gibbs Holdings Ltd. 
Goldman Sachs International Corp. 
Hnmbros Dank Limited 
Hill Samuel & Co. Limited 
Jnlefl'.alional Marine Banking Co. Limited 
Kidder, Penbo<ly Inlc1nationnl Limited 
Klcinwort , Denson Limited 
Laza rd Brothers & Co., Limited 
Lloyds Bnnk Intcmntional Limited 
London Multinntionnl Dank (Underwriters) 

Limited · 
Manufacturers Hanover Limit<.'J 
Samuel Montngu & Co. Limitc<~ 
Morgan Grenfell & Co. Limited 
National Westminster Dank Limilcd 
Orion Dank Limited 
Nordic Dunk Limilcd 
N. M. Rothschild & Suns Limited 
Scnndinnvinn Bank Limited 
.J. Henry Schroder Wug~ & Co. Limited 
Singer & f.ricdlnnckr Limited 



Strauss, Turnbull & Co. . 
Sumitomo White Weld Limited 
Williams, Glyn & Co. 
Wood Gundy Limited 

United States 
ABD Securities Corporation 
Arnhold & S. Bleichroeder Lie. 
Basie Securities Corp. 
Blyth Eastman Dillon & Co. Incorporati:d 
Kuhn Loeb & Co. International 
::'...azard Freres & Co. 
Lehman Brothers Incorporated 
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Merrill Lynch, Pierce, Fenner & Smith Securities 
Underwriter Limited 

Salomon Brothers 
Shields Model Roland Incorporated 
Smith, Barney & Co. Incorporated 
SoGen Swiss International Corp. 
UBS-DB Corporation 
Warburg Paribas Becker Inc. 
White, Weld & Co. Incorporated 

:: "ters 
Bank Leu Limited 
Clariden Bank 
J. Vontobel & Co. 



· .. ·· .. ·.· ; . . . 
. . 

.· . 

. . . 

. : . ··. 
. . . . . 

. . 
· .. 

.. 

· PLEASE. NOTE: THE PRECEDING PAGES WERE TREATED 
AS ·A UNIT IN THE ORIGINAL - DOCUMENT~ 

: . . .. 

. . 



Institution: 

Location: 

Size: 

Assets: 
Capital: 

Purpose: 

Sou rec of Funds: 

Management SL ru ctu i·c: 

Japa n Development Bank 

Main office in Tokyo. Other offices in 9 cities in Japan 
and in Washington, D. C ., New York City, London and 
Frankfurt. 

3/31/76 

¥ 3, 521, 3 91 million ($11, 433 rnillion) 
¥ 233 , 971 million ($759.6 million) 

Established in 1951 as a Japanese Government financial 
institution pursuant to the Japan Development Bank Law. 
Purpose is to supply long-term funds for the promotion 
of industrial development and economic and soci;.l progress. 
JDB makes loans to provide funds: (!.) for acquisition and 
construction or improveme nt of plant and equipment: (2) 
for reclamation of land; (3) for acquisition of land and 
construction of buildings and equipment for urban redevelop­
ment projects. A related authority (which JDB has not yet 
exercised) permits J DB to J:" rnvidc funds by subscription 
to corporate debentures is~ 1ed to raise funds for above 
purposes. JL.:\ can guarant~ .... repayments of loans and 
has authority to make equity investments in large-scale 
ind us t l'ial complexes in uncle rd eve loped regions in Japan . 

Principal sourccsareborrowingsfro·m Japanese Government, 
repayme nt of loans and internal sources . Outstanding gov­
ernment loans Lo JDB as of 3 /31/76 amounted to $9.3 billion. 
Other sources have consisted of foreign currency borrowingR 
from the World Bank, all guaranteed by the Japanese Gov -
e rnmcnt. Also, lhere have b t~c n 6 dollar issues (including 5 
registere d issues publicly offered in U.S.). l Swiss franc 
J s sue and l Deutsche Mark j ssue of c:xtc rnal loan bonds 
anti notes . JDD is authoriz ed to b o n·ow an am0\1nl equal to 
l Ox il.s capital and statutory reserve . 

JDB is m::inagcd by a Governor, a Deputy Governor and 8 
Executive Dire c tors. JOB also hao L~ a1.1diLot·s and 6 
Courwellors. The Gove;rnor, the Deputy and the Auditors 
arc appointed by the Prime Minislcr fot terms of 4 yea rs . 
The E:xccutive Directors and Counsellors a re appoi nted by 
the Governor for term s of4 years and 2 years , respectively. 
The Governor is the CEO. The Executive Di t·cc tors exe rci se 
vario11c:; management fun ctio 11 s in accordance wilh dele gations 
fi-om thn Governor· . Final authority l.o make decisi ons for 
JDD in a ll rnattet·s residns exclusively with the Governor. 



Management of Funds: 

Portfolio: 

Capital Structure: 

income: 

J.D.B makes its loans at fixed rates no greater than races 
charged by private financial lenders and in most cases at 
lower rates . Maximum rate has been 9.2% since 11-75. 
JDB has limited foreign currency loans to amount of 
borrowings from the World Bank and charges the same 
interest rate plus 0.3% . JDB charges 0 . 2% to 0.3% per 
annum on outstanding amounts of foreign credits guaranteed 
by it . JDB makes most of its loans with original maturity 
of 10 - 15 years . Most of JDB ' s lending operations involve 
the ·financing of projects in co ope ration with private financial 
institutions, with JDB taking the intermediate and longer 
term maturities and private banks taking the shor ter · 
maturities. 

F r om inception to late 1960's, JDB's lending activities 
we re directed primarily to electrical power, ocean ship­
ping, coal mining, and the iron and s tee 1 industry . In the 
late 1960 1 s and 1970' s, JDB began to become more involved 
in urban development and pollution control . As of 3 /31 /76, 
portfolio was as follows: urban development 16. 9%; 
regional development 12 .5%; pollution cont r ol 14 .2%; 
quC:A.lity of lil'e improvement projects 2. 8%; resources and 
energy 15. 7%; ocean shipping 21.6%; technological develop ­
ment 7 .6%; other 8.2.o/o; fore ign currency loans 0.5%. 

3/3 1/76 
Long-term borrowing 

from government 
Guaranteed long-term 

borrowing from 
World Bank 

Guaranteed external 
loan bonds and 
notes 

Capital and statutory 
reserve 

Total capital 

($ Millions) 

$ 9,299 

55 

228 

1 . 437 
$11,019 

% 

84.4% 

0.5 

2.1 

D.O 
100 .Oo/o 

For fis ca l year ending 3/31/76 JDB earned $105.6 
million. Of ncl earnings, $78.9 million were put into 
the statutory reserve, and $26. 7 million was paid to the 
Japanese National T rea~mry . 



PROSPECTUS 

$100,000,000 
The Japan Develop1nent Bank 

8%% Guaranteed Notes Due July 15, 1981 

Interest is payable on January 15 and July 15. 

U11co11ditio11ally Guaranteed as to Payment of Principal and Interest by 

Japan 
The Notes are not redeemable prior to maturity. 

Application has been made to list the Notes on the New York Stock Exchange. 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY TIIE SECURITIES 
AND EXCHANGE COMMISSION NOR HAS THE COM.M:ISSION PASSED UPON 

Per Note 

Total 

THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY REPRE­
SENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

Price to 
U11duv:ritin9 
Diuount1 and ProcuJ1 to 

Public(1) Commissionr(2) tlu Bani( I) (3) 

99.80% 0.90% 98.90% 

$99,800, 000 $900,000 $98,900,000 

(1) Plus accrued interest, if any, from J 11ly 15, 1976. 
(2) The Japan Development Bank and Japan have agreed severally to indemnify the several Underwriters against 

certain civil liabilities, includin!l liabilities 11nder the Securities 11 ct of 1933. 
(3) Before derl11clio11 of expwses payable by The Japan Devc/opmml Bank estimated at $275,000, including 

$75,000 payable to the U11tlerwriters in lieu of reimb11rserne11/ of anJ' of their e).·penses. 

The Notes are offered by the several Underwriters wlim, as and if iuued by The Japan Development Banlr 
and accepted by the U11derwrilers and subject lo their right to reject orders iri tul1ol'. or in part. It is expected tl1at 
the N olts will ht ready for dtliverJ' 011 or about lilly 15, 1976. 

The First Boston Corporation 

Dillon, Read & Co. Inc. 

Smith Barney, f-Iarris Upham & Co. 
Incorporated 

The Nikko Securities Co. 
Iutem11tion:il, Inc. 

Tlte dale of this Prospectu1 is July 8, 1976. 



No pPrson lla.3 been authorized to gfoe any in formation or to make any representation 
not contained in this Pr0Jpec11u ancl, if given or made, such information or repre.sentation 
must not be relied upon as llaving been authori=ed, This Prospectus cloes not constitu te ari 
offer of any securities other than the registere,z securities to 1oltich it relates, or an offer to any 
person in any jurisdiction rohere srtch offer 1vould be unlawful. 
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In the Prospectw, all amouni& are expreued in' Japanese Yen ("¥'' or "yen"), except as 
oihenvise specified, and fn certain cases are also expressecl for convenience in United States 
Dollar.s ("S" or "dollan" ). Unless otlienoiJe indicated, all dollar amount& e:rpre11ed herein 
have been trarulated from ,·en at tlie rate of ¥308 to the dollar. Thu is the central rale of tire 
yen as communicated by Japan to the International Monetary Fund (the "IMF") on December 
19, 1971. Central rales are rates communicated to the IMF pur.sua11t to a Decision of the 
Executive Board oj the IMF dated December 18, 1971 (10/iich 1oas issued immediately folloioing 
ll1e realignment of exchange rates pro·vided for by the so·calletl Smithsonian Agreement o J the 
Group of 'l~en) by member countries tchich have temporarily ceased to maintain rates based on 
par values in accordance 1vith the lMI'.' Articles of Agreement but whicli continue to maintain 
atable rate.s a.s the ba.ses Jor excha11ge transactions in their territories. On February 14, 1973, 
Japan ceasecl to maintain a stable rate and the yen 1oas floated. Since tire floating of tl1e yen, 
the exchange rate of the yen lo the dollar hos at all times been less t11an ¥308 to die dollar. 
Since January 1, 1976, the daily closing selling rate as reported by T11e Bank of Tokyo, Ltd. in 
Neto York City luu ranged from a low of ¥295.90 Lo a l1igh of ¥305. ~,'0 to the dollar. On July 7, 
1976, auch reported closing selling rate ivas ¥ 296.34 to the dollar. The central rule of 
+'308 to the dollar has been used in tlae Prospectu1 (except as other1vise indicated) because 
The Japan Development Dank continues lo use this rate for translntion of yen amo1mls into 
dollara in its Annual and Semi0 .4nnual Reports, as does the Japanese Government in o munlJer 
of ita official publications. 

T11e Japa~e fi1cal year ("/FY") commences annually on April 1, and each fiscal year 
u identified by die calendar year in 1vhich it begins. Tluu the most recent complete fiscal 
year, which ended on March 31, 1976, ia referrctl lo as JFY 1975. Certain data, auch aa 
those appearing under "Foreign Trade and Balance of Paymenl!J" in. the portion of Lite 
Prospectus relating lo Japan 10/iich ore clesig11ecl to comply with international reporting require· 
menta, are maintained on a ct1lenclar year basis. All annual periotls not specifically labelle,z 
"}FY" are calendar yeara. 

PROSPECTUS SUl\'I1'1AJlY 
TIIE JAPAN DEVELOPMENT DANK 

The Japan Developr:lent Bank (the ''Bank") was established in 1951 as a Japanr.se Government 
financial institution pursuant to The Japan De\•elopment Bank Law (the ''JDB Law"). The Bank's pur­
pose is to supply long-term funds for the promotion of induslrial development and economic and social 
progress. 

The Bank's capital is wholly owned by the Government of Japan, and the Bank is subject to Govern­
ment control and supervision in conducting its operations. The ·Minister of Finance has supervisory 
powers over the Bank ano determines, with the approval of the Diet, the amount 0£ Government funds to 
be loaned to the Bank for its lending. The Economic Planning Agency prepares for adoption by the 
Cabinet a Basic Policy for the Bank each year to outline the principal project areas for the Bank's 
activities, and the Bank's annual budget of revenues nnd expenditures is subject to approval by the Diet. 
In addition, lhe Governor, Deputy Governor and Auditors of the Bank are appointed by the Prime 
Minister. . 

The Bank's equity capital is $760 million. Tu addition, under the JDB Law, the Bank' 
must set aside as a reserve out o( the net earnings of each fi scal year the greater of (i) 20% 
of the Dnnk's uet earn ings or (ii) 0.7o/o of the nank's aggregate loans outsta11ding :1t the close of the 
fiscal year (but not in l..xcess of net carning:s) . Consequently, the total capital all({ statutory rcser\'C 
of the Bank has grown lo $1.4 billion. Ily law, the Dank may borrow up lo ten ti mes the amount of 
its capital and statutory reserve. At :March 31, 1976, the Bank's total borrowings, principally from the 
Government, amounted to $9.5 billion, compared lo the Bank's borrowing authority at that elute of $14..l 
bil 1011. At 1-.farch 31, 1976, the Uank's reserve for loan losses lotnlcd $261.0 111illio111 while the amOllnt 
of ·oans written off during the five years ended !vCarch 31 , 1976 totaled $1.3 million. For the ti sc:d 
year ended Mnrch 31, 1976, the Bank recorded net earnings of $105.7 million. The Bank has operated 
at a profit and has made payments to the Jap~1nese National Treasury out of its net earnings in C\'cry 
year since its establishment. 
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Under the JDB Law, the Dank must fix its interest rates and guarantee fees on a basis such that 
the Bank's revenues will cqver all \Jl its expenditures and losses. The Bank makes. its own decisions 
on loans and lolln terms and satisfies itself that there are reasonable assurances of repaymenl. As a 
matter of policy, the Bank makes its loans at rates no higher than the rates charged by private financial 
institutions and in most cases at lower rates. Most of the Bank's loans are made in cooperation with 
private financial institutions. 

In its early years, the Bank's lending activities were directed primarily toward basic industries such 
as electric power, ocean shipping, coal mining and the iron and steel industry. In the late 1960's amt 
early 19iO's, reflecting Japan's achievement of a high level of industrial development, the Bank began 
to direct its lending activities toward projects such as urban and regional development and pollution 
prevention. In addition, the J?ank has gu:lrnnteed foreign currency indebtedness incurred by Japanese cor­
porations in connection with the procurement of plant and equipment, principally from foreign sources. 

JAPAN 

Japan is a mountainous island country in the western Pacific, with a population of 112 million. Japan 
has a parliamentary form of government based upon a constitution which became effective May 3, 1947. 
The ruling Liberal Democratic Party has remained in power since 1955 and presently holds 56% of the 
seats in the House of Representatives and a narrow majority in the House of Councillors. 

Gross national product at constant prices increased at compound annual growth rates of 8.1 % :111d 
4.7% for the ten an<l five year periods, respectively, ending JFY 1975. These rates of growth surpassed 
those of any other developed country an<l were due in part to the high level of s1vings and investment in 
both the private and public sectors. The percentage of gross domestic investment to gross national product 
averaged 37$'o during lhe ten year period. Gross national product at current prices for JFY 1975 was 
$484.1 billion, ranking third after the United Slates and the Soviet U11ion. 

J apan has achieved its economic success in spite of limited domestic supplies of most of the natural 
resources required for an industrialized economy. As a leading trading nation, Japan has l.Jce11 able lo 
secure and develop foreign markets for its manufactured prot.lucts and earn enough foreign exchange to 
purchase industrial raw materials. During 1975, exports and imports totaled $5tk7 hillio11 and $49.7 
billion, respectively, each accounting for approximately 12% and 11 ro of gross national product, respec­
tively. Japan's $5.0 billion surplus in its l.Jala11cc o( trade for 1975 was due in part lo a decreased volume 
of imports. Although the basic balanrc of paymenls, which had been in surplus prior to 1973, recorded 
a record deficit of $9.9 billion in 1973, thi s deficit was reduced to $1.0 billion hy 19i5. As o( J u11e JO, 
1976, Japan's official foreign cxch:\llgc reserves totalccl $15.4 hi Ilion. 

In the latter part of 1973, J<ipan's economy was adversely affected by unexpected price increases for 
n numher of raw materials, particularly crude oil, over 99% of which is imported. As a result, during 
the first half of 1974, Japan's balance of trade recorded a deficit, and the domestic rate of inAation incrc.1secl 
substantially. The Government responded with a series oC measures which were successful in curtailing 
domestic demand, but which resulted in n 0.2% decrease in gross national product at const:int prices 
during J FY 1974. Tn response to the casing of inOalion in 1975 n11d nn accompanying decline in economic 
activity, the Government adopted a series o( httcll;:etary, monetary and other measures designed to initiate 
a moderntc economic recovery. There is evidence of such a recovery, a11cl in JftY 1975 ~ross natiorul 
product at constant prices registered n 3.1% i11crcnsc over JFY 1974. 

APl'LICATlON OF PROCEEDS 

The net proceeds from the sale of the Ilank's SY.% G11ara11tccd Notes Dnc July 15, 19S I (the 
"Notes") will be converted into yen nncl will be used hy the Tiank to m:il<c l o:in~ :11 Japan. Sec di scussion 
of the Dank's lending operations under " D11si11ess-Lo;111 Operations" in ti· .; portion of the l'rospt'\:lus 
relating to The Japnn Development Dank. 



Issuer: 
Guarantor: 

· THE ISSUE Il': RRIEF 
THE OFFERING 

The Japan Development Bank 
Japan 

Securities: 
Redemption : 

~100,000,000 8%% Guaranteed Notes Due July 15, 1981 
Non-redeemable prior to maturity 

Proposed Listing: 
Application of Proceeds: 

New York Stock Exchange 
Conversion into yen to make loans in J ~pan 

THE JAPAN DEVELOPMENT BANK 
(dollar amounts in thousands) 

Fiscal Y cars ended March 31, 
1975 1976 

Operating Earnings . ... ....... . ..... . .. .. ..... .. .. . $619,718 $729,604 
Interest Expense .. .. .... . ..... . ....... . . .. . .. ...• . . 
Net Earnings ........ . .... . . . .... . .......•.•. . ... .• 

482,315 578,565 
91,987 105,653 

Earnings Added to Statutory Reserve . .... .••• . . . ...•. 68,419 78,907 
March 31, 1976 

$11,272,490 Loans Outstanding (including unclisbursed balance) ..... 

Borrowings (including the Notes offered hc.~ eby) .. •..... 
Capital and Statutory Reserve ......•• . . . •• . . .. ....... 

$ 9,581,623 87.0o/o 
1,437,056 13.0 

Total Capitalization ...... .. . .....•.. •.. . . • . ....••... $11,018,679 100.0% 

JAPAN 
(dollar amounts in millions) 

Tlte Economy 

Gross National P roduct (current prices) ...... . 
% change (current prices) from prior year 
% change (constant prices) from prior year 

Whofcsale Price 1 ndc.x (calendar 1970= 100) . . . 
Consumer Price Index (calendar 1970= 100) 

Dnluuce of Pnymt:nls 

Exports (£.o.h.) ............. .. ... . ....... . . . 
I1nports (f.o.b.) .. ....... . ..... . . .. . ... ... .. . 
'f radc. Balance ... ........ ......... . ...... .. . 
Current Balance ....... . ....•. .. .•.....•.. . .. 
Basic Balance ... . . . . ... . . . .... , . ....... . . . . . 
Foreign Exchange Reserves (end of period) 

JFY 
1973 

$375,339 
22.0% 
6.4 o/o 

125.4 
131.0 

1973 

$ 36,2M 
(32,~76) 

3,688 
( 136~ 

(9,886 
12,246 

]FY 
1974 

$442,660 
17.97o 
~0.2) o/o 

1 4.8 
159.6 

1974 

$ 54,480 
(53,044) 

1,436 
~4,693~ 
8,574 

13,519 

Govcrumcnt Finnnce Public Dcht 

Gene.rill Account 

Jl'Y 
1975 

Budget 

JFY 
1976 

Uudget 

Totill Revenues . . . . . . $67,653 $78,883 
(Revenues deri ved 

from Public Bonds) (17,792) (23,620)• 
Toti\! Expenditures . . . . 67,653 78,883 

Dirccl nnd G11ilranlccd Fumlc<l 
Dcbl 

Internal ....... . .......... . 
External . . ...... . ...•..... 
Total . ..... ... ....... . ... . 

JFY 
1975 

$484,066 (tirotlllooal) 
9.4% 
3.1 % 

158.1 
176.2 

1975 

$ 54,734 
(49,706) 

5,028 
~682~ 954 

12,815 

Ma.rch31, 
1976 

$60,411 
2,127 

$62,SJSH 

* l 11cl11dcs bonds the issua11cc of which is subject lo Diet approval. Sec "Government Finn11cc-
Revc1111cs, Expcnclilurcs and Budgets". . 

**Does not include obligations described t1n<ler "Japan Public Debt- Misccllaneou!l Obli­
!j:llions". 
The above s11mmary is qualified in 1'ts entirety by tire de/ailed i11for111atiot1 mid Jit11111cial s/at1m:ents 

a/Jpearing elsewhere ill the Prospect11s. 
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THE JAPAN DEVELOPMENT BANK 

CAPITALIZATION 

The capitalization of the Bank a!:i of March 31, 1976, as adj~sted to give effect to the sale oi the 
principal amount of the Notes offered hereby, is as follows : 

Long-term borrowings from the Gov·!rnment: 
Trust Fund Bureau 6.2%-8.7% loans due 1976 to 1991 . ...•..... 
Industrial Investment Special Account 6.5%-7.5% loans due 19i9 

to 1983 . ... . ..... . ... · .. . ...... . . .... ... . ... .. ...... .... . 
Total borro~vings from the Government . .. . . • . . .. . . 

Guaranteed long-term borrowings from the International Bank for 
Reconstruction and Development ("World Bank") (1) : 
5~%-5~% U.S. dollar obligations due 1983 ($30,887) ... . . ... . 
5t8%-5~% other foreign currency obligations due 1981 to 1983 .. 

Total borrowings from the World Bank .. . . .... ..• 

Guaranteed external loan bonds and notes ( 1) : 
Dollar obligations 

6% Guaranteed External Loan Bonds Due 1976 ($2,397) 
6% Guaranteed External Loan Bonds Due 1977 ($4,050) 
6% Guaranteed External Loan Bonds Due 1978 ($6,054) 
5~ % Guaranteed External Loan Bonds Due 1979 ($8,380) . . 
8~% Guaranteed Notes Due March 15,1980 ($50,000) ..... . 
6Y,% Guaranteed External Loan Bonds Due 1980 ($9,870) . . 
8}:1o/o Guaranteed Notes Due 1981 offered hereby ($100,000) 

Swiss franc obligation 

<>X % ::Juaranteed External Loan Bonds Due 1985 . . . ...... . 
Deutsche 1.iark obligation 

7y.J ~o Guaranteed External Loi\n Bonds Due 1983 . . . ..... . . 
Total external loan bonds and notes .. .. ..... . ... . 

Total long-tcnn borrowings(2) . . .. . .••.. ...• 

Capital and statutory reserve : 
Capital . . . . . . . . . . . . .... ... . . . . .... .... . . . .. , .. , .. , .... .. . . 
Statutory reserve ... ... ... ........ ........ .. . ..••.. . .. . . . ... 

Total capital and statutory reserve . ... ... .... . 
TotnJ capitalization . ... .. . ...... .. . 

(in millions (in thousands 
ofyt:n) of dollars) 

¥ 2,848,851 $ 9,249,516 

15,152 49,195 
2,864,003 9,298.711 

9,417 30,575 
7,588 24,636 

17,005 55,211 

730 2,371 
1,235 4,009 
1,846 5,~3 
2,555 8,296 

14,260 46,298 
3,009 9,771 

30,800 .W0,000 

3,977 12,912 

11,720 38,051 
70,132 227,iOl 

2,951,140 9,581,623 

233,971 759,646 
208,642 677,410 
442,613 1,437,056 

¥3,393,753 $1 J ,018,679 

( 1) The nctual doll:tr amounts or obligations arc set forth in parentheses (in thousands of dollars) 
for dolli\r borrowings. 

(2) The amounts shown under long-term borrowings include current milturities and sinking fund 
pn)'mcnts. The Bank had contingent linbilitics in the aggregate amount of ¥362,80 I million ($1,177,92'! 
tlro11so11d) under outstanding guarantees or forei~ currency indebtedness, principally in dollars, incurred 
by Japanese companies and with respect to s11eci:1l payments to the Government. 

Total borrowinf-!s from the Covcrn111e11t, t r:inslatccl into dollars using the exchange rate in efTcct in 
New York Ci tron ~larch 31, 1976, were $9,561,337 llio11sand. Total guaranteed borrowings from the 
\Vorl<l lfank and guaranteed external loan bonds and 11otcs, translated into <lolbr:s and retranslated into 
yen at rates in effect in New York Cily on l\farch 31, 1976 were $299,J.16 1/1011.rnnd and ¥S9,666 million, 
respectively. 

For more detailecl information sec Notes 4 and 8 of ''Noles to Financial Statements". 
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· . STATEMENT OF EARNINGS 

In preparing the following statement of earnings for purposes of this Prospec~:! s certain changes i:1 
classification and form of presentation have been made from the statements of earnings appearing in the 
annual reports of the Bank. See "Report of Board of Audit" elsewhere herein. This statement should 
be read in conjunction with the other financial statements and "Notes to Financial Statements" included 
in this Prospectus. FbcaJ Yean ended March 31, 

1972 1973 1014 ins 1976 

Operating Earnings(A): 

Interest on loans in Japanese currency ........ ¥128,866 
Interest on loans in foreign currenciC$ ..•.. . . . . 2,608 
Commission on guarantees of credit .•.....••.. 389 
Income on Government securities •...••...• ••. 140 

Total Operating Earnings ... . •.••......•. 132,003 
Interest Expense(B): 

On borrowings from the Government .•. . •••. • 91,146 
On borrowings from the World Bank ...• •••. 2,JSS 
On external loan bonds and notes ••.•.• .. •. • . 1,614 

Total Interest Expense ...••.. . ..•..••.• . . 95,115 
Earni:igs before Administrative and Other Expenses - --

36,888 
Administrative and Other Expenses: 

Salaries and . J:ited expenses •.. , ... . ••.. .. . .• 2,687 
Other ndministrative expenses ••. . ..•• . ...•... 1,369 
De11rcciation •.•... . ..••.. . ...••. , .• .. ...•.. . • 224 
Other (income) and cxpenses- nct(C) ... .... (3,890) 

Total Administrative and Other Expenses .. 390 
Earnings before Provision for Possible Loan Losses 36,49R 
Provision for Possible Loan Losscs(D) ......... . . 5,01· 
Net Earnings(E) ..... ... .... .... ........ . ....... ¥ 31,484 

For addition to Statutory Reserve •.••• , , •. ¥ 14,483 
For payment to National Treilsury •.. . . , .• 17,001 

¥ 31,484 

(lo millions or yen) 

¥ 14j,049 ¥163,641 ¥188,443 
1,846 1,521 1,390 

422 436 458 
247 1,173 582 

145,564 166.771 190,873 

106,686 124,733 146,023 
1,755 1,447 1,323 
1,253 1,117 1,207 

109,694 127,297 148,553 
35,870 39,474 42,320 

J,005 3,731 5,076 
1,507 1,693 2,090 

220 244 238 
(85) (308) (275) 

4,&17 5,360 7,129 
31,223 34,114 35,191 

5,644 7,320 6,859 
¥ 25,579 ¥ 26,794 ¥ 28,332 

¥ 16,270 ¥ 18,466 ¥ 21,073 
9,309 8,328 7,259 

¥ 25,579 ¥ 26,794 ¥ 28,332 

¥222,423 
1,136 

512 
647 

224,718 

174,79J 
1,081 
2,324 

178,198 

46,520 

5,826 
2,344 

225 
(215) 

8,180 

38,340 
5,799 

¥ 32,541 

¥ 24,303 
8,238 

¥ 32,541 

(In U1ousands 
or dollars) 

$722,1.53 
3,688 
1,662 
2,101 

729,604 

567,509 
3,511 
7,545 

578,565 

151,039 

18/)16 

7,610 
730 

(611S) ---
26,558 

124,481 
18,828 

$105,653 
---
$ 78,907 

26,746 ---
$105,653 

(A) Effective April 1, 1967, the Bank adopted the policy of recording interest on loans on an accrual 
basis; formerly interest was recognized on a cash basis. In accordance with the Cabinet Order and regu­
lations thereunder applicable to the Dank, the effect of the change was recognized incrementally over the 
live years ending March 31, 1972. HacJlthe accrual basis been adopted completely on April I, 1967, net 
earnings for the fi scal year ended March 31, 1972 would have been ¥28,435 million. 

(D) Interest expense is charged on an accrual basis. 

(C) As of March 31, 1972, the Dank adjusted its foreign currency obligations (primarily in dollars) 
to a rate of ¥304.9 to the dollar, causing a credit to "Other (income) and expenses-net" of ¥3,493 
million in the fi sr.al year en~cd ?\farch 31, 1972. See Nole 4 of "Note-; to Financial Statements". 

(D) Sec Note S of "Notes to Financial St:ttements". 

(E) The Bank is required lo pay to the Japanese National Treasury all net earnings in excess of the 
ar.1ount required to be adcled to the Statutory Rescn·e, as described in Note 7 of "Notes to Financial 
Statements". The Bank is exempt from taxes including income taxes, except that it is suuject to ce;tain 
local assessments. 
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The increases .in "Total Operating Earnings" over the periods presented are attributable to the 
combined effects of increases in lending rates and in the overall size of the Bank's loan portfolio. Total 
interest expense has inc~eased due to higher interest rates and increases in the amount of borrowed funds. 
Notwith3tanding the favorable effect on net earnings of the incremental adoption of the accrual basis 
for recognition of interest on loans for the year ended March 31, 1972 (as explained in Note A lO 

the "Statement of Earnings") and the l!Xtraordinary adjustment in 1972 of foreign currency obligations 
(as e.."p!ained in Note C to the '1Statement of Earnings"), "Net Earnings" as a percent 0£ "Total Operating 
Earnings" has declined compared to the prior year in each year presented because interest expense has 
increased at a greater rate than operating earnings. 

The annual interest requirement on the Notes offered hereby is $8,250,000. 

BUSINESS 
Put-" r :1e and Authority 

The Japan Development Bank was established on April 20, 1951, pursuant to The Japan Develop­
ment Bank Law, "to supplement and encourage the credit operation of ordinary financial institutions 
by supplying long-term funds in order to promote economic reconstruction and industrial develop­
ment". In June 1972, reflecting a fundamental change in Government policy which had been 
evolving over a period of years, the Bank's pu rpose in supplying long-term funds .was changed from 
the promotion of "economic reconstruction and industrial development" to "industrial development and 
economic and social progress". 1l1is change in the Bank's purpose reflects the fact tllat Japan, having 
achieved a high degree of industrial development, is in the process of changing its national prioritiL:i. 

As amended from time to time, the JDB Law and the Bank's Articles of Incorporation (the "Arti­
cles") authorize the Bank to carry on certain specific types of financial operations. The Bank's prin· 
cipal authority is to make loans tn provide funds ("Development Funds") (i) for the acquisition and 
construction of new plant and equipm1..:it (including ain.:raft, ships and rolling stock) or the improve­
ment 0£ existing plant and equioment, w ·ere such acquisition or improveme, t will contribute to indus­
trial development and economic and social )rogress; (ii) for the reclamation of land for similar purposes; 
and (iii) for the :1cquisition of Jami and cot . .>truction of lmildings aml equipment for urban redevelopment 
projects not primarily designed for housing purposes. Most of Lhc JJank's activities have been carried out 
pursuant to this authority. A related authority (which the Bank hfls not as yet exercised) permits the 
Dank to provide De\·elopment Fuuds by subscription to corporate debentures issued for the acqui­
si tion of Developmcm Funds for the above purposes. The Bank has authority (which il h:1 .• not cxer· 
ciscd since 1963) to make loans to indust ry for the repayment of Development Fund loans previously 
0L1ained from pri,·atc financial i11stitulio11s. The Bank is also authorized to guarantee the repayment 
of Development Fund loans or credits. Since 1972, the Dank has had authority (which it has not as 
yet exercised) to make equity investments in large-scale i11c1ustrial complexes in underdeveloped regions 
in Japan. • 

The JDn Law amt lhc Articles s11eci£y that :ill lo'\ns :incl g11:1rantces extcmlrd by the Dank and all 
debentures subscribed to by the Dank shall have an orig1 .,al maturity of not less than one year and that the 
Bank sh:ill not compete with private finnncial instiLUtion: in conducting its business. 

Since 195 1, the JDD r ~'\W h:1s Leen :1111e11c1ed on :1everal occasm11s, ce11crally in order to strengthen 
:me! broaden the scope of the Bank's operntions i11 response to changine social and economic conditions. In 
June 1972, the Hank's borrowing :111thority was increased from six limes to ten times its capital and 
statutory reserve. The JJank's total inve~tmcnt, loan amt gt1ara11tec authority is limited to the sum or 
its borrowing authority and capital anti statutory reserve. 

Govern ment Control mHl Su pt>rvit1ion 

The Bank's capital is wholly owned by the Government, and the Dank is subject in a number of 
rcsµccl's to control and f. 1pervision by tl1c Govcrnn1cnt. As indicated under "Sources of Funds", the 
most important source of the Ba1ilc's funtls is Govern111c11t loans. Accordingly, the Government's de:er­
mination in each fi scal year ns to the a11101111t tu be loancJ to the Ilnnk is the major fnctor in dctcrmi:iing 
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the aggregate amount of Japanese currency which the Bank will be able to lend. Fo~· each fiscal year, 
the Minister of Finance draws up a "Fiscal Investment qnd Loan Program" by which the Government 
determines the allocation of Government funds to be made on a long-term basis (five years or more) 
among certain Government agencies, including the Bank, which are engaged in development financing 
and public works and services. Such allocaticm is then included in the Government Special Accounts 
Budget for the fiscal year. See "Government Finance" in the portion of the Prospectus relating to 
Japan. Jn addition, the budget of revenues and expenditures of the Bank is included in the Government 
Agencies Budget I"r each fiscal year. Each year these budgets are subject to approval by the Diet. 

Prior to JFY 1972, the Economic Planning Agency prepared, and the Cabinet adopted, each year a 
Basic Policy outlining objectives to be pursued by Government agencies. Starting in JFY 1972, an 
annual Basic Policy has been prepared and adC1pled specifically for the Bank. This Basic Policy is 
project-oriented and f'"lr JFY 1976 describes in broad terms the following principal project areas for the 
Bank's activities: ( i) urban development and modernization of the merchandise distribution system; (ii) 
regional dl!velopment; (iii) improvement of the quality of life, primarily through poll;1tion prevention and 
safety measures; (iv) development of stable supplies and efficient utilization of ,•nergy and resources; ( v) 
development of the ocean shipping industry; and (vi) devclopir.ent of technology and promotion of 
knowhdge-intensive industries such as computers and electronics. 

The Minister .:if Finance is given supervisory powers with regard to the Bank and may require 
the Bank ·o make reports as to its o;.>erations or may examine the J3ank's books and records at any time. 
On the ba!iis or any such reports or examination, the ~Iinister i:1ay issue to the Bank such orders con­
cerning its bu~iness as he deems necessary for the enforcement of the JOB Law. To the extent that the 
Bank engages in fo reign currency lending and foreign credit guarantee operati:>ns, c;'.lch operations arc 
subjc.-ct to approval by the Minister of Finance under laws and regulations relating to foreign exchange 
controls. 

As indicated under "Management", the Go\'ernor, Dl iuty Governor and Auditors of the Bank arc 
appointed Ly the Prime Minister. The Board of Audit, an independent I.Jody created by the Constitution 
of japan, also has certain supervisory functions. Sec "Doard of Audit". 

Loun Opcrolions 
In its early years, the Ba11k's lending activities were directed primarily to the assistance of the 

electric power, ocean shipping, coal mining and iron nnd steel indl.jtrics. In the late 1960's and early 
1970's, reflecting Japan's achievement of a high level of industrial development, the Dank bcg;m to direct 
its lending activities toward projects more charnctcristic of a liighly dc\'elopcd economy, such as urban 
development nnd pollution control. This evolution in the nature of the Bank's lending activities was 
formalized in 1972 in amendments. to the J IJB Law described under "Purpose and Authority". 

The following table sets forth, as of the ends or the periods indicated, the total amount or loans 
outstnnding for various categories of industries clnssificd in accordance· with the Bank's historical system 
of classification by industry: 

LOANS 0lJTSTA NDINC DV lNOUSTHV 

Fisc:il Years ended ~farch 31 
1967 1972 1973 1974 1975 1976 

(in billion,Ofycn) (in millions 
of dollan) 

(:u 9'o of 
tot:il) 

E lectric Power . ..•..••. ¥ 385 ¥ 407 ;v. 430 ¥ 461 ¥ 508 ¥- 581 $ 1,886 16.7% 
Tr.u1sportntion ......... 39·• 872 976 1,070 1,120 1, 154 3,718 33.3 
l\lining ......... ...... . 91 90 85 83 80 81 262 2.3 
Metal .. ... ........... 54 89 101 127 161 215 "'08 6.2 
01cmical ...... ....... .. 67 120 124 128 180 23() 7.JJ 6.6 
Machinery .... . ..... .. 44 84 86 102 119 • .>0 124 3.8 
/\,.:!culture, Forestry and 

3 11 15 18 17 18 58 0.5 •1shcry ............. 
' f cxtile ...... . . ..•..•. 14 JS 39 46 50 52 168 1.5 
Other ........ ..... ... 104 361 468 603 776 1,011 3,280 29.1 

Tot~l ... ...... ¥1.156 ¥ 2,06Y ¥2,32·~ '¥2,638 ¥3,0 11 ¥3,472 $11,272 lCX>.0% ---
SI 



Th<' increase in the amounts classifi"!d as "Other" in the preceding table reflects the evolution oi the 
Bank's lending activities from industry orientation to project orientation. The following table s• 1 

furth, for the periods indicated, the total amount of loans outstanding for various categories of proje~i.s 
classified in accordance with the Bank's current system of classification: 

LOANS OUTSTANDING DY PROJECT 

Fiscal Years ended March 31, 
1972 1973 1974 1975 1976 

(in billions of yen) (in millions 
of dollars) 

(as ro 
of total) 

LOANS IN YEN 
Urban Development 

Redevelopment of large 
¥ 167 ¥ 222 ¥ 301 ¥ 383 ¥ 483 $ 1,568 city areas •..•• . ••••. 13_9% 

Modernization of mer-
chanclise distribution . . 52 61 72 86 105 340 3.u 

Sub-total . . ....... 219 283 373 469 588 1,908 16.9 
Regional Development . ... . 235 272 312 369 435 1,412 12.5 
Improvement of the Quality 

of Life 
Pollution pre,·ention ... 32 73 145 300 492 1,597 14.2 
Safety measures ... ... . s 14 47 0.4 
City gas ......... . ... 4 16 29 38 54 176 1.6 
Food supply .......... 12 20 27 30 29 94 0.8 

Sub-total .• . ...... 48 109 201 373 589 1,914 17.0 
Resources and Energy 

356 389 398 Electric power ..... . . . 349 371 1.291 11.5 
Petroleum •.....• . . . . . 69 82 103 119 131 426 3.8 
Efficient utilization of re-

sources and energy .. 0 0 0 4 16 51 0.4 
Sub-total ... . ••... 418 438 474 512 545 1,768 15.7 

Ocean Shipping .•....•. . . 670 743 771 772 750 2,434 21.6 
Developm~nt of Technology 174 184 203 223 265 861 7.6 
Other .................... 270 266 280 273 283 920 8.2 

1'otal .. . ....... 2,034 2,295 2,614 2)91 3,455 11,217 99.5 
LOANS IN FOREIGN CunnENCIES 35 29 24 20 17 55 0.5 

Total Loans 
Outstanding ¥2,069 ¥2,324 ¥2,638 ¥3,011 ¥3,472 $11,272 100.0% ---

' During the fiscal ye."\r ended ~Tarch 31, 1976, total loans extended by the Bank increased 21o/o O\•er 
the prior yenr. The following table sets forth the new loans by the Bank's current system of classification 
for the periods indicated: 

Ni::w LOANS nv PROJECT 

Fisc.il Y~n end~ March 31, 
1973 1974 1975 1976 

(In billions of yen) (in millions ~as 9'o 
of doll:irs) o tol:il) 

U rb:i11 Development ......... .. ¥ 73.8 ¥100.9 ¥109.3 ·¥139.0 $ 451.2 18.1% 
Rcgion:il Development ....••.... 74.l 81.0 99.9 112.t 363.9 14.6 
Impro\'ement o[ the Quality of Life 64.6 97.8 182.7 235.5 764.7 30.7 
Resources nnd Energy .... .. .... 45.3 6'1.8 64.8 69.5 225.5 9.1 
Ocean Shipping .. . . . .. . .. . ... 135.6 96.7 78.G 75.6 2'15.3 9.9 
Development of Technology ..... 40.3 57.l 62.9 37.S 28./.2 11.4 
Other ' ........ ' .............. 26.8 45.6 33.S 47.0 152.8 6.2 

Total ................ ·¥<t60.S 7¥sff9 ~631.7 ¥766.2 $2,487.6 !CX).Ofo 
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The loans for urban development consisted of loans to projects for the improvement of private 
railroads in large cities, urban development in large city areas and modernization of the merchandise 
distribution system. Improvement of private railroads was directed toward improvement of safety features 
as well as increa:;in6 capacity. Urban development (which was carried out by the financing of private 
developers ) inroh·ed urban renewal in business districts, certain land development projects, provision 
of central air co:1ditioning facilities for particular areas and co•· ~truction of parking facilities, airport 
facilities and com.":'lon tunnels for the: distribution o( electricity, ~ !S and other utility services. Moderniza­
tion of distr~bution systems was effected by financing the construction of merchandise distribution centers, 
warehousec;, harbor-related facilities and other distribution facilities. 

Projects included under the regional development category involved improvement of services and 
facilities in provincial city areas and the relor.ation of industries. In this la~:er area, the Bank endeavored 
to encourage the relocation of industries to underdeveloped areas, as well as to encourage the establish­
ment of industries to take advantage of particular local resources. Otha projects included in regional 
development were parking facilities, hotels, di~tribution centers, truck terminals, warehouses, silos, 
harbor facilities and ferry boats. 

Nearly 87% of the loan amount under the r'ltegory improvement of the quality of life was allocated 
to various pollution control and preve11tion projects required by law or necessary to conform to environ­
mental standards. The balance of this project category consisted of loans for safety facilities for public 
buildings and factories, liquefied natural gas (LNG) processing and storage facilities, urban gas 
distribution and projects relating to food supply. 

Resources and energy projects were related primarily to nuclear power facilities, petroleum 
industry facilities and facilities for the efficient utilization of resources and e11ergy. Such projects 
includcci the construction of nuclc::1r power generating plants. Petroleum industry loans were mainly 
for the construction of refineries and distribution systems by independent domestic oil companicc;, for 
the construction of crude oil storage facilities and for facilities related lCJ the development of the oil 
resources of Ju;1an's contincnt:il shelf. Lo:L!lS for etlicic11t utilization of resources and energy were 
mainly for he?. ~ r0;1scrvntion an<l recovery and waste recycling projects. 

Th~ Bank has for many years been n significant lender to the ocean shipping industry in order to 
assist it in meeting Government objectives for the construction of new vessels. During the fi scal year 
ended March 31, 1976, the Danie continued to ma.kc loans to this industry. However, such new loans 
have significantly declined over the pnst three years as shipowners in l!eneral, affected hy the recession 
following the oil crisis and by continuing excess capacity, have heen forced to poslp'l11c or cancel planned 
investment in new vessels, particularly in the tanker scgmcut of the industry. The Hnnk believes that 
its loans to that i11dustry, taken as n whole, arc mlequntcly protec: ted, mid it clocs not believe that any 
losses in respect of such loaus woulcl be matcrinl to the Hank. 

The Da.nk's role in the area of technological development consi!ltcd of lc11din{! for projects related to 
lensing clomcstic:nlly produced electronic computers, clcvelopinr: domestic tcchm IOf:}' and increasing the 
USC or hi&h technology in certain Jines or husincs~ of the electronic nncl 111ach .1cry industries. Specific 
projects included <lc,·clopmcnt of pollution control technology, more c0icien1 auto1110Lilc engines :rnd 
other resource co11servution technology. 

Other ceneral areas to which the Bank's lu:1 11s were rtlatcd inclmlccl <lcccnlralitation of industri:tl 
pla111 s tu renll'd)' O\'CM'onr::cstion in lnrr.c cities 1111cl promrJtt: opti11111111 locut ion of i rnlu~ t r il' s , i111pro,·cn1cnl 
of drui:; n1..1nu£ncturi11g processes a11cl clevclop111c11l of occ:rn rci;onrccs. 

Guuruntet> Operntions 
The Bnnk :tl!.o has the au thority to 1~uarn11tce borrowings incurred for purposl·.; consistent with 

those of the Bank. The Bank !ins limited tltc \ISi.: or its c11arnntcc power to foreign Clll'rl'llC)' inclchtcl!n~>S 
incurred br J :lf13llCSl' co111p:i 11ics in conm•rtion wi th purd 1nsc!'I hy them of pb11t :incl cq11ipmc11t1 prb-
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cipally from foreign sources. Guarantees have been issued both to guarantee t' 
1
1ayment of principal and 

interest -on borrowings by Japanese companies from foreign banks (principa 1y the Export-Import Bank 
of the United States) and on long-term credits from foreign suppliers. 0£ total guarantees outstanding 
at March 31, 1976, 63% consisted of guarantees issued with respect to indebtedness incurred by five 
electric power companies, primarily for nuclear power equipment, and 36% consisted o: gua ... antee.s 
issued with respect to indebtedness incurred by two air transportation companies. The remaining 1 % 
consisted of the guarantee of borro·,vings by a company in the computer industry. 

The following table sets forth, as of the end of the periods indicated, the amount of guarantees out­
standing: 

GUARANTEES OUTSTANDING 

Fisca.i Yea.rd ended ~farch Jl, -------------------------1967 1972 1973 1974 1975 
(in bi!Horui of yen) 

¥144 ¥270 ¥337 ¥301 ¥302 ¥340 

1976 
(in rn illfoos 
of doll:irs) 

$1,105 

The Bank's new guarantee activities vary from year to year depencling upon economic factors such 
as Japan's balance of payments position and the amount of foreign currency funds which may be available 
to Japanese companies from other sources. 

Lonn nnd Guarantee 1'cnns 

The JDB Law and the Articles provide that (i) interest rates and guarantee charges shall be fixed 
"in consideration of the interest rates and guarantee clmrges of ordinary banks'' on a basis such that the 
Ilank's revenues will cover its expenditures and losses and (ii) loans and guarantees shall be ex­
tended by the Dank only if the credit is deemed "reliable". Accordi11gly, the Bank carefully investigates 
the financial position of c.1ch prospective liorrower and the technical aspects of lhe ~rojcct to be fi nanced, 
and a loan or guarantee is extended only if there is reasonable a!.surance of repayment. As a matter 
of policy, the Dank makes its loans at fuced rates no greater than lhc rates charged by private financial insti­
tutions and in most cases nt lower rates. 

The Un11k itself determines tlte interest rntcs, maturities, loan participation pcrcentnges, security 
nnd other tcnus Qll which it lcwJs its funds or extends its guarantees. A maximum interest rate is set from 
time to time hy the Governor of the Uank aflcr tnki11g into consi<lcralion general monctnry conditions. 
This rate generally corresponds to the rate for borrowers of the highest cm.lit !>landing from private 
banks and other institutions extending long-term loans. The maximum rate has hecn 9.i% since Novem­
ber 1975. The minimum rate is the Bank's borrowing rate from the Government, which hns been 7.5% 
since December 1975. The actual interest rate charged on a lo:in depends on the nature of the project 
to he financed. All or the Bank's loan agreements covering its Japanese currency loans provide that the 
Bnnk nmy chan~e the i11tcrcst rate~ payable under such a~rc:c111c 11ts in light of the i:;cnernl money and 
banking situation. However, the Uank's policy is not to chan~e the rtltc of interest on its outstanding 
loans. 

The Hauk has limited its foreign currency loans lo the anumnt of horrowings lhe Dank hns mndc from 
the lntc:rnational Bank for lfo.:onslruction aml Development ("Worlcl Hank") nnd has followed the 
practice of charginc- the same interest rates as the rates d1arcccl hy the World Hank to the Dank, plus 
0.37c, per :111nu111. For its (orcign credit sunrnntees the flank char~cs 0.2% or 0.3$'o per annum on the 
outs1:.nding principal a11101111t of such i:u:irantees. 

The Danie is required liy law to mnke loans with nn original maturity of at least one year nnd, i11 

practice, 111nkcs most of its lonns with an oril:inal m:Hurity of 10 to IS ye.'\ rs. i\tost of the Bank's 
lending operations involve the fina11cing of projcels in c;oopcraticm with private financial insdr-.1tions, with 
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the Bauk taking the intermediate wd longer maturities and private banks taking the shorter maturities. 
The Bank requires a mortgage or collateral agreement on all of its loans. The Bank's participation in 
any one project averaged about 35% of the total cost of the project for loans originated during the five 
fiscal years ended :>larch 31, 1976. 

The following table sets forth informalio. .:oncerning the maturities of the Bank's outstanding 
yen loans: 

YEN LOANS OUTSTANDING 

(as of March 31, 1976) 

Remaining Term to Maturity 

Less than 5 years .. . .......•..... .. .. . ... . ...• 
From 5 to less than 10 years ............... .. . . . 
From 10 to less than 15 years . . ... . .. .. . . .... . . 
From 15 lo less than 20 y::ar: . •..... . . . .. . .... 
20 years or more • ..•.•.. . ....... . .•....• .• •• . 

(in billions 
of yen) 

¥ 625 
1,719 

599 
473 

39 

Total . . . . . . . . . . . . • . . . . . . . . . . . . . . ~J,455 

Reserve for Lonn Losses nod Lonns in Arrears 

(in millions 
of dollars) 

(as% 
of total) 

$ 2,028 18.1% 
5,582 49.8 
1,944 17.3 
1,537 13.7 

126 1.1 

$11,217 100.0~h 
--

The Bank provides a reserve for loan losses pursuant to an ordimlncc of the Minister of Finance. See 
Note 5 of ''Notes to Financial Statements" for a more complete description of the manner in which this 
provision is determined. As of March 31, 1976, the reserve totaled ¥80,3~2 million ($260,981 thousand) 
or 2.35% 0£ the total loans •mtstanding at that date. 

In cases where borrowers nre unable lo 111ect interest, installment or maturity payments on their loans, 
the Dank, when it considers it to he appropriate, cooperates with the borrowers and other banks in revising 
the borrowers' business plans and in revising the terms of the 13ank's loans in order to improve the bor­
rowers' ability to make repayment. However, when a default occurs in payment of pri.ncipal or interest, 
the Bank considers the related loan to be in arrears immediately to th~ extent of such default. Although 
the Bank has the right to accelerate the maturity of the outstanding b.ilanccs of such loans, in practice it 
has done so only i11 cases where the borrower has applied for bankruptcy or reorganization in a court 
proceeding, a11d accordingly, in ordinary cases. arrcaragcs continue to increase as clcfauhs occur on further 
payments unless the defaulted loan is subsequently renegotiated or written ofT. 

As of March 31, 1976, principal payments aggregatinfl ¥45,852 million ($148,8i0 lho11sa11d) were in 
arrears representing 1.32% of the total loans outstanding. Nearly half of such arrcarages reflected defaults 
in JFY 1975 on :;ccured loans to an ocean sl1ipping borrower whid1 had applied to a court for reorganiza­
tion. Ovel' half of the remaining arrcarages reflected clcf aults on loans to borrowers in the coal mining 
industry, and pursuant to special lccislation most of these arrenrngcs will be repaid by the Government. 
Aggregate principal payments in nrrears al M nrch 31, 1976 represented 57.0o/o of the re.;crvc for possible 
loan losses. 

In addition, at Mnrch 31, 1976 interest payment s aggregating ·Y..2,7'/6 million ( $9,013 lho11sanrl) were 
in nrrcars. 

The Ra11k ma.kcs fi11 ::i l wrilc-ofTs of loan a111ou11ts due only after the exhaustion of nil availnble 
remedies, including reali zation on nny security. Write-offs arc m:idc al fi scnl year ends and only with the 
approval of the l\tinistcr of Financt·. The umou11t of lo:rns writtcr 111T durinr; the five yea rs ended l\farch 
31, 1C)i'6 was ¥4-02 million ($1,305 llto11sf111cl) . 

All amounts due to the Bnnk in foreign currency hn\'c 1Jct•11 pnid in accordance with the loan agt ce· 
ments. 
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Sources of Fun& 

The principal sources of funds for the Bank's lending operations are borrowings from the Government, 
repayments of loans and internal sources. See "Statement of Changes in Financial Position". Outstand­
ing Goyernment loans to the Bank amounted to ¥2,864,003 million ($9,298,711 thousand) as of ~farch 31, 
1976. Within the authorization of the Special AccNmts Budget, funds arc available from the Government 
on short notice. · The current borrowing rate fn;im the Government is 7.5% (8.3% for certain regional 
development loans), and the term of such borro.,,,ings is 15 years. 

Other sources of funds have consisted of borrowings in foreign currencies from the World B'lnk and 
issuances of external loan bonds and notes, all of which have been guaranteed by the Government. Bor­
rowings from th vVorld Bank have been reloaned in the currency and principal amount of the borrowing 
and with the same maturity. The last such borrowing was in 1961, and the outst;1.nding amount of such 
borrowings as of March 31, 1976 was ¥17,005 million ( $55,211 t/iousand). There have been six dollar 
issues (including five registered issues publicly offorecl in the United States), one Swiss franc issue and 
one Deutsche mark issue of external loan bon<ls and notes, and the outstanding amount of such issues as 
of March 31, 1976 was ¥39,332 million ($127,701 tlto11sa11d). See Nole 4 of "Notes lo Financial State­
ments' '. 

As indicated under "Purpose and Authority", thP. Bank is presently authorized to borrow an amount 
equal to ten times its capital and statutory reserve. As of March 31, 1976, the Bank's capital amounted 
to ¥233,971 million ($759,646 lho11sand). The Bank's statutory reserve has beeu established under a 
provision of the JDB Law which requires the Bank to set aside as a reserve out of the net earnings 
of each fiscal year the grcaler of: (i) 20% of such earnings or (ii) 0.7% of the Bank's aggregate loans 
outstanding at the close o( the fiscal year (but not in excess of such earnings) . As of March 31, 1976, 
such reserve amounted to ¥208,612 million ( $677,410 tlzo11sa11d). Accordingly, the Bank's borrowing 
autho1ity amounted to ¥4.426,133 million ($14,370,563 tlzo11sa 11d) compared to total borrowings at that 
date of ¥2,920,340 million ($9,481,623 lllo11sand). 

PUOPERTY 

The main office building of the Bank is c.>wncd by lhe Bank and house:; its executive offices 
and other Tokyo operations. The Dank occupies lca se<l space under long-term agreements in nine cities 
in Japan,. where it operates branches ar.1 representative offices, and in Washington, D. C., New York City, 
London nnd Frankfurt :un Ma.in, where it maintains representative ofliccs. 

El\J PLOYEES 

As of M•lrch 31, 1976, the Onnk c111ployed 1 058 persons of whom 704 were located nt the Tokyo 
office. Over one-half of the Clank's employees nrc university graduates. Substantially all of the 
Bank's employees are members of an independent u11ion, which has the c;xclusive right to represent such 
employees and the membership of which is limited lo such employees. 

TI1c Bank provides housing, medical and other facilities, ns well as certain welforc benefits, includin~ 
lump sum retirement allowances. 

l\IANAGEJ\JENT 

The Bank is managed by a Governor, a Deputy Governor and eight Executive Directors. Jn 
addition to t!1csc officers, the Hanle has twu A11clitors <ind six Counsellors. The Governor, the Deputy 
Governor and the Auditors are appointed by the Prime Miu.istcr for terms 0£ four years. The Executi\'e 
Directors and Counsellors arc appointed hy the Governor for tcnns of four years and two ycnrs, respec­
tively. These persons may be rcnppointc<l for succc:isive terms of office. 
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The Governor is the Bank's chief executive officer, and the Deputy Governor is his alternate. The 
Executive Directors exercise various management functions in accordance with delegatio~s from the 
Governor. The Go,·ernor, the Deputy Governor and the Executive Directors together comprise an 
administrative and executive board of the Bank, but final authority to make decisions for the B;i.nk in all 
matters resides exclusively with the Governor. 

The Auditors rc\iew the business 0£ the Bank. The Counsellors advise the Governor of their view~ 
and opinion!' v.ith regard to the business of the Bank and related matters. 

The names of the Governor, the Deputy Governor, the Executive Directors, the Auditors and .1e 
Counsellors, and the principal affiliations of the Counsellors, are set forth below: 

Governor 
Eiichi Yoshioka 

Deputy Governor 
Takatomo Watanabe 

Executive Directors 
Jin Kom.iya . .. . .... . ...... . .. . 

Kiyoto Iwata .......... . •...•• 

Kazuhiko Nomura ...... • . . .... 

Reitaro Yoncmoto . ... ... . .. • .. . 

Toshio Maruyama . .• . .. ...... . 

Mnsatoshi Kitamura .. . ..• .. ... 

Kenichi Azuma .... ..... ...... . 

Kenji Atsumi . . .............. . 

Auditors 
Toshio Fujitn 
Chuichi Takemura 

Co1111ullors 
Shigco Nagano 

J<ogoro Uemurn . . ..•.... . .. . . . 

Sciichi To\Jatn .... . ....... . .. . 
Yoshiy:\ Ariyoshi ............. . 
Saburo Okita ..... . .. ..... . . . . 
I<iyoshi Nakatsukasa .......... . 

Executive Director in charge o[ Loan Department IV 
and Credit Analysis Department 

Executive Director in charge of Loan Department II 
and Accounting and Treasury Department 

Executive Director in charge of Loan Department for 
Urban Development and of Library and Information 
Services 

Ex:~cutive Director in charge 0£ 1?.ureau for Regional 
Development (comprising Planni1:g- Deparlmcnt and 
Loan Department) and Systems Planning and Com­
puter Services Department 

Executive Director and General Manager 0£ Osaka 
Branch 

Executive Director in charge of Loan Department I 
and Economic and Industrial Research Department 

Executive Director in charge of Loan Department III 
and General Services Department 

Executh·c Director in charge or Programming and Co­
ordination Dcpnrlmcnt, Operations Plnnning Depart­
ment and lntcmalional Dcpartme11t 

Director antl l lonor:1 ry Cl1airman, Nippon Steel Cor­
poration 

I Ionorary President, The Fc<lcrntion of Economic 
Org;mizalions 

Ach-isor, Institute of Developi ng Economies 
Ch:iirmau, Nippn:1 Yusen Kaisha, Lttl. 
President, The (h·c1scas Economic Coopcrn tion f' 11 nd 
Advisor, J< ancgaf uchi Chemical Jndust ry Co., Ltd. 
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Mr. Yoshioka, who had been President of tt:e Small Business Finance Corporation, and Mr. \\'atana~, 
who had been Executive Director of The Bank of Japan, were appointed Governor and Deputy Governor, 
respediYely, in April 1975. Mr. Azuma has been actively engaged in the business of the Bank since 1951, 
and :\Iessrs. Komiya, Iwata, Maruyama and Fuj ita since early 1952. Mr. Nomura, appointed Executive 
Director in September 1973, had been Director General of the Maritime Safety Agency of the Ministry 
of Transpo1'tation and had held other administrative positions with that Ministry. Mr. Yonemoto, 
appointed Executive Director in November 1973, had been Chief of the Issue Departmi:nt at The Bank 
of Japan and had held other positions wit' that institution. Mr. Kitamura, appointed Executive Director 
in August 197~. had been Deputy Di:- .< ' r "".:eneral of the Agency of Natural Resources and Energy at 
the Ministry of International Tr<>· e · .1dustry and had held other administrative positions with that 
Ministry. Mr. Atsumi, appoi'lted F . 1.ll:·: ~ Director in December 1975, had been Director General of 
th,. Mint Bureau 0£ the Ministry , F inar.ce a1 •. l had held other administrative positions with that 
Ministry. 11r. Takemura, appointed Auditor of the Bank in October 1974, had previously been Managing 
Director of the National Public Servic ~ Personnel Association, which position he had taken after occupying 
a series of positions at the Ministry of Finance. 

Duri:ig the fiscal year ended March 31, 1976, the aggregate direct remuneration recelved from the 
Bank by the Governor, Deputy Governor, Executive Directors, Auditors and Counsellors as a group was 
¥146,007,300 ($474,050). 

BOARD OF AUDIT 

The accounts of the Bank are not audited by independent public accountants as that term is under­
stood in the United States but by the Board of Audit. The Board oi Audit is a supervisory liody created 
by the Constitution of Japan and organized under the Board of Audit Law of Japan. The final accounts 
oi the Government and of the Government Agencies, which include the Bank, are audited annually by the 
Board of Audit, and the Audit Reports thereon are submitted to the Diet through the Cabinet. In addition, 
the JDB Law requires the Bank to prepare financial statement!" twice a year, to append an opinion of the 
Auditors of the Bank thereto and to submit them to the Ministe:r 0£ Finance. The Ban'.c makes an annual 
report and a six month report available to the public. 

The Bank's financial statements appearing in the Prospectw: were prepared in :iccordance with account­
ing principles and procedures required by the JLB Law and regulntions thereunder and other accounting 
principles and procedures generally followed by banks in Japan. Such principles and procedures differ in 
some respects from generally accepted accounting practices in the United States. The only difference 
which would materially affect the financial statements is the Bank's practice of recording a provision 
for possible loan losses based on a percentage of outstanding loans, subject to limitations established by 
the Minister of Finance. See Note 5 of "Notes to Financial Statements". 
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J1EPORT OF BOARD OF AUDIT 

MR. Encm YosmoKA, Governor 
THE JAPAN DE\'ELOP~ENT BANK 

9-1, Otemachi 1-Chome 
Chiyod<>.-ku, Tokyo 

We have audited the balance sheet of The Japan Development Bank as of March 31, 1975 and 1976 
and the related statement of earnings for the five fiscal years ended !v!arch 31, 1976. Our audit was made 
in accordance with the Board of Audit Law and the regulations thereunder. 

The accounting principles and procedures followed by The Japan Development Bank are in accordance 
with The Japan Development Dank Law and the regulations thereunder and with accounting principles and 
proced~res generally followed by banks in Japan. The balance sheet as of March 31, 1975 and 1976 and 
the statement of earnings for the five fiscal years ended March 31, 1976 have been prepared in conformity 
with the aforesaid principles and procedures. 

The accompanying balance sheet as of March 31, 1975 and 1976 and statements of earnings and of 
changes in financial position for the five fiscal year3 ended March 31, 1976 have been prepared hy reclassify­
ing the aforesaid financial statements. We have reviewed the reclassifications made in preparing the 
accompanying financial statements and, in our opinion, such stale:nents as reclassified present fairly 
the financial position of The Japan Development Bank as of March 31, 1975 and 1976 and the results 
of its operations for the five fiscal years e11dcd March 31, 1976 on a consistent basis except for the 
change i11 the method of recognizing interest income 011 loans, with which we concur, as more fully 
described in Nole A to the statement of earnings. 

Tokyo, J1 ··: l7, 1976 
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THE JAPAI"1 DEVELOPMENT BANK 

BAL4.NCE SHEET 
March 31, 

1975 
(in millions of yen) 

ASSETS: 

Cash .in banks . .. .. .... ...•.... ... ... .. •.•... 
Government securities, at cost which ap9roximates 

market (Note 2) ; ... ... ..... . . .. . . . ...... . 
Loans in Japanese currency, including undisbursed 

bala.r. ,_ (Notes 3 and 5) ... . .•. . ... ... .... . . 
Loans in foreign currencies (Notes 4 and 5) ..... 
Land, buildings and miscellaneous equipment, at cost 
Accumulated depreciation . . .. . . . ......... .. .. . . 
Accrued interest receivabie ............... . ... . 
Other assets . .. . ............... . .. . . .. ..... . 
Unamortized discount on external loan bonds ... . 

TOTAL ASSETS ••.••••••• • ••••••••• • ••• 

LtAUILITIES, RESERVES AND CAPITAL: 

Liabilitles: 
Long-term borrowings (Note 4): 

Fror;n the Govcmme::nt, including borrowings 
due within one year ... • . .• .. ..•.. . .. . . 

From the International Bank for Reconstruc­
tion and Development, including borrowings 
tlue within one ye:lr . . . . ..... . .. . ... .. . 

External loan bonds and notes, including bor­
rowings due within one ycnr . ....... . •.. 

Unclislmrscd balance or loans in Japanese currency 
(Note 3) ......•. . ...... . .. .. •.......... . • 

Ac'-rucd interest payablt . . . •..•. ... . .. . ..•. : . 
Payable to the National T reasury (Note 7) .. . .. 
Other liabilities .. . ..................• . ....•.. 

TOTAL L1AD1LITIES .•••• • • ••• • .• • ••••• • •• 

Reserve for possible loan losses (Note 5) f • • t I I• I I I 

Capital nnd statutory reserve: 
Capital (Note 6) ... .. . .................. . .. . 
Statutory reserve (Note 7) ......... . .. . ..... . 

TOTAT~ CAPITAL AND STATUTORY RESERVE ••• 

TOTAL LtAllJLJTJF.s, Ri:-:stmVEs AND CAt'JTAt. 

(Contingent liabilities) (Note 8) . . .......... . .. . 

¥ 1,624 

18,111 

2,990,779 
19,689 
7,202 

(2,276) 
24,532 
1,139 

340 

¥3,061,140 

¥2,461,054 

19,689 

29,793 

41,033 
9,378 

576 
6,724 

2,568,247 

74,583 

233,971 
18'1,339 

418,310 
¥3,061, 140 

¥ 325,729 

Sec "Notes to Financial Statements". 
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¥ 2,855 

11,584 

3,454,922 
17,005 
7,918 

(2,468) 
28,084 

916 
575 

¥3,521,391 

¥2,86·!,003 

,, 005 

39,332 

47,376 
22,098 

1,193 
7,389 

2,998,396 

80,382 

233,971 
208,642 

442,613 
¥3,521,391 

¥ 362,801 

19i6 
(in thousandl 

of dollars) 

$ 9,270 

37,610 

11,217,279 
55,211 
25,708 
(8,013) 
91,182 
2,974 
1,867 

$11,433,088 

$ 9,298,711 

55,211 

127,701 

153,818 
71,747 
3,874 

23,989 

9,735,051 

260,981 

759,646 
677,410 

1,437,056 
$11 ;133,088 - -s 1,177,92'1 
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THE JAPAN DEVELOP.i\IENT BANK 

STATEMENT OF CHANGES IN FINANCIAL POSITION 

Fi.sclll Ycan ended Much 31, 

1971 1973 1974 197S 

(ID mllllons of yen) 

Funds Provided : 
Operations 

Net umings . •• •.•.••. ••.. •.•.•• •..••.•. ¥ 31,484 ¥ 25,579 ¥ 26,794 ¥ 28,332 

Au ucd interest income ...... ..... t . .... • (17,265) (19,268) (2J,S28) (24,510) 

0 llcction o{ acr_rucd interest income •••. • . 11,975 17,246 19,354 23,509 

1 ccrucd interest expense •• . • .• •• •• .•..•. 5,948 5,413 5,427 9,378 

Pr nent o{ accrued interest cxpcn.sc •.••.• (6,384) (5,948) (5,413) (5,428) 

Re.s1..n·e for possible loan losses ••.•..•.••. 5,014 5,6-14 7,320 6,859 

Depreciation and amortization of di~count .. 344 312 317 297 

Unrealized exchange gain on debt payable 
in foreign currencies . ................. . (3,493) 

Other ··· ······ ···· ·············· ······· 64 91 4 __ (252) 

Total Funds Provided by Operations •• 27,687 29,069 30,275 38,185 

Borrowings . • .•.••••. • .• ••.••.•. •.••.••... 336,000 352,500 385,400 462,211 

Loan principal collections •..• •..... . .....•. 166,082 205,227 230,226 258,752 

Collection o( deferred interc.'t rcceivabll! .... 1,251 1,201 1,201 1,459 

Other ········· ·· ········ ······· ·········· 824 1,017 _ l,701 1,292 --
Total Funds Provided .••...•••.• ¥531 ,844 ¥58!i,014 ¥648,Sp~ ¥ 761,899 

Funds Used : 
Disbursement or loans ........••.. ........ ¥420,655 ¥-160,019 ¥540,903 ¥624,479 

Repayment or bor rowings ••..• •. .•... . ... • . 91,073 lOJ,067 113,380 122,361 

S11ecial payments to the Government ......• • 1,251 1,201 1,201 1,201 

Payment to the National Trc:uury •...•.•.•. 12,931 14,0·16 8,763 7,977 

Other ··· ························ ... ...... 868 401 306 873 

Total Funds Usccl ........ . ...... ¥526,778 ¥578,734 ¥664,SSJ ¥756,891 

Jncrc.'lsc ( uccrc:uc:) in cash and Government 
securities ·········· ....................... ¥ 5,066 ¥ 10,280 (¥ 15,750) ¥ 5,008 

See "Notes to Financial Statements". 
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1976 
(ID tbousuic!s 
of doUa.n) 

¥ 32,541 $ 105,653 
(27,621) (89,679) 

24,048 78,078 

22,098 71147 
(9,378) (30,448) 
5,79Q 18,828 

312 1,013 

~93) (302) 

47,i06 154)90 
552,198 1J9Z,850 

304,712 989,325 

1,i66 5134 
967 3,139 

¥ 907,349 $2,945,938 

¥759,828 $2,466,974 
142,715 463,360 

1,;21 5,588 
7,621 24144 

760 2,467 

¥912,645 $2,963,133 

(¥ S,296) ($ 17,195) 



THE JAPAN DEVELOPMENT BANK 

NOTES TO FINANCIAL STATEMENTS 

1. Basis of Preparation of Financial S tatements 

The Bank's official annual financial statements are prepared in conformity with the JOB Law and 
the regulations thereunder and with '!ccounting principles and procedures generally followed by banks 
in Japan. Except for the chang.e in the method of recognizing interest income on loans as more fully 
described in Note A to the 0 Statement of Earnings", no changes have been made in these accounting 
principles and procedure;, 

In the preparation o. financial statements for the purposes of the Prospectus, certain amounts have 
been reclassified and the form of presentation hc;.s beri1 changed in certain respects, but no changes hav•t 
been made in the accounting principles and proced• ires upon which the official financial statements and 
underlying records were based. 

The principal reclassifications included: 

(a) Eliminating the asset account for possible claims for the Bank's guarantees at March 31, 
1975 and 1976 of ¥301,615 million and ¥340,408 million, respectively, and the contra liability 
account for guarantees in identical amounts; the amounts of contingent liability are set forth in Note 8 . 

(b) Transferring the balance sheet account for net profits in the following periods to "Statutory 
Reserve" and "Payable to the National Treasury" and offsetting such payables against the asset 
account for interim payments to the National Treasury as follows: 

Net 
Profit 

Year ended March 31, 1975 . . ......... . ...• ¥28,332 
Year ended March 31, 1976 . . . . . . . . . . . . . . . . 32,51H 

Statutory 
Reserve 

(in millions of yen) 

¥21,073 
U,303 

Pa~blc 
to the Notional 

Treasury 

¥7,259 

8,238 

(c) Offsetting accounts related to deferred interest receivable from shipping companies with 
accounts related to the amounts payable to the Government and thereby reducing other assets and 
other liabilities by ¥47,293 million at ·March 31, 1975 and by ¥43,806 million at March 31, 1976. 

( d) Eliminating dcferrcd interest currently receivable from shipping companies and payable to 
the Government from interest income and expense. 

Dollar amounts shown in the financial statements have been included solely for convenience and are 
11tated, as a matter of arithmetical translation only, at the rate of ¥308 to $1.00. 

!!. Government Securitic8 

The weighted average interest rnte on the Bank's Government ~ecu ritics was 6.84% at March 31, 
1976. The interest on Government bonds is credited to earnings as "Income on Government Securities'' 
on n cash basis. The effect or the dcp:uture Crom the accrual basis is not material. Under the JDB 
:Law, the Bank may not make use of surplus cash funds except for the purchase of Government bonds, 
deposits with the Trusl Fund Bureau and deposits with The Dank of J apan. 

:l. Loans 

Loans in Japanese currency iuclude utl(Jisburscd funds in an amount identical to that shown in ' 'Undis­
bursed ~alance of loans in Japanese currency" included in liabili ties. 
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. THE JAPAN DEVELOPMENT BANK 

NOTES TO FINANCIAL STATEMENTS- (Continued) 

Long·term Borrowings 

Long-term borrowings comprise: 
March 31, 

1975 l!il76 

(in millions of yen) 

Long-term borrowings from the Government: 
Trust Fund Bureau-

.. 
6.2% loans due 1987 ... . . . . ... . ...... . ¥ 337,500 ¥ 337,500 
6.5% loans due 1976 to 1988 ....... . ... 1,319,908 1,183,451 
6.755"0 loans due 1988 .. ......... . ..... 115,000 115,000 
7.5% loans due 1989 to 1990 ..... . . . .... 366,200 683,000 
8.0% loans due 1990 ....... .. ...... ... 243,200 394,600 
8.2% .Joans due 1990 ... .. .. .......... . 18,700 18,700 
8.3% loans due 1991 . .... . ..... .... . .. 43,500 
8.6% loans due 1990 .................. 29,100 
8.7% loans due 1990 ...... .. ...... . ... 44,000 44,000 

Industrial Investment Special Account-
4% loans due 1975 .. ... ........ .. .... 22 
6.5% loans due 1983 ...... . . .......... 4,700 4,700 
6.7% loans due 1979 to 1980 ...... . ... . 6,156 5,492 
7.5% loans due 1983 ........ ....... ... 5,668 4,9<30 

Total borrowings from the Government 2,461,054 2,864,003 
Guaranteed Jong-term borrowings from the Inter-

national Dank for Reconstruction and Develop-
ment ('"World Bank"), 5;}~%-5~% obligations 
due 1981 to 1983: 

U. S. dollars . . .. ... .... . ... .. . .......... . 9,893 9,417 
Deutsche marks ............ .............. 3,818 2,137 
Swiss francs ...... .• .. . .... ... . . ...... ... 1,155 1,155 
Indian rupees . . . . . ...... . .. . .... . . .. .. ... 1,893 1,893 
Other foreign currencies . ....... .. ......... 2,930 2,403 

Total borrowings from the World 
Bank . . ..... . .. . ... . ...... .. .. 19,689 17,005 

Gunrnnteed external lonn bonds and notes: 
Dollar obligations 

6% bonds due 1976 .......... .. .... . .. 1,097 730 
6% bonds due 1977 . ........ . ... . .. . .. 1,631 1,235 
6% bonds due 1978 ... .. . ............. 2,355 1,846 
Sf.I% bonds due 1979 • e • •• I• I I I I I I I I I 3,009 2,555 
8 0 o/o notes due 1980 ...... .. ......... 14,260 14,260 
60 % bonds due 1980 .... .... . . ....... 3,46-1 3,009 

Swiss franc obligation 
6)(i 7o bonds due 1985 . .... ............ 3,977 3,977 

Deutsche mark obligation 
7 y.j % bont!. .iuc 1983 ................. 11,720 

Total ex:tcrnal lo;in bonds ancl notes .. ?.9,793 39,332 
T otal Jong-term uorrowings .... ¥2,s 1 o-;-s36 ¥2,920,340 ----
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(in th .. :•Qllds 
of dollau~ 

$1,095,'/79 
3,842,373 

373,377 
2,217,533 
1,281,169 

60,71 4 
141,234 
94,480 

142,857 

15,260 
17,831 
16,104 

9,298,711 

30,575 
6,938 
3,750 
6,116 
7,802 

55,211 

2,371 
4,009 . 
5,993 
8,296 

46,298 
9,771 

12,912 

38,051 
127,?0i 

§9.-ISJ,6?3 
-



THE JAPAi"l DEVELOPiUENT BANK 

NOTES TO FINMCIAL STATEIUENTS-(Continued) 

T he aggregate annual maturities and sinking fund requirements of long-term borrowings outstanding 
as of March 31, 1976 were as follows: 

Fiscal Y cars ending Japanese Foreign 
March3l, currencl currencies Total 

(in million! of yen) 

1977 ..... . .. . .... .. .. . . .. ...... . ¥ 162,098 ¥ 4,584 ¥ 166,682 
1978 ......... . . . ....... . ........ 212,677 5,220 217,897 
1979 ..•. .. .. : . .••..... . •..•. . •.• 245,998 3,147 249,145 
1980 . . . . . .. .. . . . . . . . . .... . . . . . .. 277,936 18,253 '.'96,189 
1981 ......... . ... . .............. 269,966 3,654 ~73,620 
1982-1991 ... ..... .......... ...... 1,695,328 21,599 1,716,927 

All borrowings from the International Bank for Reconstruction and Development arc guaranteed 
by the Government and are repayable in foreign currencies. These borrowings have been concurrently 
loaned to Japanese companies in the same foreign currencies, and any profit or loss resulting from 
changes in the exchange rates of foreign currencies is for the account of such companies. 

The external loan bonds and notes are also guaranteed by the Government and are repayable 
in foreign \.••rrencies. The proceeds from these bonds and notes were converted into yen and loaned to 
Japanese companies. Any profit or loss resulting from changes in the e..'<change rates of foreign currencies 
is for the account of the Bank. The Bank has followed the practice of initially recording foreign cur­
rency obligatious at the exchange rate in effect at the time of conversion and has made adjustments, by a 
charge or credit to net earnings, for changes in the centr.tl exchange rates. Following the establishment 
of t.r.e new central rate of ¥308=$1.00, which was communicated to the IMF on December 19, 1971, till: 
Bauk adjusted its foreign currency obligations contracted for prior to October 1, 1972 to the Telegraphic 
Transfer Selling rates in effect on March 31, 1972. Such rate for dollars on that date was ¥304.9=$1.00. 
For borrowings contracted for on and after October 1, 1972 the Telegraphic Transfer Selling rate in 
effect on the date of each contract has been used to express yen amounts. 

S. Reeerve for PoHible Loan Losse& 

A provision for possible loan losses is made in each fiscal year in order to adjust the reserve for 
possible loan losses to an amount determined to be adequate by the Bank, subject to limitations established 
by an ordinance of the Minister of Finance. Until April 1, 1975, the Ministry ordinance permitted the 
Bank to hold a reserve for possible loan losses in an amount up to 310 of the outstanding loans (excluding 
undisbursed loans) at the end of each fiscal year. For the fiscal year ended March 31, 1976, the Ministry 
ordinance was revised so that the ma."'<imum permissible reserve was an amount equal to (i) the amount 
of the reserve as of March 31, 1975 less loans written off during the fiscal year ended March 31, 1976 
plus (ii) 1.8% of the increase in outstanding loans ( e.xcl11ding undisbursed loans) during the fiscal year. 
For the fiscal year ending March 31, 1977, the l.8o/o factor will be reduced t > 1.6%. The amount of the 
reserve at fiscal year end as a percentage of loans then outstanding for each of the five years ended 
March 31, 1976 was as follows: 

March31, 

1972 . . . ' .. .. .. . ..•................ f.. 2.71 % 
1973 . . . . . . . . . . . . . . • . . . . . . . . . . . . . . . • . . .t.65 
1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.62 
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.Sl 
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.35 

22 



l 
i 
I 

i 
• ! 
' 

' 1 

~E JAPAN DEVELOPi\IENT BANK 

l'iOTES TO FINANCIAL STATEl\IENTS-(Continued ) 

Loans are \\Titten off at the en<l of a fiscal year with the approval of the Minister of Finance and 
for the five years ended March 31, 1976 were as follows: 

6. Capital 

Fiscal Years ended 
March 31, 

1972 

1973 

1974 

1975 

1976 

(in millioru 
of yen) 

¥ 2 

400 

As set forth in the JDil Law, . the capital of the Bank is ¥233,971 million. The Go\'ernment is the 
sole owner of the equity interest, which is not evidenced by documents such as stock certificates, l>ut is 
evidenced at the Registration Office of the Legal Affairs Bureau of Japan. 

Capital has been provided as follows: 
(in millions 

of yen) 

Cash contributions . . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . ¥ 30,000 

Contributions of other assets, principally loans in connection with taking 
over the operations of : 

The Reconversion Finance Bank . . . . . . . . . . . . . . . . . . • • . . . • . . . . . . . • 85,220 

United States Aid Counterpart Funcl Special Account . . . . . . . . . . . . . . 132,804 

Less-Reduction in connection with the transfer of certain operations to 
the Agriculture, Forestry and Fishery Fi11a11cc Corporation, the Small 
Business Fi11a11ce Corporation and Electric Power Development 
Co111pany . . • . . . . . . • . . . . . • • . . . . • . . . . • . . . . . . . . . . . • . • . . . . . . . . . (14,053) 

Total Capital . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . ¥233,971 

7. Stolulory Ilc.'scrve 

In accordance with the pro\•isions or the JDD L.'lw, the Uank each year must provide out of net 
earnings, as a resCr\'e, the larger of (i ) an amount equivalent to 20% of net earnings or (ii) an amount 
equivalent to 0.710 of loans outstanding at the end of the fi scal year (if th is amount is in excess of the 
amount of net earnings £or the year, then the amount of such net earnings). The reserve so provided 
may only be used to cover net losses. The balance of the net earnings remaining cad1 year, after pro­
vi sion for thi s rcst.:n·c, is to ' •e paid to the National Trcnsury of Japan uy l\Iay 31 of the following 
fiscal year. Interim pnymcnt · '· ''- " l'Ovided for under the Cabinet Order. The account titled "Payable 
to the National Treasury" cpresent s the a11101111t pnyable to the Nationa l Treasury for the fiscal year 
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THE JAPAN DEVELOP~IENT BANK 

·NOTES TO FINANCIAi, STATEIUENTS- (Concluded) 

less the semi-annual interim payment made during the fiscal year and is to be settled on i\Iay 31 of the 
follo\\'ing fiscal year. Except for ¥3,730 million taken over from the Re<:onversion Fimmce Bank, the 
Statutory Reserve represents additions of reserved net earnings. 

8. Contingent Liabilities 

Contingent liabili~ies consist of outstanding guarantees of foreign currency indebtedness, principally 
in dollars, incurred by Japanese companies, and special payments to the Government. 

(<!) The outstancling amounts of guaranteed obligations were ¥301,615 million and ¥340A08 
million ($1,105,219 tli c11sa11~) at March Jl, 1975 and 1976, respectively, and will mature as follows: 

Fhcal Years ending 
March 31, 

(in million' 
of yen) 

1977 

1978 

1919 
1980 

1981 

...... ....... ...... ... .......... ..... .. ..... 
¥ 33,865 

41,939 

39,824 

39,369 

29,667 

thereafter 155,744 

Total . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . . ¥340,408 

Translations of foreign currency guarantee amounts into yen atnOWlts on contracts entered into prior 
to October 1, 1972 have been made at ¥30·~.9=$1.00, the Telegraphic Transfer Selling rate on March 31, 
1972. On and after October 1, 1972 the Telegraphic Transfer Selling rate in effect on the dale of each 
contract has been used to express yen amounts. 

(b) The outstanding amounts of special payments to the Go,.!rnmcnt wel'c ~l:24, 114 million nnd 
¥22,393 million ($12,705 tlia1w111d) at l\Iarch 31, 1975 and 1976, respectively. Under the provisions 
of the Law for Temporary Measures Concerning Consolidation of the Shipping Industry of July l, 1963, 
qualifying ocean shipping companies were permitted to defer the payment 0£ interest (accruing during 
a period of five yeara from the <late 0£ qualification) on the l3ank's loans made prior to March 31, 1962. 
In lieu thereof, the Bank received payments from the Government in an amount equivalent to the 
deferred interest. Deferred interest unpaid at the end of the fifth year by the qualifying ocean shipping 
compar.ics was payable annually to the Bank <luring the succeeding fifteen years. The Dank is required 
to pay to the Government the amount equivalent to the deferred intere~t due and payable to the Dank, 
which the Bank carries as "Special payments to the Government". 
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JAPAN 

GENERAL 

Area, Location and Population 

The Japanese Archipelago consists of about 3,900 islands which form part of a long chain of 
mountainous islands in the western Pacific. The four main islands (Hokkaido, Honshu, Kyushu and 
Shikoku) cover the same approximate range of latitude and the same general r:ingc of climate as the cast 
coast of the United States north of Florida. The total area of Japan is approximately 146,000 square miles, 
or slightly less than that of California and about 4o/o of lhat of the United States. It is bordered by the 
Sea of Japan to the west and north and by the Pacific Ocean to the cast and south. 

Japan, with a total population of 112 million, has one of the highest population densities in the 
world. Approximately 235{-, of the total population of Japan is concentrated in the three metropolitun 
areas of Tokyo, Osaka and Nagoya. Japan's avert1gc annual rate of population increase during the 
years 1965-1974 was 1.2% as compared with 1.0%, 0.6% nn<l 0.870 fo r the United States, the Federal 
Republic of Germany and France, rcspccti,·cly1 as set forth in Jupa11csc Government statistics and The 
Domograpllic Yearbook, 1974, published by the United Nations. 

Government 

Under Japan's present Constitution, which became effective on May 3, 1947, legislative power is vested 
in the Diet, which consists of a House of R<:prcscnLntivcs having 491 members and a Hou~e of Councillors 
having 252 members. Members of both Houses arc clcclcd by direct universal suffrage. 'fhe c.xccutive 
power is vested in the Cabinet consisting of a Prime Minister, appointed from among the members of the 
Diet by the Emperor upon designation by the Diet, and other Ministers, a majority of whom must be 
members of the Diet, appointed by the P rime ~Jinis tcr. The judidnl power is vested in the Supreme Court 
and such lower courts ns arc established by law. 111 general, one District Court has been established in each 
prcfcctun.:. Appeals from District Court decisions arc taken lo a regional High Court, of which there arc 
eight, nnd, within certain limits, appeals from the decisions of a. High Court may be ma<le lo the Supreme 
Court. 

Jnpan's prefectures, cities, towns nnd villages have a certnin degree of local nutonomy through 
popularly elected legislative bodies and chid executi ves (the prefectuml governors nnd, in the case of 
cities, towns and villages, the rnnyors). The cent rnl r,ovcrurncnt exercises its influence on local govern­
ments ~ndirec tly through finnncinl aid nnd prescription of sta11dnrcls of local a<lmi11i stratio11. 

Political Parties 

The five major political parties rr.prescntcd in the Diet arc the ruling Libcr:il Democratic Party, the 
Japan Socialist Party ( the lnrgest opposition p;irly), the J ap:-m Communist Pnrty, the Komcito ( C!e:i.:i 
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Government Party) and the Japan Democratic Socialist Party. Japan has been governed nationally by 
conservative political parties for more than 25 years. The ruling Liberal Democratic Party has re.:naincd 
in power nationally since its formation in 1955, although its percentage of the popular vote has declined in 
recent national elections. 

The present Cabinet has been headed since December 9, 1974 by Prime Minister Takeo Miki who has 
served as a member of the Diet r.ontinuously since 193i. 

Members of the House of Representatives are elected for terms of four years unless the House of 
Representatives is dissolved prior to the expiration of their full elected terms. The present term of the 
members of the House of Representatives expires in December 1976. Members of the House of 
Councillors are elected ~or terms of six years with one half of the membership beini elected every three 
years. .. 

The following table compares the results of the most recent general elections for the House of · 
Representatives and for the House of Councillors with results of the elections for those Houses in 1963 

· and 1965, respectively. Intervening elections were held for the House of Representatives in 1967 and 
1969 and for the House of Councillors in 1968 and 1971. The table also shows the numbet' of seats held 
by each party on July 1, 1976. 

House of Representatives 
Scats 
held 

November December July 
1963 1972 1, 1976 

House of Councillors 

July July 
1965 1974 

(percentages or the populu vote and numbers of members) 

Libera.I Democratic Party ......• 54.7% 294 46.8% 284 269 45.7% 141 41.9% 127 

Japan SociaUst P3.rty • • • • • • • • • • • 29.0 i44 21.9 118 114 28.l 73 20.6 62 

Ja11:1n Communist Party ....... . 4.0 s 10.S 39(a) 39(a) 5.7 .. 10.7 20 

Komcito ( Oe:lll Government 
Party) ............ ' ......... 8.5 29 30 9.4 20 12.J 24 

Japan Democratic Socialist P1uty 7.4 23 7.0 20 19 6.0 7 S.2 10 

Others 4.9 ··········· ·············-- I S.3 6 5.1 s 9.J 9 

Total .•••••••• ••• •.• •• • too.oro 467 lOOMo 491 477 (b) 100.0'fo 250 100.0% 252 
- -

( :i) Includes one allied member. 

(h) 0 11 J1~ l:t 1, 1976, there were fourteen vnc:mcics. 

Treaty Relationships 

Scat• 
hdd 
July 

1,1976 

128 

62 

20 

24 
10 

8 
252 

Japnn is n party to many importnnt treaties. Since the end o( World \Vnr JI, the Treaty of Peace wit't 
Jnpnn hns been ratified by j apan, the United States nml 43 other countri t>.s. Oiplomntic relations now :ilso 
exist with the Soviet Union, the Republic of Korea :ind the People's Hcpublic of China. Japan nnd the 
United States arc parties ton mutunl security trcnty. 

l n J<>55, Japan becume n party to the Genernl A~:rcemc11t on TMiffs a11<l Tracle. As n mi\ jor trnding 
nation, Japan hns nlso cnterccl into 111:\tly trcntic!l nnd agreements concerning commerce and trnde and 
conventions for the avoilfancc of double lnXtltion. 

Internntional Orgnnlzntions 

Jnp:m is a 111cmuer of the.: United Nntions n11d othrr i11tcrnatio11.d ort:11ii1at ion~. includi:l(; the 
Jntcrn:it ionnl Monetary Fund, the l ntcruation:il Bank for Rcconstructio11 :111<l De,·e!op:ncnt, the 1 ntcr· 
nnt ional Dcvclopmcnl Association, tlic l11Lcrnntio11nl Finnnce Corporntion, the Asian Oc\'clopmcnt B:t:L\\, 
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the African De\'elopment Fun1 ~nd the Organisation for Economic Co-operation and Development, and 
Japan will al so become a member of the Inter-American Development Dank on July 9, 1976. See 
"Japan P ublic Debt-Subscriptions to International Financial Organizations". 

THE ECONOMY 
General 

Japan has a highly developed and diversified economy. Over the past 25 ;ears, Japan experienced 
significant economic development and during the ten and five year periods ending JFY 1975, Japan's 
gross national product at constant prices increased at compound annual growth rates of 8.lcyo an<l 4.7%, 
respectively. The increase in gross national product was sustained by a high level of savings and invest­
ment in both the private and public sectors. The percentage of gross domestic i1vestment to gross national 
product averaged 37% during the ten year period ending JFY 1975. Savings by individuals, expressed 
as a percentage of personal disposable income, averaged approximately 217'o during the ten year period 
ending JFY 1974. 

In 1973 aud 1974, Japan's eronomy was beset by a number of adverse factors including increases in 
costs of imported materials (parliLularly oil), shortages of supply and excess dema1d. In order to cope 
with the resulting high rate of inflation, the Government pursued fiscal and monetart policies designed to 
restrain total demand and sought to maintain price stability through legislatior. and administrative 
guidance. Although inflation has moderated, Japan's growth trend was reversed and gross national product 
at constant prices decreased by 0.2% in JFY 1974. 

Recessionary co11ditio11s in Japan caused the Government in 1975 to adopt a series of budgetary, mone­
tary a11d other measures designed to initiate a rnodcrllc econor.-ic recovery. As these measures began to take 
effect, the economic dec:line was halted in the first quarter ot 1975. There is evidence of an cconomic 
recovery which has recently begun to increase in pace, and in J Fx 1975 gross national product at constant 
price.; registered a 3.1 % increasc over ] FY 1974. 

Role of Government in the Economy 

Japan's ceonomy is a market economy in which industry and commerce are predominantly privately 
owned and operated. However, ever since the beginning of Japan's industrialization approximately a 
hundred years ago, the Government has cMtinue<l to be highly involved in establishing and meeting 
objective!l fo r developing the economy and improving the standard of li ving of its people. This involve­
ment can b t! attributccl in part to the ncecl lU alloc;ne cfl'ccti\'clr the li mitccl supply of capital and, in view 
of Japan's dependence upon foreign so11rccs of raw materials, the need to direct trndc and manage foreign 
exchange reserves. 

In order to achic\'C its economic ol>jecti,·es, the Government has generally relied on providing the 
prerequi site business c11 vi ro11111cnt and ad111iuist l':itivc guidance. The ho111ogcncity of Jap::111est: society nncl 
the teu<lcncy of Japanese people to rcnch important clccisio11s .JY consensus have gencrnlly resulted in 
agrccnwnt between the Government n11d the private scctM 0 11 major economic policy matters. Consen!.US 
arises fro111 i11lc11 sc nnd sust:iined co1111111111ic:\lio11 ~1 n<l 11111t11nl rccog11itio11 of the importance of stencly nnd 
sound economic growtli. The ngcncics of the Government primarily co11ccrnccl with economic policy nnd 
it s i111plr1nc11tation nrc t.1c Economic Pl:111ni11g Agency, the Mi11istry of Finance nn<l the Ministry of 
International Trn<lc anti ln<l11~try. The 1Ja11k of j :lpa11, Japan's central Lank, also acts in this field. 

Thi! Economir Pl111111i11g A~cnry is responsible for formulnting basic poli~y and preparing nntit. i at 
cco11ornic 111·ogra111 ~. Ovt•rall direction of tlic c1·011omy is l'xcrcised by the Ministry of Fin:rncc by me:i:u of 
fi scal policy in coopcr;1tion with the rcspcclivc 111i11istrfr 1 :ind uy mc:iw1 of 111onctnry policy in nssociation 
with The Jfank of Japan. The ~l inistry of [11tcmnticm:il Trade :111ll lnJustry, ns well as other mini.-.tries 
such as the ~linist ry of Ai;riculturc :iml Forc~lry and the ~l i11i stry of Construction, <lc\'clop .,ped;i l 
industry oujccti\'CS within the Lroad c.:co110111ic f rnnwwork. 111 order lo provide a fa\'o raLlc Cll\'ironmc:it 
for the dc,·.:lup111cnt of !iJll'cific i11<h1 s tril'~. the (i11n:rn111c11t oft en u .. cs ad111inisl1ati\'c 111c:isures as \.etl 
us li sc:\l m.:asurc.> such <1!1 loa11 s fro111 Govcrnn1c11t (1 1:inci:il institutions. 
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Gross National Product and National Income 

Data pertaining to gross national product for JFY 1970 through JFY 1975 are set forth in the follow;ng table. 

Gross National Product 

Pcrc:entagea 
JFY of JFY JFY JFY JFY JFY 1975 ]FY 1970 1971 1972 ~ 1974 Pro?islonal 1975 GNP 

(in billfona of yen) 
Tot.al Consumption 

Private ..........•............... ¥37,521 ¥42.459 ¥49,082 ¥ 59,361 ¥ 73,449 ¥ 84,772 56.9% 

Public ........•.............•.•.. 6,029 7,130 8,440 10,411 14,172 16,609 11.1 
43,550 49,589 57,522 69,772 87,621 101,381 68.0 

Tot.al Gron Investment 

Printe 

Producers' Durable Equipment 14,495 14,908 16.724 22,387 22,820 20,454 13.7 

Addition to Business Inventories 3,057 1,957 2,021 4,009 3,861 1,554 1.0 

Rcsidcntfal Construction •••••• 4,828 5,215 7,038 9,878 9,667 11,044 7.4 
22,380 22,080 25,782 36,274 36,348 33,052 22.1 

Public ........ .................. 6,188 7,668 9,480 10,595 12,920 14,504 9.7 
28,568 29,748 35,262 46,869 49,268 47,556 31.8 

Surplus 0£ the Nation oo Current Ac- .. 
count 

Exporu of Goods and Services :ind 
Other Receipts fror, Abroad .... 8,657 10,001 10,728 13,178 20,563 20,778 JJ.9 

Lc:ss: Imdcrts of Goods and Scrv-
icu a.n Other Payments Abro:ad (7,il9) (7,761) (8,783) (14,215) (21,112) (20,623) (13.8) 

Surplus of the Nation on Cur-
rent Act:ouot •••••••••••••• 928 2,240 1,945 (1,0J6) (549) 155 0.1 

Gross National Product at Current 
Prices ............................. ¥73,046 ¥81,577 ¥94,729 ¥115,605 ¥136,339 ¥149,092 ]1)0.0% --- -Gross Nntiooal Product at Coruta.nt 
Priccs(a) ························· ¥72,144 ¥77,4 • ¥84,981 ¥ 90.435 ¥ 90,268 ¥ 93,057 -

Pcrccnbl(c Increase ol GNP OYCr Pre-
vious Year 

At Current Prices .. .............. 17.3% 11.7% 16.1% 22.0r., 17.9% 9.4% 
At Constant Pritc.\(a) ... .. ..... .. lOA 7.J 9.8 6.4 (0.2) 3.1 
Dc8~tor ....•.....•.. , ... ... . .... 6.3 4.1 S.8 14.7 18.2 6.1 

(n) Constant prices :ire based on calendar year 1970. 

Soarcc: Economic Planning Agency, Annual Report on National Inconu Statistics. 
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The following table set!i forth the proportions of national income (computed by subtracting 
depreciation and indirect taxes from gross national product and adding Government subsidies} contributed 
b;; major sectors of the economy for JFY 1970 through JFY 1974. 

National Income by Sectors 
JFY JFY 
1970 1971 

Agriculture, Forestry an9 Fishing • . . • • . • • 7.4% 6.5% 
Industry 

Mining .................. . ....... . 
Construction .. .. ... ........ . ..... . 
Manuf ac,uring ... .... .. ........... 

Total ......... ..... . .... . 
Services and Other 

Wholesale and Retail Trade ... . .• ... 
Finance, Insurance and Real Estate ••• 
Transportation, Communication and 

Other Public Utilities ..... .. .....• 
Services ...... .. ..... . ........... . 
Public Administration ... . ••• •.•••.• 

Total . .. . ............... . 
Net Income from Abroad ......• . ••. .• •.• 

0.6 
7.5 

30.4 

38.5 

18.1 
11.3 

8.0 
13.3 
3.7 

54.4 
(0.3) 

0.6 
7.9 

29.5 

38.0 

18.5 
11.l 

8.0 
13.9 

4.1 

55.6 
(0.1) 

JFY 
1972 

6.7% 

0.5 
8.3 

28.3 

37.1 

18.0 
12.1 

7.8 
14.0 
4.2 

56.1 
(0.1) 

Total ............•••• 100.0fo 100.0% 1C1v.O% 
= 

(in billion' of yen) 

JFY 
1973 

6.8% 

0.4 
8.6 

27.6 

J6.6 

18.0 
13.4 

7.1 
13.9 
4.2 

56.6 
(0.0) 

100.0% 

National Income at Current P rices •...••. 
Percentage Increase in National Income at 

Current Prices over the Preceding Fiscal 

¥59,141 ¥65,898 ¥76,310 ¥91,.,JS 

Year . . . ... . ...... . ..... . ....... .. . . 18.7% 11.4% 15.8% 20.3% 

Source: Economic Planning Agency, Annual Report ou National !11com1 Statistics. 

JFY 
197+ 

6.3% 

0.6 
8.5 

28.2 

37.3 

19.8 
11.4 

6.6 
14.1 
4.8 

56.7 
(0.3) 

100.0% 

¥112,757 

22.8% 

Industry 
Industry in Japan is almost entirely privately owned and operated. The principal excepli.->ns arc the 

main part of the railroad system, the telegraph nnd telephone system and the tobacco and salt monopolies, 
all of which nrc operated by public corporations wholly-owned by the Government. In addition, the major 
airline and a corpor:ition which constructs large-scale hydro·dectric projects are partly owned by the 

Government. 
'l11e table below sets forth various average indices of industrial production for specified periods: 

Average Indices of Industrial Production 

All Industry (except public utilities) . ... ...• 
Capital Goods .............•.. .. . . . ....... 
Construction Materials ............. .. ....• 
Durable Consumer Goods . .......• ... . . •... 
Non-du~ble Consumer Goods ... ...... . ... . 
Producers• Goods ...... .. , ....... . . ... ... . 

JFY JFY JFY JFY 
1970 1971 ~ 1973 

101.4 
101.9 
100.7 
101.2 
101.4 
101.3 

(c:llendar yc:ir 1970 = 100) 

103.4 113.9 129.3 
100.1 110.4 130.4 
102.3 1 li'. l 133.0 
109.9 123.4 138.0 
102.l 105.7 116.8 
104.0 115.3 129.8 

Source: Ministry of Intemational Trade and Industry, l11d1tstrial Statistics Monthly. 
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~ 

117.1 
123.9 
110.7 
130. 1 
113.1 
11 3.1 

JFY 
197'i 

112.9 
111.7 
10-t.5 
136.3 
11·~.4 
1($.5 



Man11fact1tri11g. ' Japan is a leading manufacturing nation. Its economy is characterized by large­
scale, capital-intensive industries and products in which the relative content of imported raw matc:ic.ls is 
low and the relative content of value added through manufacture is high. Japan is noted for the manu­
facture of such products as automobiles, electric and electronic equipment, precision optical goods and ships. 

Mining. Japan is very heavily dependent on imports of basic extracted raw materials. In JFY 1974, 
75% oi Japan's overall coal requirements and 99% of iron ore requirements were imported. Import 
percentages for other extracted raw materials were 93ro for copper, 73% fer lead, 67% for zinc, 100% for 
bauxite 1.nd 100% for nickel. See "Energy and Electric Power" for a discussion of Japan's dependence on 
imports of oil. 

Transportation. Domestic transportat:Jn is provided by railways, coastal shipping, motor vehicles and 
airlines, with a marked increase during the past ten years in motor vehicle transportation. 0£ total freight 
transported in JFY 1974, railways accounted for 14.0ro, coastal shipping for 51.2% and motor vehicles for 
34.8%. Of total passenger transportation in J FY 1974, railways accounted for 46.7%, motor vehicles 
(including buses) for 49.6% and domestic airlines for 2.5%. 

Japan's extensive railway system is generally considered to be e."<ccllent, and its national road system 
is continually being improved. Japan's merchant marine Beet is one of the largest in the world and has 
been expanded from 12.0 million gross t:>ns in July 1965 to 39.7 million in July 1975. 

Energy and Electric Power 

The following table sets forth total primary energy supplied and total energy conswned and the major 
sources of primary energy expressed as a percentage of total primary energy supplied for JFY 1970-1974. 

Total Primary. Sour«a of Primary Total Energy 
Energy Sup~lied 

Energy Supplied Consumed 
(tens of trillions Hydro- (tens of trillions 

JFY of calorics) Oil Coal Electric Other of calorics) --
1970 .... ........ , ... 310,468 70.8% 20.1ro 6.3% 2.2% 284,091 
1971 ............ .. .. 320,611 73.5 17.5 6.7 2.3 297,385 
1972 ... ... .. ......... 344,338 74.9 16.6 6.3 2.2 321,509 
1973 ....... ......... 382,576 77.6 15.5 4.6 2.3 354,051 
1974 ...... .. ........ 383,529 74.4 16.6 5.4 3.6 338,7.ll 

Source : Agency of Natural Resources and Encrt,')', Energy Statistics (not published in English). 

Since Japan's production and reserves 0£ oil arc nominal, over 99% of its crude oil requirements in 
JFY 1974 were imported, with the principal source being the Middle East. The following table sets forth 
infom1ation regarding in1ports of crude oil: 

Volume of imports . ... . . .. . 
(millions of bbls/day) 
Cost of imports .. . .. . . . ... . 
(c.i.f. in millions of dollars) 
Average JJricc . . . .. . . . .... . 
(c.i.£. in ollars per barrel) 

-----

JFY 
1970 

3.5 

~2,372 

$ 1.84 

JFY 
....!!?.!..._ 

3.9 

$3,288 

$ 2.30 

JFY 
1972 

4.4 

$4,154 

$ 2.57 

JFY 
1973 

5.0 

$8,673 

$ 4.75 

Source : Ministry of Finance, The Summory R:porl of Trade oj Japan. 

JFY 
1974 

4.8 

$19,995 

$ 1 l.51 

JFY 
1975 

4.5 

$19,756 

$ 12.05 

Dccause of Japan's dependence upon imported oil, :my sub!ilanti:ll increases in oil prices, such as 
those in the fo ll of 19i3, have a large negative impact on Japan's economy and its bnla ncc oi parrr.cnts. 
The Go\'ernment is considering various measures to promote energy conservatio11 and lo rcd:.icc Japan's 
dependence on imported crude Jil. 
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In 1974, Japan ranked third among the world's nations (after the United States and the Soviet Union) 
in the generation of electricity. In addition, Japan has one of the highest rates of household electrification 
in the world. Total generating capndty and electric power generation for JFY 1970 through J FY 1974 are 

set forth in the ta!>!e below. 
JFY JFY JFY JFY JFY 
1970 1971 1972 1973 1974 

(megawatts) 

Generating capacity(a): 
Hydro-electric ...• • . • •. . ••••• 19,994 20,176 20,734 22,589 23,546 

Fossil Fuel .... . ... . ... . ...• 46,932 54,964 62,726 70,617 76,755 

Nuclear ... ........ .... ..... 1,336 1,336 1,836 2,296 3,905 
- - -

Total .............. 68,262 76,475 85,296 95,502 104,207 

(thousands of megawatt hours) 

Electric power generation : 
Hydro-electric . . . . ...... . ••.• 80,090 86,753 87,923 71,678 84,780 

Fossil Fuel .. . .. . ........ .. . 274,868 2~.804 331,074 388,902 354,562 

Nuclear ..... .. ....... ...... 4,581 8,010 9,480 9,707 19,699 

Total .. .... ........ 359,539 385,567 428,477 470,287 459,041 

(a) At end of fiscal yt:.U". 

Agriculture, Forestry and Fishing 
While only one-fifth of its total land area is arable, Japan has a high overall degree of self-sufficiency 

in food for human cons11mption. In the production of rice, which is a staple food grain of the J~ ....... :.c 
people, Japan has achieved almost complete sel£-sufficiency. However, growing demands £or . variety of 
food items have caused n decline in overall self-sufficiency in food for human consumpt:..,n from 81 % in 
JFY 1965 to about 72o/o in JFY 1974. The principal imported agricultural foodstuffs arc whe:it :rnd 
sugar. Japan also imports all of il s requirements of cotton and a large portion of its requirements of 

soybeans and maize. 
An estirnakd two-thirds of Japan's area is forested and produces lumber of good quality. Never­

theless, fast growing demand for wood aml wood products, particularly for use in construction am! for 
pulp :lnd paper, has resulted in a steady incre.isc in imports Imports of such products incrc.'\sed from 
Z6.3?"o of total con:;umption in 1965 to 64.81}'0 in 1974. 

Japan is one of the world's leadinr, fishing nations :mu has a high per capita fi sh consumption. The 
Japanese deep-sea fishing indust ry operates on a world-wide basis but is subject to extensive restrictions, 
generally imposed by bilateral agreements with other countries. 

Price Indices 
Information concerning chan~cs in J np:m's wholesale and consumer price indices is set forth below. 

JFY 

1971 
1972 
1973 
1974 
1975 

........... ...... ... ' ....... .. .. . 
t It t t It ft t. •. t •••• t t • • • t I. t • • t t t t 

........................... .. ... 

....... ... ........... .......... .. 
I I I It t I I I I I f I I It It I I I o I It I• I I t I 

Wholeaalo I ndcx(a) Consumr.r Jndcx(b) 

lndex(c} 

9<.>.1 
102.3 
125.4 
154.8 
158.1 

Annual /\nnunl 
% Change Index(c) % Chnnge 

(0.8) ,'c> 107.2 5.i ~'<> 
3.2 112.8 5.2 

22.6 131.0 16.l 
23.4 159.6 21.8 

2.1 176.2 1 OA 

(a) All commodit:ic-;, Source: 'fhc B:i nlc or Japau, IV/10/csnlo /,rice Ind ox. 
(b) Source: Qffi('c or the Prime t' tiniqcr, Co11rn111er Price: ludc.r. 
(c) Calendar ya1· 1970= 100. lndiccs cAi.lculatecl on the basis of monthly nvcrngCJ. 
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The increases in wholesale and consumer prices in JFY 1973 and 1974 were due in part to the gen1.;al 
shortage oi supply in.r_elation to demand and to the unprecedented increzse in imported oil prices. 

I 1bor 

Japan's employed population was estimated to be 51.4 million at the end oi 1975. Of this number, lO]"o 
was employed in agriculture, forestry and fishing, 37% in mining, construction and manufacturing 
industries and 53% in trade, finance, transportation and other service industries. The contributions made 
to the JFY 1974 national income by these industries were 6%, 37% and 57 fo, respectively. 

The unemployment rate in Japan averaged l.57'o during the JFY 1971-1975 }'.ieriod and was 2.05"o in 
April 1976. However, Jap;m's low rate of unemployment re:. .:ts primarily from the custom of Japanese 
companies not to reduce· their work forces during periods of recession and for workers to remain with a 
single company for their entire careers. The ratio of the number of job openings to the nwnber of job 
applicants, which averaged 1.14 during the JFY 1971-1975 period and was 0.64 in .May 1976, is also 
used in Japan as au indicator of the availability of employment. 

In recent years, w:ige increases have been granted by manufacturing and other i:1dustries at rates 
which have C.'<ceeded gains in fabor productivity. Substantial wage increases occurring in ]FY 1974 were 
accompa.ued by a decline in productivity. Because it is not customary for companies to re<lucc their work 
forces during recessionary perio..! r,, producLivity tends to decline with industrial production. 

The following table sets forth information regarding the wage and productivity indices for the 
indk ted periods: 

Wage Index( a) Productivity Int!cx~b) 
Annual Annual 

JFY I ndex(c) % Change Indcx(c) _%Chango 

1970 ..... ........ ........... .. ' . ' . ' .. 103.1 18.1% 101.3 8.6~~· 

1971 .. ....... .. ...... .. .. .... .. ...... 117.S 14.0 106.2 4.8 

1972 ... ... .. ........ .. .... ... .. ... ... 136.8 16.4 121.5 14.4 

1973 .. ... ..... .... ... ... .... .... . ' ... 166.5 21.7 142.7 17.4 

1974 ............ ... ... ..... ......... . 214.4· 28.8 135.6 (5.0) 

1975 .. ... ........ ..... .......... ... .. 2'10.4 12.l 136.7 0.8 

(n) Source: Ministry of Labor, Monthly Labor Stnlistic.f. 

( b) Source: J npnn Productivity Center, Q11arlcrly J 011r11al o J Productivity. 

( .:) Cnlcndar year 1970=100. Indices calculated on the basis oE monthly averages. 

Education, Social Welfare and Housing 

Japan has traditionally maintnined n high level or education which, since World Wnr II, ha.s been 
reflected In substantial cxpansio11 of its educational facilities. Education is compulsory between the ages of 
6 nm.I l 5, end the proportion or students entering senior high school thereafter h:is risen from 71 % in 1965 
to 92ro in 1975. The proportion or senior high school graduates who enroll in institutions of hit:hcr 
education hns risen Crom 25% in 1965 to 349'0 in 1975. In the JFY 1976 u11tlget, 12% of cx~nd:tures 
ar<~ ullocated to education nnd science. 
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Japan has been expanding. budget expenditures for a social welfare program providing old age 
pensions for the entire working population (including the self-employed), national health insurance and 
unemp1oyment insurance. In the JFY 1976 budget, 19.8% of expenditures are allocated to such pro· 
grams l excluding pensions for veterans and Government officials). Government sponsored pension and 
social se~urity p:-ograms are thus generally as extensive in scope as those of most other develo?C<f 
countries. However, Government social welfare expenditure as a percent of national income is relatively 
low becaus'! the percentage of older pers )OS in the population is low and the pension system is not fully 
developed. 

Since lS.66, the Ministry of Construction has established Five Year Plans for the construction of 
housing, incluc!ing construction by private industry. During the first four years (JFY 1971-1974) of the 
second Five Year Plan of Housfog Construction, approximately 6.77 million new housing units were 
built, of which 1.39 million were built in JFY 1974. The central and local governments provide assist­
ance in the Conn of loans and subsidies for the construction of housing, including grants for low i11come 
housing. 

FOREIGN TRADE AND BALANCE OF PAYMENTS 

Foreign Trade• 

Overseas trade is vital to Japan's economy. For the five yea. period ended December 31, 1975, 
exports and imports averaged approximately 10.5% and 10.3% of gross national product, respectively. 
Since the latter part of 1973, ]<!pan's terms of trade deteriorated, primarily as a result of increases in the 
price of oil. 

Foreign Trade of Japan 

Unit Value Japan aa % 
Vnluo Indcx(a) Volume Indcx(n) Indox(a) of World Tradc(a) 

Terms of 
Ex~rts Imports Ex~rts Imeorte Exeorts ImEort11 Trade(b) _Exports Imports 

19i1 . . ' .......... . . " .. ' 12.t.3 10-1.4 120.2 9!1.9 !OJA tots 98.9 7.6% 6.0% 

19i'2 .... ............... 148.0 124.4 128.S 112.9 115.2 110.2 104.S 7.6 6.1 

19i'3 ............... . .. . 191.2 202.9 134.9 144.S 141.7 140.4 100.9 7.1 7.3 

19i'4 .•• •••••••• ••••••.• 287.S 329.0 158.0 141.2 182.0 233.0 78 l 7.2 8.1 

19i'S •••••••••••••.•• . •• 288.6 306.S 161.2 123.S 179.0 248.2 72.1 

(n ) Statistics upon which the indices arc based are expressed in tlollars and have been translated nt 
the- rntc of ¥360 to the dollar for periods prior to August 1971 1 nl the rate of ¥308 to the doll<1r for the 
period from January 1972 to January 197J and on a floating r:i te basis for all other periods. Calendar 
year 19i0::100. 

(b ) Unit value of exports divided by unit value o( imports. 

Source: ~Iinistry of Finance, Tire Summary Report of Trad~ of Japo11,· Intcmation::il Monetary Fund, 
Intcrnntionnl Financial Stnli.stics. 

•In this section exports arc stated <.Ju nn f.o .b. basis and imports on a c.i. f. b:isis. l\lonet:iry figures 
nre based on nctual movements of goods ns cnlculntcd hy the Ministry of Finance. This method oi co:11-
putatio11 differs from thnt used in determining balnncc of payments, in which both exports :md impor:s are 
stated on an £.o.b. basis, 
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Composition oi J apan's Exports and Imports (a) 

1971 1972 1973 1974 1915 

(dollar amounts in millions) 

Japan's Exports 

Textiles .• . .. •. . ...• •. . . .. .. •• $ 2,772 12% $ 2,926 10% $ 3,279 9% $ 4,065 7% $ 3,il9 
Metal & ~fetal Products •.•• •• 4,570 19 4,871 17 6,821 18 13,691 25 12,516 
Machinery & Equipment: 

Ships .. .................. 1,849 8 2,399 8 3,819 IO 5,600 10 5,998 
Motor V chicles ........ . .. 2,373 10 2,965 10 3,612 10 5,227 9 6,190 
Radio Receiver~ •••••••• ~. 791 3 1,033 4 1,243 3 1,359 2 1,324 
Motor(.yclc.s .............. 612 2 830 3 855 2 1,394 3 1,157 
Othe ~·s . .. ... . .. ..... , , . .. 6,249 26 8,150 29 10,836 30 14,311 26 15,335 

--
Total .................. 11,874 49 15,377 54 20,365 SS 27,891 50 30,004 s 

Chemicals . ••.•...••.•••••. , •• 1,486 6 1,784 6 2,147 6 4,059 7 3,889 
Fo.xls & Beverages . ..•..•.... 679 3 666 2 841 2 846 2 760 
Other Exports .... ......... . .. 2,638 11 2,967 11 3,477 10 4,984 9 4,863 -- -- --

Total ················ $24,019 100% $28,591 100% $36,930 100% $55,536 100% $55,753 IC 
-- - -- - -- - -- - -- -

Japan's Imports 

Foods & Beverages .. .. ....... $ 2,917 15% $ 3,607 15% $ 6,009 16% $ 8,122 13% $ 8,815 
Tutile Materials ............ 958 5 1,348 6 2,187 6 1,861 :; 1,524 
Chcrnica ls •••••••• • •••••• •• • •• 999 5 1,148 5 1,865 5 2,668 4 2,057 
Mfocral Fuels: 

Petrolewn ••• .• •.•••. • ••. • 3,048 15 3,927 17 6,000 16 18,898 JO 19,644 3 
Others ••• • •.••••• , ••••• . • 1,703 9 1,788 7 2,327 6 5,9<J7 10 5,997 --

Total .......... ' ..... 4,751 24 5,715 24 8,327 22 24,895 40 25,641 4 
Metal Ores & Scrap .. . .. . ..... 2,527 13 2,488 11 4,033 10 5,328 9 4,417 
Lumber •• . •• •••••• ••• . .• • •.. • 1,459 7 1,727 7 3,411 9 3,683 6 2,621 
Mncl1incry & E..uipmcnt •. •. .. 2,409 12 2,592 11 3,486 9 4,748 8 4,286 
Other Imports •• •• . • ••• .• •.... M92 19 4,846 21 8,996 23 10,805 17 8,502 -- -- -- -- --Total .. .. .. ...... $19,712 100% $23,471 100% $.l~.3 14 100% $62,110 100% $57,863 101 -- - -- - - -- - --
(a) Dollar amounts have been translated as set forth in Note (n) on page 33. 

Source: Ministry of F inance, The Summary Report of T1·adc of Japan. 



Geographic Distribution of Japan's Exports and Imports(a) 

1971 1972 1973 1974 

(dollar amounts in millions) 
Japan's Exports 

Developed Areas 
U.S.A ..•••••• ••...•• . .... 
E.E.C. (9 countries) ...... 
Australia •••.. • . . ..••.. . . . 
Canada •.•• ••••..•• . ...... 
Others ••••. . •. . •••..•.•.. 

Total ...... .. ...... .. 

Developing Areas 
Asia . .. . . . ....... . . . .... . 
:Middle East ...... ....... . 
Latin America ...... . .... . 
Africa • .• •• •••••••••• •.... 
Others ••••• . •• .. •••. • , ..• 

Total ••••.•• •. •. .. . .. 

Communist Areas 
Soviet Union . ........... . 
China •• ••• ••.•..• ••••..•• 
OU,1crs ••••••• ••• •• ••••.•• 

Total •• . ...•.••• . . . .. 

Total 

Ja11an's Imports 
Developed Arca! 

U.S.A . •• . •..•. . ...•••••.. 
E.E.C. (9 countrieJ) •.. .. . 
Australia ..•.. . ••• , • , , .•.• 
Canada •• . • ••• • .. ••... .. •. 
OU1ers • , .• . .•.• •••••..... 

Tot."\I ......•..••••• . . 

Developing Areas 
Asia •..•. • . . •....••... . .. 
Middle East ...... .. ..... . 
Latin America .... ...... .. 
Africa ...... ..... ... . . .. .. 
Others . . .... . .... . . .. ... . 

Total •.....•••.•. . ... 

Communist A rcas 

$ 7,493 
2,296 

719 
876 

1,641 

13,027 

5,763 
825 

1,592 
1,536 

118 

9,834 

377 
578 
193 

1,148 

$24,019 

$ 4,979 
1,605 
1,752 
1,004 

938 

10,278 

31% 
10 
3 
3 
7 

54 

24 
3 ., . 
6 
l 

41 

2 
2 
1 

5 

100% 

25% 
8 
9 
s 
5 

S2 

3,404 17 
3,013 IS 
1,338 7 

590 3 
145 

8,490 43 

Soviet Union • •• .. .. .. . .. . 496 3 
OUna •••• ••• • •••. •••••• .• 323 2 
Others •.••........ , . . . . . • 125 

Total . • . . . . . . . . . . . . . . 944 S 

Total .. . .. . . . .. .. $19,712 100% 

$ 8,848 
3,299 

728 
1,104 
1,980 

15,959 

6,310 
1,174 
1,980 
1,586 

137 

11,187 

504 
609 
329 

1,442 

$28,591 

$ 5,852 
1,9S9 
2,205 
1,149 
1,167 

12,332 

31% 
12 
J 
4 
6 

56 

22 
4 
7 
6 

39 

2 

2 

5 

100% 

25% 
8 
9 
5 
6 

SJ 

4,171 18 
3,491 lS 
1,418 6 

692 3 
140 

9,912 42 

594 J 
491 2 
141 

1,226 5 

$2J,47 l 100% 

$ 9,449 
4,400 
1,193 

999 
3,005 

19,0~6 

8,931 
1,774 
2,761 
2,305 

1S8 

15,929 

484 
1,039 

431 

l,954 

$J6,930 

$ 9,270 
3,177 
J,49S 
2,0IS 
1,828 

19,78S 

26% 
12 
3 
3 
8 

S2 

24 
s 
s 
6 

43 

1 
3 

s 
100% 

2-1% 
8 
9 
s 
6 

S2 

7,95J 21 
4,941 13 
l,95S s 
1,067 3 

326 

16,242 42 

1,078 3 
97-l 3 
234 

2,286 6 

$38,314 100% 

(a) Dollar amounts have been translated os set forth in Note (a) on page 33. 

Source: Ministry of Financf!, Tho Smmnary Raporl of Trade of Japan. 
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$12,799 
S,968 
1,998 
1,587 
4,069 

26,421 

12,695 
3,680 
S,069 
3,5J9 

204 

25,187 

1,096 
1,984 

847 

3,927 

$55,SJ6 

$12,682 
3,982 
4,025 
2,676 
2,417 

25,782 

23% 
11 
4 
3 

7 

48 

23 
7 
9 
6 

45 

2 
4 
1 

7 

100% 

20% 
6 
7 
4 
s 

42 

12,497 20 
lS,920 26 
2,713 4 
1,583 3 

461 

3J,174 SJ 

1,418 2 
1,JOS 2 

418 1 

3,141 s 
$62,110 1007o 

1975 

$11,149 
5,675 
1,739 
1,lSl 
3,720 

23,434 

12,543 
6,075 
4,765 
4,087 

162 

27,632 

1,626 
2,259 

798 

4,68J 

$55,7S3 

$11,608 
J,J71 
4,156 
2,499 
2,260 

23,894 

20% 
10 
3 
2 
7 

42 

23 
11 
9 
7 

so 

3 
4 

8 

iooro 

20% 
6 
7 
4 
4 

41 

10,S86 18 
16,477 29 
2,524 5 
1,111 2 

264 

30,962 54 

1,170 2 
1,SJ l 3 

305 

J,006 5 

$57,863 IOOfa 



Balance of Payments 

The following table indicates Japan's balance of payments fo r the years 19/l through 1975 : 

Current Account 

Goods 
Exports (£.o.b.) .. 
Imports (f.o.b.) . . 

Balance .... 

Services . . ..•..•.. . . 

Transfers ......... . 

Balance on Current Account 

Long-term Capital 

Assets(b) ..... . ... . 

Liabilities(b) .... • . . 

Balance . ... 

Basic Balance .... .. .. •. 

Short-term Capital Balance 

Balance of Payments of J apan 

1971 

$23,566 
. (15,779) 

7,787 
(1,738) 

(252) 

5,797 

(2,231) 

1,149 

( 1,082) 

4,715 

2,435 

1972 1973 1975 
(in millions of dollars) 

$28,032 $36,264 $54,480 $54,734 
(19,061) (32,576) (53,044) (49,706) 

8,971 

(1,883) 

(464) 

6,624 

(5,020) 

533 

(4,487) 

2,137 

1,966 

3,688 

(3,510) 

(314) 

(136) 

(8,468) 

(l,282) 

(9,750) 

(9,886) 

2,'107 

638 (.2,595)(c) --- ---

1,436 

(5,842) 
(287) 

(4,693) 

(4,063) 

182 

(3,881) 

(8,574) 

1,778 

(43) 

5,028 

(5,354) 
(356) 

(682) 

(3,392) 

3,120 

(272) 

(954) 

(1,138) 

(584) 

Three months ended 
March31, 

1975(a) 1976(a) 

$14,666 $15,703 
(12,744) (12,988) 

1,922 

(1,512) 

(68) 

342 

(630) 

837 

207 

549 

(5) 

2,715 
(1,519) 

(64) 

1,132 

(966) 

1,155 

189 

1,321 

(105) 

241 
Errors and Omissions .. .• 

Overall Balance .. . . •. ... 

527 

$ 7,677 $ 4,741 $(1'3,074) $(6,839) $(2,676) $ 
33 

577 $ 1,457 

(a) Seasonally adjusted for recurring inttu-year patterns of variation. 

(b) Parentheses indicate outflows of capital either as increases in assets or decreases in liabilities. 

(c) This deficit is estimated to have been caused principally by the readjustment of payment pro-
visions made by exporters and importers as a result of the floating 0£ the yen. 

Source: The Bank of Japan, Balance of Payments Monthly Report. 

The balance on current account registered a defici t for 1974 of $4,693 million largely due to the 
increased cost of oil imports. In 1975 such de~cit was reduced as a result of an overall decrease in 
imports. Long-term capitnl movements reached a record $9,750 million deficit in 1973 as a result of 
capital outflows principally consisting of direct investments an<l loans an<l net s;iles of portfolio invest­
ments by non-residents. ln 1974 the deficit in the net long-tenn capital balance was reduced as the 
result of rela...'Cation of controls on capital inflows and modifications of measures which had encouraged 
capital outflows and in 1975 because of portfolio investments by non-residents and the issuance of 
Japanese securities abroad. The 1975 deficit in the short-lenn capital balance principally reflected a 
decline in import credits. A':> a result of the increased tra<lc surpluses in 1975 nnd the first quarter of 
1976 and the various de\·elopmcnts described above, the o\·erall bnl:111cc of payments has shown con· 
siderable improvt'ment since 1973. 

Official Foreign Exchange Reserves 

Japan's official foreign C.'Cchangc reserves totaled $M. 18 billion equivalent on 1l:irch 31, 19i 6. 
This compares with official foreign exchange reserves of $16.46 billion, $3·J.69 billion :t:id $1 t .1 -f 
billion for the United States, the Federal Republic of Germany and France, respectively, on the sa:n~ 
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date, as set forth in lr.ternational Fi1la1icial Statistics of the International Monetary Fund. The follow­
ing table indicates the breakdown of Japan's official foreign exchange reserves as of the end of the yea· s 

indicated: 

Official Foreign Exchange Reserves of Japan(a) 

IMF Special 
Foreign Reserve Drawing 

Exchange Position Rights 

(in millions of dollars) 

As of 
December 31, ~ 

1971 • . • . . . . . • . • • • • • . • • • • . • $738 
1972 . . . . . . . . . . . . . . . . . . . . . . 802 
1973 . • . . . . . . . . . . . . . . . . . . . . 891 
1974 . . . . . . . . . . . . . . . . . . . . . . 905 
1975 . . . . . . . . . . . . . . . . . . . . . . 865 

$13,783 $532 $307 
16,482 620 461 
10,203 639 513 
11,347 739 529 
10,627 804 520 

Total 

$15,300 
18,365 
12,246 
13,519 
12,815 

(a) These reserves rio not include: ( i) net balance of bilateral accounts between The Bank of Japan 
and foreign central banks, (ii) certain balances held by the Ministry of Finance with Japanese banks to 
serve as working balances for the latter and (iii) foreign exchange holdings of commercial banks. AU 
data are given in dollar values calculated in accordance with I: :F methods of calculation. Gold is valued 
at SOR 35 per ounce, equivalent to $40.97 as of December 31, 1975. 

Source: International Monetary Fund, folernalional Fi11a11cial Stati.s!ics. 

External Position 0£ Banks 
Other than official reserves, the total external short-term assets and liabilities (due within om. year) 

of Japan, both private and public, consist principally of the external assets and liabilities of banks in J ;:pan. 

As indicated in the following table, lhc net deficit in the external short-Lenn position of ban!<s 
increased substantially in 1974. This increase resulted largely from borrowing by the banks to finance 
higher priced oil imports. In 1975 this position increased, due prindpally to increased borrowings by 
resident foreign banks to finance loans to Japanese fim1s. As a result of such borrowings, the official 
reserve position 0£ Japan has remained rcl:itively stable since the beginning of 1974-. 

Short-term External Assets and Liabilities of J apanese Banks(a) 

Aso£ 
Nftt 

December 31, Assets(b) Llabilitics(c) Position 

(in millions of dolloln) 

1971 .......... ....... ....... ...... . $ 6,020 $ 7,491 $ (1,471) 

1972 ...... ... ... .......... ........ . 8,864 8,356 508 

1973 ...... .... .......... ........... 10,003 13,468 (3,465) 

1974 .. . ' ... . ' ..... ........ ......... 13,085 24,676 (11,591) 

1975 .. ' ............ ...... .... . . . . . 12,947 26,418 (13,471) 

(a) Indicates assets an I liabilities arising out of claims 011 nnd linbilities due: to non-residents by 
Japanese banks. Branches of foreign h:111l<s in J apan arc considered to be Japanese banks. Foreign 
branches of Japanese banks arc considered to be non-residents. 

( b) Includes foreign deposits, export credits and loans lo banks and agencies nhroad but excludes 
assets rclate<l to official deposits which constitute a part of foreign exchange reserves. 

(c) Includes only the extcmal liabili ties or banks. Therefore, officinl liabilities, current maturities of 
long-term debt and short-term borrowings outside the h:inking system arc not inclmlcd. 

Source: The Bank of J :ipan, Economic Statistics M 011tl1ly. 
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Foreign Exchange Rates an9, Exchange Controls 

The par value of the yen agreed to with the IMF on May 11, 1953 was ¥360 to the dollar of the 
weight and fi."leness 0£ gold then in effect. On December 19, 1971, pursuant to the Smithsonian. Agreement, 
a central rate of ¥308 to the dollar was established. See the first paragraph on page 3 of the Prospectus 
for information regarding exchange rates after that date. 

Japan bas accepted the oblig:.tions of Article VIII of the International Monetary Fund Agre-...ment, 
and is a memb'!r of the Organisation for Economic Co-operation and Development, subscribing to its 
Liberalization Codes. 

vVith respect to current transactions, exports can generally be made without specific licenses, although 
exporters are required to present export declaration forms to foreign exchange banks. Imports can 
generally be made upon declaration to foreign exchange banks, except in cases involving non-liberalized 
items. Invisible transactions can generally be made without specific licenses, provided their genuineness 
and legality are verified by foreign exchange banks. 

I 
Restr:~tions on foreign capital investments in Japan have been progressively relaxed. Direct 

investments :ire now fully liberalized with certain e.'Xcep:ions, and foreign portfolio investments are 
orrespondingly liberalized. However, new issuances by Japanese corporations of securities payable in 

foreign currencies may only uc made upon receipt of specific licenses from the Ministry of Finance. 

Direct investments abroad by Japanese residents are subject to individual licensing by The Bank of 
Japan. In principle, such licenses arc granted automatically. Acqujsitions by residents of listed foreign 
securities through securities dealers arc generally permitted. Foreign loans by Japanese banks other than 
short-term loans must be specifically Licensed and arc presently permitted on a selective basis. 

FINANt:IAL SYSTEM 

The Bank of Japan and Monetary Policy 

The Bank of Japan, the central uank an<l sole bank of issue, was estahlish~d in 1882, ana its capital is 
ownecl 55% by the Government nncl 4570 hy private subscribers, who h:we no voting power. At March 
31, 1976, The n nnk of Japan hnd total assets of ¥15,817 billion. The central uank ;icts as depository and 
fiscal agent for the Government. 

The functions of The Bank of Jap:in a.' similar to those of central banks in other industrialized 
countries. In 1iddition to is!.uing hnnk notes, it serves as the principal instrument for the execution of 
monetary policy by means of its lending policy, open mnrkct operations and deposit reserve requirements. 
Of these, the lending policy is the most important. Ju adclition, The Bank of Japan gives {,ruidance to 
private hanks regarding their lending policies and related matters. Due in part to the high debt to equity 
ratios of Jap;mesc comp:111ics nnd their heavy reliance generally on hank financing, such ndministrnti\'e 
b'ltidancc tends to be particularly eff cctive. 

Thu principal discou nt r:1lc now in effect is 6.5%1 which is npplied to commercial bills, loans secured 
uy Government sccuri1 ics and otht'r dcsiguatc1l sccuritic!l. An ncldition;)J 0.25% is charged for other 
securities disco•.mtcd. 

The deposit reserve rcquire111cnts for ba11ks amt <"crrain other financinl institutions arc subject to the 
approval of lite Minister of Finance. The legal 111:-1xi1rn1111 reserve requirement is ?.0% ( L005'o on resident 
foreign rnrrency <lcposits nn<l liahilitics rclnting to 11011-rcsitlcnts). Within this limit, The Bank of Japan 
mny fi x <liffcrcnt ratios for different cntcgories of designated nc.:counts and financial institutions. At 
present , the reserve rcq11ircmcnt £or dcrnan<l deposit s of lcndi11g banks is 3.0'}'o. 

Monctnry policy has played n p:irticul:\rly importnut role in the Japanese economy. Jn 19i2 s!iarply 
increasing economic activity created a condition or excess clc111:111d which caused prices to incre2se. fa 
rc5ponse to this situation The Bank of Japr111 in t9i3 n<loptcd a policy of monctnry rclltr:lint imple.'11C:'\tcd 
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by, among other thir.g5, increases 'in the official discount rate and increases in the deposit reserve 
requirements. This policy was maintained through 1974. Although price .;tabilization was achien.d, the 
Japanese economy entered into a recession and in early 1975 The Bank of Japan began to :ase mondary 

restraint measures. 
The following table sets forth the principal economic indicators relating to monetary policy from 19i .i. 

through 1975: 
Loans and Discounts 

Discount Reserve Money Sueply(c) All Ba.nks 

Ratc(a) Rcquircmcnts(b) Annual Annual 

High Low High Low Total(d) % Change Total(d) % Change 

(yen amounts in billions) 

1971. ....... .. 6.00o/o 4.75% 1.50% 1.507"0 ¥ 67,398 24.3% ¥49,048 24.210 

1972 .... ..... 4.75 4.25 1.50 1.50 84,041 24.7 61,599 25.6 

1973 ......... 9.00 4.25 3.75 1.50 98,189 16.8 71,853 16.6 

1974 ..... .... 9.00 9.00 4.25 4.25 109,494 11.5 79,614 10.8 

1975 ..... ... . 9.00 6.50 4.25 3.75 125,330 14.S 88,767 11.S 

--(a) The Bank of Japan discount rate for commercial bills. 
( b) Reserve requirements for demand deposits of leading banks. 
(c) Cash and demand, savings and time deposits, generally referred to as "M2". 

(d) As of December 31. 

Source: The Bank of Japan, E co1101111c Stctistics lvlontlzly. 

Government Financial Institutions 
A numbrr of fin:rncial institutions supplement the activities of private institutions. These arc 

corporatio11s under Government supervision, whose senior officials arc appointed by the Government ancl 
whose funds arc supplied principally by the Govc.rmncnt. Among these arc T he Japan Development Bank, 
The Export-Import Dank of j apan. whose purpose is to supplement nnd encourage the private finnncing 
of exports, imports and overseas invcst1ncnts, the Small Business Finance Corporation, the Housing 
Loan Corporation and the Ai;riculturc, Forestry and F:shcry f inance Corporation, whose purposes arc 
to supplement private financing in their respecti ve fields of activity. 

Private Financial Institutions 
The privntc h:tnking system includes 75 ordinary banks ( 12 city banks and 63 local banks), seven 

trust h:111ks, whose lmsincss corresponds roughly to that of commercial banks in the United States, and 
one L:wk spcciaJii ing in the foreign exchange field. 1 n addition, three long-term credit banks supply 
lone-term £um.ls to industry fo r plant and equipment cxp<'nditures. 

The n1uttml lo:\11 nnd savings hanlrn, credit associations, credit cooperative associations, labor crcdiL 
associations, the national federations of each of such associations and the Central Dank for Commercial 
nn1l J11d11strial Coopcrntivcs nrc mainly engaged in making small business loans. Agricultural coopcr:l­
ti vc associat ions, fcdcr:-itions of sud1 associations and the Central Cooperative Danie for Agriculture and 
Forestry operate in the field of agricultural crcdiL 

Securities Mnrlccts 
Japan ha:- extensive 111:1rkets for hoth equit y :\lid debt securities. There arc eight 1>tock e>. ·h:rngcs, 

257 securiti1·s crimpanics and ni11c i11ve:.t 111ent t rnst 111a11ar,c111ent con1pa11ies. The Tokyo Stock Excha:1~c 
i:-. the srco111l lari;e"t in the world after the New York Stock :::xrhangC' in terms o( value of shares t raded. 
A-. oi '.\I ay 31, 1976. 1>ccurit ics <if 1.429 b!>uers were listed 0 11 the Tokyo Stock Exchange, ind t!d ir~ t: 
sccnritics t>f IG private foreign companies, six fo reign sovcrnments, the World Tianlc nnd the .-\sicn 

Dcvclop:ncnl U:'.lnk 
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• GOVERNMENT FINANCE 

Revenues, Expenditures and B'.Ldgets 
The respo:isibility for the preparation of the budget and the administration of Government finances 

rests with the ~!inistry of Finance. The fiscal year commences on April 1, and the Cabinet usually submits 
the budget to the Diet ior its decision in January. New taxes may not be imposed nor expenditures made 
nor obligations assumed without the authorization of the Diet. Supplementary budgets revising the 
original budget may be submitted to the Diet from time to time during the fiscal year. 

The fiscal and financial operations of the Government and its agencies are budgded and recorded in 
three sets c1f accounts, namely, the General Account, the Special Accounts and the Government Agencies. 
The three arc closely interrelated and should be analyzed in light of their combined fiscal and mone­
tary impact. 

The General Account is useJ primarily to record operations in traditional areas of governmental 
operations. 

Special Account are set up for the purpose of segregating the accounts of certain functions of the 
Government in order to achieve more effective budgetary control and administration. Special Accounts 
can be grouped into the following general classifications: (i) Govemment activities of a specialized nature 
such as postal services, postal sa\'ings, national forest services and road improvement, ( q control 
programs under which basic foodstuffs, other commodities and foreign exchange are bought, financed 
and sold, (iii) insurance funds which transact all Government insurance business including welfare 
insur:111ce, unemployment insura11ce and postal life insurance, (iv) investment acct 11nts which invest in 
various loans and securities including obligations of the Government and Go\'emment Agencies and ( v) 
a consolidated debt service account, a reparations account and an account for transfers of lax moneys to 
local go\'crnments. Substantial transfers of fonds arc ma<l<' from the General Account to Special Accounts. 

Government Agencies arc Governm'!nl-owned corporations which conduct activities such as railway 
service, tclcgr.iph and telephone service, the tobacco and sail monopolies and certain banking functions. 
Some Government Agencies remit lncir profits to the General Account; other Agencies, including The 
Japan Development Bank, remit profits to Special Accounts; and still ot hers retain all profits. 

According to law, no debt, except short-term deLt to Le repaid within the fiscal year, may be issued by 
the Government except fo r public works expenditures, investments or loans. However, in December 1975, 
the Lnw Concerning A. Special Treatment in the Issue of Public Bonds for JFY 1975 was enacted, pursuant 
to which public honds in the amount of ¥2,090.S hillion were issued to finance the shortfall in tux 
revenu es. The Govcrn111cnt has presented to the Diet fo r approval a si111ilar measurn for ]FY 1976 provid­
ing for the Issuance of up to ¥3,750 billion of publir. honds. This measure was approved by the House 
of Representatives and was i.ubmitte<l to the House of Councillors before the Diet ended its 01 ' inary ~cssion 
c,11 Mny 2-~. 1976. However, 110 final nction l':\11 he 1kcn on the 111cas11rc by the Diet unless • is con\'oked. 

Each fi rcal year an amount equivalent to 1.6~& of the total outstanding debt at the beginning of the 
prec\·dinlt fi scal year and 11ol less than ouc-haH (one-fifth in the case of ] FY 1975) of any smplus 
rccorn"d in the General ,i\ccount fo r the year precccl ing the last fiscal year must be applied toward the 
1 l' tircmu1l of the Gove rnment debt. Heclcmption and iuterc~l pny1m:nts on the national debt and related 
adm111i;,t r.•tive expenses arc transferred from the General Account to the Debt Consolidation Fund 
Special An ount. The total amount estimated to be t ran sf erred for J FY 1975 is ¥1, 102 liillio111 o( which 
~322 billion is for rcdc111ptio11s, ·~752 hillion for interl.)St payments a11<l the rcmaimlcr for admin istrath·c 
expenses. 

The settlc11.~nt of accounts for revenues nnd cxpcntli tmcs is made by tl1e Ministry of Finance, based 
on reports s11bmil eel uy the respective Miuistcrs, The settlement of accounts is required by law to be 
audited an nually in detail Ly the Boa rd of Audit, :111 orr:::lll indcp<:ndcnt ' £ the Cabinet. An audit n:pon 
must he rnn<lc by the Cabinet to the Diet in tlw follow i11 g- fisc:il year. 

The following tab;-:s set Corth in£orm:ition with respect to tltc Gcncr:\l Account, the Special Acco~::its 
aud the Go\·ernment :\gl ncics 0 11 n settlcmc11L basis £or J FY I !>7 1 t hro11r,h J FY 197·1. The i11forrmtion :o:­
J F Y 1 97~ represents the 1evisrd budget ns approved hy the Diel 0 11 November 7, 1975. The informlti" :-i 
for J F \' 1976 represents thl' buclt;l'l as approved U)' the Diet 0 11 May 8, 1976. 
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Summary of Consolidated General and Special Accounts(a) 

JFY 
JFY JFY 

JFY JFY JFY 1975 1976 

.J21.!_ 1972 1973 1974 Buce;ct Budget 

(in !!ii lions of yen) 

Revenues 
Total Revenues, ~neral Account •• ••• • ¥ 9,970 ¥12,793 ¥16,761 ; 10,379 ¥20,837 ¥24,296(b) 

Total Revi:nues, St>'!'Cial Accounts .• •• 19,627 22,567 27,130 33,593 40,202 50,151 

Less: Inter-Acee unt Transactions( c) 10,912 12,578 15,727 19,223 20,990 26,046 

Total Consolidated RevC!lues ••• ••••••• ¥18,685 ¥22,782 ¥28,164 ¥34,749 ¥4-0,049 ¥48,401 

Expenditures 
Total Expenditures, General Account . • ¥ 9,561 ¥11,932 ¥14,778 ¥19,09!1 ¥20,837 ¥24,296 

Total Expenditures, Special Accounts .. 16,863 19,369 23,016 28,486 36,906 46,236 

Less: Inter-Account Transactions(e) 10,900 12,554 15,729 19,186 21,007 ~.041 

Total Consolidated Expenditures •••• • • ¥15,524 ¥18,747 ¥22,065 ¥28,399 ¥36,736 ¥44.491 
= 

Surplus of Consolidated Revenues over Con-
solidated Expenditures ••• . ••• ••••• ••••• • ¥ 3,161 ¥ 4,035 ¥ 6,099 ¥ 6,350 ¥ 3,313 ¥ 3,910 

(a) Because of the manner in which the Government accounts are kept, it is not practicable to show a 
consolidation of the Government Agencies with the General and Special Accounts. 

(b) Includes ¥3,750 billion of public bonds the issuance of which is subject to approval by the Diet. 

Sec text on preceding page. 
( c) Inter-Account Transactions include transfers between the General Account and the Special 

Accounts, transfers between the Special Accounts, and transfers bc!twccn sub-accounts of the Special 

Accounts. 

Revenues 
Taxes & Stamp Revenues , , ••• , • , • ••• 
Monopoly Profits . •• • ••• • • , . •... . •. • • 
Receipts from Surplus Recorded in the 

Preceding Fisc:il Year •• •. ••..•••• 
Public Bonds ..• ... •••••.•• • ••• . .•• •• 
Miscellaneous Revenues •.. ••••.. .• ••• 

Tota{ Revenues ............. ... . 

Expenditures 
General Aclministrntion ..••.... • .•.•• 
local Finance ......•••••.•.•.•.•.. 
Dc:fcnsc . , .•.. • ...• • ..••.•. . . ••• ••.•• 
'fhc Settlement 0£ Affairs after the 

Restoration of Pc:ice (includes Rep<· 
rntions) . . . , . . ...... . ...••...•.... . 

Conservatlun & Dc,·clopment of Lnnd .. 
Industries & Economy ...... •..••..•.• 
EducMio11 & Culture .• .. ... •......•.• 
Social Security, etc ......... . ... ... .. • 
Annuities & Pensions •••....•.•...•.• 
Nation:1 l Debt Ser\rice . . .......•....•• 
Other Expenditures . ..... .......... . 

Total Expenditures •............. 

Surplus of Rc\'enucs O\'Cr Expenditures ..•• 

General Account 

JFY 
1971 

¥ 7,9Z7 
291 

271 
1,187 

294 

:! 9,970 

¥ 636 
1,986 

694 

23 
1,792 
1,118 
1,099 
1,•19G 

331 
321 

-62 
¥ 9,561 
= 
¥ 409 

JFY 
197Z 

¥ 9,770 
339 

410 
1,950 

JZ4 
¥12,793 

¥ 803 
2,411 

813 

25 
·:,479 
1,34 l 
1,310 
1,880 

368 
45·1 

__ ·18_ 
¥11 ,932 

¥ 861 

(a) See Note (b) to preceding tnblc. 
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JFY 
1973 

JFY 
1974 

(in billions or yen) 

¥13,365 
356 

862 
1,766 

412 
¥16,761 

¥ 900 
J,255 

961 

20 
2,386 
1,990 
1,587 
2,4$3 

484 
G85 

27 
¥1'1.778 

¥ 1,983 

¥15,036 
342 

1,984 
2,i60 

857 
¥ 20,379 

¥ 1,196 
4,220 
1,234 

23 
2,792 
2,389 
2,238 
3,526 

590 
847 

44 
¥19.099 

¥ 1,280 

J FY 
1975 

Budget 

¥13,461 
337 

771 
5,480 

788 
¥ 20,837 

¥ 1,396 
3,398 
1,378 

18 
2,972 
2,418 
2,624 
4,518 

756 
1,102 

257 
.li=Z0.837 

JFY 
1976 

Budget 

¥15,519 
624 

29 
7,275(a) 

849 
¥24.296 

¥ 1,541 
J,973 
1,525 

6 
J,130 
2,635 
2,945 
5,359 

9S7 
1,665 
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JFY 
1971 

JFY 
1972 

Special Accounts(a) 

JFY 
1973 

JFY 
1974 

JFY 
1975 

Budget 

JFY 
1976 

Budget 
Rev. Exp. Rev. Exp. Rev. Exp. Rev. Exp. Rev. Exp. Rev. Exp. 

(in billions of yen) 
Trust Fund Bureau • . ¥ 1,03i ¥ 1,035 ¥ 1,290 
National Debt Consol­

idation Fund •.•••. 

¥ 1,298 ¥ 1,609 ¥ 1,607 ¥ 2,036 ¥ 2,033 ¥ 2,727 ¥ 2,727 ¥ 3,421 ¥ 3,421 

Foreign Exchange 
Fund •••.. ..•••... 

Industrial Investment 
Re,Parations ancl Other 

Special Foreign Ob-
ligations •••••••• •• 

Allotment of Local Al­
location Tax and 
Trans£erred Tax , . 

National Schools • , .. 
Welfare Insurance .. 
Nationil Pensions ••• 
Foodstuff Control . •• 
N~tional Forest Serv-

Jce •••• • •••••• • • • • 
Specific Land Im-

provement , • , , ••.. 
Export Insur.i.nce •.•• 
Harbor Improvement 
Airport Improvement 
Postal Service ..• . • . 
Postal Savings .•.• . • 
Postal Life Insurance 

and Postal \nnuity 
Lal'Or Accident Insur-

~nee ........... . . . 

WJ 
119 

18 

2,238 
354 

2,216 
466 

5,057 

191 

49 
36 

144 
39 

915 
673 

918 

Road Imvrovcmc:nt . . 858 
Flood Control . . • . . . 307 
Others . . . • . . . . . . • . • 1,527 

Total Revenues :ind 
Expenditum(b) ¥19,627 

Number of Special 
Accounts for Years 
Shown •. •. . • • • •• . 43 

2,130 

40 
111 

8 

2,235 
349 

1,196 
252 

5,035 

213 

46 
5 

138 
34 

883 
539 

405 

2,308 

87 
108 

19 

2,848 
414 

2,684 
577 

4,617 

236 

51 
41 

182 
67 

1,203 
841 

1,126 

1,256 
852 1,115 
303 404 

1,054 1,093 

2,209 3,312 3,083 3,528 3,250 3,938 3,938 6,029 6,029 

76 
97 

13 

2,846 
393 

1,453 
338 

4,601 

231 

48 
5 

169 
55 

1,166 
682 

452 

1,084 
1,098 

393 
662 

201 
139 

16 

3,593 
502 

3,397 
764 

4,922 

49 
47 

176 
68 

1,359 
1,048 

1,361 

1,538 
1,083 

388 
1,269 

200 
138 

16 

3,592 
462 

1,850 
'181 

1,,916 

249 

47 
8 

157 
51 

1,373 
875 

515 

316 
99 

9 

4,593 
673 

4,654 
1,180 
5,734 

320 

so 
64 

196 
86 

1,797 
J,309 

1,645 

1,279 2,061 
1,062 1,219 

377 450 
__ 67_8 _!2?i 

96 
98 

394 394 298 298 
86 86 80 80 

8 

4,589 
635 

2,702 
894 

5,720 

314 

48 
8 

178 
75 

1,753 
1,198 

641 

9 

4,893 
746 

5,662 
1,514 
7,428 

394 

62 
73 

189 
86 

2,164 
1,564 

1,982 

1,747 2,74J 
1,213 1,183 

443 523 
__ 8_4_3 1,842 

9 

4,893 
746 

3,614 
1,414 
7,428 

407 

62 
73 

189 
86 

2,164 
1,550 

861 

3 

6,841 
846 

7,130 
1,975 
8,375 

436 

81 
98 

205 
102 

2,636 
2,101 

2.353 

2,743 3,286 
1,183 1,236 

523 522 
1,816 2,()97 

3 

6,841 
846 

4,608 
1,975 
8,375 

438 

81 
98 

205 
102 

2,636 
2,101 

987 

3,285 
1,236 

522 
2,068 

¥16,863 ¥22,567 ¥19,369 ¥27,130 ¥ 23,016 ¥33,593 ¥28,486 ¥40,202 ¥36,906 ¥50,151 ¥-l6,236 

41 41 42 41 41 

(a) Rc\"enues and expenditures shown in this table reflect only cash receipts and disbursements for all Special 
Accounts except Trust Fund Bureau and Foreign Exchange Funds Special Accounts. For these Special Accounts reven­
ues and expenditures indicate profit and loss transactions. 

(b) \Vit hou t adjustment for inter-account transactions. 

Jnp:in TobJcco nnd Salt Cori10-
ration •....•. . .••.......... 

Jap:111ue Natio11:1l lhilw:iys .. 
Nippon Tclci:raµh & Telephone 

Public Corpor:ition . •....••. 
The Japan Development Bank 
Olhers •.•.... •....• •••..••.. 

Total •........•.••... 
Surplus of Re\•enucs over E.~-

penditurcs ••.. . ......•..... 
Number of Agencies for Ye.vs 

Sho\vn •... • ...•.•.. . ..••.. 

JFY 
1971 

Rev. E:c;>. 

Government Agencics(a) 

JFY 
1972 

JFY 
1973 

JFY 
1974 

Rev. Exp. ~ ~ Rev. Exp, 
(in billions of yen) 

JFY 
1975 

Budget 
Rev. Exp. 

JFY 
1976 

Budget 

Rev.~ 

¥ 942 ¥ 6-13 ¥1,027 ¥ 687 ¥1,113 ¥ 771 ¥1,209 ¥ 987 ¥1,355 ¥1,181 ¥ 1,819 ¥ 1,313 
1,922 1,900 2,303 2,255 2,61 I 2,738 3,'l/7 3,162 3,533 3,533 4,105 4,105 

1,829 
12a 
468 

¥5,289 

1,816 
101 
452 

¥4,912 

¥377 

14 

2,\97 
MS 
565 

¥6,237 

2,149 
116 
5j5 

¥5,742 

¥-195 

15 

2,513 
\64 
671 

¥7,072 

2,-125 
134 
650 

¥6,718 

¥354 

15 

2,917 
191 
861 

•¥8,455 

2,901 
153 
8311 

¥8,(137 

¥41 8 

IS 

3,366 3,31i6 
231 186 

1,099 1,123 
¥9,SS4 ¥9,389 

¥19j 

IS 

4,068 
27() 

1,375 
¥11,637 

4,06e-
227 

1.400 
¥11,113 

~524 

15 

(n) With re.;pcct to Nippon Tclci;raph & Telephone Public Corporation and Jap:111ese 1\ationnl Railways, rev­
enues nncl expendit ures shown in this table rcncct 011ly cash receipts (i11c111tli111: borrowed funds) and casn clisbu:sc­
ments (including debt scr\'icc and capital expenditures). \\'ith respect to nil of thi.: other Ageucies e.xcep: Japan 
Tobacco and Salt Corporation, re,·cnucs nntl expenditures i nrlic:lte profit nud loss transactions. With respect ~o Japan 
'l'obncco ancl S:1h Corpor:ition, revenues antl expenditure~ reflect cinly cash receipts (not inclucling borrowed iunc:> ) and 
cnsh disbursc:'l1ents (not including debt service hut incluclin0 capital expenditures). 
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Tax Structure 

Aggregate ta.x revenues, includfng national and local ta."es, have averaged about 20% of gross 
national product for each year since 1950. This compares with tax revenues as a percentage of gross 
national product du1 ing 1972 of 28.1 % in the United States, 36.0?'o in the Federal Republic of Germany, 
35.8% in France and J.Uro in the United Kingdom as set forth in the Rcve1111e Statistics 0£ the 
Organisation for Economi~ Co-operation and Development. 

Taxes are le,ied by the central Government as well as by local governments. Central Government 
direct taxes in JFY 1974 amounted to 74% of total tax revenues. The most important direct taxes are 
those on individual and corporate incomes. For JFY 1974 these ta."cs accounted for 34% and 37%, 
respectively, of total central Government ta.'< revenues. The two most important indirect taxes are those 
on liquor and gasoline, w!:ich each contributed 510 to total JFY 1974 tax revenues. Local governments 
receive 32% of the total revenues from income truces on individuals and corporations and from liquor taxes. 

The personal income tax is progressive. Rates range from lO«}"o to 75% of taxable income. The 
corporate tax is based on a rate of 4070 on income above ¥7 million and 28% on income of not more than 
¥7 million. However, the reduced tax rate on the first ¥7 million is not applicable to large corporations 
with a capital o( more than ¥100 miilion. The corporate rax rates are reduced to 30% and 22%, 
respectively, on income distributed as dividends. 

Interest on deposits may be taxed separately or in the aggregate at the taxpayer's option. Interest 
income from deposits, public bonds and debentures is cxerr.pt from tax if the principal amount on which 
inter<'.st was earned by any one taxpayer does not exceed ¥3 million. The interest 011 central Government 
bonds not exceeding ¥3 million in principal amount may acldil ionaUy be exempt from tax. 

Fiscal Investment and Loan Program 

The Fiscal Investment and Loan Program is drawn up anmtally by the Government together with the 
budget, and since ]FY 1973 all of the Progrnm has been subject to Diet approval. The sources of funds 
for the rrogram in JFY 1976 arc the Trust Fund Bureau F1111<l (;o.r8,GU billion) , the Postal Life Tu­
surancc Fund (¥1, 159 billion) , Government guarnntcccl boncls nnd borrowing.; (¥768 billion) and the 
lndustrial Jovestment Special Account (¥70 billion). The ::illocation CJf funds is made with the objective 
of enhancing public welfare and with a view toward contributing to the i111plcmentatio11 of pr~v:.iiling fi scal 
and monetary policy. Under the Program, the Government makes loans to Go vernment A~cncics, puLlic 
corporations, the Special Accounts of the budget and local go\·crnmcnts. The funds s~pplicd under the 
Progrnm are the major source of funds for agencies such as the Jnp:mcsc Natiunal lfoilways, the l1011sing 
Lonn Corporation, the Pc.>plc's Finn11ce Corporation, The Jn pan Development Hauk, 'fhc l.'..xport-I mpon 
Dnnk of Japan, the Jap:in Housing Corporation ~111<.l the Japan Highw~1y Pul.Jlic Corporation. These 
organiz.ntio11s in turn finru1cc or directly construct projects for i1 lmtry, housiu~. pul;lic service facilitic~, 
welfare and education faci lities and other projects in nccorcfa11cc with the priorities of puLl1 · policy. 
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The following table shows the principal uses of funds in the Program: 
• JFY JFY JFY JF' ' 

1971 197Z 1973 1974 
(in billioM of yen) 

Housing .... ....... ... ...... .. ... ¥ 924 J; 989 ¥1.173 ¥1,707 
W:i~er Supply, Sewers and Other Util-

1t1es .•••.••••••••• . • • • • • • • •• • • • 713 1,012 1,12! 1,451 
Small and .Medium Size Enterprises •• 893 948 1,475 1,793 
Roads ........... ......... ... .... 409 580 656 686 
Transportation and Communication •• 630 875 1,081 1,256 
Fo~eign Trade and Economic .Coopera-

t1on ••.•.•••.. ••• . • •• • • \ • •••• •• 389 414 601 6>·i 
Others .... ...... ... .. ....... ..... 1,051 1,220 1,306 1,473 

Total .................... ¥5,009 ¥6,038 ¥7,413 ¥9,060 

(a) Estimated Program. 
(b) Initial Program. 

JAPAN PUBLIC DEBT 

JFY 
1975(a) 

¥ 2,387 

1,821 
1,731 

796 
1,355 

746 
1,870 

¥10,706 

JFY 
1976('0) 

¥ 2,413 

1,685 
1,700 

806 
1,213 

868 
1,874 

¥10,619 

The following table summarizes, as of the dates indic:tted, the outstanding direct internal aml external 
funded ancl floating debt of Japan. The term "floating debt" is used herein to mean all debt with maturities 
of one yc.1r or less from the date of issue. All other debt is cl:tssified as "funded debt". 

Summary of J npan Public Debt(a) 

Aso( Funded F lonting T otal 
March 311 Int em al Extern:il Tot;il Internal Public Debt 

(In billions of yen) 

1971 .... ........ ...... .... .. ¥ 3,522 ~9 ¥ 3,<'l' ¥2,615 ¥ 6,226 
1972 .. ..... ........ ...... ... 4,633 77 4,710 2,896 7,606 
1973 . . ...... ........ .... .. ... 6,492 72 6,564 5,140 11,704 
1974 .......... ... ... .. ...... 8,283 40 8,323 4,832 13, 155 
1975 ........... ..... ........ 10,539 36 10,575 5,134 15,709 
1976 .... ' ......... ... ....... 15,973 33 16,006 6,789 22,795 

(a) Docs nol include obligal.ons <lcscribc<l undcr "Miscellnncous Oblig:ltions". 

As of March 31, 1976, Jnp:tn had {,'ll:tr:tntccd payment of principal and interest of various internal 
yen obligations in the aggregate principal amount of ~2,64:\ hillion :rnJ various external obl igations 
oggrcgnting ¥622 billion. In addition, The j :ip:lll l)cvclopmcnt Hank :tml The Export-Imp1 .rt Dank of 
japan had g11aranteed the principal and interest oC cxtcrn:tl oblications amounting to ¥313 !Jillian :-is of 
?1forch 31, 1976. 

Jnpan's total direct funded debt nt the end of J FY 197·1 rcprc cntcd :lpproximatcly 7.85(> of the JFY 
197•1 cross nation:tl product nnd amountctl to approximately $312 per c.'lpita. P:-iymcnts of pr incipl\I :ind 
interest on Jopan'~ direct external funded debt amo11ntccl to $19..J 111illio11 t'!llivalcnl in 197•1 :rnd $17.8 
million cqui v:\lent in 1975, in each case representing 0.0370 of the m :cipts of the current nccount of the 
bnlancc o( payments for these years. l 1:ty111cnt s nf JH indp:tl :111tl i11terc:st 011 public :ind pri vnte japa:leSc 
c.xlcmnl funded debt nmount cd to $RfH million eq11iv:i.lc11l in 197•1 and $833 million cquivalc:nt in 19i.:i, 
representing 1.3% nncl 1.2~o , 1cspectivcly, of the rcccirts of the current nccount of the h:il:rncc of p~ymc.i:s 
for thCje years . 
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The aggregate annual payments of principal in respe..:t 'of the direct internal and external funded debt 
of Japan outstanding at ).!arch 31, 1976 are set forth below for the periods indicated: 

Prin..:ipal Payments on Direct Funded Debt of Japan(a) 

Internal External 
Deutsche Swiss 

JFY Yen Dollars Pounds Marks Francs Total 

(in millions) -----z;nthousands) (in millions 
of yen) 

¥ 503,302 
1976 •.•••.. •....•.•.......... ¥ 499,725 $2,662 £ 100 DM 28,000 

106 28,000 454,401 
1977 •• ••.••••.•......•......• 451,011 2,040 

1978 •.••. . .•.•..•••.• . ...••.. 799,147 2,0~0 ll3 28,000 SF 50,000 806,552 

1979 •••••••• . ••••••.•• . ..•• •• 65,658 1,767 12() 28,000 68,975 

1980 •••. •••• ••.•. ••. .•..•.. •• 71,384 127 8,000 72,250 

1981 •.••... . .•••••.... •...•.. 567,777 13.\ 8,000 568,649 

1982-1985 ·· ·· ···· ············ 13,197,758 6,709 12,000 60,000 13,209,102 

1986-2005 .... ...... .. .... . .... . 320,207 _3.~39 
322,486 

Tot.al ••..... . ... . . ¥15,972,667 ~.509 £10,248 DMH0,000 SF1101000 ¥16,005,717 

(a) Actual principal payments may vary from the amounts shown since prepayments will 
increase the amounts shown whereas rcfuntlings will defer such amounts. Amounts do not include: 
obligations described under "Miscellaneous Obligations". 

There ha:; been no default since the establishment o[ the modern Japanese State in 1868 in the pay· 
mcnt of intere:il or principal of any internal Japanese Government obligation. 

Since the first incurring of foreign debt by Japan in 1870, the full amount of principal and interest on 
all Government and municipal• foreign dcht has always been paid on the due date in l:l\\ £ul currency of 
the country where payable at the time of payment, except as prevented by disru ption during 'vVorld Wnr 

II nnd in the post-war period as indicated below. 

Payment of interest nnd principal of all Japanese Government, municipal :\lld corporate dollar bonds 
wns suspended from December 8, 19·H through Decernbcr 22, 1952. On November 24, 1952, Japan made 
an offer o{ settlement to the holders or all Japan<' .e dollar bonds pursuant to which: 

(i) ]npan offered to assume full liability for all corporntc nnd municipal bonds, the issuers of 
such bonds to be released from all liabili1ic5 under such bonds ; 

(ii) Maturities of the dollar bonds were to be cxtencl~d by ten years from the original dates in 
cnch case, nnd i11tcrcst was to be p::1id nt the original r:itcs n11d on the snntc scmi-nnn11al interest dalts 

tht·ough the extended life of the bonds. 

(iii) "Arrears Coupon Strips" were to be given lo lhc l>ondholder11 covering the period Decem­
hcr 22, 19·12 through Scptcmher 25, 1952. the cmtpmrn t1l provi1\c for interest al c•l ntractual r:ltcs, mHI 
payment to be made in c.ich cnse ten years nftcr the elate orii;inally speci fied i nnd 

(iv) Thi~ ofTcr wns to remain opw for acceptance unlc~s nnd 1111til the J n 11:rnc~c Go\'crn111cnt 

notified the fiscn l agcntll to the cont inry . 

. 
• Service 0,1 the City of Toltyo 570 I .nan of 1912 issuc<l in (i'mnce wns Interrupted in Mnrch 1928 due 

to a <lb putc het\\ CCrt the i ..;~\1 cr :inti honclhohlcrs ns to whether the 110n<ls were Jl<lynLlc in p{J\1nd' ~tcrlin~ 
or i11 French frnm·~. The issuer co11ti 111u•cl to ttt:il<c payments In French franci1 to the Fiscal A J!Cllt i" 
Jap:m, hut the £u11th were not lt :111:,fo m .. '<I to th1. French pnyi11j: ngent ci. In tC)GO, n comprnmi\c n1>rce­
mcnl wn~ ~igncd and ~. s of Mnr-11 31, 1976, 9•1 .811~ of the out.,t:111ding 11011<1' I.ad l1.:c11 pu1rl1:m:d in 

nccordancc with the agreement. 
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Tb.is offer is open at present and as of December 31, 1975 had been accepted by the holders oi SSl.4% 
of the outstanding dollar bo!'lds. Interest and sinking fund payments as to bonds held by persons 2cc<!;>:.ir.g 
the offer w.:re resumed in 1952. 

Debt settlement offers to holders of Japan's sterling and French franc bonds were made on November 
24, 1952 and February 28, 1957, respectively. These offers, except the part of the offer to the holc!ers of 
French fra.r::c bonds pertaining to repurchase of bonds, which terminated on February 28, 1958, are still 
open. As oi ~larch 31, 1976, thf' l.v!..! ..... s of 99.7% of the outstanding sterling bonds and 94.8% of the 
outstanding French franc bonds bd ~i::~epted these offers. 

INTERNAL DEBT 

A. Direct Debt of the J apanese Government 
I. FUNDED DEBT ,. 

T itle and Intereat Rate 

1. Bonds 
6~% Treasury Bond, 26 Series( I) .... . . . .... . 
7% Treasury BoncJ, 7 Series( !) .•.•..••• . •• ..• 
7Yi % T reasury Bond, 7 Series ( 1) . .... ....... . 
8% Treasury Bond, 14 Series( I) . ... . . . . . .. .. . 
6% Bereaved Family Treasury Bond, 8 Scries(2) 
6% Repatriation Tre:isury Bond, 9 Scries(2) .... 
Non-interest Special Benefit Treasury Bond I, 7 

Scrics(2) ..... .. .......... . .. . . .. . . .. •.. . . 
Non-interest Treasury Bond for Special Condo-

lence, 3 Series (2) ... . ........... ... .• .•... 
Non-interest Special Benefit Treasury Dom! II, 9 

Scrics(2) ....... . .. . . . .... . ....... . .. .. . . 
Non-interest Special Benefit Treasury Bond III, 3 

Scries(2) ........... ..... .. .... .... ..... . 
Non-interest Repatriation Special Benefit Trca.sufj 

Bond, 8 Scrics(2) ••... , .... . . ... .. . .• , .• .. 
Non-interest Spe<:i:U Dcncfit Treasury Bond IV, 2 

Series (2) . . ... .... . . .. . .. . . . ... . .. ... . .. . 
Nor -interest Special IlCJ1cfit Trcnsury Dond V, 3 

Scrics(2) ... ... .. .... . .. . ...... .. .... . .. , . 
Non-interest Trc.1s11ry Bond for Spccinl Condo-

lence I I (2) ... . ........ ... .. . . . . . . .. . . ... . 

Vear of 
Issue 

1969-1973 
!972-1973 

1974 
1974-1976 
1967-1974 
1966-1975 

1966-1975 

1966-1972 

1966 ,~975 

1972 .. 1975 

1967-1974 

1973-1974 

1973-1975 

1975 

Year of 
Matu~ty 

1976-1983 
1982-1983 

198~ 

1984- .986 
1976- 1983 
1976 ·1985 

1971.-1985 

1976-1982 

1976-1985 

1977-1980 

1977-1984 

1983-1984 

1977-1980 

1985 

Prindpal Amount 
Outstanding 

March 31, 1976 
(in mllllons 

of yen) 

¥ 3,986,612 
2,132, 132 
1,888,722 
7,078,127 

128 
0 

271 

3,6-tO 

2,150 

2 

28,495 

162,245 

1,736 

20,389 

1"otal Donds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ¥15,304,649 
2. Borrowings 

0-3~% Extraordinary Mititnrv Expendi tre . . . . 
6.570 Ex-Ryukyu Govemmcm . .. ... . , . , . ... . . 
Nntionnt Pn;perty Special Consolidation Fund 

( 6.2ro·B.07o) ..• ....•... ..•. . . . ....• · . · .. · 
Nntional Schof'ls (6.27o·8.0%) . ........... .. . 
Nntion:U Hospitals ( 6.270-8.0%) . ..... . .. . .. . . 
Special Lnnd fmprovemcnt (6.0~·8.0%) . . .. . . . 
Poi.ta! Scn ·iccs (G.5%·8.0?'o ) . ... .. . ... ...... . 
Flood Control (6.2%·8.0~~ ) .... .. . . . . . ..... . 
Finance for U rbnn Rcclc\'clopment ( 6.2%-8.0'Yo ) 

1943-19·l5 
1972 

1972-1976 
1972-1976 
1963-1976 
1962-1976 
1962-1976 
1 97~\. J 97b 
1967-lYi G 

(3) 
1978-1982 

197C- 1985 
1979-2000 
1988-2001 
1992-2006 
1977·2001 
1980-198·• 
1976-1986 

Totnl Borro\ving~ . . .. . .. .. ...... . .. . . ... . . . ... . ...... .. . . ...... . . 

Total Direct Intemnl FuntlccJ Debt . •• . •.. .. . •.. . .. .. .. . ••...••.. 
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¥ 41,'122 
3,0H 

96,530 
6S,202 
82.·153 

IW,319 
1·11,5 1 

1.671 
72. ~o 

~= oc.3.01s 
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II. FLOATING DEBT 

Title 

F . .... g.1 Exchange Fund Bills, 25 Series .. . ....... . 
Food Bills, 17 Series .............. . ........ .. .. 
Note in Substitution for Currency of the International 

Development Association ( 4) .. . ..... . ........ . 

Interest or 
Discount 

5.625% 
5.62510 

Non-interest 
bearing 

Note in Substitution for Currency of the International 
Monetary Fund(4) ............... ...... ... .. Non-interest 

bearing 

Note in Substitution for Cnrrcncy of tr.e Asian De-
velopment Bank(4) .......................... Non-interest 

bearing 
Note for Contribution to the Spt:cial Ftctds of the 

Asian Development Bank ( 4) • . . . . . . . . . . . . . . . • . Non-interest 
bearing 

Note in Substitution for Currency of the African 
Development Fund(4) . . . . ........•.•... •. •• . . Non-interest 

bearing 
Industrial Investment . • . . . . • • .. . .. .. . . .. . . .. . .. 7.510 
Allotment of Local Allocation Tax and Transferred 

Tax .. . .. , .... .... .............. .. ...... ... . 
Welfare Insurance • •.. . . . . ...•.. . .... . •...•. . . . 
Postal Services . . . . . . . . • . . . . . . . . . . . . . . . . . . . ... 
Alcohol Monopoly .•...•..... . ....... . ..... .. .. 

7.5% 
1.sro 
7.5 1~ 
7.5% 

Year of 
Maturity 

1976 
1976 

Payable on 
demand 

Payable on 
riemand 

Payable on 
demand 

Payable on 
demand 

Payable on 
demand 

1976 

1976 
1976 
1976 
1976 

Principal Amount 
Outstanding 

March 31, 1976 
(in millions 

of yen) 

¥ 2,819,497 
1,303,575 

81,054 

298,518 

19,152 

70,112 

2,999 

2,000 

1,287.940 
654,844 
247,500 

2.300 

'fotal Direct Internal Floating Debt . . . . . . . . . . . . . . . . . . . . . . . . . . ¥ 6,789,491 

Total Direct Internal Debt . . . . . . . . .. . . . .. . . . . . . . . . . . . . . . . . . ¥22,762.158 

B. Debt Guctranteed by the Japanese Government 

Dcac:rlption 
J. FU!'IOf.D OF.OT 

Princip:il Amount 
Outata nding 

March 31, 1976 
(in millions 

of yen) 

1. Donds issued b/ sixteen Government-affiliated corporations ............ . 
?.. Borrowings of six Govcrnment-aniliated corporations ................. . 

¥2,417,227 
216,691 

Totnl Ttttcrnnl Funded Debt Guaranteed by the Japanese Government ¥2,633,918 

J J. FLOATING DEBT 
Borrowings of two Govcrnment-nffilinted corporations ....... . ............ ¥ 8,687 

Total lntcrnal Debt Guaranteed by the J :1pnnese Government ....... :.r2,6-12,605 

( I) or these honcls, ¥ 112,489 millio1\ Wl'rC issued in exchange for Governmcnt debt incurred ptior to 
1945 and hclcl by The Bank of Japnn nm.I other banks. 

(2) These Treasury bonds are non-tr.u1:.£errablc and were issued in lieu of cash payments to satisfy 

obligations crc:ited by vnrious laws. 
(3) Represents borrowings by Ilic Government f rnm spccinl corporations of currencies of arcn:; under 

Jnpancsc control during \.Vorld War ll. 1 1.c maluri'> nf such borrowings and other matlcrs rci:\tin { to 
such borrowings remain undctcm1incd. 

( 4) These obligations, which nrc gcncrnlly p:lynblc 10 international finnncinl org:u1izations, a~e 
denominated in yen and arc officinlly classified by the J npn11c ·c Govcrrunent as internal debt. 

47 



EXTERNAL DEBT 

A. Direct Funded Debt of the Japanese Government 

Title and Interest Rate 

Bonds Issued by the Japanese Poverruncnt(2) 
Dollar Bonds 

Japan 5~% .. .. . •.••••..• . . . ..... . 
Pound Sterling Bonds 

J apan~se Government 4% ........•.. 
[Coupon Strip J 
Japanese Government 6% ...... .. •.. 

Swiss Franc Bonds 

Japanese Government 5,0% ........ . 
Japanese Government 5~% .. .. . ... . 

Deutsche Mark Bonds 

Year of 
Issue 

1963 

1910 

1963 

1964 
1968 

Year of 
Maturity 

1980 

1985 

1988 

1979 
1983 

Principal 
Amount 

Outstanding 
March 31, 

1976 

$ 8,509,000 

£ 6,107,740 
[12,142] 

4,161,400 

SF 50,000,000 
60,000,000 

EqwvJ.lent 
in Yen of 
Principal 
Amo1mt 

Outstanding 
March 31, 

1976 
(in millions 
of yen)(l) 

¥ 2,621 

¥ 4,902 
[10] 

3,340 

¥ 4,010 
4,813 

Japanese Government 6% . . . . . . . . . . . 1964 1979 DM 80,000,000 ¥ 7,646 
Japanese Government 7% . . . . . . . . . . . 19~ 1983 60,000,000 5,735 

Total Direct External Funded Debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . • ¥33,067 

B. Funded Debt Guaranteed by the Japanese Government 

Year of Deacription and Interest Rate Issue 

Bonds and Dorrriwings by and Deposits with Japanese 
Danks, Corporations, Government Agencies and Mu-
nicipalities 

5.375%-10.5% . . . . . . . . . • . . . . . . . • . • . . • • • . • • • • 1957-1976 

Year of 
Maturity 

1976-1991 

Equivalent 
in Yen of 
Principal 
Amount 

Outatanding 
March 31, 

1976 
(in mllliors 
ofycn)(JJ 

¥622,199 

The foregoing bonds, borrowings and deposits :ire clcnominatc:l :md repayable in dollars, Deutsche 
mnrks and Swiss francs. The respective amounts thereof maturing in each such currency in each of the 
various periods and the yen equivalents thereof arc shown in the following table: 

JFY 1976·1977 ........ . ....... . 
JFY 1978-1979 ............... .. 
J FY 1980-1 981 ............... .. 
JFY 1982-iS86 ........ .. ..... .. 
J FY 1987-H'90 ............... .. 

Totnl . .... ....... . 

Doll4n 

$ 167,512 
1,176,320 

119,135 
I 18,689 
61,665 

$ 1 ,(~13 ,32 1 

Deutacho Marla 
(in thousands) 

DM 164,000 
154,000 
271,000 
1.16,000 

10,000 
J)l\f l,038,000 

Swiss Francs 

SF 26,0CO 
80,000 

JCH,000 

SF 210,000 

Yen 
(In mlUlons) 

¥ 67,269 
377,026 

6-J,96S 
84,6M 
'8,290 



• 
C. Funded Debt Guaranteed by qovernment Agencies 

Desc:lplion and Interest Rate 

Bonds and Borrowings of, Credits Obtained 
by and quarantee Obligations of Japan'ese 
Corporations 

Year of 
Issu" 

s.sro-9.75%(3) .•. ...••. : . . • . . . . . . . 1957-1975 

Year of 
Maturity 

1976-1992 

Equivalent 
in Yen of 
Principal 
Amount 

Outstanding 
M:lrcb 31, 1976 

(in millions 
of yen) (1) 

¥312,752 

The foregoing bonds, borrowings, credits and guarantee obligations are denominated and repayable in 
dollars, pounds sterling and Swiss francs. The respective amounts thereof maturing in each such currency 
in each of the various periods and the yen equivalents thereof are shown in the following table: 

]FY 1976-1977 ............ . ... .. .. 
JFY 1978-1979 ... .. . ............. . 
JFY 1980-1981 ................... . 
JFY 1982-1986 ............ . ...... . 
]FY 1987-1991 . ............ . ..... . 

Total ..• .•..••••• . . • •. 

Dollars 

$222,252 
212,557 
156,915 
253,555 
110,206 

~~ 

Pounds Swiss Francs 
(in thousands) 

£ 4,726 
3,646 SF4,SOO 
3,646 
6,489 

£18,507 SF4,500 

Yen 
(in millions) 

¥ 72,247 
72,003 
51,256 
83,303 
33,943 

¥312,7~.J. 

( 1) Translations of amounts in foreign currencies to amounts in yen in this table arc ,.,.., le at the 
central rates communicated to the IMF as of December 31, 1971, except for conversion of Swi:;s +,;mes, 
which is made on the basis of the gold value of the Swiss franc as reported by Switz~rland to the 
European Monetary Agreement. The rates are as follows: 

1 $ =¥308 

1 £ =¥802.56 

1 DM =¥ 95.58 

1 SF =¥ 80.21 

The yen equivalent o{ (a) direct funded debt, (b) funded debt guaranteed by the J apanese Govern­
ment an<l (c) funded dcht guar:mteed by Government agencies, translated at exchange rates in effect 
in New York City on March 31.1 1976, were, respectively, ¥37,901 million, ¥639,280 million and ¥297,357 
million. 

(2) The sterling bonds shown in this table include the relatively small amount of bonds whose holders 
have not accepted the respective debt settlement offers. They also include all sterling bonds 1 cvalidatcd by 
March 31, 1976. Jn addit "' n to the principal amount of bonds outstanding, $2,107,291 and £512,428 of 
matured bonds (together with Coupon Strips of $1,682,791 and £349,021, respectively) wer~ held by 
persons who had not accepted the respective debt ::;cttlement ofTcrs as of Marcl 31, 1976. 

(3) Certain obligations are at floating interest rates ranging from 0.625% to l 50% per annum abo\'e 
the prime rates charged by various United Stntes banks. 

MISCELLANEOUS OBLIGATIONS 

After W orld War II, Japan entered into agreements to pay reparations to four countries. The only 
signific:mt such agreement under which Japan remains obligated is with the Philippines. T he agreeme:1: 
c:ills £or p:tyment in i;oods and services in approxim:itcly equal annual amounts, subject to the nvaiJability 
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for delivery of such goods and services. The value of remaining payments as of June 30, 1976, all oi 
which are expected to be made by July 22, 1976, is $13,392,068. 

Addition:!.lly, Japan entered into voluntary economic and tecnnical cooperation agreements with 
various count.-ies which did not or could not otherwise claim reparations from Japan. Such agreements 
still remain ic effect with Burma and require Japan to supply goods and services on generally the same 
terms as contained in the Philippines reparations agreement. The valul' of payments remaining to be 
made as of June 30, 1976, -a.11 of which are expected to be made by Apri. LS, 1977, is $10,726,556. 

SUBSCRIPTIONS TO INTERNATIONAL FINANCIAL ORGANIZATIONS 

Japan is obligated to contribute to the capital subscriptions and, in some cases, t.o the additional 
financing requirements of certain international ort;anizations in which it participate!1. Certain of its 
obligations to such organizations are set forth on pag! 47. Additional information is provided below. 

Japan's current :;ubscription to the International Monetary Fund is SDR 1,200 million (equivalent 
to $1,404.8 million as of December 31, 1975). Of Japan's subscription, 25% was paid in gold, 1 % in yen 
and 74% in non-negotiable, non-interest bearing notes payable on demand in yen. 

Japan's subscription to the capital of the World Bank is $1,234.1 million. Of this amount, 10% has 
been paid (9% in yen and 1 % in dollars) and 90% is callable by the World Bank if required to meet its 
obligations in respect of funds borrowed or indebtedness guaranteed by the World Bank. 

Japan's current subscription to the capital of the International Development Association is $776.5 
million. Japan's subscription to the capital of the International Finance Corporation is $2.8 million. 

Japan's subscription to the capital 0f the Asian Development Bank ("ADB") is $(i03.2 million, 
representing 12.8% of the ADB's total subscriptions. Of this amount, 32% represents paid-in capital 
and the remaining 68% is callable by the ADB if required to meet its obligations in respect of £unds 
borrowed or indebtedness guaranteed by the ADB. 

Japan's subscription to the capital of the Afric:rn Development Fund, an affiliate of the African 
Development Bank, is $16.7 million. This subscription represents 11.3% of the African Development 
Fund's total subscriptions. 

Japan's subscription tu the inter-regional capital and its contribution to the Fund for Spc:cial Operation 
of the Inter-American Development Dank will be $68.7 million each. 

OFFIC'TAL PUBLIC DOCUMENTS 

The documents referred lo in the portion <>f this Prospectus relating to Japan as being the sources of 
fiuanci:ll or statistical data set forth therein arc in all cases official public documents of Japan, its agencies 
or The Bank of Japan, with the exception of the United Na ions, T/ic De111ographic Y carbook, 19i ./; 
Japan Productivity Center, Quarterly Jo11r11al of Prod11cti11ity; the International ~Joneta11• Fund, 
IntBn1atio11al Financial Statistics; and the Orgnni sntion for Economic Co-operation and Development, 
Rct•.: 1111c Stotistics. t;nlcss otherwise indicated, all suc11 J apanese official public documents :ire published 
in English as well as Japanese. 
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• I 

DESCRIPI'IO~ OF THE NOTES AND GUARANI'EE 
Gener Bl 

The Notes will be payable as to interest and principal in such coin or currency of the United States 
as at the time oi payment is legal tender for the payment therein of public and private debts, at the office 
of The Bank of Tol...·yo Trust Comf".IlY1 New York, N. Y., or its successor as fiscal agent, pursuant to 
a Fiscal Agency Agreement dated as of July 15, 1976 to be executed between the Bank, Japan and The 
Bank of Tok")'o Trust Company (the "Fiscal Ageut"), except that interest on the fully registered Notes 
will be payable to the -registered holders of such Notes who were such at the close of business on the 
last day of the month next preceding the interest payment date and may, at the option of the Bank be 
payable by checks mailed to such registered holders. The Fiscal Agent is not a trustee for the Note 
holders and does not have the same re.sponsibilities or duties to act for such holders as would a trustee. 
The Notes are to mature July 15, 1981. Interest payment dates are January 15 and July 15 commencing 
Janua;·y 15, 1977. 

The Notes arc to be issued in definitive bearer form with interest coupons attached, registrable as to 
principal, in the denomination of $1,000, and in definitive fully registered form without coupons, in thr 
denominations of $1,000 and any multiple thereof. Any fully registered Notes issued upon original issue 
may be exchanged for coupon Notes without charge to the holder. 

Rnnk of Notes 

The Notes will be unsecured. At the tim~ of issuance they wiil rank on a parity with all other 
indebtedness of the Bank, except that cemin preferential rights, such as preferential rights of employees to 
wages, are granted by the Japanese Civil Code to certain specified types of creditors. 

The Bank will agree in the Notes that if it shall, in the future, secure any loan, debt, guarantee or other 
obli~tion, now or hereafter existing, by any lien, pledge or other charge upon any of its present or future 
assets or revenues, the Notes shall share in and be secured by such lien, pledge or other charge equally and 
ratably with such other loan, debt, guarantee or other obligation. 

Gunrnotee of Jnpan 

Japan will unconditionally guarantee payment of principal and interest on the Notes. The guarantee 
will be a general obligation of Japan, and the full faith and credit of Japan wlll be pledged for the per­
formance thereof. The gu1rantec will rank pari pasm with all other general obligations of Japan without 
any preference one above the other by reason of priority of dat 1~ of issue or otherwise. Japan will agree 
that the guarantee may be enforced, in the event of default by the Bank, without making prior demand 
upon or seeking to enforce remedies against the Bank. 

Japan will agree in the guarantee that if it shall, in the future, secure any loan, debt, guarantee or other 
obligation constituting external debt, now or hereafter existing, by any lien, pledge or other charge upon 
any of its present or future assets or revenues, the guarantee shall share in and be secured by such lien, 
pledge or other charge equally and rntnbly with such other loan, debt, guarantee or other obligation. 

Tnxplion 

1rtere5t on nnd principal of the Notes will be payable without deduction for or on account of 
nny vrescnt or future taxes or duties, of whatsoever nature, imposed or levied by or within Japan or 
hy or within any prefecture, municipality or other political subdivi•,ion or taxing authority therein or 
thereof. hut the fo regoing provision shall not be construed as t.xcmpling any Note or the income 
therefrom from taxation when the bearer or registered owner •hereof (or the beneficial owner thereoi 
~ ~ he is a pcrso11 other than the bearer or registered owner) is subject to taxation tl•ercon or on such 
mcomc, otherwise than by reason of his ownership of such Note or the receipt of income therefrom. For 
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ex.ample, the bearer or registered owner of a Note who is taxable as a resident of Japan would not be 
entitled to such exemption. The foregoing provision does not provide exemption from taxation by any 
country oth!r than Japan. 

As regards United States taxation, in the opinion of Milbank, Tweed, Hadley & McCloy, special 
counsel for the Bank and Japan, interest on the Notes is currently exempt from United States income 
ta.xes, including withholding taxes, if paid to an individual who is not a citizen or resident of the United 
States, or to a corporation organized under the laws of a country other than the United States, whether 
or not such individual or corporation is engaged in trade or business in the United Statt s, unless 

(i) the corporation is an insurance company carrying on a life insurance h•1siness in the United 
States to which the intere.st is attributable, within the meaning of the United States Internal Revenue 
Code, or 

(ii) the individual or corporation has an office or other fixed place of business in the United 
States to which the interest is attributable and the 1nterest either is derived in the acth·e conduct of 
a banking, financing or similar business in the United States or is received by a corporation the 
principal business of which is trading in stocks or securities for its own account, and certain other con­
ditions exist. 

In the f urtber opinion of Milbanlc, Tweed, Hadley & McCloy, interest paid by the Bank on the 
Notes will, for United States income ta.x purposes, constitute i.1come from sources without the United 
States, provided that the Bank continues to derive more than soro of its gross income from the conduct 
of a trade or business outside the United States. 

Acceleration of l\lnturity 

In case of default in any payment of interest on the Notes, and continuance of such defattll for 
a period of 30 days, each Note will l.iccome due and payable at the option of the bearer or registered 
owner of such N otc upon written notice to the Fiscal Agent, unless prior to the receipt of such notice 
by the Fiscal Agent all default s shall have been Cllred. No periodic evidence is required to be furnished 
by the Bank to the F iscal Agent as to the uhscncc of defau lt. 

Reclenapliou 

The Notes are not redeemable prior to mnlurity. 

Govtim ing tnw 

The Fi~.:nl Agency Agreement, the Note:; nnd lite guarnntcc of Japan all provide that they shall 
be governed by, and interpreted in accordnm:e with, the lnws of the State of New York. except with 
respect to authori zation and execution by the Bank and Japan or the Fiscal Ar:ency Agreement and the 
Notes and the guarantee of Japan, as tl1e case may he, and any other matters req uired to be governed 
by the laws of Japan. 

Consent lo St~rvice 

The Bank will cfTcct the irrevocable nppoint ment or the Fiscal Agent as its nulhorizccl a[;en t upo;'I 
which process may he served in any nct ion hasccl upon the Notes (i.e. asserting rights set forth in the 
Notes) which may lie instituted in any Stat<! or Federal court in The City of New York by 1111y holder of 
u Note or coupon nnd will ncccpt the jurisdiction ()f such court in r. 11ch action. The lb11k will also w-:ti\·e 
irrevocably any immunity to which it 111ighl' otherwise be entitled in any action based upon the ?\otcs. 
Japan has made no such appointment or waiver of i11111111nity. The Fisc:'ll Agent is not the agent fo r ser;. 
ice fo r nct ions brought under the federal securities l:iws nor does the Bank's wniver of immunity exte71d 
to such actions. 
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The foregoing statements include brief summaries of some of the provisions of the forms of Notes 
and Guarantees and oi the Fiscal Agency Agreement, copies of which are filed as exhibits to the Regis­
tration Statement. Such statements do not purport to be complete and are qualified in their entirety 
by reference to such exhibits. 

Listing 

The Bank has agreed to make application to list the Notes on the New York Stock Exchange. Such 
listing is contingent, among other things, upon sufficient distribution of the Notes being effected to meet the 
requirements of the E.xchange. 

AUTHORIZED AGENTS IN THE UNIT1';0 STATES 

The authorized agents in the United States of the Bank and Japan, for the purpose of the United 
States Securities Act of 1933, are, respectively, Jun Kano, Duly Authorized Representative in the 
United States of The Japan Development Bank, and Tadayuki Koizumi, Duly Authorized Repre­
sentative in the United States of the Minister of Finance of Japan. 

LEGAL OPINIONS 

The validity of the Notes and of the £"~··m ~ec thereof is being passed upon rm behalf of the Bank 
by Nobukata Naritomi, Esq., of Tokyo, Jai.i:m (who is passing only upon the Notes), on behalf of Japan 
by the Director-General of the Cabinet Legislation Bureau of Japan, and on behalf of the Dank and 
Japan by Milbank, Tweed, Hadley & McCloy of New fork, N. Y. The validity of the Notes and of 
the guarantee thereof is being passed upon on behalf of the Underwriters by Sullivan & Cromwell of 
New York, N. Y. and by Dlakemore & Mits11ki of Tokyo, Japan. In giving their opinions, Milbank, 
Twt'i!d, Hadley & McCloy and Sullivan & Cromwell may rely as to malters of Japanese law upon 
the opinions of other counsel refcrred to in this para~raph, and Nobnkata Naritomi, Esq. and Blakemore 
& Mitsuki may rely as to matters of New York law upon the opinions of Milbank, Tweed, Hadley & 
McCloy and Sullivan & Cromwell. All statements in the Prospectus with respect to or involving matters 
of Japanese law have been passed upon by Nobukata Naritomi, Esq. (with respect to matters relating to 
the Dank and its business) , by the Director-General of the Cabinet Legislation Bureau and by Blakemore 
& Mitsuki and arc stated herein on their authority. Statements as to United States taxation in the 
Prospectus under the caption "Description of the Notes and Guarantee-Taxation" have been passed 
upon by Milbank, Tweed, Hadley & McCloy and arc stated herein or their authority. 
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UNDERWRITING 

The UndemTiters nametl'below have SPverally agreed to purchase from the Bank tl1e following r"'spec­
tivc principal amounts of the N ates: 

Undcrw1 itcr 

The First Boston Corporation .................... . .... . . . .... . . . 
DiUon, Read & Co. Inc. ........ . .......... . . . ....... . .. .. . . ... . 
Smith Barney, Hcirris Upham & Co. Incorporated ... .. . . ... . .. .. .. . 
The Kikko Securities Co. International, Inc ....... .. ..... . .. . .... . 
ABD Securities Corporation .. . . ... . .. . ... . •..... . .... . ......... 
Adams & Peck .... .. ..... .. .. . .. .. . .. .. . ....... . .... .. ..... . . 
Arnhold and S. Bleichroeder, Inc. . . . . ... .. .. . . .. .. . .... .•...... . 
Bache Halsey Stuart Inc. . . .......... . .. . ....... . ............. . 
Basie Securities Corporation .......... . ... . ... . . . .. .. . . . ... . ... . 
Bateman Eichler, Hill Richards Incorporated ..•. . ... . .. . . . •..•. .. 
Bear, Stearns & Co . . ..... .. . . ..... . . . ...... . .. . . . ............ . 
Willi<:m Blair & Company ....... . . . .... . .. .. . .. .... .. .. . ...... . 
Blyth .Eastman Dillon & Co. Incorporated ..... . . . ... . .. • ......... 
Dain, Kalman & Quail, Incorporated . . ...... . ..... . . .. . .... .. . . . 
Daiwa Securities America Inc . . .... . .. . . . ........ . .... . •. . ...... 
Donaldson, Lufkin & Jenrette Ser.urities Corpor:ition . ..... . ....... . 
Drexel Burnham & Co. Incorporated .. .. ...... . ................ . 
A. G. Edwards & Sons, Inc . . ..................... .. ... . ....... . 
EuroPartners Securities Corporation .... . ....... . . ... ....... . ... . 
Goldman, Sachs & Co. . ............ . ........... . . .. . ...... . ... . 
Hornblower & Wceks-Hemphi.J, Noyes Incorporated ...•..... . .. . . . 
Howard, \Veil, Labouisse, Friedrichs Incorporated ... . ..... . ... . .. . 
E. F. Hutton & Company Inc ........ . .............. . .. . .. . .... . 
Keefe, 1Jruyette & Woods, Inc .................. . ............. . . . 
Kidder, Peabody & Co. Incorporatccl .... . ............. . ..... . . . . 
Kleinwort, Benson Incorporated ..... ......... . ..... .. .. . ..•.... 
l( uhn, Loeb & Co . ........... ... ........... . .. . .. . .......... . . . 
Lazard Frercs & Co ... .................. . .......... . ..........• 
Lehman Brothers Tncorporated . . . .. . . . ....... . ........ .. ... ... . . 
Loeb, Rho:ides & Co. . . .. .. . .. . . . . . . .... . .... . . ............ ... . 
Loewi & Co. Incorporated .. . ... . ............ . .....•. . ... ... .. . . 
McDonald & Cotnpany ..... . ... . . . .. . . .. .. . ........ . . . .. .. .... . 
Merrill Lynch, Pierce, Fenner & Smith Incorporated . ..... . .. . ..... . 
Morgan Stanley & Co. fncorporatcd ..... . ............. .... ..... . 
New Court Securities Corporation .......... . .. ..... . . .. . ....... . 
New Japan Securities International Inc ............... . .......... . 
Nomura Securi ties lnternatioual, Ji:c . . , .....•.. . . . ..•. .. . . .... . .. 
Pai11e, Webber, Jackson & Curtis Incorporate<l ........ . ......... . . 
Piper, J affray & Hopwoo<l lncorporatcd ..... . ............ .. ..... . 
Prescott, Dnll & Turhen ...... . ....... . .. . ................ ... . . 
R. \V. P ressprich & Co. Inc:urporatcd .. ..... ............ .. .. .... . 
Hcynolcls Securities Inc .... . .. . .. . .. . ...... ... ...... . ......... . 
Robert Fleming Incorporated . ................................. . 
The Robinson-J Iu111phrcy Company, lttc . . ... . .............. . .. .. . 
L. F. Rothsc hild & Co ...................... .. ... ... .. .. ..... .. . 
Salomon Brothers ......... ... .. ... ..... ...... ......... .. ..... 
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Prmcipal 
Amount 

$ 8,775,000 
8,775,000 
8,775,000 
8,775,000 

800,000 
400,000 
800,000 

1,650,000 
800,000 
400,000 

1,100,000 
400,000 

1,C50,000 
400,000 

1,650,000 
1,650,000 
1,650,000 

400,000 
800,000 

2,250,000 
1,650,000 

4-00,000 
1,650,000 

400,000 
1,650,000 

800,000 
2,250,000 
1,650,000 
1,650,CXYJ 
1,650,000 

'100,000 
400,000 

2,250,000 
2,2r;o,ooo 

800,000 
800,000 

! ,650,000 
1,650,000 

400,000 
400,000 
800,000 

1,650,000 
800,000 
400,000 

1,100,000 
2,250,000 



Underwriter 

Shearscn Hayden Stone Inc . .... . .. . .. . . .. .... . . .. • .. . . . . .•..... 
Shields Model Roland Securities Incorporated . .. .. .. . .......... . . . 
Shuman, .Agnew & Co., Inc ...... . .... . .•.. .. . . •. . .. . .... .. ..... • 
SoGen-Swiss International Corporation .....•..... . ...... . ..•.. . . 
Stone & Youngberg ................ •... ...•............... . .. • 
Stuart Br Jthers ................... . .. . . .. .. •.. •. . .......... ... 
Sutro & Co. Incorporated . . .. . .. . .... . .. ...... ... .•...•...•.. .• 
Tucker, Anthony & R. L. Day, Inc ........ . ... . .... . ....... . .. . . . 
UBS-DB Corporation ...... ~ . . ... . .. .. •... . ...•...•. .• .•..••.•. 
Warburg Paribas Becker Inc ... . .... . ............ .... .... .... .•. 
Weeden & Co. Incorporated .. . ...... .. . .. . . ... . . .. ..... . ..• . . .. 
Wertheim & Co., Inc ..... . .... •... .. .. . . . .... . ............. . .. 
White, Weld & Co. Incorporated . .. .. . . . ... . . . .... • . .. . ... .. .... 
Dean Witter & Co. Incorporated . .... • •. ... •.. . .. • ..•..•.... • . . .. 
Wood, Stmthers & Winthrop Inc ..... . . .. .. .. ... . ........ . . . .. . 
Y amaichi International (America), Inc. . .... ..... .. .. . .. . . •... . . . 

Total . . .... ...... . ..... , . .. . . . .. .... . .. .. .......... . 

Principal 
Amount 

$ 1,100,000 
1,·,Jo,000 

400,000 
800,000 
400,000 
400,000 
400,000 
800,000 
800,000 

1,650,000 
1,100,000 
1,650,000 
1,651),000 
1,650,000 

800,000 
1,650,000 

$100,000,000 

The Underwriting Agreement provi<lc:s that the obligations oi the Underwriters are subject to certain 
couditions precedent and that the Underwriters will be obligated to purchase all of the Notes if any are 

purchased. 

The Bank has been advised by The Fir:;t Boston Corporation, Dillon, Read & Co. Inc., Smith 
Barney, Harris Upham & Co. Incorporated and The Nikko Securities Co. International, Inc., as Repre­
~entatives of the Underwriters, that the Underwriters propose to offer tlie Notes to the public initially 
at the offering price set forth on the cover page of the Prospectus and, through the Representatives, to 
certain dealers at such price less a concession of .SOo/o of the principal amount of the Notes; that the 
Underwriters and such dealers may allow a discount of .2sro of such principal amount on s.-ilcs to other 
dealers; and that the public offering price and concessio'l and discount to dealers may be chnnged by 
the Representatives. 

FURTHER INFORMATION 

Further informntiL'~ concerning these securities nnd their issuer is to be round in the Registration 
Statement on file with the Securities and Exchange Commission. 

The undersigned, Govea "'!Or of The Japan Develnpment Bank, in his official capacity as such 
Governor, thereur.;o duly authorized, has supplied the informa ton set forth here.in under the caption 
"The j :lpan Development Dank", and such information is stated on his authority. 

The undersigned, Minister of Fi1rnnce of Japan, in his official capacity as such Minister, thereunto 
duly authorized, has s11ppliecl the information set forth herein under \he cnption "Jnran", and such infor­
mation is stated on his authority. 

TDE JAPAN DEVELOHIF.KT BAl\K 

By Encm Yosn:OKA 
Gov~rnor 
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j Al'AN 

By MAsAvosm OnmA 
Minister of Finan ·e 



The Japan Development Bank 
(NIPPON KAIHA TSU GINKO) 



ti1r::: 



' 
·n1e Flscnl Year coven one yctu from Apnl 1 or the ycnr to 

"l M:uch 31 of the noKl yec1r. 

Unless otherwise lndicnted In this roporl , trnn ~l n tiom of 
Japnncso Yen into United Stnlcs dollan uro m3de, for 
convenience slke, :ll the rate of JOH Yen to the UnltcJ 
St~ tcs dollnr. 

1110 Ogurcs In thit report nrc 1ounclc1l to the 1111111cst nnnl 
dlgi l$. 

TI1e term " 'illl lon" Is used to mcun one thousnncl 111illlo11. 
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Outline of the Bank 

Established 

Purpose 

Capital 

Management 

Functions 

Lending Policy 

Lending Activities 

Sources of Funds 

ti 

April 20, 1951 pursuant to The Japan Development Bank Law. 

To supply long-term funds for the promotion of industrial 
development and economic and social progress, supplementing und 
encouraging the credit operations of private financial institutions. 

234 billion yen (760 million dollars) . 
I Wholly owned by t.he Japanese Government. 

IThe Governor, Deputy-Govl.!rnor and Auditors are appointed by 
j the Prime Minister, and the Executive Directors and Counselors by 

1 the Governor. . 

To make long-term loans 
To subscribe for corporate bonds 
To guarantee corporate obligations 
To make investments in specific projects 
To borrow funds from the Government and abroad 
To issue ex temal loan bonds 

The amount of loans for each fiscal year is outlined in the Fiscal 
Investn1~nt and Loan Program, which is referred to the Diet for 
deliberation. The basic policy is established in the "Basic Policy 
for The Japan Development Bank in Lending its Funds" which is 
decided by the Cabinet. Loans are extended to private enterprises 
which are deemed capable of executing the prOJ.!Cts in accordance 
with the policy objectives, and of repay!ng the loans. 

The Bank's lending activities of recent y<:ars arc divided into the 
l'ollowing fields: 
( I" . J 
(2) 
(3) 
(4) 
(5) 

Urban development 
Regional de\ elopment 
Improvement of the quality 1)f )ife 
Energy develoi.•ment 

1<6: 
(7) 

I 

Marine transpor talion 
Development of :cchnology 
Others 

1( 1) 
l 

I 
(2) 
(3) 

I (4) 
(5) 
(6) 

Capital funds from the Govcmmrnt 
Dorrowings from the Governmen( 
Borrowings from foreign banks and other financial in· 
slitutions 
Ex tcrnal lonn bonds 
Repayments of loans 
Rcs\!rved earnings 



Business Hig~lights of the Year 
•. 

For the; Fiscal Year 

Loans 
----· 

Borrowings (net) 
Repayments of Loans 
Reserved Earnings 
Others 

Operating Earnings 
Net Earnings 
Addition to Statutory Reserve 
Payment to National Treasury 

Expressed in millions of 
United States dollars 

2,051 1,766 

1,104 883 
841 747 

92 85 
14 51 

620 545 
92 87 
68 60 
24 27 

·--- ----- -- ·-- ---·-···------- ---
Guarantees 114 4 

Outsta11di11g as of March 31 1975 JY74 

Loans 9,774 8,565 
-------- --- - - -

Long-term Dorrowing!i 8,15 1 7,047 
From the Governtni:!nt 7,990 6.913 
From the World Bank 64 76 
External Loan Bones and Notes 97 58 

Reserve for Possible Loan Losses 242 22 1 
Statutory Reserve 599 530 

Capital 760 760 
-----·- --

Guaran lees 993 978 
-·--- - - -



I 

; 

I I 
i: ! 

I 

General Economic Conditions 

Japan's economy ln fiscal 1974 was characterized by a p~rsevering struggle against the trauma 
caused by "oil crisis". In the "Outlook and Basic Policy" for fiscal 1974, the Government set 
forth the stabilization of prices, which had been escalating from the previous year, as the most 
important policy goal for the year. 

In order to achieve the goal, the Government adopted a "restrictive demand policy" by the 
holding do ·m of public inves tment and by a tight money policy. For example, the Government 
decided to postpone the construction of big projects, such as the new network of Shinkansen 
(super-express railway system), the bridges across the Inland Sea between Honshu and Shikoku, 
etc. And also, the Government held down the rate of increase in the Government's Budget and 
Fiscal Investment and Loan Program for fiscal 1974 as much as possible. 

Along with the fiscal policy, the Bank of Japan continued to take an anti-inflationary monetary 
policy. The Bank kept the official discount rate, which was raised five times in fiscal 1973, at as 
high as 9% throughout the year, and gave restrictive "window guidance" to private banks 
regarding their lending policies. 

The Government policy mentioned above resulted in decreased domestic final demand, such as 
plant and equipment investment,housing construction, etc._ Due to the sluggishness of shipment, 
unintentional inventories had increased rapidly in many industries from the beginning of the 
year. The ratio of inventory to shipment reached as high as 150% in January 1975 , in spite of 
the curtailment of production, a 8.5% decre 1se in industrial production over the previous year. 
Business, obliged to curtail operations, adopted employment adjustment policies, such as 
"lay-off" and "temporary release". Corporate earnings in most industries had, nc.edless to say, 
decre~sed steadily throughout the year. Consumption expenditure, which had supported business 
activities even at the bottom of the trade cycle, did not increase in the year as before, only a 2.3% 
increase at constant price over the previous year. Plant and equipment investment was inactive, 
except for pollution-control, etc., and recorded a 13.4% decrease in rent ter111s. 

Business finance was very tight. While demand for funds necessary to cope with stockpiling and 
the reduction of production increased, city banks' loans were restrained by policy. Reflecting 
these situations, banks' lending rates rose steadily throughout the year. 

Thus, the Government policy of restraining total demand took effect gradually on the economy 
as a whole. The policy goal, the stabilization of prices, somehow came to be achieved. The annual 
rate of increase in wholesale price, which was around 35% at the beginning of the year, began to 
slow down from autumn to less than 5% at the end of the year. Also, the annual rate of increase 

· in consumer price stood at 14% at the end of fiscal 1974, full filing the Government's promise of 
holding it to Jess than 15%. As a result, the increase in wage rate attained through so-called 
"spring offensive" of labor was moderated to 13. 1% in 1975 from 32.9% in 1974. 
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The international balance 9f payments of the year was 3.4 billion dollars deficit, about 
one-fourth of 13.4 billion dollars deficit in the previous year. Such an improvement of balance of 
payments was brought about by the increase in surplus of trade balance from 789 million dollars 
to 4,097 million dollars and by the decrease in deficit of the international long-term capital 
transaction from more than 9 billion dollars in fiscal 1973 to 2 billion dollars in fiscal 1974. The 
official foreign reserve increased by 1.8 billion dollars in the course of the year and reached 14.2 
billion dollars, the pre "oil crisis" level, at the end of March 1975. 

With these observations in mind, it could be said that, as far ac; the stabilization of prices and 
improvement of the internat.onal balance of payments are concerned, the Japanese economy 
seems to have begun to adapt itself to the new situation caused by "oil crisis". However, such 
adaptation was attained at the cost of a serious economic recession, such as business difticul ties, 
unemployment, etc. Fiscal 1974 is also charactcriz1.d by the fact that the Japanese economy 
experienced for the first time a 0.6% decline in the real growth. 

Since last February the Government has begun a shift in economic policy, from restricting 
demand to stimul ... !:.11g the economy, which is composed of three successive anti-recession 
packages. And the Bank of Japan reduced the official discount rate twice since last April, from 
9% to 8%. Steady decline of business activities was halted by these anti-recession measures, and 
the economy is bottoming out now. 

Symbolically speaking, the Japanese economy is now on the course of the orbit correction from a 
high rate growth to a stable rate growth. Such an orbit correction, or an adaptation of the 
Japanese economy as a whole to the new situation after the "oil crisis", is expected to be 
achieved by the end of fisral 1975. On the basis of such an expectation the Government is 
studying a new long-term economic and social plan starting in fiscal 1976, in which particular 
attention will be paid to U1e availabili ty of n:.itural resources including food, minerals and 
petroleum. Nevertheless, the long-term objectives of national welfare and 111ternationul 
cooperation, which the 1973 Plan laid down, will not be changed even in the new plan. 
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Operation of tl1e Bank for the Year . ; 

!i'iscal Investment and Loan Program 
The Bank's lending funds are predominantly supplied through the Fiscal Investment and 
Loan Program, which is referred to the Diet for deliberation independently of the 
Government Genera} Account Budget every year, and plays an important role in national 
economic policy. The sources of funds for the Program come mostly from the Postal 
Savings Fund, the Welfare Annuity Insurance Fund and the National Pensions Fund. And 
this Program indicutes the allocation of those funds to: 

(i) Government financial institu tions, -including The Japan Development Bank, the 
Export-Import Bank of Japan and the Small Business Finance Corporation, 

(ii) Government corporations, including the . Japanese National Railways, the Japan 
Highway Public Corporation and the Japan Housing Corporation, and 

(iii) local governments. 

The Program in fiscal 1974 amounted to 7.923 billion yen, ec;uivalent to ~6.7% or the 
General Account Budget. The amount allocated for the Bank's original lending program for 
fiscal 1974 was 398 billion yen, up 3.2% from the previous year. 

Fiscal Investment and Loan Program by Main Organizations 

For the Fiscal Year 

The Japanese Nnlional Railways ....... . 
The Housing Loan Corporation and the 

Japan Housing Corporat ion . . ... ... . 
The Small Business Finance Corporation 

and two other ins Li tu tions for small 
business . .. ... . . ... . . . ...... .. . . 

The Japan Development B;rnk .... .. .. . . 
The Export-Import Bank or Japan ..... . 
The Japan Highway Public Corporation and 

th ree other corporations for highways .. 
Locul governments . .. . ... . . . .. . ... . . 

Sub-total _ .. . . .. ... . .... . . . 
Others . ... . ... ... .. .. . . . . . . ... . .. . 

'J'otol . . . .... . .......... . . . 

B 

1974 197J 

ln billions 
of yen 

XSO 

I . I 8 C1 

1,0 (1 2 
398 
Cd 7 

( X7 
'..I Io 
(1.2 10 
1.71.1 
7.1>23 

Expressed in millions of 
( r.s. dollars 

2. 7(,() 

J,H5 I 

J .•1 ·18 
l ,292 
2.003 

~.:! .\I 
·1.578 

20, l (d 
5.5(1 I 

25.72·1 

J.204 

2.85 1 
1,252 
1.78·1 

2. 11 (1 
·1.09 1 

I / ,.l (i(1 

:UH 9 
22..IX:' 

592 

647 

597 
40 

21 t) 

11 5 
·IS 7 

2.697 
542 

3,219 



Basic Policy for the Bank in Lending its Funds 
The Bank's lending activities are carried vut in conforn1ity with the "Basic Policy for The 
Japan Development Bank in Lending its Funds," which is decided by the Cabinet each 
year. This Basic Policy describes in very broad tern1s the policy considerations to be taken 
into account by the Bank in its lending activities. 

The "Basic Policy" for· fiscal 1974 which was decided at the Cabinet Meeting on April 26 
1974, states: 

· The Bank's lending operations in fiscal I 974 shall be carried out as is shown below in 
accordance with the Government's basic attitude for the operation of the Japanese 
economy for the year. 

The Bank shall strengthen the basic stnicturt! for sound development of the Japanese 
economy and society so as to ndvance the national welfare in line with the changes in 
Japan's internal and exte rn al ec<•irnmic conditions. For t~1is purpose, the Bank shall 
give first importance to: 

(I) urban development and modemi?.ation of tl!e system for distribution of goods 
and merchandise, 

(2) balanced regional devclopmcn t, 
(3) improvement of the quality of lif~ princip:illy through pollution-preven tion, etc., 
(4) strengthening Ute basic structure of lhc economy such as energy and 

transportation, and 
(5) development of tech nology and creation of a more knowledge-intensive 

industrial structure. 
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Loans 
The loans extended in fiscal 1974 amounted to 632 billion yen, compared to the previous 
year's 544 billion yen. 

The total outstanding amount of the Bank's loans as of March 31, 1975 wns 3,010 billion 
yen. As of the same date, the cumt;lative total of loans extended, during the twenty four 
years since the establishment of the Bank, reached 4,787 billion yen. 

The Bunk's lending operations in fiscal .1974 were .divided into seven fields - (i) urban 
development (ii) regional development (iii) improvement of the quality of life (iv) energy 
and resources development (v) marine transportation (vi) clcvelopment of techn9logy and 
(vii) others. 

Th; lending operations were characteri?.ecl as follows: 
The loans for urban and regional development, and improvement of the quality of life 
ainiccl at creating better social environment of the nation by alleviating over-congestion 
and various fnrms of pollution in large cities, etc., have been increasing conspicuously in 
recent years and r~ached 387 billion yen in fiscal_ 1974, comprising more ll~:.tn half of the 
total loans l'or the year. 

In line with the financial and monetary condi tions in Japan, the standard interest rate of 
the Bank remained high l> i11cc the pn.:vious year und was once raised during fiscal 1974 by 
0.5% lo 9. 9% in October 1974. 

Loans l>y l'rojecl 

For the Fiscal Year 1974 

In bill ions 
of yen 

Urban clcvclopmc11l . . . . . . . . . . . . . . I 09 
Regional ch.:vclop111c1H . . . . . . . . . . . . 100 
Improvement of the quality of life . . . 178 
Energy dcvclopml.'nt .. . . . . . . 64 
Marine transportat ion . . . . . . . . . . . 79 
Dl.'vdopmcnt of technology . . . . . . . . 63 
Others . . . . . . . . . . . . . . . . . . . . . . . . 39 

Change 

Expressed in millions of 
United States dollars 

354 l 

324 ' \ I I 

578 · 1 •· 

207 .. , 
• ' 

256 I ; 

205 
127 t • • •• 

26 
61 

26 1 
0 

- 58 
20 

- 25 
Total . . . . . . . . . . . . . . . . . 632 2,05 1 ,, 285 
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Urbun DeYelopment 

In order to remedy the excessive congestion in large city areas ('lokyo, Osaka and Nagoya) th~ Bank in 
fiscal 1974 assisted projects for (1) strengthening of transpl •rt capacity of private railroads, (2) 
redevelopment of large city areas and (3) modernization of s~ stems for distribution of goods and 
merchandise. 

., 
Projects for strengthening of transport capacity of private railroads included not only those for 
increasing mass transportation capacity such as constmction of nev. lines and double-tracking, but also 
those for securing transportation safety such as improved grade cros.::ings and grade separation.· 

The projects for redevelopment oi large city areas were those carried .-mt by private developers for: 
(i) renewal of designated areas and facilities in business districts, 
(ii) provision of central airconditioning facilities for particular areas, 
(iii) development of land for housing and construction of shopping cen· er facilities in n;!W towns, 
(iv) construction of community centers, 
(v) construction of common tunnels for underground distribution of elcc. ~ ricity, gas, Weter, etc. 
(vi) construction of public parking facilities, apd 
(vii) constructi9ri of ai.rport-related facilities. 

The projects f, modernization of systems for distribution of goods and mercha •dise were. 
(i) construction of merchandise distribution centers, 
(ii) provision of warehouses, cold storage, truck terminals and other harbor-relatel :'"acilities, and 
(iii) . construction of'distribu tion facilities for manufacturers and supermarkets.· · 

In fiscal 1974 the Bank's loans for such projects amounted to I 09 billion yen as cu. i pared to IO 1 
billion yen in the previous year. Of the total I 09 billion yen, loans under (2) above we1' th,· largest, 
42.8%; followed by loans under ( 1 ), 41 .3%; and (3), 15.9%. 

Regional Dcvclop1nent 

In order to promote balanced regional developmcn t among all regions, the Bank in fiscal 1974 hat. lite 
basic aim of promoting economic and social progress in the less developed regions (except Hokk:u.'o 
and Tohoku - which are taken care cf by The Hokkaido Tohoku Development Corporation) and pail 
particular attention to: 
( I) improvement of urban functions of provincial city areas, 
(2) inducing optimum loca tion of industries, and 
(3) fostering of industries sui table LC' local cond i lions. 

Projects for improving urban functions of provincial city areas included (i) urban renewal , city gas, 
parking facilities and hotels (ii) clistrib\1tion centers, truck terminals, warehouses, silos anci 
harbor-relatl!cl facilities, (iii) ferry boats and cargo ships, ancl private railways and buses. 

Projects for inducing optimum location of industries and for fo~tering of industries suitable to local 
conditions included (i) location of industries in the regions specifically designated for induction of 
industries under the "Law for Relocation of Industries," and (ii) projec ts to be carried out by lc~al 

enterprises. 

In fiscal 1974 the Bank made loans amounting to 100 billion yen in this field. compared with SI 
billion yen in the pn~vious year. Loans under (3) above have increased markedly in fiscal 1974. 
comprising 38~~ of thl! total 100 billion yen. 

I/ 
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hnprovcment ·of the Quality of Life 

For one of the most important policy objectives at present in Japan - improvement of national life, 
the Bank in fiscal 1974 assisted three categories of projects: (1) pollution prevention, (2) city gas and 
(3) food supply. 

The projects for pollution prevention were those either obligated by various anti-pollution laws 
including "Basic Law on Anti-Pollution Measure," or regarded as necessary to confonn to government 
environmental standards. There were two types of facilities for pollution prevention in fiscal 1974: (i) 
facilities for prior reduction or elimination of nrnterials which .wmild cause pollution, such as facilities 
for reducing sulphur from oil , 'LNG power generation, and conversion to non-pollution production 
processes and (ii) facilities for treatment of by-product materials which otherwise would bring about 
pollution, such as wastes disposal and treatment of soot and smoke. 

Projects for city gas were (i) city gas processing plants from LNG and LNG storage facilities, and (ii) 
specific pipe lines for distribution of city gas (mostly LNG based) in large cities. 

Projects related to ·food were utility facil ities and manufacturing plan ts located in industrial estaces for 
food. 

The Bank's Joans in this field in fiscal 1974 increased to 178 billion yen, from 98 billion yen in the 
previous year. Loans under (I) above increased conspicuously to I 63 billion yen from 76 billion yen 
in the previous year; and loans under (2) nnd (3) together decreased lo 15 billion yen. 

Energy Dcve]opmcnt 

In order to contribute to stable supply and effective use of energy in Japnn, the Bank in fiscal 1974 
assisted projects in three categories of energy development related to: ( l) nuclear power (2) oil 
industry und (3) other domestic energy resources. 

Projects for nuclear power were construction or nuclear power generating plants, including domestic 
manu facturc of nuclear reactors. Oil industry loans were mainly for tht.: construction of refineries and 
distribution systems by independent domestic oil companies and for the construction or crude oi l 
storage fJc ilit ics and the development of thr oil n~sources of Japan's continental shelf. Loans for other 
domestic energy resources arc for the urgent development of water power stations, the development of 
geothermal power stations and joint owned industrial plants. 

The Bank's_lo.:ms for energy development amounted to 64 billion yen in fiscal 1974; lo·ms under ( I) 
above were 39 billion yen, loans under (2) 21 billion yen and loans under (3) 4 billion yen. 
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l\rlarinc Transportation 

The Bnnk has been playing an import:rnt role i11 assisting the JapanMc shipping industry to build 
ocean-going vessels in accordance with the government's "Shipbuilding Program" for ench year. 

In fiscal 1974, the lending cmphnsis was placed on increasing transport capacity, and on the 
construction of new types of ocean-going vessels to cope with technological development in the 
industry, which are rcpri:scnkd by container ships to replace conventional-type liners and by 
multipurpose carriers. 

l lowcvcr, new loans have declined during the pnst two years due to the world-wide recession from the 
time of "oil crisis". 

111 fis(·al 1974 the Oank cxtcmled loans n1no11nti11g lo 79 l>illio11 yen f'or new V('S~c ls aggregating 1939 
thousand gross ton, compared to I 985 thousand gross ton of the prcvi<JuS year. Breaking down th1.· 
total of J 939 thous:md gross 1011. I 02 thousand gross ton w;1s cont;1i11er !ihips, 1385 thousand !,-oss 
1011 oil tankers and d52 thousand 1~ross ton sp1.:cia l curricrs, etc. 



Devclopmen t of Tech nolog-y 

CVC:C (Comµounu Vurl~\ 
Con1rullo.:1I Comllll\ ll11:11 
:IU llllllO(llk ~11i;111<!, ~II <!\ · 

ample uf 11hJt Japan h:n 
ul!Vl' lopcd· wil l! irs 1m11 
1c1.·1i11ulon· r'N p11l h111 u11 
pr1· 1'~·11111•n . 

The economic development of Japan has been largely dependent upon foreign tcd111ologies and 
know-how. In order to maintain sound economic and .>ocial dcvclup111l!nt in the fu ture, however, 
Japan must <lcvelop its own technology ancl pro1~10tc knowlcdgl! intcnsilica tion of the industrial 
st ructure. ln this contl!xl, tlw Bank was callctl upon to giw fin:incial :issistancc for technological 
development in the private sector. 

Projects in this field for fiscal 1974 were divided in to th1.: following th ree categories: 
(1) promoting development of i11 fo rn1aliun sys tem ofclec.:tronic computers through making financial 

assistance for leas ing of domestically pmduccu ckdro11ic computers. 
(2) promoting clomcs tic technological dcvdopn1crrt. 
(3) rai sing the lcd111ological lcvt.: l or dc<.:tronks and machinery i11d11striL·s, in accord a11cc wi th tile 

specific law promulga ted in March l 971. 

Projects under (2) above were dcvdopnll!11l of new products and pruccssi:s, with c111phasb 011 

dcv~l opmcnt of kch;wlogics related lo poll11t io11 and resource saving such as susth:mkd fttrn:i~·c l~ p.: 
of cement kiln anc.I CVCC automol ·!c cngint.:, ctt'. 

Tlw Bank's lo:rns in lhis field an10u11kd to 63 billion y1.·n in fiscal 197·1 (for c.l~ \\.'loping int'oiimtion 
system of elect ronic computers 32 billirn1 yc11, for prn111ol i11g clo111csti<.:a ll y lkvcloµcd t c.>ch11oloi;~ 22 
bill ion )'Cll, for raising tL·ch11ologii'a l lcvd or L'k~ trnnk.; and n1adii11l'l'Y industries 9 bi ll iun Yl..'!l) 
compan:d tu 57 billion yen in till' p1\•vious y1.' ar. 

/0 



Others 

The U:rnk assisted in fiscal 1974 v:1 rious other projeds fo r: 

(I) Dc<.:c111r:1li?.alion of inuustrial pl;1nt lo rcmcuy over-conges tion in large l'ilics :111CI promote 111or~· 
optimum locu tio11 of i11dustrics. 

(2} Safely cq11iprnc11 t in specilil.:d buildings and ferrv L>oat'i. 
(3) Dcvclopmc11t of good rnam1fuc1uri11g process of llntgs. (''GMP" ) 
(4) Development of prcfahril'al~<l housing mam1f:tc turi11g. 

(5) Realignment of srccirir i11d11stric:s i11cl11di11g tcx tiles. cq11ip11icn t rl·laled to 1111dcJr fu~I. 
manufacturing plant fur ckl'tronk computers, cq 11 ip111rnt for dcvdoping <.:t1111pukr soft\\.m~. 
ocean dcvclop111cn t including drilling rigs fo1 o ff-shore cJcvl'lop 1111.:11t. wdf:ue fodlilk 'i, 1.'IC'. 

'I lie Bank's l oan~ for cltc ahovc a111ou11tc<1 to 39 billion yen in lis1.::i l PJ7·1. 



Guai·an tees 

The Bank. has the authority to guarantee the repayment by others of 
borrowings i'1curred for purposes consistent with those of the Bank. The 
Bank has gen(~rally limited the use of its guarantee power to foreign 
currency indebtedness incurred by Japanese companies in connection 
with purchases by ti1em of plant and equipment. Guarantees have been 
issued both to 511ara ~. tec the payment of principal and interest on 
borrowings by Japanese companies from foreign banks (principally the 
Export-Import Bank or the United States) and to guarantee the payment 
of principal and interest on long-tenn credit obtained by such comp2nies 
from foreign suppliers. 

Guarantee business in fiscal 1974 is characterized as follows: 
( 1) The Dank, which had guaranteed the repaymen t of borrowings 

mainly from banks in the United Stales, guarnntced for the first 
time U10sc in other countries such as Canada. Britain and etc. 

(2) The Bank guaranteed for the fir"l time the repayment of ex ternal 
bonds issued by Japanese airline. 

·nu~ nmount of gur1runtcc the o~nl; mndc Juring focal 1974 was 
114 million U.S. tloll;u' und 101:11 guaran t~es outstanding at the 
end of flsc3l 197-1 stood nt 979 million U.S. doll:Hs, of which 
oppro:1.imatcly 70' r con,istcd of gu:u:mtccs hsucd with rc~put t 
IQ 111dc b1cdncss incurred by fivl' cl~c tnc power complnie~ nnd 
nppro\ intntcly 30'; con s i~h:d of the same by tllll'C :ilrll11~\. 
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Sources of J·unds 

Borrowings from the Go\'emment and repayment,, of loans have been the principal sources 
of funds for the B::ink. The amount of the borrowings from the Govcrnml!nt is determined 
in the Fiscal Investment and Loan Progra n each fiscal year, and the borrowings (net) in 
fiscal 1974 was 33~ billion yen. The repayments of loans amounted to 259 billion yen in 
the year. 

Borrowings from foreign banks and otht:r financial institutions have been so far entirely 
U1ose from the International Bank for Reconstruction and Development (the World Bank), 
amounting to 313 million U.S. clollats equivalent. The Bank made rc:lendings to· private 
Japanec;c companies such as the electric power, iron and steel and machinery industries of 
the loans from the World Bank. Since 1961 , however, no loans have been received from the 
World Dank. During fiscal 1974, the Dank made rcpayml!nt of 4 billion yen (I 2 million 
U.S. dollars equivalent) to the World Bank. 

The Bank issued Government guaranteed ex ternal loan bonds and notes seven times in the 
in ternational capital markets (five issues in N.i;w York nwrket, one in Euro-dollar market. 
and one in the Swiss market) since 1961. The aggregate amount of such bonds and notes 
outstanding as of March 31, 1975 wns I 00,922 U.S. doll:irs equivalent. During fiscal 1974 
the Dank successfu lly issued 50 111illio11 dollar 5 y1.·ar 1101cs. rnupo11 8 1 /2~~ . in New York 
capital market. which were rated at "triph.: A", till' bcst ran king.by two r:iting authorities 
for !he first ti111e in Japan. 

Reserved c:nrning~ in fiscal 1974 a1110111ll cd to 28 billion ycn, a11cl the B:rnk's so"urccs of 
funds in the year art.• su 111111arizccl below: 

The Ua11k's So11rrcs of Funds 

For !he Fiscal Y car 

Covernrncnt invcstmc11I 

Uorrowings (Net) 

From th<.: Covl'rt1111c111 ...... . 
h om the World Bank .. . .... . 
b: tcmal loan l>umb :111<1 11 01cs .. 

S11b-To1:1i .... .... .. . . . . 

lh:p:iy111c11ts or lo.1m. ........ ' . ' 
l h·~~·rn: d earning, ... . ........ . 
All o ther~ . . . . . . . ..... ..... . 

Tora I 

In hillions 
of yl.!11 

0 

JJ2 

- 4 
12 

.J •IO 

25<) 

28 
4 

6.~ I 

1974 

Exprl!sscd in millions of 
Unill!d St:tll!s dollars 

() II 

1,077 
12 
J<) 

1.1 O·I 

~HI 

92 
l ·I 

2.0S I 

Change 

0 

169 
(1 

·16 

.!2 1 

9·1 
7 

- J7 

285 
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Development Finance Training Co11rse 

--

The Bank has held Development Finance Training 
Courses for management personnel of foreign financi al 
institu tions, every year since 1967. 

The purpose of these courses has been to provide 
comprehensive knowledge of development finance. 
Various aspects of tht: Japane£.; economy and in­
dustries are also introduced. The Bank is happy to 
receive trainees from overseas, in order to exchange 
knowledge and experience of development fin ancing 
activities and to promote mutual understanding. 

In fiscal 1974, lhc Bank receivetl a total of fi fty 
b'llest-lrainees in sequence. The chief courscs were: 
( 1) Ol!vclopmen t Finance Training Course 1974 

(July - August 1974, for six weeks) 
Thl! Uank ucccptcd six participants; three 
mcmlx: rs of the Development U:ink of Indonesia 
(BAPINOO), Olll' · from the Dcvclopmf'n t Bnnk of 
the Philippi nes, one from the Bank of Korea, and 
one from the Mi nistry of incltt stry (Thailand). 

(2) KIJU Gues t Trainee Course 
(NOVl! lll bcr-D<·cl'lllber 1974, for six weeks) 
The Uank :icceptcd two part icipan ts from the· 
Kon::1 Dl·velopn1c:nl Bani\. 

(3) Projcct Fc:isi'Jility Stuuy Training Course 
(Fcbruary-f\larc:h 1975, for fou r Wl'cks) 
The Bank acccpkd Sl!Vl'. 11 partk ip:ints from six 
Asian countrh.:s th rough the Asi:rn Producti\'ily 
Orga 11 izat ion. 
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·Balance Sheet 

ASSETS 
F.Y. 1974 F.Y. 19:"::'_ 

Expressed in thousands • •I/ : ~, 
In thousands 

of yen 

Cash in banks . . . . . . . . . . . . . . . . . . . . . . . . . . ¥ 1,623,788 
Government securities, at cost .. :· .... . ... . . 

1 
18,1 10,951 

Loans in Japanese currency .. . .. : . ._,. ; 2,990,779,432 
Lo~ns in foreign currencies .. . · .... . ... . . · .. : 19,688,873 
Land, buildings and miscellaneous equipment . ,

1
. 4,926,142 

Accrued interest receivable ........ . . . .. . .. , 24,532, l l 3 
I Other assets . . ....... . ....... .. • . . . . ... ' l ,139,194 

Unamortized discount on external loan bonds __ 332,63 ~ . j 
• 

1~3,0~ 1..! tj 0.1_32 
# - ·- - - -- • - · 

of U.S. dollars 

$ 5,272 
58,802 

9,710,323 
63,925 
15,994 
79,650 
3,698 
1,103 

s 9,938,767 ·--·----·. 

$ 17,254 
30,560 

8,488,431 
76,394 
14A29 
76,401 
3,221 

485 

$ 8,707, l 75 

• 4 

. . . . ~ 



. · ' , . LIABILITIES Ai'ID CAPITAL 
F.Y. l974 F.Y. 1973 

Expressed in thousands Liabilities: In thousan'ds 
of yen 

I..ong-tenn borrowings \.. I - ---
. From the Government ...... .... .. . ¥2,461,054,000 

From the f nternational Bank for 
Reconstruction and Development . . . . 

External loan bonds· .. . .. . . .. .. . . . . : 
Undisbursed balance ofloans in 1 

• 
Japanese currenc~ . . . . . . . . . . . . . . . . . · 

Accrued jn terest payable .. . . .. . ..... . 

Payable to the National Treasury 

Other liabilities .............. . .. .. . . . . 
Total Liabilities· 

Reserve for possible lna11 losses . ...... . . . 
Capital . . . ·.· ................ 
Statutory reserve o o o o • 0 o o o o o o 0 o o o. o o I 

Guarantees of credit and other con tin-
gent liabilities ........ . .. . ....... 

19,688,873 
29,792,750 . 

4 1,033,000 
9,377,647 

. 576,529 

.6.77:._4.!..4~ 
2,568,24 7 ,220 

74,583,059 
233,97 1,000 
184,338.853 

-
¥3,061, 140.132 

(301,614.669) 

Includes undisbursed bal3nce. 
Includes the amount clue with in one year. 

of U.S. dollars 

$ 7,990,435 

63,925 
96,730 

133,224 
30,447 

1;872 
21,832 

·8,338:465 

242,153 
759,646 
598,503 
- - - -

$ 9,938,767 - ,,.., 

(1,057,562) 

$6,912,971 

76,394 
. 57,510 

109,929 
17,621 

4,204 
17,638 

7,196,267 

221. 179 
759,646 . 
530,083 

------
$ 81707, I 75 
·-.-~ 

( 1,060,510) 

Profit after deduction of statutory reserve I.as to be paid into the National Treaury. 
Capital is wholly owne1l by the Government. 
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Financial Statements of the Year (continued) 

. . 
Staten1ent of Earnings 

F.Y. 1974 F.Y. 1973 
Expressed in thousands 

Operating eamings 
Jn thousands 

of yen of U.S. dollars 
--·-·----- ------------

Interest on loans in Japanese currency ....... ¥188.443.116 
Interest on loans in foreign currenciis . . . . . . . 1.390,192 
Commission on guarantees of credit . . . . . . . . . 458.026 

· Income on Govemmen·t .secllrities . . ". .. . : .... · 582.212 

Total operating earnings 

Interest expenses 

On borrowings in Japanese currency .... . . .. : 
On borrowings in foreign currencies and . . 

ex ternal loan bonds and notes ... . .. .. ... . 
Total interest expenses ... . ........ . . . . 

Earnings before administrative and other 
expenses .... · .. . ........ ... . ..... . ... 

Administrative and other expenses 

Administrative expenses . . .. ..... . ....... . 
Depreciation . .. ...... ... ...... . ....... . 
Other (income) and expenses net .......... . 

Total administrative and other expenses . .... . 

Earnings before provision for possible loan 
losses ... . ...... .. .... ... . ......... . 

Provision for possible loan losses .. .... ... . . . 

------
190,873.546 

l 46,0i2',988 

·-- 2!~30,27~ 

148.553,267 --- ----

42,320,279 --- - -

7,165,494 
238,026 

(274, 195) 

7, 129,325 

35,190,954 
6,859.374 

NET EA RN IN GS. . . . . . . . . . . . . . . . . . . . . . ¥28,33 1,580 
. . ------

26 

$ 611,828 
4,514 
1,487 
1,890 

619.719 

474, 101 

8,215 

482,3 16 

137,403 

23.264 
773 

(891) 

23, 146 

114,257 
22,271 

$9 1.986 

$ 531,302 
4,938 
1,416 
3,808 

·541.464 

404,977 

8,325 

413,302 

128, 162 

17,6 10 
792 

(l,000) 

17,402 

110,760 
23,766 

$86,994 

. . 

. . . 

· ~ 

.J 
I 

; 

1 
! 
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.. 
Appropri'ation-of Net Earnings 

F.Y. 1974 
In thousands 

of yen 

F.Y. 197J 
Expressed in thousands 

of U.S. dollars 

For addition to Statutory Res~rve : . . ...... l¥ 21,073,278 
For payment to the National Treasury . . . . . . 7,258,302 

$ 68,420 
23,566 

s 59,955 
27,039 

I 

l¥ 28,331,5~0 $ ~1,986 s 86,994 · 

Sources of Funds 

. ,, 
... . -- . . 

The Bank is exempt from income t<>xe~. Instead 
it is required to pay to the National Tr~~asury 
each year Ute portion of net earnings remaining 
after provision for-statutory reserve under the 
provisions .of The Japan Development .Bank · 

. ~w. 

F.Y. 1974 F.Y. 1973 
In thousands 

of yen 
Expressed in thousands 

of U.S. dollars 

Government Investment .... .. . . ......... ; ¥ 0 $ 0 s 0 
Borrowings (net) 

From the Government . . . . . . . . . . . . . . . . . . 33 1,859 ,000 1,077,464 908,489 

From the International Bank for Recon-
struction and Development . . .. . ....... . 

External Loan Bonds ................ . . . 
Repayments of Principal .............. .. . . 
Reserved Earnings from Operations 
All Others ..... .. . . ............ . 

Total ... 

-3,840,441 
12,079,701 

259, 15 1,669 
28,229,885 
4,174,1_~ 

63 1 ,65~~~~ 

- 12,469 
39,220 

841,402 
91,655 
13,553 --------

s 2,050,825 - - -· 

- 18,230 
- 7,078 

747,487 
84,751 
50,601 

s 1,766,020 
=~--"""""9 

Consisu of statutory reserve, and non~sh chat81'S 
to earnings subic:mti:Uly all of which rclato to 
provision for possible loan losses. 
Represents the net change in other assets th;in 
loans nnd in other li:ibilitics tli:in borrowing1 
during che period covered. 
Totul is equal to the aggregate amount or author!· 
z.n tions m~de during the lisc:ll year. 
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Financial Stat~ments of the. Year.ccontinued) 

Loans 
F.Y. 1974 F.Y. 1973 

In thousands 
of yen 

Urban Development .. . ......... , .... . .. . ¥109,325,000 . . ... 
Regional Development ....... . ... . ..... . 
Improvement of the Quality of Li~e . .. .. .. : 
Energy Development'. . ........ . ........ . 
Marine Transportation .' .. . . · . ......... .' . . . 
Development of Technology ... .. ..... : .. . 
Other Projects ......... . ............ . . . . . . 

99,855,000 
178,089,000 
64,175,000 
78,616,000 
62,900,000 
38,694,000 

Total . : .... . .' . ..... ·. '. . . . . . . . . . . . . 631,654,000 
- - - ., ..... --· 

Expressed in thousands 
of U.S. dollars 

s 354,951 
324,205 
578,211 
208,360 
255,247 
204,221 

_ 125,630 

$ 2,q_?0,825 

$ 327,679 
263,182 
31.6,876 
207,130 
313,951 
185,046 
151,795 

$ l ,766,020 

Guarantees F.Y. 1974 F.Y. 1973 
Expressed in thousands 

Electric Power .. ...... . ...... .. ........ . 
Air Transportation ........... . ....... . . . 
Others ... . .......................... . 

Tot:.il ......... . . .. . . ............ . 

2 8 

--
In thousands 

of yen of U.S. dollars 

$ 16,068 
97,912 

0 
s 11 3,980 

$ 

s 

3,714 
0 
0 

3,71 4 

.. -

' . 
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. 
Mr. E:ichi Yoshioka, Governor 
The Japan Development Bank 
9-1, Otemachi 1-chome 
Chiyoda-ku, Tokyo 

:-· .. ..... 

Tokyo, May .19,.1975 

.. 
We have audited the balance sheet of The Japan Development Bank as of March 31, 1975 
and the related statements of earnings for the business year ended on that date. Our audit 
was made in accordance with The Japan Development Bank Law, Article 33 . 

• " ... • • < • ~ ... ,! • 

· The accounting principles and procedures followed by The J a'pan Development 'Bank are 
generally followed by banks in Japan and the aforesaid balance sheet and statements of 
earnings have been 1Jrepared in confomlity with such accounting principles arid procedures 
applied, in all material respects, on a consistent basis. 

' ' ,. .. ~. :\ .... . . 
The accompanying balance sheet as of March 31, 1975 and statement of earnings for the 
business year ended on that date have been prepared for purposes of this annual report by 
reclassifying the aforesaid financiat statements. We haye reviewed the reclassifications maqe 

. in preparing the accompanying financial statements and, in our opinion, such statements, 
as reclassified, present fairly the financial position of The Japan Development Bank as of 
March 31, 1975 and the results of its operations for the business year ended on that date 
on a consistent basis. · 

Toshio Fujita 
Auditor 

The Japan Development Uank 

Chuichi Takemura . 
Audi tor 

The Japan Development Dank 
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Five Year Development · 

Bnlance Sheet for the fiscnl year 
(in millions of U.S. dollars) 

1970 197 1 1972 1973 1974 -Assets 
Cash in banks 28 42 7 17 5 
Government securities, at cost 22 24 9 1 31 59 
Loans in Japanese currency 5,735 6,602 7,452 8,489 9,7 10 
Loans in foreign cun-encies 154 115 94 76 64 
Land, buildings and miscellaneous equipment. ·12 14 15 14 '16 
Accrued interest receivable 40 57 63 76 80 Other asse.ts 4 · 3 3 4 5 

Total 5,995 6,857 7,725 8,707 9,939 
Liabilities, Reserves and Capital 

Long-term borrowings 
. 

From the Government 4,337 5, 167 G,004 6,9 l3 7,990 
From the World Bank 154 11 5 95 76 64 
Ex~ernal loan bonds. 9 1 n· 65 58 ' . 97 

Undisbursed balance of loans in 
.Japanese currency 84 98 100 II 0 133 

Accrued interest payable ~I I CJ 17 17 30 
Payable to the National Treasury 8 2 1 (i 4 2 
Other liabilities 7 9 11 18 22 

Total liabilities -1.702 5,501 6,198 7, 196 8,338 
Reserve for possible loan losses 163 17') 197 22 1 242 Capital 760 760 760 760 760 
Statutory reserve 370 417 470 530 ~99 
_____ Total 2:.~~.:.ry:s_~nd ~~pita l 1,293 1,356 1 ,4~7 1,5 11 l,601 - - --·· - -- --- -- ·--Total S.1J95 6.857 7.725 8,707 9,939 ------·· - - --·---- - - -~ ·-- ·- ---

.10 
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. • 

Statement of Earnings for the fiscal year (Note) 

·------------ - - - -- ·--

Operating earnings 
Interest expenses 
Earnings before administrative and other expenses 
Administrative and other expenses 
Earnings before provision for possible loan lm:3es 
Provision for possible loan losses 
Net earnings .. 
Addition to statutory reserve 
Payment to National Treasury 

Loans for the fiscal year 

-- --
Urban development 
Regional development 
Improvement of the quality of lifr 
Energy development 
Marine transportation 
Development of technology 
Others 

Total 

Sour1.:cs of funds for the fiscnl yenr 

Reserved i.:arn ing'.> from operations 
Repayments of loans 
Borrowings: 

From the Government 
From the World Bank 
External loan bonds 

Others 

Total 

(in millions of U.S. dollars) 

1970 1971 1972 1973 1974 

375 428 472 541 620 
265 309 356 413 482 
110 119 116 128 137 

13 1 15 17 23 
97 11 8 IOI I 1 1 114• 

7 16 18 24 22 
90 102 83 87 . 92 
41 47 53 60 68 
49 55 30 27 24 

Nok: 
Between Aprill , 1967 and March 31, 1972, the Bank was 
changing its ptJ!icy of recording interest on loans from a · 
cash basis to an :iccrual basis prorated for the live years. 

· · Accordh ely, F.Y. 1969 and F.Y. 1970 arc iii process of 
adjustment to an accrual basis. 

(in millions of U.S. dolla°rs) 
- -------- --

1970 1971 1972 1973 1974 - ----· - -
150 20 1 240 328 355 
169 2 16 2·W 263 324 

13 94 195 J 17 578 
I ")'l 
I - -

136 149 207 208 
3-!7 374 440 314 255 
1 5~ 227 130 185 204 
15 I 132 IOI IS 1 127 

- - - - ----
1.11 0 1.380 1.495 1.766 2,051 -

(in millions of U.S. dollars) 

1970 1971 1972 1973 1974 - -· - -
50 (1-l 72 85 92 

·160 SJX 666 747 S-t I 

62 1 SJO 837 908 l ,077 

- 2-t - 25 - 20 - 18 - 11 
6 - 8 ... 7 - 7 39 

- 3 - 19 - 53 51 14 
- -

1.110 1 .3~0 I ,-l95 1. 766 2.051 -
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Managemen.t & Organizatio·n Chart 

Governor 

Deputy Governor 

Executive Directors 

Auditors 

Counselors ·I 

Office of 
Secretariat 

-'-'-----' 

Personnel Dept. 

Inspection Dept. 

Eiichi Yoshioka 
Takatomo Watanabe 
Jin Komiya 

Counselors Shigeo Nagano Director and 
Honorary Chairm:in, Nippon 
Steel Corporation 

Hideo Kamibayashi 
Kiyoto Iwata 
Kazuhiko Nomura 
Reitaro Y onemoto 
Toshio Maruyama 
Masatoshi Kitamura 
Kenichi Azuma 
Toshio Fujita 
Chuichi Takemura 

Governor 

Kogoro Uemura Honorary 
President, The Federation of 
Economic Organizations 

Seiichi Tobata Advisor, 
Institute of Developing Economies 

Yoshiya Ariyoshi Chairman, 
Nippon Yusen Kaisha, Ltd. 

Saburo .Oki ta President, 
The Overseas Economic 
Cooperation Fund 

Kiyoshi Nakatsukasa 
Ch::irman, Kancgnfochi Chemical 
Industry Co., Ltd. 

. j 

Deputy Governor 

Executive Directors· 

I 
Programming I 

.__--=C_o_or_d_in_n_t i~o.;..;.n_D_e..__t. _ _, --· j 

I Operations L 
~--P_l_an_n_in~g~D.;..;.e_,p~t_. _--1f , 

I 

ystems Planning & 
Com uter Services De >t. 

Loan Dept. I 

Loan Dept. Ill 
L-1 __ L_o_an_ Dept. II =i j 

.._ __ Pl_n_nn_i_n_g_D_e_p_i._ ....... h I Loan Dept. IV I- ; Loan Dept. for 
Urban Develo mcnl 

(asofMay31, 1975) 

Auditors 

L. 

________ _,jf L Bureau or Rcgiona 

1
1 Loan Dept. . Development International Dept. Overseas Represen ta tivc 

Offices 
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Credit Analysis Dept. j- I 
Economic & Indust rial 

Research De t. 

Library & nformation 
Services 

ranc 1cs & Domestic 

Accounting & 
Treasury Dept. 

enernl Services 
De t. 

~ese:irc 1 nst1tute 
~Capital Formation 

Re rcsent:itive Offices 
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International Department 
Cable Address: DEVEBANK TO KYO 
Telex: J24343 DEVEBANK 

Branches: 
Osaka, Nagoya, Fukuoka, Sapporo, Takamatsu , Hiroshima 

and Kanazawa 
Representative Offices: 

v~aoshima and Matsue 
( .. 

Washington, D.C. 

New York 
.•. 

London 

Suite 600, 1019-19th Street, N.W. 
Washington, D.C. 20036, U.S.A. 

Telephone: (202) 331-8696 

Cable Address: DEVEBANK WASHINGTONDC 
Telex: 440084 

Room 306, 71 Broadwny 
New York, N. Y. 10006, U.S.A. 
Telephone: (213) 269-0527 
Cable Address: DEVEBANKMIN NEWYORK 

Telex: 421054 
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Institution: 

Location: 

Size: 
Assets: 
Capital: 

Purpose: 

Sou rec of Funds: 

Management Structure: 

Managemenl of Funds: 

Portfolio: 

National Financie ra S. A. 

Mexico City, Mexico . Offices in New York and Tokyo . 

12/31/75 
U. S. $6. 1 billion 

U. S . $555 million (ir~cluding reserves and special funds) 

National Financiera S . A. (11 Nafinsa11 ) was established in 
1934 and is ~he principal instrument of the Hexican 
Government for the financing of economic Jevelopment in 
Mexico. By law, the Government must own 51% of 
Nafinsa 1s capital stock. At 12/3 1/75, the Government 
owned, directly and indi:-ectly, 68% of such stock, with 
the balance owned by othe i :'.1exican institutions . 

Nafinsa's broad purpose is to assist in the financing of 
development p rejects which (I) create employment; 
(2) improve personal income; (3) expand regional develop­
m e nt; (4) cent ra liz e industry; (5) promote exports; (5) 
stimulate capital formation; (6) foster economic independence. 

Capital funds contributed by the Governm ent, borrowings, 
retain~d earnings and cash flow from lending operations. 
Principal sou t·ce is borrowings. By law, the Government 
ca n call up addiUonal capital subscriptions from certain 
Mexican financial institutions. Nafinsa a lso administers 
209 specia l purpo~e development trust funds for the 
a c count of the Gove rnmc nt. 

Managed by Boa rd of Dit·cctors (Minister of Finance is 
C haiJ.·man). Director Get.era! is responsible for ongoing 
operations and policy . Prec ident of Mexico may veto 
i·esolulions of Board under certain circumstances. Total 
staff approximately l, 600. 

Jnte rnal. 

Nafinsa may pa rli c ipate in lhc financing of development 
p rej ec ts lh rough di ree l l oans , l oan gua rantees or equity 
inves lmcnls, a ll of which may b e extended to or made in 
o r on behalf o( bolh public and pdvatc sector entilies. 
Principa l aclivily is dirccl lending (U.S. $ 4.9 billion 
outstandi ng) wilh public secto r borrowers accounting for 



I 

National Financiera S.A~ 

?ortfolio: 
(cont 'd.) 

Capital Structure: 

Income : 

the majority of outstanding (U. S. $2 .8 billion) at year 
end. At same date, equity investments in private 
ente rpri&es totalled U. S. $500 million and guarantees 
U . S. $1 . 5 billion, substa ntially all of.which were extended 
on behalf of public enterprises borrowing abroad-. General 
terms of Nafinsa's loa ns are more liberal than those 
available elsewhere in Mexico. Nafinsa frequently engages 
in debt restructuring agreements. 

Debt 
Capital 

Total 

12/31/75 
U . S . $5.2 billion 
U.S. .5 billion 
U . S . $5. i billion 

91 . 2% . 
8.8 

100 . 0% 

Net income allocated annually in accordance with following 
schedule: (1) 10% l o legal reserve until res e rve equa ls 
par value of subsc ribed stock; (2) preferred dividends; 
(3) common dividends; (4) 8% to employees ; (5) balance to 
surplus . Amount of preferred dividends and common 
dividends equal t o 8% of the par value of the r e spective 
sccuriti !S. 



Consolidated Statement of Condition 

/v\arch 31, 197 6 
Milin Of ficc: 

lsilbcl lil Ci1 lolicil 51 
Mex ico 1. u. f. 

Cable: NAFIN r tl1·x. U II n !iJll 
Rcprescnl.1 tivr Oll1ll"• 

1120 Conncc lirnl Ave. M 1~ Xil ,lf1 I mbilssy 
Suilc 11 1!0 15·7 ll,11,.1 1.1 Cho, 2 Cho111c 

Wi!shing lo11, D. C. 70036 Chiyud.1 hu, Tokyo 

._ 



'N_acional Financier a, 
ConsoLida~ed Statenient of Condition, March 31, ·1976 

ASSETS 

Cosh ond deposits In Bonk of Mexico 
Domestic and foreign bank balances 
Other liquid assets 

Subtotal 

Government securities and lnteresl·bear­
lng deposits In Bank of tviux1co 

Flxed·lncomo securities 
Stocks 

Subtotal 

loss: Reserve 
Subtotal 

Discounts 
Direct nnd sncurod loons 
Lonn::i on current account 
Worklnn copilnl loans 
Pl11 111 1111d equipment loans 

S11hlotnl 

llnc!clvnlilo on securities purchased un· 
dor ngrecn1cnt3 to resell 

r111ures 
Sundry debtors - net 
Other Investments - not 
r:urnllure one! equipment 74 617 328.89 
lr.~s : Reserve 44 346 134.04 
lfank premises 74 464 067.13 
Lcs!l : Roservo 4 057 085.23 
Dufr.rrmJ charoos ...:.... not 

Tnt :1/ A:; .~c t s 

Pesos 
s 317 026 896.53 

668 474 760.57 
467 889 201.74 

1 453 392 858.84 

1 398 164 581.73 
577 739 567.01 

6 286 925 756.13 
6 262 829 904.87 

223 197 584 .93 
8 039 632 319.94 

945472741.43 
15210 562 226.35 
46 2(4 936 903 .71 

740 876 525.47 
I 336 612 860.00 

64 438 461 256.96 

2 251 000.00 
11 771 408.64 

1 325 102 486.67 
243 328 765.91 

30 271 194.85 

70 407 001 .90 
334 626 537.46 

s 75 949 244 851.17 

LIABILITIES AND CAPITAL 

Bonds outstunding 
Obligations outstanding 

Subtc tal 
Demand deposits 
Other demand llabllltles 

Subtotal 
Certificates o.f deposit 
Bank loans 
Other term llabl lltles 

Subtotal 
Securities purchased under agreements 

to resell 
Other deposits and llobllitlcs · 
Reserve for sundry llobilities 
Deferred credits 
Authorized r ::pl tal 2 300 000 000.00 
Less: Unpaid 247 502 800.00 

Subtotal 2 052 497 200.00 
Legal and other 

reserves 582 048 009.53 
Surplus from reval-

uotlon of bank 
premises 12 421 957.35 

Profits for the current 
ycor (July I. 1975 
to date) 243 242 200.60 
Subtotal 

Total Llabllltles and Cap/lo/ . 

Pesos 
s 9 172 176 391.00 

557 307 000.00 
9 729 485 391 .00 

351 641 721.31 
2 719 518 533.39 
3 071 160 254.70 
9 142 886 520.00 

45 433 339 779.78 
3 326 094 832.48 

57 902 321 132.26 

7 556 200.00 
168 590 060.16 
V .'.' 682 979.08 
81 't ..!39 376.49 

2 890 209 457.4P 

s 75 949 244 851 .17 

MrMORANOA ACCOUNTS 

l:11dor::omu11t11 
G11nr::mtcoi; 
lrrevocnhlfi lcuors of credit 
Other con tlrluen1 liobllit!os 
Assets In trust 
/\ssots 111 r.ustodianshlp or mJmlnlstrnt lon 
nool!l try :iccounts 

P esos 

s 506 801 453.53 
24 572 756 338.23 

1 156 463 609.39 
'84 108 884.10 

I B 325 :f i2'ii'8.31 
59 161 131 627.68 

S 2G 320 130 11 85 ,2~ 

77 487 053 925.99 
162 045 209 631 .49 

( 12.5 pesos - 1 U.S. Dollor) 

l hl!1 :>1 1110111ont of conufllon wns drawn up In compll:inco with tho rules estobllshod by tho National Onnklng ond 
111 .. 111 11111.0 Commls:ilon. nnu b;ilnncos In foreign curronclo:i hn,·o boon convortod at tho ratos of oxchonoo In nlfoct on tho 
i:lr11;li10 tlntu. Tho sum of 9 2G1 593 "70 1.57 pesos of t nvo~tmnnts In securit ies ond loons roprosent11 assets oormorkod to 
11111111111too borids lsnuod by tho ln11t ltutlon. Tho stiltomont hos 1:-een opprovod by tho Gonorol Director and tho Vlgllonco 
Ofl lcor. 

flclal developmerit bank1 WM crntnblisl\ed by Act 
of Congress In 1934. It Is thn lnr{lc:st· r.rcdlt Institu­
tion In Maxico after tho Unnk of Moxico (tho 
central ti ~mk). 

Business 

Nacional Financiera serves as the Govern· 
ment'~ principal instrument for financing the eco· 
nomic infrastructure and promoting industries. 

Numerous industrial firms, both public and 
private, which operate on a national scale receive 
financial assistance frcm Nacional Financlcra, 
and many companies have been formed as o 
result of its promotional work. Some of these 
enterprises are .joint ventu1·es with participation 
of foreign share capital and technology. 

Naclonal Financlura Is also vigorously pro· 
mating small businet.s enterprises in locolities 
throughout the countr:f. 

It administers cfovelopment trust lunds for 
programs placed In its charge by the Federal 
Government. such as the funds for small and 
medium-scale ir.dustry and for tourism. 

Its operations include: 

- extending medium and long-term loans. 

- guaranteeing obligations contracted with 
other lenders, principally abroad. 

- investing !n securities, lncludinn share r.ap· 
Ital In bu s in c~s en :«~ rprif.on. · 

- acting ns \;qc r.: of tho Feder;:; ~~ovcrnment 
tn contracting long·\..:-rm !:1;t11 s ·1hi v 11cl , 

- trading in sacuriti r.~1 ov1~ r· llu:· r.ount nr. 

- prov iding technical nsslstancc lor prn·in· 
vestment studies. 

Nocionol Finoncicra mobilizes r r. ~:ourccn from 
Its capltnl and reserves, securit y is:.;uns placed on 
tho domestic market. loans obtained from abrood. 
guarantee li '1bllitios. unci trust funds. 



It has credit relations with the World Bank, 
the lrHet·-American Development Bank, Export De· 
velopmenl Corporation of Canada. Export Credits 
Guorontee Department of England, Banque Na­
lionalc de Paris, Kreditanst~lt fur Wlederaufbau 
of Germany, lstituto Moblllare Italiano in Rome. 
Ex11ort-lmport Bank of Japan and Export-Import 
Bank of the Ur1itcd States, as well as with other 
banks and suppliers of equipment all over the 
world. 

Its exte•:wl bonds ore traded on the stock 
exchange~ '. 11 Lon<lo11, Luxembourg, Frankfort, Ham· 
burg, and Dusseldorf. 

E c:cmcm1ic clc:vcloomcn: Ii nancing 

Of the total f·inc1ncing outstanding granted by 
Naclonol Financiera, 22% ls invested In the econo-
111y's infr:istructu:-e: highways , communications. 
irri~Jotion and other public investments. 

Another 74% is invested in basic ind•Jstries. 
pri111:ip:llly iron and steel. petroleum, electricity, 
tn11wp11rl r•tion. mining, and in manufacturing in­
dustric!; i111:h1elin!J textiles. food products, paper, 
chc111ical::, 1111 !l :tl products and machinery and 
trani>pml eq1 ii pmc11t. 

Naclonal Flnanciera's authorized capital was 
f:tlsed to 2 300 million pesos at the Shareholders ' 
Meeting on September 27. 1973. The Federal Gov· 
ernmcnt is the exclusive owner of Series A shares 
rcprcsenllng 51 % of the total. Series B bearer 
slw res ore held by banking institutions and the 
~1rne l'a l public and arc listed on the domestic 
soc11ri l y exchonges. 

Tll r1!c of the seven members of the Board of 
Directors :ire nppoint<!cl by the Fcderol Govern· 
111cn1 . 1 he Secrcwry of Flnnncc is Chnirm:m of 
tho no:11d. Serie::: 0 :> 11.ir< :~: elect the remaining 
three mc1nl11:rr. . 

Nacion:il l'i11:mr: i1:i;1 lt:i:: 111ndo profits every 
ycor since ii!> 1·:• lalili:;l111w111. Fron1 19GI to 1972 
cash dividend:~ of !) "111 h :1v 1 ho1m p11ld r.uch yeor on 
Series A ond Scri1;:. II ~II ll't :l. A ulvfdcnd of 12% 
wns er.I .ti rnr •rn 

0 ff i c' e. r s 1 

GENERAL DIRECTOR 

GUSTAVO ROMERO KOLP.ECK 

General Subdlrector 
CAVID !BARRA MUr'lOZ 

M .Jclote Directors 

AUUSTIN FOUOUE 
JOSE TERRONES LANGONE 

General C1ntroller 

JORGE FEDfAICO MEADE 

Regional B->~a-r:ches 
ACAPULCO, GUERRERO 
Costera Miguel Alemon No. 3055 

CIUDAD JUAREZ, CHIHUAHUA 
Centro Comerclal PRONAF 

CULIACAN, SINALOA 
Alvaro Obreg6n No. 636, 2o. plso 

GUADALAJARA, JALISCO 
16 de Septlembre No. 446 

JALAPA, VERACRUZ 
Clavljero No. 19 

LEON, GUANAJUATO 
Olvd. L6pei Motcos No. 013 Ptc. 

MERIDA. YUCATAN 
C:!llc 60 No. 515, 2o. plso 

MONTERREY, NUEVO LEON 
Morelos No. 177 Ptc .. 3er. plso 

MORELIA. MICHOACAN 
Portal Matamoros No. 70 

PUEBLA. PUEBLA 
2 Oricnte No. G, 3or. plso 

TAMPICO, TAMAULIPAS 
Altamira No. 101 Oto. 

TIJUANA. BAJA CALIFORNIA 
Calle Segundo (Bonito Ju6roz) No. 1334, ler. plso 

TOLUCA. ESTAOO DE MEXICO 
Morelos No. 100, l or. plso 

TORREON, COAHUILA 
Calzod:i Col6n No. 209 Norto 

VILLAHERMOSA. TAOASCO 
Molcc6n Corlos A. Mndrozo No. 1051. tor. ntso 

MEXICO CITY BRANCH 
Av. Unlvorsldnd 1000 

Centro Comorclul Plnzo Unlvcrsldh•J 

1 1\1 of May 3. 1976. 



Pll'OSPECTUS 

iJ.S. $ 30,000,000 

N acional Financiera, S. A. 
{A national credit institution of Mexico) 

10% Bonds Due 1st July, 1981 

The offering price of the Bonds is 100 per cent. of the principal amount thereof, plus accrued interest 
(if any). 

The Bonds are not redeemable prior to maturity, except as provided under "Description of the Bonds­
Redemption and Purchase of Bonds" herein. 

Principal of and premium, if any, and interest on the Bonds will be paid without deduction for or on 
account of Mexican taxes to the extent set forth under "Description or the Bonds-Taxation in Mexico." 
Interest from 1st July, 1976 is payable annually in arrears beginning on 1st July, 1977 in New York City, 
London, Brussels, Frankfurt/Main, Luxembourg, Paris and Zuric.h. 

Application has been made to the Council of The Stock Exchange of the United Kingdom and the Re .. 
public of Ireland ("The Stock Exchange") for Lhe Bonds to be admitted to the Official List. 

The Bonds have not been registered undrr ·the Securities Act of 1933 of the United States of America 
and may not be off ercd, sold or delivered directly or indirectly in the United States of America (including 
its possessions and territories and areas subject to its jurisdiction), or to nationals or residents thereof, as 
described under "Subscription, Underwriting and Sale." 

It is expected that delivery of the Bonds will be made in London at the offices of Credit Suisse White 
Weld Limited, 148 Leadenhall Street, London EC3V 4PD, on or about 8th July, 1976. 

Credit Suisse White Weld Limited 

Credit Commercial de France 

1-Iambros Bank Limited 

Orion Bank Limited 

Swiss Bank Corporation (Overseas) 
Limited 

Dresdner Bank Aktiengesellscbaft 

Kredietbank S.A. Luxembourgeoise 

Societe Generate 

Banco Internacional, S.A. 

The date of this Prospectus is 16th June. 1976. 
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This Prospectus contains information given in compliance with the Uegulations of The 
Stock Exchange for the purpose of giving information to the public with regard to Nacional 
Financiera, S.A. ("Nafinsa") and the Bonds. 'fhe Director General of Nafinsa accepts full 
responsibility for the accuracy of the information given in this Prospectus and confirms, 
having made all reasonable enquiries, that to the best of his knowledge and belief there are no 
other facts the omission of which would make any statement in this Prospectus mis leading. 

No person has been ai·thorised to give any information or make auy representation in 
connection with the off erlng of the Bonds other than that contained in this Prospectus and, 
if given or made, any such information or representation .hould not be relied upon as having 
be0n authorised by Nafinsa or any of the Managers (as defined on page 76). Neither the delivery 
of this Prospectus, nor any sale made hereunder, shall in any circums tances create any implica­
tion that there has been no change in the affairs of Nafinsa s ince the date thereof. This Pros­
pectus does not constitute an offer or solicitation l>y anyone in any jurisdiction in which such 
offer or solicitation is not authorised or to any person to whom it is unlawful to make such offer 
or solicitation. 

TABLE OF CONTENTS 

)JESCRIT·TION OF 'fHE BONDS . •••. ••.•• 
:Ll1:11omination nnd 'l'rnnsfer .••..•••••. • 
Negative Pledge .. . •. . . . ... • .. • ••..... 
Payment of Principal and Interest •• : • • . 
Tax:i. tiuu in Mex.ice ...•....•..••...• , • 
Redemption and Purchase of llonds ... •. 
Replacement of Bonds nnd CouJ>ons ..•• . 
Events of Default ... . .... . ...... . ... . 
Notices • . ••.•.•......••.. • . . ....• • ..• 
Presc ription nnd Limitation of Actions • . 
C-Onsenl to Service ••••••. • • , •••.•••.• 
Governing Lnw ..•........ . ....... • ..• 

USE OF PROCEEDS ....... .. .......... .. 
NACION AL FINANCIERA1 S.I\ . •.•...•..• 

Introduction ......................... . 
Cnpitulizalion • • . ..•..• . .••....••.•..• 
Statement or Income . • .•.•. , . . .•...... 
Business ....................... •. .... 

Lonn Opcrnlion:i ...... . •. . ...••..• 
l...01111 Guarantee Opcrnlions .•. • .••. 
Equity lrwestments ••.••.•••.•.••• 
Sources or Funds ..•.• • .••....•.. • 
Trust. 1 'unds .......•............• 

Property ...............•• . ..• •.... . .. 
Em11loyccs • • • . . .•..•..••...........• 
Management .. , .•.. , •.•. , • . , , , . , • .•.. 
Directors, Comis11rio.1 und ExecuUvo OC-

liccrs ...•... .......... . •. ..... , ...• 
Cnpilul Stock .• •.. ...•. . •.... . •.•. . . .. 
011in ion of IndeJlendent Audltor11 .....• 
F'inancinl Slnlcrnc11ls ..• •.•• .•. , •.. , •• 

MEV~CO ... . .....•...............•.. . ..• 
Gcncrnl ............................. . 
Form oC Government. n11d Polltlcnl Parties 
F.x ler~ml ,Affoirs 1111<1 Inturnnllonal Or· 

gnni t nlions ........••.• • , • , , , •.•.•• 
The l\lcxican F.co110111y ........ . , •. , ••. 

ll·tn11 ••• • .••••.•...••.•......•..•. 

P11ge 

7 
7 
7 
8 
9 

11 
11 
H 
15 
lG 
17 
18 
18 
18 

18 
11) 
20 
21 
:ll 
31 
31 

31 
112 
34 

Gross Do1hestic Product by Mnjor 
Sectors ..... . .......... .. ..... . 

Role of Govcniment in the Economy , 
Employment .•...•....••....•...•. 
Price Levels ..... . ............... . 
Agriculture and Livcslock ... • . .... 
Manurncturing . •• , •• . , ... •••.. .• . 
Petroleum and Hclnt<:d Products .. . 
Minlni,t , .•.•.. . .. . .•..•..•...•. .. 
Elcclr1c Power . . ..•. ...... •...... 
'l'runsporlalion and Communicntions 
'l'ouris m ...........•...•........ . 
Educutio11, Welfare nnd Housing ... 

Foreig11 Trade nnd Unl1111ce or Pnyme11ls. 
F'orcib'll 'frncle .............. • • • . . • 
Bnl1111c:e of l11lern11tionnl Pnyme11ts . 

l"oreig11 Exchnngc nnd Hcservm1 ....... . 
Forciir11 .F:xchnngc Hules and Ex­

chnnyo Control .. , ..•....... • ..• 
Goh! nnd Foreign Excl11111gc H!!scrvcs 
Subscri ptions to 111lcrn11lio11nl Fi­

n1111ci11l I 11s tl tulionu ... .. •....... 
Foreign l nvcsltncnl In Mexico . • . , . , , . •• 
Monetary System ~nd IJ1111kin1\ ..... , .. . 

U1111k of Mexico mul !'11011(' t11ry l'ulit;y 
r.to11or Sup11ly •........ .... •...... 
Bunk•.nj( Systcru , .•...........•... 
Sccu r1l1e8 l\lnr l<t1ts ....... . . ••.. . , • 

l'uhlic Finance .....• .• .........• , . • . .. 
Federal Cow·rn 1111•11t Hc\'(•11111•:1 nrul 

l~xpcr11liL1trt•s ............ . .. . .. . 
'J'ux11lio11 .•..• • . •.. . ..••••..••••.• 

Puhllc lld1L ......................... . 
J >chL Ht'conl . . .. .•... ...•. ..... •• 

'1'11hltn1 and Supplrm~ntary l11forrn11llon , , 

I.l·:(:A I. Ol'INIONR ........ ... .... . ...... . 
f;Ull8CIOl ' 'l ' ION , UNDEH \'/Hl'rlNC: AND 

S1\l11•! ... ••... • . •..... . I •• • ••• I • • ••• ' •• 

Page 

36 
36 
87 
as 
:rn 
40 
41 
43 
4ll 
4·1 
46 
•IG 
·17 
1\7 
61 
63 

li3 
6!l 

56 
55 
fill 
66 
Ii'{ 
[17 

fiS 
58 

7G (;ro11 11 Domroi1tlc Pt•oduct 11n1l Exp1)ndl-
l urc11 . .. .. . .. .. .. .. • . . .. .. . . . .. 3G ADDl'l' IONAJ. 1N1"0 Hf\IATI ON .. .. .. . .. .. 79 

The Managers may ~ITect transaclions in the open nmrlcct 01· otherwise in connec tion with 
the dis lrihution of the Bonds with n view to st11hilisi11~ 01· 111aintai11i11!t' the ma1•ltcl 111·icc of the 
Douds at levels above those which mi~ht otherwise prevail in the open market. Such 1t·a11:-ac· 
tions, if commt!ncccl, rnny be clisconlinued at any lime. 

Ucfcrcnct•s herein lo "P'' and " pesos'' a rc to l\ JC'xicnn 11csos and t'l'fcrcn ccs to "S'' and 
"dollars" n1·c lo United States dolla1·s. In Apl'il rn;;.t the p111· vahll' of lhe l> C.'.':iO was est:1uli ·hcd 
under the A. ticll.!s of A~rt!cmcnt of the International l\to1wlary F1111d nt 1'1 ~ .rio JH'I' $1.110 and, 
unless otherwise incl icntt•d, 1111 convers ions herein arc madt· nl ~uch l'atc. 011 J Ith .lune•, l!J'i (i, 
th~ repor ted sellln ~ price for hank transfers fur the JH•s o in New York City Wll!i $.Cl '01. 

2 

l 
t' 

) . 
! 
I 
I 

. ' 



DESCRIPTION OF THE BONDS 

The Bonds will be direct unsecured obligations of N afinsa. The Managers have been ad­
vised by Messrs. Goodrich, Dalton, Little & Riquelme, special Mexican counsd to the Man­
agers, that under Nafinsa's Organic Law Mexico will be responsible for payinent of principal 
of, and premium, if any, and interest on, the Bonds. 

The Bonds will be issued under a Fiscal Agency Agreement to be dated as o'f 1st July, 1976 
(the "Fiscal Agency Agreement") between Nafinsa and European-American Bank & Trust 
Company (the "Fiscal Agent") . Certain statements under this caption are summaries of, and 
are subject to, detailed provisions of the Fiscal Agency Agreement, copies of which m ay be 
inspected nt the offices of the Fiscal Agent and the Paying Agencies referred to below. 

The principal amount. of the Bonds to be issued under the Fiscal Agency Airrcement will be 
limited to $30,000,000. The Fiseal Agency Agreement will not limit other indebtedness or 
securities which may be issued by Nafinsa. 

Denomination and Transter 
The Bonds will be issued in bearer form in denominntions of $1,000 1md title thereto 

will pass by delivery. 

Negative Pledge 
At their issuance, the Bonds will rank pari passu with all other external indebtedness of 

Nnfinsa for borrowed money and with all guarantees by Nafinsa of external indebtedness of 
others for borrowed money. Nnfinsa will be obligated to secure the Bonds equally and ratably 
if in the future 'it secures any present or future external indebtedness of Nafinsa for borrowed 
money or any present or fu ture guarantee by Nnfinsa of external indebtedness of others for 
borrowed money. The term "external indebtedness" wi ll be defined in the Fiscal Agency Agree­
ment to mean indebtedness for money borrowed outside Mexico from a person who, ns to 
Mexico, is a non-l'esident individual, fiduci:wy, coqio1·alio11 or uni ncorporated associ11lio11 nncl 
indebtedness for money borrowed outside Mexico evidenced hy instruments originally is1mcd to 
any such person. 

Payment of Principn1 nnd Interest 

The Bonds will be dated 1st July, 1976, will mature 011 1st .July, 1981 and will bear interest 
from lat July, 1976, payable annually on 1st July, commencing 1st July, 1077, at the rate set 
forth on tho cover page h ereof. The Bonds and coupons muy be presented for puyment in U.S. 
doll1\rs (a) at the corpornle t rust omce of the Fi~cal Agent in New York City; or (b) suhject 
to applicnblo laws and regulations, ut the mai n offices of Midland Bnnk Limited, J,,ondon; Soci6t6 
Genomic de Banque S.A., Brussels; Deutsche Rnnk Aktlengesellschaft, Frankfurt/Mnin; 
Banque Gcnorulc du Luxcmhourg S.A., Lux<.•mbourg; Soci6t6 Gcncr:tlc, Paris nnd Credit 
Suisse, Zurich. Payment at th" Jff\ccs referred to in (b) above will bo made by U.S. dollar cheque 
drnwn on n bnnk in New York City or by n trnnsfcr lo a U.S. dollnr nccount mainlnincd hy tho 
holcl<?r with n bnnk in New York City or in such other p lnco us t ho holder mny specify from lime 
lo time nud llS shall be ncceptnble to t he Fiscnl Agent nnd lhe nffcclccl Paying Agc11t. Nnfinsn 
mny vary or terminate the lippolnlmeut of such pnying ugcucies from time to timt? hut will nt 
nil times maintai n n paying agency in New York C1ty. 

'fuxnt ion in Mexico 
Nnftnaa will ngree to pny principnl of, nnd prumlum, if nuy, nnd i11lcrcsl. on, the Douds 

wlthnul <leducti ~n for, or on nccounl of, nny prcsf'nt or fu ture tux, m1sessrnc11t or other govern­
meulal charge required by Mexico or .rny political subdlvis ior1 thereof lo he wilhhulcl wilh re· 
spect lo such pa~1nents unless Nnfmsn is required by law lo dccluct or withhold such laxes, 
nsscs!;mcnls or chnrges, in which CV(Jlll. Nnfinsn will pny such ncldilio1111l :m1ounls of, or in 
respect of, pl'incipnl of, nnd premium, if t\lly, and interest on, tho Boncls ns wi ll result (after 
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deduction of said taxes,' assessments or charges} in the payment to the holders of the Bond5 
.and coupons of the amounts which would otherwise have been payable in respect thereof. 
Reference herein to principal of, and premium, if any, and interest on, the Bonds shall be 
d~med to include any additional amounts which would be payable pursuant to the preceding 
sentP.nce. 

The Managers have b~n advised by .Messrs. Goodrich, Dalton, Little & Riquelme that, 
inasmuch as the Bonds will be issued and delivered outside of Mexico, no holder would, under 
i;he Mexican income tax law presently ~n effect, be subject to Mexican income tax on gains 
realized or.. the sale of the Bonds if (i) such holder is, as to Mexi ::o, ·. nonresident alien in­
dividual, fiduciary, corporation or r.nincorporated association, and further (ii) no element 
eof the sale occurs or becomes effective ·Ni thin. the territorial jurisdiction of Mexico. 

ltedemp'tfon and Purchase of Bond~ 

Th.e Bond~ may not be redeem .. d by Nafinsa prior to their stated maturity except as p 1·0-

vided 1,n this paragraph. If in order to comply with the requirements of the first parugraph 
u.nder "Taxation in Mexico" Nafinsa shall at any time be required to pay any amounts in excess 
of the amounts which Nafinsa would be rec1uired by reason of laws in effect on 1st July, 1976 
fa pay in order to comply with the requirements of such paragraph, Nafinsa may at its option 
t'edeem nil (but not less than all) Bonds then outstanding at the following redemption prices 
(which are expressed as percentages of principal amount), in each case together with accrued 
interest to the dnte fixed for redemption, as prov£ded in the Fiscal Ageucy Agreement: 

If Redeemed 
DurlnJf 12-Month 
Period Beginning 

lst July, 

1976 .. .... . ..... .. ...... .. . .. ...... . ............. . 
1977 . . ' .... . ...... ... . .. ............. . .... . ...... . 
1978 . . ..... . ....... . ... . .. . .... .. . . ..... . ....• ... . 
1979 t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t t I t t t t t t I t t t t t 

l.!180 .... . .................•................ ...... . 

Redemption 
Price 

101% 
lOOo/17o 
100Y2 % 
1001/ L% 
100% 

Notice of redemption shall he given at least 30 days and not more thnn 60 clays before the date 
fiJced for redemption by p ublication in lhe rnnnner provided under ''Notices". Bonds must be 
presented .for redemption in the manner specified in such notice, with 1.111 unmaturcd interest 
coupons nppertaining thereto attached. The nmount of m1y such coupons missing from a re­
dEtemerl Bond will be deducted from the principal 1u11ou11L duo for pnymc11L. Amou nts so de­
ducted will be paid upon due presentation of the co1111011H. 'l'hc Fiscal AsrcmL shall cm1cel a ll 
Bonds t'Llld coupons so redeemed. 

Nnfinsa mny at nny time put·chasti Ho111ls in the 011en market at any price or hy privntc 
ng·reement ut u price not exceeding 110% of lhc principnl :unoui.1-. tlwrt•o f (exclusive of nc­
c1·11ed interest nnd expe11ses} , in which case it shnll forthwith su1Tc11dcr them (with nll un­
mntured coupons nttached) to the Fiscnl Agent for cancellation. Pending the smrcndor of the 
Bcinds to the Fiscal Agent for cnnccllntion, Na !insn shall not I.Jo c11titlcd Lo :~e ll or otherwise 
diupose of the same. 

Replncement of Uonds nnd Coupons 

If a Bond or coupon is mutilated, defaced, losl, stolen 01· dest royed it will be rt!placcd nt 
the~ office of the Fiscal Agent on payment of such cos ts as mny lie i l'.: lll'l'ed in conncclion thci·e­
with and on such t erms as to evidence and indemnity 11s N 11r111sn 1111(1 the Fiscn'. A~cnt may rc­
qui· o in their r espective sola discretion. Mutilnlcd or dcracc!d Bond:; or coupon:; must be sur· 
rendered before replacements wi ll be issued. 
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Events of Default 

Each Bond will provide that in case one or more of the follo1~·ing events ("Events of De­
fault") sha~ l have occurred and be continuing, that is to say: 

(a) default in the payment when due of the principal of, or premium, if any, or 
interest on, such Bond, and the continuance of any such default for a period of 30 
days; or 

(b) default in the performance or observance of any other covenant or agreement 
contained in such Bond, an¢! the continuance of any such default for a period of 90 days 
after written notice specifying such default has been given to the Fiscal Agent by the 
holder of such Bond; or 

(c) if an event of default,· as defined in any mortgng~, indenture or instrument under 
which there may be issued, or by which there may be secured or evidenced, any external 
indebtedness for money borrowed of Nafinsa, which indebtedness w&s originally evidenced 
by instruments issued in a public offering, whP.ther such indebtedness now exists or shall 
hereafter be created, shall happen and shall result in any such indebtedness becoming or 
being duly declared due and payable prior to the date on which it would otherwise become 
due and payable, or any such indebtedness shall not be paid when the same shall be due 
and payable (whether at sche<luled maturity, by redemption or acceleration or otherwise). 
and such nonpayment shall continue beyond any applicable periods of grace; or 

(d) Nafinsa shall be adjudicated a bankrupt or insolvent, or admit in wriling its in­
ability to pay its debts as they mature, or make an assignment for the benefit of its 
creditors; or Nafinsa shall institu te any proceed ings for bankruptcy, reorganization (sus­
pension de pagos), dissolution or liquidation or similar proceedings relating to it under . 
the Juws of any jurisdiction, or any such proceeding shall be instituted aguit.c;t Nafinsa and 
shall r i:!rnain undismissed foi' a pcrioL: of 80 days; or any judgment or execution or similar 
p rocess shall be il;sucd or levied against a substantial part of the property of Natinsa and 
such judgment 0 1· similar process shall not be released within GO de vs after its issue or 
levy; or 

( e ) the Federal Government of Mexico shall own les ~· than 51 % of the social capital 
of N afinsa; or any governmental 1rnthority having jurisdiction shall have taken or insti­
tuted any nctiou or proceeding for the dissolution or disestablishment of Nafinsa or for the 
susI>cnsion of its operations; or 

(f) the ownership, possession or control of all or substantially nil of the assets, or of 
nny property necessary for the operation of Nnfinsn, shall hnve been relinquished volun­
tarily or involuntarily by Nnfinsn; 

then in each and every case (i) nny nmount :-;o in default in respect or such Bond shall bear 
interest (if, an<l to the cxlcnt, permitted by law) at the rate s pecified on the cove1· hereof until 
such default slrnll have bceu cured, and (ii) the principal nmount of such Bond shall, nt the 
option of, nnd upon written demand to t:he Fiscal Agent by, the then owner thereof, mnture an<l 
become clue 1111d pnynblc upon lhe elate tlrnt such written demand is received Ly the Fiscal Agent 
unless prior to such dntc Naftnsa shall hnvc cured nil such Events of Default. Nnfinsn will be 
required to gh·e notice of the occuncncc and continuance of ench Event of Default by publicn­
tion in the manner provided under "Notices". 
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Notices 

' All notices regarding the Bonds will be valid if published in one leading daily newspaper 
in London or, if this is not possible, in one leading English language daily newspaper with 
circulation in Europe. It is expected, however, that publication of notices will normally be 
made in both the Financial Times and the International Herald Tribune. 

Prescription and Limitation of Actions 

Bonds and coupons shall become void unless presented for payment within five and three 
years, respectively, from the due date for payment (whether at scheduled maturity, by 
redemption or acceleration cir otherwise). 

The Managers have been advised by Messrs. Goodrich, Dalton, Little & Riq1uelme that 
under Mexican law no action, suit or other legal proceeding to enforce payment of a Bond or 
coupon, or to enforce any judgment obtained in respect of any such payment in. any other 
jurisdiction, may be commenced in Mexico after the expiration of five years, in the case of 
a Bond, or three years, in the case of a coupon, from the due date for payment unless a 
demand has been made on, or litigation has been instituted against, Nafinsa through or in a 
court in Mexico within the relevant period. 

Consent to Service 

Nafinsa. will appoint the Fiscal Agent as its authorised agent upon which process may be 
served by any holder of a Bond or coupon in actions arising out of or relating to the Bonds or 
coupons thereto appertaining or the Fiscal Agency Agreement which may be instituted in any 
Stnle or Fede1·al court in the City and State of New York, and Nafinsa will irrevoc.nbly waive 
any immunity from jurisdiction and from execution of judgment (including the defense of 
sovereign immunity) to which it might otherwise be entitled .in any such action. Also the 
Fiscnl Agency Ai..rreement provides that n11y action arising out of or relating to the Bonds, any 
coupons appertu.ining thereto or the Fiscal Agency Agreement may be instituted by the holder 
of any Bond 01r such coupon in any competent court in Mexico. It mny not be possible to enforce 
inn Mexican court a judgment of nn American com·t with respect to the Bonds if suc:h enforce­
mcut would vfolute Mexican public policy. 

Governing Law 

'!'he Fiscal Agency Agreement and tho Bonds will provide that such documents nnd the 
coupons nppertaining to the Bonds shnli be governed by, and interpreted in :lccord:ince with, 
the laws of lhe State of New York. 
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USE OF PROCEEDS 

T~e net proceeds to N afinsa from the sale 9f the Bonds (estimated to amount. to 
$29,400,000) will be converted into pesos and will be used by Nafinsa for its general purposes 
as described under "Business" herein. 

NACIONAL FINANCIERA, S.A. 
Introduction 

Nacional Financiera, S.A., a national credit institution organized in 1934, is ~-.e principal 
instrument of the Federal Government (the "Government") of the United Mexican States 
("Mexico") for financing the economic development of Mexico. Nafinsa's legislative charter 
provides that the Government must at all times own at least 51 % o~ its capital stock. At Juv ! 

30, 1975, the Government owned directly approximately 64% of the capital stock of Nafin33 
and, through agencies of the Government and other Government in3titutions, O\Yned indire • ;ly 
an additional 4%. Four of the t1even members of Nafinsa's Board of Directors are designated }1 

the Government, including the Chairman of the Board, who is the Minister of Finance an<.i 
Public Credit. It operates under the supervision of the Ministry of Ffaance and Public Credit 
and, as a credit institution, it is subject to regulation by the National Banking and Insurance 
Commission. 

As a national development bank, Nafinsa's credit and investment policies reflect the broad 
economic and social aims of the Government, including the creation of employment, improve­
ment of personal income, expansion of regional economic development and industrial de­
centralization, promotion of exports, ntrengthening of productive enterprises, stimulation of 
savings and fostering of national economic independence. I ts financing activities are designed 
to complement other public and private sources of capital and to provide funds for economic 
development on terms and conditions gene1·ally more favorable than those available to Mexican 
en ti lies in the Mexican and international capital markets. Accordingly, it provides Joans to 
Mexican entities of longer maturities than arc normally available to them elsewhere in the 
capital markets and often filwnces projects that arc of a longer term developmental nature and 
involve n higher degree of ·,.·Jsk than would usually be undertaken by private "financial insti­
tutions. 

Nafinsa's principal form of financing activity is the extension of Joani, and Joan guarantees. 
Substantinlly all of Nafinsa's loans are to or guaranteed by the Government, and, in most cases, 
the Government ha~ agreed to indemnify Nafinsa with respect to its loan guarantees. Nnfinsa 
also ma~tes equity investmt:nts to furthe1r industrial expansion. At June 30, 1975, equity invest­
ments were held in 94 corporations ancl included majority equity interests in Mexico's 1arge3t 
steel and fcrtili7.er companies. 

Nafinsa nlso administers trusts crnntcd primarily by the Government to promote the de­
velopment of ccrtnin sectors of the Mexican economy, such as small nnd medium-size businesses, 
reJ,tional industrial development nnd tourism. Under n recent revision of its legislative charter, 
Nnflt1sa also hns the powe1· to accept demand doposits and act as a mortgage bank but has not 
dono so to date. 
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CAPITALIZATION 
The capitalization of Nafinsa at December 31, 1975, as adjusted to give effect to the issuance 

of the Bonds offered hereby, is shown below: 

FINANCIAL DOEXTURES AND CERTIFICATES: 
8.5-12.9% debt certificates . . . . ••....••..•..• . .•.. .. . . • . ....•.. . ..•• . •.. .. 
9.5-14.2% debt certificates •.. . . . . ......•.. . . •.. ... •• ... •. •.. . ...•••... . .• 
3% financial debentures .... . ...•... .. .....•.•.•..........•..•.. . .... . ..• 
9-11 % financial debentures ........•........ . ..•.......... . ...• . • •. ... .• • 
12.7-15.1 SO financial debentures ....... . ...... . .......... . ............... . 
7.3 % financial obligations • . .. . .•.... • • •..•... ..•.. . .... • .......••.••. . .• 

Total debentures and certificntes . .•..• . ..... • ....... . •... . . . . 
EXTERNAL BO:t?.OWINGS(3} (4): 

l\Iexicnn peso borrowings .......•....••..•........•........•..••.•..... . . 
Foreib"Tl currency borrowings: 

Sped.fie project borrowings(5}: 
International Bank for Reconstruction and Development (World Bank) 
Inter-American Development Bank .•...••... . .. . ..••• • .• . ..••••.• 
Export-Import Bank of the United States ••..•• • ••.•••••••• • ••• . • 
Other .•. : •...••••...•.•....•... .. .•. .. . .•....• . .•.••..•.•••.•• 

General borrowings: 
Outstanding ..••••••..••••....•. . .....•...•...••• . ••.... •. ....• . 

10% Bonds Due 1st July, 1981 ................ . ............ . 

T<Jtu! foreign cunenc• borrowings . . • . . .. . ....•• . ••.• . .•.••.. 
Total exte1nal bonv-.wings . . .. . .•.•. . ... . . . ....••.....••.... . 
Total indebtednes . • ....... . ..•.....•... .. .• . ....•. . . . ......• 

STOCKHOLDERS' EQUITY : 
Capital stock, 100 peso par val .e per shure : 

Series A common: author zed, issued and outstanding 11,730,000 shares •. . 
Series B 8% cumulative vreferrcd: authorized 11,270,0(10 shares; issued 

nnd outstnnding 8,794,:•72 shares ... . . . ..• . •.......•..• •. ........... 
Statutory reserve ..•... . ....•....•. . ........... . .....•........•...•. 
Other reserves . . . . • . . . . . ...•.. . ........•. •...• . ••.. .. ... . . .. .. . . . . 
Undivided profits ........ . .. . .... • •....• . . ......... . ••..........••.. 

Total slockholdets' equity •.. .. ......• . .. . ......•............ 
Total capitalization ••.... . . . .....•..... . ....•.......•...... . 

FoNnos Co~tUNEs (6): 
6-8% equity 11articipation certificates redeemable on demand ....... . ....... . 

NOTES: 
Totul cnpitnlizalion including Pondos Comunes ................ . 

Millions 
of pesos 

Pl,105 
7,111 

357 
6,580 
1,933 

401 
17,487(2) 

2,011 

6,277 
6,479 
1,739 

14,739 
29]34 -

16,588 
376 

Ts;m 
45,197 
47]08 

64,695 

1,173 

880 
650 
83 

1G4 
2.800 

67,496 

4,135 
71,6:!0 

Millions 
of dollars 

$ 88 
569 
29 

526 
155 
32 

1,399(2) 

161 

502 
618 
139 

1,179 
2,338 

1,248 
80 

1,278 
3,616 
3,777 
5,176 

94 

70 
44 
3 

13 
"224 

5,400 

331 
5,731 

(1) Translation into peso!l of amounts borrowed in foreign currencies hns been made ai the 
prevailing rate on December 31, 1975. 

(2) Of this amount, P 8,504 million ($680 million) muture within one yea~· Nafinsa expects to 
refinance this amount through the issuance of sirnilat: obligations. In ndJition to the above 
amount, approximately P 5,987 m illion ($479 million) arc payable by Nafinsa on demand by 
the holder. Substantially all of the financiul debentures and certificates arc payable in 
pesos; P 1,207 m!llion ($96 million) arc payable in dollnrs. 
As of December 31, 1975 Nafinsa had pledged assets totaling P 9,061 million ($725 million) 
as collnternl under provis ions of certain of the F inancial Debentures nnd Certificates. 

(3) Nnfinsa's Organic Law provides lhnl Mexico will be responsible at all limes for Nnfinsn's 
obligntions under lom1s mude to Na fi nsn by foreign f)J'ivale, government:\! 01· inter-govern­
mental institutions. 

(4) See "Business-Sources of Funds" fol' schedule of amortization of externnl borrowings. 

(5) Specific project bonowings rcpreser•t foreign currendcs borrowed by Nafinsn which nre 
reloaned in lhe same currencies to lhe public sector. Any profit or Joss l'esu lting from 
changes in the exchunge rates of foreign cLirrencies in such tr:msnctions are for the 
accounts of the entities to whom lhe funds nrc relonned. 

(G) The equity participation ccrtificntcs nrc collateralizcd by assets transferred to n specia l 
trust fund estnlJlished by Nidin!ia, bear interest at G-8% per annum, Rre ret.leemnblc 
(together with accrnccl interes t) on dcrnnnd of the hoJder nnd constitute mi uncondition.il 
obligation of Nafinsn. Sec Notes 1 and 14 of the Notes to Financial Statements. 

8 



I 

STATEMENT OF INCOME 

. The following statement of income of -Nafinsa for the five years and six months ended De­
cember 31, 1975, is a summary of more detailed statements that have been prepared in accor­
dance with rules issued by the Comision Nacional Bancaria y de Seguros (National Banking and 
Insurance Commission) of Mexico. As Nafinsa is a national credit institution of the Govern­
ment 01·ganized for financing the development of the economic infrastructure and promoting 
basic industries and other manufacturing enterprises in Mexico, meaningful comparisons of its 
results of operations cannot be made with those of a private financial institution organized for 
profit. The statement of income for the five years ended June 30, 1975 (expressed in pesos), 
set forth below has been examined by Mancera Hermanns y Cia., S. C., independent auditors, 
whose report thereon is included elsewhere in this Prospectus. The statement should be read in 
conjunction with the other financial statements and related Notes to Financial Statements in­
cluded elsewhere herein. 

Yenr ended June 30, Six months ended 

1971 1972 1973 1!174 1975 1975 
December 31, l!li5 

(Unaudited) 

(millions of pes9s) (millions 
of 

(millions (millions 
of of 

Revenues: dollars) pesos) dollnrs) 

Interest ... . .. . ... . ... . ..... p 2,374 p 2,626 p 3,061 p 3,575 p 4,446 $356 P2,600 $208 
Dividends (c) •••• t •• •• ' t •• • 179 149 201 299 498 •10 153 12 
Commissions (d) •• • • • • t t •• t 10!) 108 115 114 203 16 20!) 17 
Other I tt t It I I I lttll Io t I I t i 7 28 89 203 118 9 12 1 -Tot11l revenues I I I I I 2,669 2,911 3,466 4,191 5,265 421 2,97•1 238 

Expenses: 
Interest • . .•.•.••.... . . . ... . 2,280 2,'1'11 2,766 3,4 37 4,347 348 2,it63 197 
Adminiatrnlive I I I I f ti Io I I I I 162 198 254 422 497 40 800 24 
Other •. . . . . . . .. .. . .... . .. .. 45 79 ld7 65 122 9 22 2 . . 

'l'otnl expenses I I I t, 2,4!)6 2,718 3,167 3,924 4,!166 :197 2,785 223 

Income before income lax nnd 
profit ihnring to employees . 173 193 20!l 267 299 24 189 15 

Less : 
Corpornte income tux (e) . 6 23 48 2!i 2 
Profit sharing to employ-

COil ( f) . . .. .. , , , , , , , . . 7 7 12 lU :'IO 2 0 0 - - -Net income I I • • t t I It I I I I I 11 • t it 
p 160 p 163 I' 23!) p 252 p 269 $ 22 l' 1Gil $ HI 
-- -- -- - - - - - -- -

a. Reference is made to Nole 1 of tho Notes to Fiuanciul Statements for n description of 
the accounting principles and practices followed by Nnflnsn. As described in Note 2 of the 
Notes to Financial Statements , there arc certa in diITcrenccs be!tween the accounting pl'inciples 
und pmctices applicable to l>unl<s in Mexico and t hose genernlly accepted in lhe United S tntes 
of America. These differences pl'imarily relate lo the :\ccounting by Nnfinsa for loan losses 
and for s tock dividends. 

b. Revenues a nd expenses include revenues nnd expenses for the F'onclos Comunes. 'J'he 
nmou11ts for the Fondos Com1111cs, howcvcl', nrc not mnlel'ial in relation lo the revenues and 
expenses for Nnfinsn. See Notes 1 and ltl of the Notes to F inancial 8 tatcmcnls . 

c. Dividend revenues include values nss ignecl stock dividends in the :\mounts of P 21 mi l­
lion, P 16 mill ion, P .in million, P 88 million a nd P 17G million ($1'1 million), rcspeclively, for 
the five yenrs cncled J une 30, 1975 nnd P 132 million ($10.5 million) fo r the s ix months ended 
December 31, 1075. The s tock di vidends :ll'c g-e11crnlly in tenclcd lo represent dist ribut ions based 
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upon current or prior period earnings of investee eompanies in lieu of cash dividends. A 1973 
stock dh-idend from 4ltos Hornos de Mexico, S. A. with an assigned value of P 272 million 
($21.7 million) was credited to deferred income because of certain limitations on the receipt 
of cash dividends for a period of four years on the shares received. The deferred income .has 
been amortized and included in dividend revenues in the amounts of P 27 million, P 54 mil­
lion, P 95.5 million ($7.6 million), and P 63.7 miJlion ($5 million), respectively, in the three 
years ended June 30, 1973, 1974 and 1975 and the six months ended December 31, 1975. The 
unamortized deferred stock dividends of P 95.5 million ($7.6 million) and P 31.8 million 
($2.5 million) a:-e classified as unearned income in the June 30, 1975 and December 31, 1975 
balance sheets, res~C\ctively. See Notes 1 and 2 of the Notes to Financial Statements. 

d. Commissions rep~·esent revenues earned from providing trust. services and from 
guaranteeing loans. 

e. Nafinsa's income before taxes and profit sharing to employees is subject to the Mexican 
statutory corporate tax rate of 42%; however, dividend income is not taxable. 

f. Under the Mexican labor law, employees share in the profits of their employers. The 
nmount of profit sharing is not deductible for income tax purposes. During 1975, the rate of 
profit sharing was increased for all compahies in Mexico by a Government commission. Profit 
sharing accruals arc made nt the end of the fiscal year and accordingly arc not shown for the six 
months ended December 31, 1975. 

g. Dollnr amounts have been included solely for convenience and are stated, us n mnttcr 
of arithmetic translation only, nt the rnte of 12.50 pc~;os per $1.00. 
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BUSINESS 
Loan Operations 

Nafmsa provides short, medium and long-term loans to the Government, agencies of the 
Government and industry. Historically, the majority of its lending activity has been directed 
towards the development of the economic infrastructure and basic industries of Mexico. In 
recent years, with the achievement of mo.1·e :i.dvanced development in these sectors, Nafinsa 
has increased the percentage of its loans to manufactu1·ing industries. 

Nafinsa lends to both the public and private sectors, although most of its lending activity 
has traditionally been oriented to the public sector. At J une 30, 1975, substantially all of the 
principal amount of outstanding loans were to the public sector. (As used in this Prospectus, 
the te1m "public sector" means the Government, agencies or subdivisions of the Government 
and corporations controlled, directly or indirectly, by the Government.) 

The following table sets fo1 1 
••• the loans by Nafinsa outstanding. at the end of each of the 

five years ended June 30, 1975, as distributed among various sectors of the Mexican economy. 

T OTAL LOANS OUTSTANDING BY SECTORS OF THE ECONOMY (1) 
1975 

1912 
ns% 

1971 1973 1974 1975 of total 

(millions of dollnrs) 
Infrns truclur c Projects: 

$ 41.8 $ 41.G 1.0% Communications •... . •......... .. $ 19.2 $ 2G.G $ 41.G 
Ro~ds, _highways and bridgea· ..... 112.0 141.4 193.4 209.1 233.0 6.7 
I rr1i:rat1on .......... ..•.. . . ..... . 1811.7 224.0 271.4 293.G 342.2 8.4 
Agr1culturo •....•• . . .. . . •• .. ••.. 138.2 171i.2 24-1.2 274.3 442.8 10.9 
Housi ng . . .... . .. . ... . .... .. ..•. 29.2 29.1 28.9 28.7 34.3 0.8 
Other public works ...........•.. 403.0 127.0 Hlil.G 189.1 IGO.Ii 4.0 ---

.. Totnl Infrnstn1cturo Proj-
ects ........... ....... 880.3 729.3 94U 980.l 1,254.4 80.8 

Dasie Industries: 
Petroleum ............. ... ....... 10'1.6 200.0 21!0,G 196..t 186.0 -1.6 
Electric power •. .. .. .. . . ...... .. • 616..1 745.5 877.'1 B4G.2 790.9 19.4 
Iron nnd steel .. .. . . . . ••... ... ..• G7.3 lOGA 78.0 132.9 314 .Ii 7.7 
'l' runsport .... . ......... ....... .. 
Cement und other construction mn· 

340.0 370.0 402.9 460.7 51i!l.8 13.8 

torials t ••• ' •••••••••••••••• ••• 1.6 0.7 1A 2.1 2.1 0.1 
Nonferrous metals ......... ...... 0.2 10.0 10.0 10.0 10.0 0.2 
Minhig ............. ....... ..... 7.0 ] 2.il 22.'1 34.4 48.0 1.2 -- --

Totnl Bnsic Industries .... 1,1,IO.t 1,451.0 1,632.7 1,681.7 1,011.3 47.0 
M1111uCucturi11g Industrie11: 

l•'ood •... . ........ . ... . ... ...... 87.7 81.9 61.7 70.9 91.1 2.2 
Clothing ..•......... . ........... -12.3 48.9 68.2 86.S 101.7 2.5 
Wood nnd cork ... .•••. . .... . ...•. 2.9 4.2 4.7 6.1 11.7 0.3 
l)npcr{ . cellulose nnd pnJ er products liO.O 63.7 (ii1.2 62.9 Gl.O 1.6 
Chern cnls . .....•.. ........... ... 36.0 32.li 45.3 32.a :.IG.2 0.0 
l\tctul products nm! mao:l1inory ... . 2.0 8.G 2.2 3.9 2.9 0.1 
Tran11port equipment .......•..... 90.3 108.2 125.l lGG.G 370.tl 0.1 
Other .. ........ . ......... . ...... 17.8 19.7 10.2 2'1.6 30.2 0.7 

Total Mnnufnclul'ing Indus-
l r ics .................. 278.1 ll02.G 867.6 442.li 70il.2 17.3 

Olhor Activities ..•. .... . ... . ....... . . 8·1.0 89.2 09.4 lGG.2 l!)'[.3 4.9 

Totnl I.on nu .. ........... $2,39'1.[i $2,GGO.l $3,033.8 $H,27G.5 $·1,067.2(1) 100.0% 
-- -------

( 1) 'l'nble includrs Joans assigned to Fonclo~ Co111unes and overdue loans and excludes accrued 
interest, loans ~n a trust fund and loans lo employees which at ,June 30, 1975 11ggregutcd 
$21 3.0 million, $11.3 million, $12'1.3 million, $211.0 million nnd $'1.2 million, respectively. See 
Notes •1 nnd 5 of the Notes to Financial Statements. 
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Most of Nafinsa's loan transactions involve commitments to provide funds at a later date 
or dates. 'The interest i:ate is fixed at the time the commitment is made, and a commitment 
fee is charged, varying from .25 % to 2 % per annum depending on the borrower and the size 
of the loan. At June 30, 1975, Nafinsa had undisbursed loan commitments aggregating 
P 15,947 m!llion ($1,276 million). Nafinsa has obtained funds or credit commitments, primar­
ily from foreign credit institutions, to cover most of such undisbursed commitme:nts. 

The following table sets forth the sectors of the Mexican economy to which Nafinsa dis­
bursed loans during the year ended June 30, 1975, and the percentage of Nafinsa's loans dis­
bursed to such sectors during such year. 

LOANS DISBURSED 

Infrnstructure Projects: 

Communications .. . .......... ; .•.. . •........... . •......••.••. 
Ronds, highways nnd bridges •.. .. • . .•.....•..... .• .••.• •• •.•. 
Irrigation ................••........•.. . ..•...•. . .••....•..•• 
Agriculture .................... . .•..•.............•..... . .•. 
Housing ..... . ....•.............. . .•... .. •...•..••.••. . ....• 
Olher JIUblic works .. • .............. . .. • ..•..... . ........•.•. 

Totnl Infrastructure Projects . . ................. ... . •• . 

Dnsic Industries: 

Petroleum ................................. . .•......... .. .... 
El<'clric power .... . ......................• . ....... . .... . ...•. 
Iron n11d steel ...................... .. . . ..• . .........•..• . ... 
Trnnsport ................................... . : ...... . . • ..... 
Cement und olh<?r conslruction materials ....................•.. 
Nonfcrrou11 1netnh1 .. ............. .. ............ . . ..•• . .....•. 
Mining .................... . ....... . ................• . ...•.• 

Total Dasie Industries .................• . ..•.......... 

Mu11u fucluring lndu11tl'ic11 : 
Food ...........•.......................................... · 
Clothing . . ............. . . . . ........... . ..........•..• . ...... 
Wood 111ul cork ......................•........ . ..•..... . ..... 
Paper, cellulose nnd pnpnr )lroducts .........................•.. 
Chemicals .•. . •••....•...•.•........•...•......•...••.•. • .••. 
Metal products 11nd machinery ...................•....••• .. •.•. 
'J.'1·1111sport cquiJ1mr11t .•.•.. • ..•.... . ••....•.•...•••••••..•.•.. 
Others ..• . ....... ......... ... .. ... ....................... . .• 

'l'otul Mnnufacturlng lnclui;Lrics • .. . ...•• •..... • •...•• • • 

Other Acli,·itil.!s .•................. . , ..........................•. • 

'l'olnl J.0111111 •••••••••• •• • •••••••• • ••••••••••••••••••• 
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Yenr ended 
June 30, Percent-

1975 age 

(millions 
of dollnrs) 

$ o.9 0.4% 
41.5 2.5 
72.2 4.4 

265.9 16.2 
7.4 0.5 

58.2 3.5 

452.l 27.6 

19.6 l .2 
55.4 3.4 

251.6 15.3 
176.4 10.7 

1.1 

'15.2 2.8 

648.3 33.4 

63.4 3.3 
44.6 2.7 
13.7 0.8 
15.2 0.9 
7.6 0.6 
O.G 

25?..9 15.4 
61.2 3.1 

4 :l!).1 26.7 

203.fi 12.4 

$1,043.0 100.0% --



The following table sets forth, at June 30, 1975, information relating to the ten largest 
borrowers from Nafinsa. Each of such borrowers is a part of the public sector. Total loans 
outstanding to such borrowers,· at June 30, 1975, represented 69.5% of Nafinsa's total loans 
outstanding at that date. 

Orgunization 

Comision Federal de Electricidad 

Sccretnria de Recursos Hidraulicos 

F'ondo de Gar:rntin y Fomento para la 
Agricultura, Ganaderia y Avicultura 

Secretnrin de Obrns Publicns 

Sistema de Trnnsportc Colectivo 

Siderurgica Lazaro Cardenas-Las 
. Truchus, S. A. 

1''errocnrriles Nncionales de Mexico 

Constructora Nncional de Carros de 
Fcrrocarril, S.A. 

P etroleoM Mexicanos 

Diesel Nncional, S. A. 

PRINCIPAL B ORROWERS 

Principal Activity 

Generation nnd transmission of electric 
power 

:Ministry or Wnter Resources­
ndministralion of irrigation programs 

Rediscount of notes payable to banks to 
support development of agriculturnl 
activity 

Ministry of Public Works­
administration of road, highway and 
bridge construction programs 

Constt ·1clion and operation of lhe 
subway system in Mexico City 

New iron and steel production facility 

National railroad system 

.Manufacture of railroad cars 

Production ancl distribution of petroleum 
and petroleum products 

Manufacture of automotive vehicles 

'l'oT,\L 

Lonn 
Outstanding 

(millions of 
dollars) 

$ 791 

842 

841 

229 

218 

205 

201 

195 

186 

122 

$2,830 

The following table sets forth information relnting to the size of Nafinsa's Joans outstand­
ing nt June 30, 1975. As indicated in the table, the number of Joans nmounting to $8 million or 
more totals 124 and represents 73.6% of the principal amount of total loans outstanding at 
June 30, 1975. 

DISTJUilUTION OF LOANS DY SIZE 

% 
of Total 

Number Amount Lonns Out-
of l.onns Outstnnding s tanding 

(millions of 
dollnrs) 

Less than $2 1nillion .........••• , • , •. , • .•.•............ 
$2 million to $8 million ......•. ... . , , , . . • . . . ......... . 

Numerous $ 316.2 7.G% 
Hl4 775.2 18.8 

$8 million lo $24 million ...... • • . •.... , •.. , ..•• , ....... . 87 1,271.2 30.8 
$24 million to $40 million ...... . ..... .............. , .. . 25 825.2 20.0 
;.io million nnd more .. • ....... .. . . , , . . • •• , •.• , . , ....•.. 12 943.4 22.8 

$4,131.2(1) 100.or,c, 
--

(1) Tnl>le includes loans .assigned to Fo11clos Comuncs ($213.0 million) , collnternl 
gunrnntee:; on discounts ($31J.O million) ~\Ile! miscellanco11s receivables ($13.0 
million ), and excludes accrued interest ($1211.3 million). See Notes 4, 61 6 and 
10 of the Notes to Financial Statements. 
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The following table sets forth information .!oncerning the scheduled amortization of the5e Joans 
exc.luding those of less than $2 million in size. 

AMORTIZATION 
Remaining 'l'erm 

Le11s than 1 year ....•.••..•...•...•• , . ; •.• , . ..• , • , • •••.••• . 
From l to less than 6 years . ... . . , . , , .... , . . , , .. , ..•• , •..• .. • 
From 6 to loss than 11 years .........•..............••• • , .•• , . 
From 11 to less t:1an 15 years • , •••.•....•.....•.....•..•. , .•. 
15 years or more .. .......... . . .. . .. ... .. . , ...........•.. . • . • 

Millions 
or dollars 

$ 637 
966 
630 

1,072 
510 

$3,815 

When a borrower has difficulty meeting the terms of a loan, Nafinsa, as a national develop­
ment bank, generally renews or restructures the loan. In addition, the Government in certain 
cases assumes direct responsibility for the payment of problem loans and reimburses Nafinsa 
for all monies owed to it under such loans. During the year ended June 30, 19%, loans totaling 
approximately P 833 million ($67 million) were restructured or renewed. In cases where 
such problem loans· are not restructured, renewed or assumed by the Government, N afinsa 
segregates them as "non-accrual'' loans and an appropriate allowance for loss is provided in 
accordance with the regulations of the Mexican National Banking and Inslrrance Commission. 
The allowance for losses· is based on evaluations of individual loans and is the total of amounts 
provided for specific doubtful receivables. A gerieral reserve is not provided for potential losses 
on culTent loans. See Note 7 of the Notes to Financial Statements for an \nalysis of the 
allowance for loan losses during the past five years. 

Loan Guarantee Operations 
An important part of Nafinsa's business consists of guaranteeing the prompt payment of 

loans incurred by others to advance the economfo development of Mexico. Substantially all of 
such loans guaranteed by N afinsa were payable to external lenders in foreign currencies, 
principally dollars. At June 30, 1976, loans totaling P 19,6'14.4 million ($1,571.6 million) had 
been guaranteed by Nafinsa, of which 2.9% were to economic infrastructure projects, 88% were 
loans to basic industries and 8.9 1~· were Joans to manufacturing industries. At t hat date, 
approximately 87o/o of the principal amou11t of loans outstunding that were guaranteed by 
Nafinsa were obligations of the public sector. The Government has agreed to indemnify Nafinsa 
against any losses arising from most of the loans guaranteed by Nnfinsa. Nafinsa charges a fel! 
of 0.125 % to 1.5 % per annum on the outstanding principal mnount of lonns to the public sector 
guaranteed by it and of 1.0% to 2.0 % per annum on loans to the private sector guaranteed by 
it. 

The following table sets forth informal"ion concerning Joan guarantees made by Nafinsa 
during the four years ended June 30, 1975, and the aggregate loan guarantees outstanding for 
the five years ended June 301 1975. 

TOTAL GUAR/\NTF..ES BY SECTORS 
Tnfrn~truc· 

tu re 
Projecb1 

Gu11rantoes grunted during ycnr ended Juno 301 
1972 .... .. . . . . ... . . . . '. f... .... ....... $ -
1973 . . • • . . . . • . . • • . • • • • . • • • • • • . • . . . • • • • 11.8 
197'1 ......••••••.•...••..•.•....•.. .• • 
1975 . . .....•......... • ................ 

1975 ns n % or tot.al ... . .................. . 

Gunrnntees outstanding ut June :JO, 
1!>71 .•...•...... . ............ .. .... .. . 
1972 ..•. . .... • .... . . . ................. 
1973 ..•. . ...••. •. .• .• . ••• • ••• ........ . 
1!17•1 .•••.•••••• . ••.••••• . • •. •• •••• • •• • 
1976 • ••....•..•......•............... . 

1!>75 ns n ~c of tot.al .. . .••••........... ...• . 

i5u.t1 
ofi.O 
68.2 
'18.3 
ilit.8 

2.9% 

Basic l\Innufncturing Other 
Indust ry I ntlustrieH Activitle1t 

$ 
(1nlllions of clollnrs) 

76.3 i 82.0 
343.'1 71.G 

$-

61!).1 bl.1 OA 
'1:15.8 71.0 

86.0% lil.0% 

$ GOS.Ii $11 fi .(i $8.0 
Gfi!l.8 ) 15.1 5.6 
7'10.0 H2A 4.0 

l ,I ft!Ui 131.8 3.3 
1,:183.2 13!).(i -1.0 

88.0% 8.!l% 0.2% 

'l'otul 

$ 157.3 
426.8 
670.6 
506.8 
100.0% 

$ 788..l 
835 .. l 
940.5 

l ,3·16.9 
1,671.6 

100.0 1,~ 



The following table sets f9rth, at June 30, 1975, information conceming the ten entities that 
accounted for 97$t of Nafinsa's total loan guarantees. All are part of the public sector except 
Mexicana de Cobre, S.A. and Cia. Mexicana de Aviacion, S.A. 

Organization 

Comision Federal de Electricidad 

Siderurgica Lazaro Cardenas-Las 
Truchas S.A. 

Mexlcnna de Cobre, S.A. 
Diesel Nncionnl, S.A. 
Acronnvcs de Mexico, S.A. 
Cia. Mexicano. de A viacion, S.A. 
Ferrocarriles Nacionales de Mexico 
Caminos y Puentes Federales 

de lngrcsos y Servicios Conexos 
Cia. Minera Autlan, S.A. 
Altos H<>mos de Mexico, S.A. 

Equity Investments 

LARGEST GUARANTEES 

·Principal Activity 

Generation and trnnsmission of elec-
tric power 

New iron and steel production facility 

Production of electrolytic copper 
Manufncture of automotive vehicles 
Airline 
Airline 
No.Lionnl rnilrond system 
Operation of toll roads and bridges 

Production of fcrromanganese 
Iron nnd steel production 

Total Loans 
Guaranteed 
by Nafinsa 

(millions 
of dollars) 

$ 791 

170 

160 
112 
89 
6!l 
49 
46 

29 
15 

$1,519 

ln furtherance of its central role in financing Mexican industrial development, Nafinsa 
makes equity investments in Mexican enterprises. Such equity investments are generally made 
when private capital is not available or s4fficient. At Juue 301 1975, the net carrying amount 
of Nafinsa's equity investments aggregated P 5,359 million ($429 million) after deducting n 
vnluation allowance and before reserves and assignments to the Fondos Comunes. Nafinsa's 
share of the aggregate underlying equity in the companies in which it has invested exceeded 
the Hgg-regate net carrying value of its investment in those companies. 

'l'he following table sets fol'th, at June 30, Hl75, information concerning the fargest equity 
investments of Nafinsa. The tolal of ·such investments rcpresentt?d 85% of Nafinsa's total 
equity investments as of that date. 

LAHGEST EQUITY INVESTMENTS 
Net Cnrrying Nnfinsa'11 

% of Amount of Shure 
'l'otnl Equity Investment of tho 

Princi11nl Owned by on Uookil of Underlying 
Corporntlon Activity N111ins11 Nafin!IB E11ult1(l) 

(millions of dollnrs) 
Altos llornos do Mexico, S.A. Iron and sll'el production 70.1% $ 96 $164 
Gunnos y l"crllliznntc!I 

de Mexico, S.A. Fcrtili7.cr p. iductlon 99.0 BO 93 
Siderurgica Lnznro New iron und steel production 

43 43 Cardcnus-Lns Truclurn, S.A. facility 26.0 
l"umlldora Monterrey, S.A. Iron nml 11tcel 11rod11ctio11 30.1 81 43 
Diesel Nacional, S.A. Mnnufocluro of nulomotivc 

v~·hiclc11 78.0 81 22 
Azufrcrn P1111nmcricnn:1, S.A. Sulphur 11roductio11 •S0.6 22 11 
'l'ulcfonos de Mexico, S.A. '1'clcJlho1w 11crvico 5.0 22 24 
Ciu. Minern do Cnnnnen, S.A. Mining J !),!) 10 14 
Mcxicntm <lo Cobrc, S.A. Pl'oduction of cltclrolytlc c:o11J>l' r 38.0 9 9 
Cohrc de Mexico, S.A. Copper l'Xplomllo11 48.l G 6 
Tnbnculerl\ Ml'xicnnn, $.A. Manufncturc or tolmcco 11roiluct11 :lG.'1 6 7 
Jlnnco lnt .. rnnclonal, s.,\. Comnwrci11l h1111kl 11~ r12.o G G 
Ccln11rsc ~tcxlca11a, S.A. Synlhcllc Ober Jlroductlo11 '1.2 4 6 

(1) ~l ost recently n:11orlcd :;tockholdc1·s' equity or cnch coq )o1·11lion multiplied by the !)ct'• 

ccnt.tl~e of Knl\nsa's ownership. 

15 



Sources of Funds 

The principal so~tces of funds used by Nafiusa in its business are borrowings in Mexico 
and abroad and i·epayments of its outstanding loans. At June 3'), 1975, outstanding foreign 
currency borrowings amounted to P 36,703 million ($2,936 million) and peso borrowings (in­
cluding those of the Fondos Comunes) of P 19,063 million ($1,525 million). Approximately 
72% of such foreign currency borrowings nre repayable in dollars. 

The following table sets forth, in dollars, total scheduled repayments of principal on 
Nafinsa's borrowings outstanding at June 30, 1975. See Note 9 of Notes to the Financial State­
ments. 

.. 
SCHEDULED REPAYMENTS ON EXTERNAL BORROWINGS (1) 

Due in yenr 
ended June 30 

1976 .•.•.•••.•• • ..••••......... . •. 
1977 ..•.• • . .•.•...•...••.......••• 
1978 ... ; . . . . .... ... ............. . . . 
1979 •..•••• . •. ....•..•...•..••••.• 
1980 . .•.. ..... .••........ •... ... . . 
1981 ..... • •. ••.•...•..........•.•• 
1982 •••..• • .••....• . ............. • 
1983 ...• . •.. • .....•.......... . •... 
1984 ..•...•....••••.•......• . .••.• 
198•1 and thereafter ... ..... ....... . 

Pesos 

$ G.l 
7.4 
8.9 

10.3 
10.6 
9.9 
8.7 
7.2 
6.1 

37.3 

Payable in 

Other 
Dolio rs Currcncit-11 

(millions of dolla rs) 
$508.0 $56.0 
ll:i0.3 58.4 
211.3 08..S 
230.2 69.0 
217.G 58.l 
191.9 '10.l 
156.1 30.3 
137.'1 28.0 
98.2 24.4 

453.G 87.3 

( 1) Amounts translatcc.I to dollars at rates p1·cvailing 011 .lune ~O, 1975. 

Toto I 

$570.1 
222.l 
288.G ' 
309.5 
286.3 
2•11.9 
19:i.l 
172.G 
128.7 
578.2 

Nafinsa also obtni11s fu11ds for use in ils husiuc.ss from the snle of equily pal'licipalion certif­
icalcs issuecl lo it by a frui;l fund (F'ondos Cornu11cs) cslablish~<l 1111d managed by Nntinsa. Th12 
trust, a scparute entity 11nclcl' Mcxicetn htw, is funded with inlcrcsls in the Joan portfolio nnd 
in certn in othel' assets of Nafinsa assigned lo il l>y Nnflnsa in exchn11g-c for inl.cl'es t. bcuri11g 
equity participation certificates. Nnfins11, i11 lttl'n, sells lhc trusl's certificates lo investol's, 
principnlly finnncinl inslitulions ancf agencies of lhe Government scelcinrr n temporary invesl­
ment for excess funds. Those ccrtificnlcs, when sold, constitnlo unco11diLionul ol>ligalions o( 
Nnfinsa and arc redeemable (together with accruetl inf (~rest) upon the demand of tho holder. 
Ccrtificnles that urc rcpu1·chased by Nafinsa arc customnrily r('sold wilhin n short pcdod of 
ti111e. The ti·ust is authorized to issue equity parlicipalion CCl'tificntC's in an agl.('rcgatc principal 
nmouul 1tl H11y 0 110 time out~'!tan ding- of up to P '1,13f) million ($3:3J million). 'l'hu value of the 
nssigned nssets collalendizi ng- these ccrlilicutcs rnu::;t al nil Limes equal <H' exceed Lhc JH·incipnl 
1tmou11t of the outstanding ccrtificalt•s. 111l<•rcsl n .!vt•1111c 011 the lrusl'l-1 Hssct:s n11d l11lcrcst cx-
11011sc on the equity Jllll'ticir.1lio11 cc1-tiflcnlc::; sn·e r1•ncctccl in N:tfinsa's s lnll'mcnt of income. Any 
gain or loss nl the ter111i11atim1 of lhc f1111d wnuld bo rcmiltccl to or ~n1:-1lai ncd by Nafinsa. Al 
June SO, J~)7G, the equity p11rticipatio11 cc1·LifkaLcs uutst111icling lol11 lcd P :~ ,G36 million (S21l l 
million) . lnlcn·:-;t on th" cert ilkatcs is pnynl>lc HL 1·atcs of fi ~( lo Rj:. f)(.'l' 1111 11un1. Sc<' Xotcs I, 
1J, G, 61111d f.J of the Ni.Les to Fi111111 ci11l Slaten1tl11t s. 
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The following table sets fortJ1 the sources of funds of Nafinsa for the two years ended 
June 30, 1975, together with the ?.t.Jplication of those funds during the same period. 

SUMMARY SOURCES AND APPLICATIONS OF FUNDS 

Sources oC funds : 
.Funds Pro\·lded by Operations: 

Loan repayments by borrowers . .. . .... ...•... •... ....... . .. . •. , . •..• , • 
Other • , ..• .. , .....•..... -.: . • . .• • . . .. , ...... . •... , . .....•.. •.. ..•• . ... 

Total ...•.••. .•. , •••• •• .... ..••.•.•. • ••....•..• · · . • • · •• •• • • • • 
Funds Provided by Fin:incing Obtained from: 

Inside l\lexico .............. · ...... . .• . ... . • . . .... ... .. . . . •... .... . •... 
Outside :Mexico ........•.......•. . ... ... .. • ................. . .•. ... ... 

Total Financing . ...... .. .•.. . ..... .. .. . •. . , .... . .. . , . . . .... . . . 

'l'otal Sources of Funds •. . . .. . ••...•.. . . •. . .•..... .•.. ...... . . . 
Applicntions or Funds : 

Loan disburseml!nts ..... .. ........... . .. ..• . . .•.. . ... .. .. ..••.. ... 
E11uity lnveslrnents ..•.... . . ...... . .............•.. • .•.. . . ...... . .• , ... 
Repayment or debt .. ....•......... .. ... •.. . . . . ............. . ..•..... . . 
Other . .• ••. . •• • ......•• • , ••....•• • .....•. . .. • • • .•. . ..•• •• .. • ..•. •• ••. 

'l'otnl Applicutions or Funds ... . .. , , ...•............•.•...•• . . 

Trust l"unds 

1974 1975 

(millions of dollars) 

$ 630.9 
44.9 

675.8 

97.6 
751.3 

8•l8.9 

$1,624.7 

(' 873.G 
8!>.l 

391.0 
171.0 

$1,524.7 

$ 862.4 
88.6 

890.9 

228.8 
1,109.S 

1,338.1 

$2,229.0 

$1,643.0 
87.0 

484.1 
14.9 

$2,229.0 

Nnflnsu mannges 209 lrust funds created pl"imarily by agencies of the Govemment 
nnd stnto and locnl governments to stimulate and promote the development ·of cel'tain scctot·s 
of t he Mexicnn eco11omy. From time to time, Nntinsn has mntle loans from its own resources 
directly to certain of these lrusls us well ns to n pnr ticular project or industry being developed 
under lhe.se tru.sts. Al Juno ao, 1975, the trusts a<.lmini.stcred by Nn 'lnsa aggrcgntc<.I P10,G3G 
million ($850.8 million) l•'or its fiduciary services to these tni:it funds, Nnfi11su earns 
n fee based on tho size of the fu11d. J ·nfinsa'::. trust fund activities generated fee:; lo Nnfinsa 
HJrgrcg lti11g P 28 million ($2.2 million) fo1· the year ended June SO, 1975. 'l'he six largest 
tn1.sts und thci r stated ohjcclivcs and n.ssets at June 30, 1975, nro set fo t·th below. 

Nnmu 

Jo'o11do Nn1·lo11ul dr Jt'on11mto nl 
'l'11rh11no 

Fondo do C11 1·u11tln y Fomonto 11 
111 lnd11stri11 Medi11nn y Pc11uc1111 

F11111lo N aclonul d t1 l•'o111011to Ejld11l 

l'lun r. •rum Aslstc11cla Tccnlcn 

l•'ondo N11clo1111I du Fo1ncnlo In· 
dustrinl 

Fondo N11cion11l du l·:studioi.1 do J'ro· 
Inversion 

PRINCI PAL 'l'IWS'l' FUNDS 

OhJccllve 

Development, financing nnd 11romotlon 
()( tourism 

Credit lo n11•1li11111 1111d 111111111 scuh• in· 
cJust ry 

Promotion or dovulOJll llulll o( rurnl 
11re11 fl 

l'ro111otlo11 oC l11tum11l do\•clopmeM of 
Liirrnn re1:lo11 

Equity /mrticiratlon in m1•1 ll11111 nml 
ll llt :tl lll'll lf' llldURlry 

1"i1111m·i11g of tochnlcal 111tcl fi1mncl11 I 
fcusililllty sLudicl" 

Totnl Net A1111e tH 

(111lllio11H of dol111r11) 

$98.G 

43.8 

27.1 

lG.8 

lit .G 

12.7 

Nafin s11is 11lso th!? sole depositary with rc:;rwct to cert ain l'CC)uirecl com l ancl ndministrntlve 
cl epusils. l'ndt> r ~:di nsa' :, 01w 111ic Law, Mexico will be rcspo11s ihl(' 11t nil times for such 
depos it:;i. 
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PROPERTY 
Nafinsa does )Jot invest in real property except to the extent it grants loans secured b>· 

real property. In addition to its offices in Mexico City, Nafinsa operates branches in 15 other 
cities located in Mexico and representative offices in Washington, D.C., Tokyo, Japan and New 
York, ~ e\',· York. ' 

EMPLOYEES 
At June 30, 1975, Nafinsa employed 1860 persons, approximately 43% of whom were en· 

gaged in a managerial or professional capacity. 

Since 1963, the employees of Nafinsa have been entitled to receive annually a percentage 
of its profits. The amount of this distribution prior to 1974 was approximately 5%, for 1974 
was approximately 6% and for 1975 was approximately 8%. 

MANAGEMENT 
Directors, Comisarios and Executive Officers 

Under its Organic Law> the management of Nafinsa is entrusted to a Board of Direc­
tors and a Director General. The Board of Directors consists of seven members, including three 
members elected by the Government as holder of the Series A shares, three members elected 
by the holders of Series B shares and the Chairman of the Board who is the Minister of Finance 
and Public Credit. Directors are elected for a term of two years and may be reelected. An Alter­
nate Director> who acts in the absence of the Director, is named by each Director. Five members 
of the Board constitute n quorum. The President of Mexico, acting through the Minister of 
Finance nnd Public Credit, may veto, within three working days from the date oh which he 
has knowledge thereof, any resolution of the Board that in his opinion jeopardizes the finan­
cinl stability or prestige of Nafinsa or is contrary to the monetary or credit policy of the Gov­
ernment. 

Two cm iisarios a rc elected each year, one by each class of stockholders, together with their 
respective alternates. The comisarios, who observe the concluct of the business and report to 
the stockholders, may attend meetings of the llonrd and of the stockholclers but have no right 
to voto. 

The principal executive officers of Nnftnsa sue a Directo1· General, nn Associate Director 
Genernl , two Associate Directors, a Controller General nnd five Ge11 eral Managers. 

The Board members, comisul'ios and executive officers 11f Nafinsn nrc us follows: 

Board of Dir1:ctors 
Mario Rumpn lletctn-Chairman of the Board nnd Secretary of F:nnncc and Public Crc1lit 
Jose Cnmpillo Sainz- Sccrctnry of Industl'y ancl Commerce 
Fl'ancisco .Javie1· Alejo-Secrattu·y of NHlio:rnl Patrimony 
J.i:rncsto ]i'crn11ndez Ht1l'tndo-DircctoJ· General, Bank of Mcxic 1, S.A. 
Manuel Sanchez C11cn-Adviso1· to the Dank of Mexico, S.A. 
Miguel Alessio Hooles-Di 1·cclor General, Benito .Tunrcz-Pcna Colorncla Mine Consortium, S.A . 
. Torgc Sanchez Mejorndn-Pn~siclenl, l\foxicnn Coufoclcrntion of 111d11stl'ial 01 ganizntions 

Alternate Directors 
r.Iig-11al de la Madrid Jlurtmlo-Unclcn;ccrctary of Fin1\11Cc and Puhlic Credit 
Juan Guillermo Becket· A l'l'coln- Assislan t Secretary of I 11d11slry 1111<1 Commerce 
Alfonso Ccbrcros Murillo- Assistant Sccrotm·y of Natio11ul Patrimony 
MiitUCI 'Manccrn- A:;:;i!Jtnnt Director, Rank of M~xico S.A. 
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Fernando Hiriart-Director'General of Public Investments for the President 

Prudencio Lopez Martinez-General Director of Na~ional C~uncil for Edu~ation Tievelopment 
Bernardo Quintana Arrioja-President, Civil Engineers Association 

Comisarios 
Victor M. Navarrete-Director General of Credit, Ministry of Finance and Public Credit 
Gonzalo Robles-Administrative and Technical Advisor for the Department of Industrial 

Investigations of the Bank of Mexico, S.A. 

Alternate Comisarios 
Rogelio Carballo Millan- Assistant Director of Credit of the Secretary of Finance and Public 

Credit 

Horacio Cnrbajal-Assistant General Director of National Credit Institutions 

Secretary of the Board of Directors 
Alfonso Garcia Macias 

Executive Officers 

Gustavo Romero Kolbeck-Director General 
David Ibarra Munoz-Associate Director General 
Agustin Fouque Diaz-Associate Director-Promotion 
Jose 'l'enones Langone-A3socinte Director-Companies and trust fonds 

CAPITAL STOCK 

Under its Organic Lnw, the capital stock of Nafinsn is divided into shares of Series A 
which are in registered form an<l shares of Series B which are in bearer form. At .June 30, 1975, 
Nafinsa had outstanding 11,730,000 Series A shares and 8,7!)4,972 Series B shares, each with a 
par value of 100 pesos per share. Under Nafinsa's Organic Law, the SeriP.s A shares must 
nt nil times represent at least 51 % of the total capital stock and all such shares must be owned 
by the Government. At June 30, 1975, the Government owned directly 64% of the capital stock 
of Nnfinsa. and through agencies of the Government and other Government institutions owned 
indirectly nn additional 4% . Under Nafinsn's Org1u1ic Law, finance and investment com­
panies mny be required to subscribe to Sel'ies B shares of Nafins:n. in amounts up to 5% of their 
equity capital nnd reserves, and st:ock cxchm1ges and insurnnce companies may be required to 
subscribe to such shares in amounts up to 3% of their e<1uity and reserves. 

Net income from each fiscal year is a llocated by the stocklwlders al the annual meeting in 
accordance with the following or<ler of priority: (J.) a n amount equal to 10% of net income is 
ullocatecl to a legHl reserve until such rcservn reaches an nmount equal to the aggregate par 
vnluo of the subscribed capital stock; (2) an amount is set aside for tho payment of the annual 
cumulative preferred divjdend on the Series B shares at the rate of 8 % of the par value thereof 
(i.e., 8 pesos per shure) and any l\l'l'cnrages thereon; nnd (3) n noncumulative dividend on the 
Series A shnrcs at the rnte of S'}'n of the par value thereof (i.e., B pesos per share) is set aside. 
After such dividends hnvc been set nside, the meeting may alloc.ntc such amounts, if rmy, as it 
may determine for other purpo~es, including other reserves; nncl the meeting- may there· 
11ftc1· det ermine to set nsidc ndclitionnl dividends to the Series A and Series Il shnres, both Series 
sharing equally therein without regard to clu:3s. Any remaining: balance shall be regnrded ns 
surplus pending application until the next meeting. 
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-.OPINION OF INDEPENDENT AUDl'fORS 
The Board of Directors of 

Nucional Financiera, S. A. 

We have examined the accompanying statement of financial position of Nacional 
Financiera, S. A. at June 30, 1975, and the related statements of income, stockholders' equity 
and changes in financial position for the five years then ended, and the related notes. Our 
examination was made in accordance with g·enera.lly accepted auditing standards and ac­
cordingly included such tests of the accounting records and such other auditing procedm·es as 
we considered necessary in the circumstances. 

In our opinion, the statements mentioned above, expressed in Mexican pesos, present fairly 
the financial positi.on of Nacional Financiera, S. A. at June 30, 1975, and the results of opera­
tions for the five years then ended, in conformity with accounting principles generally accepted 
for banks in Mexico applied on a consistent basis. 

Mexico City 
August 29, 1975 
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NACION AL FINAN CIERA, S. A. 

STATEMENT )}'FINANCIAL POSITION 

June 30, 1975 
December 31, 1975 

(unaudited) 

Millions Millions Millions Millions 
of of of of 

ASSBTS pesos dollars pesos dollars 

Cash: 
On deposit with Bank o! Mexico . . . . . . . . . . . . . . • . . • . . . . • . • • • • . P 389 
Other . . ..•..•...... . .••••••.•..••••• , •....••...... . • , , • • . • 781 

$ 31 p 112 
59 1,442 

$ 9 
116 

Interest bearing obligations, at cost which appr;>ximates realizable 
value:. . 

Mextcan government ......••... . . . ...•......•..••. . ......•.• 
Other ........ . .. .. .. . . .• . . .. .. ...•. . .•.. •• · .. • · · • · · • • • · · • • 

Equity investments, less allowance of P 223 million (Note 3): 

Loans: 
Mexican peso (Note 4) .••••...... ..•• •• ....••. • •..••.• : ••.•. 
Foreign currency (Nole 5) .................•......... . ...... 

Other assets (Note 6) . ..•. .••• •• " .••...•. . .••.• . ••••.• • •••• . •••. 

Total assets .. .. ..............•.... • .........•.•••. 
Fondos Comunes: 

Assets of Nnfinsn assigned to Fondos Comunes (Note 14) •... . . 

Total assets of Nafinsa and Fondos Comunes . . • ...... . 

LIABIJ,ITIES 

Financial debenturr.s nnd certificates (Note 8) .••.••••.••.••••• • ••• 

External borrowings (Note 9): 
Mexicnn peso . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ............ . . 
Foreign currency .. . .......... . ..... , ................•....•. 

Deposit.a ..... . ........ ..... ... ........ ............ . .. . . .... ... . 
Accrued interest •. • ..• . .... ....... . . ........... . ................ 
Accounts pnynble and other nccrued llubilitlcs .......... . . ...... . . . 
Unearned income .• . .... .. ........... ... .............. ......... . 

Tot.nl llnbilitics ..... . .........•..................... 
Contingencies and commitments (Notn 10) •.•.•................... 

s ·r o c 1c rr o i. n Ens· F. Q u 1 ·r Y 
Cnpitnl stock (Note 11) ••.........••...•...........•... . • ........ 
Stntutory reserve (Noto 12) •..... . . ....•.............. . ........ 
Other reserves •........ . . . .............. .. . .... .... . .. .. . . ... .. 
Undivided )lrofits (Note la) .................... . ... . ....... ..... . 

Tot11l stockholders' equity ..... . , , ...... ...... ....... . 

Total linbilitie!I nncl s tocl:holde:rs' t.'quity ......•....... 
Fondos Comuncs : 

6%-8% equity purlicipalion ceri.. if1 catc11 rcclel'mnblc 011 llemancl 
(Nole 14) .....•..... .... .... . ........•. .... ...•... . ... .. . 

'l'otal linblli t ies nnd stocl:hohlrn1' t.'quily of Nalins11 and 
Fondos \omuncs .......... . . . ... . ....... .. , ..... . 

1,120 

1,102 
637 

1,739 

4,420 

22,446 
27,501 

49,946 

1,717 

68,942 

3,635 

p 62,577 . 

p 1'1,712 

1,770 
35,649 

37,419 

2,071 
868 
12a 
876 

56,069 

2,0fi3 
618 
33 

269 

2,873 

fi8,!M2 

3,635 

p 62,6'1 '1 

90 

88 
61 

139 

354 

1,796 
2,200 

3,996 

137 

'1,715 

291 

$5,006 
--

$1,177 

1'11 
2,l:l52 

2,!:1!>3 --
166 
69 
10 
70 

4,485 

164 
41 
R 

22 

230 

'1,7lli 

291 

$Ci,006 

1,654 124 

597 48 
1,463 117 

2,060 165 --
6,674 464 

29,213 
31,507 

60,720 

1,836 

71,844 

4,135 

p 75,979 

p 17,487 

2,011 
44,822 

46,833 

2,663 
1,089 

8·1 
888 

69,0H 

2,053 
6fi0 
33 

164 

2,800 

71,84·1 

4,131i 

p 75,97!l 

2,337 
2,621 

4,858 

147 

6,748 

331 

$6,079 

$1,39!) 

161 
3,686 

3,747 --
213 

87 
7 

71 

6,52·1 

164 
44 
3 

13 

224 

5,7•18 

331 

$6,079 

The nccompnnying Notes to Fi11ancial Stalcmcnls nrc nn intcgrnl pr\l't of this statcm<mt. 
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NACIONAL FINANCIERA, S. A. 

STATEMENT 01" CHANGER IN FINANCIAL POSITION 

Source of funds: 
From operations: 

Net income •.... . .• . ... . •• . •... . • . 
Items not requiring the use of funds-

net .••...•. . •..... .. .••••.. . . . • 

Increase (decrease) in financial debentures 
and certificates ....•... . .••••... , ..• 

Increase in long-term borrowings .... •. 
Increase (decrease) in other liabilities ... 
Issuance of capital stock .•..•...•.•. •• • 
Funds from sale of equity participation 

certificates (Note 14) .............. .. 

Total ••.••••..... .. . . • . ..•.• . • 

Use or funds: 
Incrl!ase (decrease) in cash . •.. ... . . ..• 
Increnst! (decrease) in interest bearing 

obligations . .•..........•....•.. . .. , . 
Increase in loans ....... . .......•...... 
Increase in equity investments ... • ...•.. 
Increase in olher assets .• . ....•........ 
Cnsh dividends including tnxes thereon .. 

Total .. .. .. . ..... .. •.......... 

Year ended June 30, 

1971 1972 1973 1974 1975 

(millions of pesos) 

1975 

December 31 
(unaudited) 

1975 1975 

(millions (millions (millions • 
of of of 

dollars) pesos) dollars) 

p 160 p 163 p 239 p 252 p 269 $ 22 p 164 $ 13 

(12) 61 71 (3.t) (107) (9) (128) (10) 

148 22•1 310 218 162 13 36 3 

2,375 1,369 (227) (875) 1,392 111 2,775 222 
1,533 39 5,626 •i,725 8,387 671 9,414 753 
(146) 363 840 896 599 48 786 63 

563 192 15 

1,600 120 500 40 --
p 3,910 p 1,995 p 6,449 p 5,527 p 12,232 $ 978 p 13,611 $1,081 
-- -- -- -- --
p 158 p 97 p 486 p 289 p (33) $ (3) 434 35 

1,054 (488) (1,306) 50'i 366 29 821 26 
2,475 2,0 6,119 3,400 10,584 847 11,274 902 

43 12:i: 627 1,005 885 71 1,122 89 
57 100 403 166 204 1G 123 10 

123 118 121 160 226 18 237 19 

p 3,910 p 1,995 p 6,•tii9 p f>,527 p 12,232 $ <)78 p 13,511 $1,081 
--- -- - - --

The accompanying· Notes to Financial Statements arc an integral part of this statement. 
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NACIONAL F INA.NCIERA, S. A. 

STATEMENT OF STOCKHOLDERS' EQUITY 

June 30, 1970 to December 31, 1975 

Bnl:mce nt June 30, 19i0 
Resetve appropriation . . ...•... . .•....••.....•...• 
Dividends .. . ......••.. . •. ••. . • •.....• : . • •.•.•. •• 
Tax on dividends ...... . .• . . .• ..•... . ..•.. • ...•. • 
Net income . .. . . ..••..... • ..•. · .•..• . . . .. • ..•••••• 

Balance at June 30, 1971 
Resetve appropriation .• • ..••.•.. . . . ..• • . . • ... • •.. 
Dividends . •........ . . . .•.•.... • . . . .. • ... . .•. . . . • 
Tax on dividends ..•... . • • . ..•.•. . .• . •....• . .• . . • 
Net income . . ••....•.. . . . .•.•.... . . . ....•. • .. . ••. 

Balance nt June SO, 1972 
Reserve appropriation .....•. • .. . ... • . . •..•..•••.. 
Dividends ••.•.. : . ..••....••... • .. .. •• . ....... .•• 
Tax on dividends . . .. . ..•..•.. . ........•.••.•• . •• 
Net income •.•..... . .. . •............• • ..•.....•. . 

Balance at June 30, 1973 
Issuance of 6,100,000 series "A" shares 2t par value of 

100 pesos each, plus premium ... • . ... , ...• . •.. . , 
Issuance oC 616,982 series "I.I" 11hares nt pnr value o! 

100 pesos ench ...•......... • • . • • . . .. , .. .. ..... . 
Reserve npproprinlion ..... . .. . ........ • ...• .. •... 
Dividends • ....•... . •...•......•.. . ... . .... . . . .•• 
Tax on dividends ............ . .• . •........•...... 
Net i11come ......... . .. . .•............ . .••.•.... • 

U11lnnce nl June 30, 19711 
lssuancc of 1,907,990 neries "ll" shares at par value of 

100 pesos each, plus premium •• • . ..••.. .. ..••.•. 
Reserve npproprintion , .... . .. , .....•.••.........• 
Dlvidc11<l1,1 ......... . . , , ......... . ....• , , •. . . , .. . . 
'l'nx on dividends . .......•....• , ...• . . , • . . . .. , .. . 
Net income ............ . . ... ....... . ............ . 

Tlnlnnce nt June 30, 1!175 
Rcscnc npproprinliun ...... , ................ . .•• 
DivldcruJ11 ....... .... . ........ . ................ . . 
'l'nx on dividends .... . ..•......... . .... , , ........ . 
Ne~ income ..... . ........•.... , .. . .............. . 

Ualunce nt December :JI, 1975 (unaud itod) ...... ... .. .. . 

Cnpitnl 
s tock 

p 1,300 

1,300 

1,300 

1,300 

610 

62 

1,862 

J!) I 

2,0li:I 

P2,0!i3 - -

Statutory Other 
reser ve resenes 

(milJions of pesos) 
p 290 p 81 

39 

829 81 
38 

367 31 
46 

413 31 

l 
79 

•192 :12 

1 
26 

618 33 
32 

---1' CiliO p :13 - - - ---

Undivided 
profi ts 

p 162 
(39) 

(117) 
(6) 

160 

160 
(38) 

(117) 
(1) 

163 

167 
(46) 

(117) 
(4) 

239 - 239 

(79) 
(166) 

(4) 
262 

21i2 

(26) 
(22li) 

(1) 
209 ---
260 
(32) 

(236) 
(2) 

104 
p 164 -- -

'l'he nccompnnyi11g- Noles to J<'innncinl Stntcmcnls urc 1111 inlogrnl p1u·t of this slalcmcnt. 
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NACIONAL FINANCIERA, S. A. 

NOTES TO FINANCIAL STA'l'EMENTS 

NOTE 1) Si'.gnificant accountino policies and p·raotices 

Nacional Financ1era, S. A. ("Nafmsa") is a national credit institution of the Federai 
Government of Mexico. Nafinsa is engaged principally in making and guaranteeing loans 
to finance the development of Mexico's economic infrastructure and industries of the public 
sector ('which means the Government, agencies of the Government and corporations controlled, 
directly or indirectly, by the Government) . Nafinsa's financing activities generally complement 
other sources of capital. Accordingly, it provides loans to Mexican entities of longer maturities 
than are normally available to them elsewhere in the capital markets and often finances projects 
thi:1t are of a longer term developmental nature and involve a higher degree of risk than would 
usually be undertaken by private financial institutions. The accounting policies and practices of 
Na'finsa are i11 accordance with accounting principles and· ruk.; specified for Mexican banks by 
the Comision Nacional Bancaria y de Seguros (National Banking and Insurance Commission) . 
Significant policies and practices are outlined below: 

Equ:ity in-vestments-Equity investments are held for long-term purposes and are generally 
recorded at acquisition cost or contributed value plus the par value of stock dividends that have 
been declared from accumulated undivided profits of investee companfos. If the undt"rlying 
equity in a company is less than the carrying value of Nafinsa's investment therein, no value 
is assigned the stock dividend received from such a company until the underlying equity exceeds 
the carrying value. The stock dividends generally re· ·esent distributions based upon current 
or prior period earnings of investee compnnies in lieu ot .:ash dividends. 

Provision is made for any perm:rnent impairment of value in an equi ty investment with 
the approval of the National Banking and Insurance Commission. 

Nnfinsn has not consolidated the companies in which it hns owncl'ship of the majori ty 
voting control nor hns it fo llowed equity accounti11g for investments in companies in which 
it owns 50% or Jess of the voting control. 

Lonn rcnewals-Nafinsa will from time to t ime rcuew or restructure a loan when n bor­
rower hus or might have <lifficully meeting itl:l terms. In gcnernl, this pructice has been followed 
011Jy with lonmi to the public sector. Jn some c11sci;, such ndion involves issuing n new loan 
whost~ principal i11clutles both 1111paid principal and inlercst on the old loan. Decnuse substun­
tinlly nil of Ruclt Joa11s can·y the specific gunrnntcc or Lhe Government with rcspec l to both 
11rincipal and interest, inlel'csl: income ha8 b<'en rccos~niiccl by Nari11sa on the accrnal basis h1 
such cnscs. 

Locm losses-Ir Nafinsn co11s iclcrs a 101111 to he in part fll' 1vholly uncollcctihl<!, it is segrc­
rrm..e<l nnu nn nppro11riatc nllommcc for losR ifl 1m>vidcd wilh lhc approval of the National Bank­
ing and Imrnrnncc Comrnis!liOn. 'l'hc allowance for losses is based 011 cvalualio11s of individual 
lonns and is lhc total of :unounts provided for specific doubtful receivables. Managcrnen t of 
Nnftnsa is of Lhc view that no gcnernl allowance in aclclition Lo Urn spocillc 101111 ullow11nces is 
11ccclcd bccnuse of the nnh11·c of tho instituli o11 ... 1d hccnusc a :;uhslanlial p<!t"t'cnlnge of loans out­
standing- nro guanrnteed hy Lhc r.ovcrnmcnl. 

l •' ont!CJ11 Co111111w~-'l'llc m1sclH of thi!'l ll'u~t arn reprc!'lenlccl by 11~~iJn1mcn ts of in terest~ in 
tho loan iiortfolio ancl otl11•r itsscl8 or Nalinsa; such assig-nnwnts nrc mi nll ocnlio11 or cert a in 
cntcgol'i cs of llS$et~ rntl1c1· than by idcntiflcu tion of s11ecific• nssds. ln ndclition, the r.;,·cnues 
11ttcl ex 11enscs of the ti-w~t arc combilwcl with compnrnhlu ilcms in Nl\fln1m's income stntement. 



NACIONAL FINANCIERA, S. A. 

NOTES TO FL.'iANCIAL E"\ATEMENTS-Continued 

Any gain or loss on the termination of the trust would be remitted to or sustained by Nafinsa. 
Though Nafinsa exercises management control over the trust and retains some of the risks and 
rewards of ownership of ti11st assets, the F ondos Comunes is a separate legal entity. Accord­
ingly, the total assets assigned to the trnsi .. and the liability for its equity participation certifi­
cates are shown separately on the balance sheet. 

Indemnities-Under the ME:xican labor law, Nafinsa has an obligation to pay indemnities 
to employees who are dismissed or who resign under certain circumstances. N afinsa charges 
indemnity payments to operations during the year in which they become payable. The state­
ment of _financial position does not include a provision to c~ver this c,bligation. 

C1trrency translations-The financial statements are presenter in Mexican pesos. Dollar 
amounts have been included solely for convenience and are stated, as a matter of arithmetic 
translat;on only, at the rate of 12.50 pesos per $1.00. 

Foreign currency accounts within the records of Nafinsa have been translated into Mexican 
pesos for each fiscal year at the rates of exchange prevailing on June 30 of such years. Un­
realized gains and losses on translation are reflected in income and have not been mu.teriul in 
any one year. 

'l'ru.st assets and f ecs-Assets held in fiduciary or agency capacities are not included in 
the accompanying statement of financial posit. n, since they are not assets of Nafinsa. Com­
mission revenues from trust services are inclu<led in income on the accrual basis. 

Reclassifications-For presentation purposes in the preparation of the accompanying finan­
cial ~t:atements, Nnfinsa has made certain reclassifications and has included additional notes 
and fitianciul statements to more closely reflect repot'ting prnctic ' S in the United States of 
America. The reclassifications include the offsetting of nn appraisal surplus from the revaluation 
of real estate in lhe amount of P 12 million ($1 million) agai11st the related asset accounts. 

NOTE 2) Accounting 11·rinc:i11le.'I and 1wacticas in Mexico <tnd in the U?Lite<l States of Americc:i 
Accounting principles and practices in Mexico arc gcnel'nlly similar to those followed in 

the United States of America. Some areas of differences in the financial statements of Nnfinsa 
al'e discussed l>elow: 

Provision for lo<ln losses-As previously indicated, mnnngement of Nafinsa is of the view 
thnt no general allowance for lonn losses is needed in ncldition to the specific loan allowances 
tl1at have been provided; however, financial institutions in the United Stales of Amcl'icn will 
in most cnses establish gcnernl nllownnces fol' loan losses in addition to lhose lhnt arc based on 
lonns that nrc doubtful of collection as of a specific elute. The nmounts of these gcnerld nllow­
nnces in the United Stales of America arc based on past cxpct'icncc uncl mn11agemc11t's views 
ns lo lhc possibility thnt their present portfolio of loans in goocl standing may ~mstain losses in 
the future. 

Stoalc cliviclc1uls-'I'he Nntionnl Banking mul Jusu1·nucc Commission permits lmnks in 
Mexico to record stock dividends received al no value (with only nn acljuslmcnt Cor the dividend 
shnres), or the s tock dividcncl mny he recorded nt llw pnr value thereof. Nnfinsa has elected to 
follow the lntter procedure a nd gencmlly records s tock dividends ns income nnd incl'cnscs the 
ca1Tying- \'lllttc of the rel utcd investment hy a corrcsponc.ling amount when equity exceeds the 
canying \'t1h1C!. For the effect of thiH accou11Ling on operations, see Note c to thc Statement of 
Income. 

25 



NACIONAL FINANCIERA, S. A. 

NOTES 'rO FINANCIAL' STATE.i\1EN1.'S-Continued 

Under ac~ou!..lting principles in the United State8 of America, neither dividend income nor 
an incre.ase in the carrying' value of an investment would be recorded upon receipt of a stock 
dividend. In addition, the deferral and amortization of the stock dividend of Altos Hornos de 
Mexico, S. A. described in Note c to the Statement of Income would be considered an exception. 

NOTE 3) Equity investments 

The equity investments were comprised of the followinl?"i after deducting a valuation 
allowance of P 223 million; 

June 30, 1975 
De-ccmber 31, 1975 

(unaudited) 

Net carrying Net carrying 
amount amount P er Per 

cent l\liWons l\Iillions cent MillionB Millions owner- of of owne ... of of sliip pesos dol13rs ship pesos dollars 
Companies in which more than 60% of voting shares 

are owned: 

Altos Homos de Mexico, S.A .•....• . ... . ... •. .•. 
Diesel Nncional, S.A ...•.• .. .. • ...•............. 

70% p 1,192 $ 96 79% p 1,438 $115 
78 390 31 BG 390 31 Guanos y 1"crtilh:antea de Mexico, S.A • •• . ....... 99 1,000 80 99 1,325 106 Bunco Int'-rnncional, S.A. ... ............ .... .... 62 66 6 52 65 6 Other .... ....... ... .................... .... .. 24'J 20 256 21 

2,896 232 !1,474 278 Companies in which 60:'~ or Jc:-s of voting slmrcs nrc 

9,463 197 · 8,139 251 
owned 

6,359 429 6,613 529 Less equity investments ntlsigned lo the l"ondos 
Comunes (Noto 14) ..... ................... .. !JS!l 76 939 75 

'l'otnl ... . ...•....• • .. •. . . .. . • •. ••• .• •. p •J,420 $364 P 6,G71f $454 

In the nggrc 'ate, the underlying cquiLy of these investments exceeds the cunying amount. 

NOTE 4) Mexic, n. peso loans 

Mexican J>eso loans arc summarized below: 

l.onns hosed on 011cn line!! or crcJit or current uccountB . . . .• . •• • 
Bills nnd nccc11tnnccs cliucom1lcd .. •. .... . ..•..•..............• 
Chattel mortgages nnd collnlcr11lized lonns ... .. . .. ... ....• ... 

Lcds lonns nssigncd lo tho Fondos Cornuncs (Noto M) . ........ . 

June 30, 1!175 
Dec1Hnber 31, 1975 

(unnud ited) 

J\lill1011t1 Mlllionlf l'tlillion11 J\lillions 
of of of of 

JIC~OS doll11r11 pc11os doll ors --l' J G,:m5 $1,312 p 19,037 ~1.523 
l,3&G 109 l,4411 JIG 
G,G31 530 lJ,1 80 831 --2'1,:1!>3 1,951 31,GGl 2,533 
1,!HS l GG 2.'14 196 

1-' 22,4115 $1,7!)5 p 2!!,213 S'.!.337 -- --
Over 90 % of lite pdncipnl amo11 11 t of lhc fol'egoing loans nre to the public sector. St:b­

swrntinlly nil of these loans a rc payable ot· g-naranteell by the Government. 
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?'<IACIONAL FJNANCIERA, S. A. 

NOTES TO FINANCIAL STATEMENTS-Continued 

NOTE 5) Foreign currency loans 
Loans made by Nafinsa in foreign currencies totaled P 28,213 million ($2,257 million) at 

June 30, 1975 ~.nd P 32,219 million ($2,578 million) at December 31, 1975. Of this total, an 
amount of P 712 million ($57 million) at June 30, 1975 and P 712 million ($57 million) 
at December 31, 1975 has been assigned to the Fondos Comunes (see Note 14) and the net 
amount of foreign currency loans on Nafinsa's statement of financial position fo P 27,501 mil· 
lion ($2,200 million) at June 30, 1975 and P 31,507 million ($2,521 millioL) at December 31, 

1975. 
Over 90% of the principal amount of the foreign currency loans are to the public sector. 

Substantially all of these loans are payable or guaranteed.by the Government. In addition, many 
of these loans represent funds borrowed by Nu!:!-.c;a in foreign currencies and reloaned in the 
same currencies to cover the financing requirements of specific projects in .the public sector; see 

Note 9. 
The profit or loss on foreign currency loans that results from changes in the exchange 

rates of foreign currencies is for the account of the b9rrower. 

NOTE 6) Other assets 
Other assets were comprised of the following: 

J une 31', 1975 
December 31, 1975 

(unaudited) 

l\lillions lllillionM l\lill ions .Millions 
of jleS08 of dollars of pe!los of dollars 

Reccivnhles: 
Commissions from gunranlees .......................... , 
1 nt.ereJt ......................... . ..............•...... , 
Government dcpnrtments ...•...... 1 •••••• • •••••••••••••• 

Mortgnge lo1!ns to cm/1loy~cs ......... : . : .. · . . . . " ........ . 
Doubtful loans, less a lownnce of P lGG million (Note 7) .. .-. 
Other ...... . ...•.... ...... . ........................... 

p 301 $ 2·i P4t.O $ 35 
33!) 27 316 25 
274 22 229 18 
165 13 l!JG 16 
59 5 53 4 
811 7 127 10 - --

Fur:tilure and equipment-at cost, less uccumululed depreciation 
of P 39 million .. . .....•. . ....................... . . . .. . . .. 

Renl e:;tntc 9.nrl investments in rcnl eslutc compnnics-nl cost, less 
nllowrmcc or p 1 million . ......... .. .. . ......... .. . ....... . 

PrcJlniil c.xpeni1es .... . ........ .. ......................... . . 
Sundry •.. ........ . ••................................ . ..... 

1,222 98 1,360 108 

33 3 32 3 

102 8 101 8 
327 26 317 26 
66 6 59 5 -1,750 140 1,869 160 

Less renl es l ute investments nssi{,'lled lo the Fonclos Comuncs 
(Nole 1'1): ••................ . . . .....................• . .•• 33 8 33 s 

-- --
p 1,717 $137 p J,836 $1-17 

-- -
No·ri:: 7) Allowance for loan losses 

A summary analysis of the nllownncc for Joan losses fot· the five years ended June 2·0, 1975, 
follows: Ycnr ended June 30, 

1971 1972 1!173 1074 1975 

(milllon8 or IJCllOS) 

Dulanc.i nt beginning of year ....••..•... . .. . ... p lil2 p 119 p 116 l' 162 P lGS 
l 'rovision charged to expense ....•.... , ...... . . • 1 67 10 ill 
Other nclditions .. . ........ .. ..........• . ...... 18 27 28 211 23 

JGI HG 201 1!16 232 
l.css loans u11d other rcccivuhlt•:1 charged off ..... '12 ao 3!) 28 (j(j 

Bnlunco ut ('nd of ycnr .. .... ........ ...... ..... Pll!l p JlG PlG2 p J(jq P lGG 
-- -- -- -- --

The nllowance for loan losses is determined by Nnfin~n nnd loans nnd other receivnbles nre 
charged off, only ns of lhc end o( each fiscal ycai·. 
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NACIONAL FINANCIBRA, S. A. 

NOTES TO FINANCIAL S'l'ATEMENTS-Continued 

NOTE 8) Financial debentures and certificates 

Nafinsa has issued various series of bonds and debt certificates. A summa!'Y of these debt 
~ ecurities follows; December 31, 19i5 

June SO, 1975 (unaudited) 

8.5-L't9% debt certificates .. . •.. . .•. . ... . .. •...••...•..•.. 
9.5-14.?.% debt certificates· . . . . . • . . . . . . . . • • . • . . . • . . . . • • • . . 
3% finan.:ial debentures .••..•.. . .. .. ... . .... . . .. . • • . . .•.•• 
9-11 % financial debentures .....•... . ..........•..•. . .... • 
12.7-15.1% financial debentures ... ; ................. .. . . . . 
7.3% financial obligations .. . . •.. . •.. • .....•. , •.•. . ••..•. . .. 

Million:i Millions Millions Millions 
of pesos of dollars of 11esos of dollars 

p 8'10 ~ 67 p 1,105 $ 88 
5,709 457 7,111 669 

866 28 857 29 
5,329 427 6,680 526 
2,015 161 . 1,983 155 

=---46_3 87 401 32 
P H,712 $1,177 P 17,48'i $1,399 

Of the total of financial debentures and certificates outstanding at June 30, 1975 and 
December 31, 1975, P 7,039 million ($563 million) and P 8,504 million ($680 million), respec­
tively, mature within one year. In addition to these am~tmts, at June 30, 1975 and December 
31, 1975,.approximately P 4,629 million ($370 million) and P 5,987 million ($479 million) were 
payable by Nafinsa on demand by the holder. Substantially all of the financial debentures E111d 

. certificates are payable in pesos; at June ~O, 1975 and December 31, 1975, P 1,05'! million 
($84 million) and P 1,207 million ($96 million), respectively, were payable in dollars. 

Nalinsa had pledged the following assets as collateral under provisions of cedain of the 
above securities totaling P 7,898 million (~632 million) at June 30, 1975 and P 9,061 million 
($725 million) at December 31, 1975: December 31, 1975 

· (unnudited) 

Interest bearing obligations ...•....•................... 
Equity investments ............ ..................... . 
Loans ..•............ . ........•.................. .. .. 

1.'otal .. , ................ ....... .. .. .... ......... . 

NOTE 9) External borrowinus 
External borrowings arc sumrnal'ized below: 

Moxicun pe::10 borro1ving •..... , , , , ........... , ....... . 

Foreign currency borrowin~ll: 
Specific project bo1Tow111gs 

l ntornntionul Ilnnk for Hcco1rnl ruction 11110 Ucvcl-
opmcnt (World Ilnnk) . . . . . . . . . . . ......... . 

lntcr-Americ:nn De\•elop111e11t Dnnk . . .. , •....••. 
Export-Import Bnnk of the United Stoles ...... . 
Other , ....... ... .. . ...... .. ................ . 

Gcnernl borrowings from foreign llna11cl11l hrntitutio1 · 
'l'otul foreign currency bot'l'owlngs .. , . , ... . 

'l'otnl oxtrn111l borrowings . , . , .... , ... . 

lll illions i\l i llions J\I ill ions Miiiions 
of ll l'SOS of dollat·s of v esos of dollnr.s 
p 120 $ 10 p 120 $ 10 

812 65 1,729 188 
G,957 557 7,212 677 

p 7,898 $ 632 9,0lil $ 726 
-- --

December 31, 1975 
June 30, l!l75 (unaudited) 

1\1 ill ions l\lilllons l\l illions 1\1 illlonll 
of PCSO!! of clollare of 11esos of dolltlrit 

P 1,770 $ Hl I' 2,011 S lGl 

6,73'1 '159 
6,7:16 '1 5!) 
l,liG5 mi 

10,867 8G~ 

23,!>!J~ 1,919 
l 1,G57 9a:i 

-:i5,G'1!1 2.i;52 
]> :11,11 L!) $2,\l!l:I --- --

6,277 
6,479 
1,73!> 

1-1.730 
20,2311 
l fi ,1iSS 
'1 •1,822 

l' ·lli,Ba:.s 

502 
618 
130 

l,179 
2,338 
l.2·18 
3 .5S1i 

S3 .7'1'i 

The weighted averaA·c interest rate 0 11 external. bon·cJwings for the yenr cndc>cl .T11ne :30, 
1975 approximated 7.9 %. 

Nafinsu's Org1111ic Law provides thal the 1\Iexica11 Nation will be l'espo11sible nt ni l t ime~ 
fol' Xnfi11sa's ohl igalio11 !) u11dcl' lonns made to Nafinsn. hy forcir~n pl'imlc, go\"C~rnmenbd or 
in tcr-govel'lt men ta! i nsli lu tions. 
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NA(/ONAL FINANCIERA, S. A. 

:KOTES TO FINANCIAL S'l'ATEMENTS--Continuefl 

"Specific project borrowings" represent foreign currencies bonowed by Nafinsa which 
are reloaned in the same currencies to the public sector; see Note 5. Any profit or loss resulting 
from changes in the exchange rates of foreign currencies on such transactions are for the ac~ 
counts of the entities to whom the funds are reloa.ned. 

The amounts of external borrowings due in other currencies are summarized by currency 
below: 

United States dollars ••.•.•.... • . . ..... . ... . . . ........... 
French francs .. . ••• . .... . •• . •••• .. • .. ..... . • . •...•... 
German murks . . . • . . . . . . . . . • . • • . • . . . . . . . ...• . • . •...•..• 
Swiss francs ... . ... . ... . ••.•..•..••.•.. . . .. .. . . . •. . . . .•• • 
Cnnndinn dollars ......• . • . ...•. . .. .. ...•....•......•••..• 
Other foreign currencies ........•••.... .. ...•........ . .•.. 

Total long-term external borrowings .•••. •......•..... 

December 31, 1975 
J une 30, 1975 (unaudited) 

l'tllllions l\lillions Millions .i\Iillioml 
of pesos of dollars of pesos of dollars 

p 25,190 $2,015 p 35,17.0 $2,814 
2,114 169 1,071 86 
1,896 162 1,836 14'7 

050 76 928 74 
653 62 661 63 

4,846 388 6,156 412 

p 35,649 $2,852 p 44,822 $3,586 

Nafinsa li.ad credit commitments, principally from foreign banking institutions, totaling 
P 13,475 million ($1,178 million) as of June 30, 1975 and P 14,524 million ($1,162 million) 
at December 31, 1975. · · 

For t' m'.udited information on maturities of external borrowings; see "Business-Source 
of Funds" elsewhere in Lhis Prospectus. 

NOTE 10) Continoencies and co-mm'itments 
A summary of contingent Jiabilities follows: December 31, 1975 

June 30, 1975 (unaudited) 

l\lilliom1 l\lillions l\lilliom1 l\llllions 
of pesos or dollurs or pesos or dollars 

Gunruntce11 ........ • .. •.......•• . . • •.•.••...•.•.......•. 
Collntcral guaruntces on discounts ....... • .............. . .. 
Other co11ti11gont liu!Jili tios ........•. . ...... , . .... . .. . , •. . . 

P 1!.1,G11'1 $11671 P 20,4~2 $1,63!i 
422 311 488 81) 
8/i 7 84 7 

'l'otnl ...••.•.....•. •. ..•.. • ••...•.••••••.•.•.• •• p 20,lfil $ L,Gl2 r 21,01'1 $1,G!H 

The endorsements and gunruntccs hnvc arisen principally in con11ectio11 with loans obtained by 
public or private concerns in Mexico from supulicrn and IJtwking institutions abroad under 
conditions which required n guarantee oC the individual loans. 111 rnosL cases, the Government 
has in turn agreed •1 iuclemnify Nafinsa if it is required lo honor a guarantee. 

Nafinsn had u.1clisbursed loan commilmenls aggregating P lG,9117 million ($1,276 million) 
ut June SO, 1975 a11d P Hl,t118 mill io11 ($ I ,Sil:~ 111 i Ilion) nt DeccmlJer ::31, JD75. 

NOTE 11) C(t7Jilal stock 
The authorized cnpitnl consis ts of two classes of stock which were as follows: 

Series A Cummon stock, 100 JlCllOS pnr vuluc: nulhm•itc1l, issued 
und oul:1tnnding 11,730,000 shnrcs ........ • ...... . . , ..... . 

ScricA U 8% cumulntlvc preferred stock JOO pc:;o11 par value; 
nuthot'izcd l l,2i0,000 sharc11 : h;:;ucd lllul oul11tanding 8,7!M,07:l 
shurcs .........•....•.. .. . ... · .. · · · · · · · · · · · · • · · · · · · · · • 
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J llllC 30, 1075 

l\lilllons l\lllllons 
or lll'llO!I or dollnr!I 

p J,17:1 $ !)il 

880 70 

r ~.oria $104 
- -

Ucct•mhcr 31, l!li5 
(unitudlted) 

l\li llion~ Millions 
or JJCSOS Of dollars 

p 1,173 $ !)4 

880 70 

11 2,053 $1o.1 ·-- -



NACIONAL FINANCIERA, S • .A. 

NOTES TO FINANCIAL STATEMENTS-Concluded 

All the Series A common shares are owned by the Government which under the special 
legislation that created.Nafinsa must own at least 51 % of Nafinsa's capital stock. · 

The Series B 8% cumulative preferred dividend shares have no arrearages in d.i\ridends. 
This is a participating preferred and thus, in addition to the 8% cumulative dividend, shares 
equally in dividends with the .Series A common stock after that class of securities receives an 
8% dh•idend. Total dividends on Series B cumulative preferred shares were paid at the rate of 
9% based on earnings for the fiscal years ended June 30, 1971 and 1972 and 12% based on earn­
ings for the years ended June 30, 1973, 1974 and 1975. 

NOTE 12) StatutonJ reserve 

In accordance with·the General Law of Credit Institutions of Mexico, Nafinsa is required 
to appropriate 10% of its net profits to a. legal reserve. Such appropriations must continue 
until the amount of the reserve is equal to 100% of the capital stock issued and outstanding. 

NOTE 13) Tax on dividends 

Undivided profits and capital reserves, if distdbuted to shareholders, are subject to the 
payment of taxes in accordance with the following: . . . . 

a) A 15 % tax on profits an cl reserves generated prior to December 31, 1964. 

b) A tnx of from 15% to 21 % on profits and reserves generated afler January 1, 1965, 
exce1>t when dividends arc paid to the Government ancl to l\Icxica.11 credit, insurance or 
investment compnnies. 

NOTE Vt) Fondos Conmnes 

The Fondos Comunc.s (a tnrnl fund) issues cC}uily pnrticipntion certificates to Nnfinsn in 
exchange for assignmcmts of interests in certain assets of Nafinsa. Nafimm .subse<111cnlly sells 
the trust's" ccrtificalc~ to inves tors and is obligated lo 1:epm·chasc them on dcmm1d by the 
holders; the repurchased ccrtific11tcs arc resold to olhet· investors. Condensed br.J1111ce sheets 
of the Fonclos Comunes follow: 

AS RE 'l' S 

ARsir,nmcntfl of lttll'rCRlll ira: 
Ec1uily ''" t.111t.>n l 11 (Nute :I) ..... ....•.....•..•.....•. 
Loan1:1 

lilcxlcnn 1w11011 (Note '1) ........ , .....•....•...•.. 
Foreign currency (Note f1) •••••••••••••••••••.•••• • 

Hou I cstulo invN1l11HJnt11 (Note G) .......... .. .. . ... . .. . 
Oll,or . , ....... , , . , . .... , , .. ..... . .. .. . ... .. ....... . . 

J.IAJll 1.1'1'1 ES 

11"/.. ·WY.0 1•1111lly pnrlici1mtio11 C<'rlillt·alt>ll l'i' 1lcc11111blu 011 llN 11 1111d 

( colln ll·ml i7.1•d IJy u11Mu l11 of Lnrnt /u11J) .. .... . .. ........•.. 

June !10, 1!17Ci 

l\tllllons l\lilllon11 
or Jlt'IJOll or clollnrs 

l' O:JU $ 7fi 

I ,IM8 J li(i 
712 fi7 

:1:1 :I 
a 

J' :J,G:u; $2!l l -- --

I' :.t,G:l!i $2DJ 
= 

lh·ccmh~r 31, 1975 
(un111111itcd) 

l\Jllllom1 l\llllion11 
or pcso11 or <lollnr11 

p o:io $ 71i 

2,·Mli 100 
712 Ci7 
ll3 8 

8 

1' d,135 $:J9L -- -

P ·l, 1 3~ ~33 1 

'J'hc e<111ity tiartidpalio11 cc rWic11t.cs nutsliwcling 1111d tl1e related ussph1 of the tru:;t were 
inc 1·~nsccl by P l,fiOO 111illio11 ($1 20 million) in t.!10 yc111' cndccl .June :10, l97G 11nd by P 5(10 
rnillio11 ($·10 million) in the six mo11llls cndt' d Dcccmhc1· 3 1, 1971). 'J'hcl'c were no rh an~i:S in 
total cquily fml'li<'ipatio.1 ccl'titicalt!s outs tatHli ng cl11rl11g- lite four ycu1·::; Cllcll!d .J unu 30, 197-l. 
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l\fETICO 
General 

Mexico constitutes a single nation consisting of 31 states and the Federal District, which 
contains Mexico City, the nation's capital and largest city. Mexico City's metropolitan area, 
including the part located in the State of Mexico, had a population of 11,3'10,000 at June 30, 
1975. A sovereign nation since 1821, Mexico is the second largest Latin American country in 
terms of population and the third largest in area. Mexico has a total area vf approximately 
762,000 square miles. It shares a common border of 1,942 miles with the United States. See 
"Map of Mexico". 

Based on the most recent census, Mexico's population at June 30, 1970 was 50,694,617, 
representing an increase of approximately 14,325,875 (39 % ) since 1960 and 24,088,183 (91 o/o) 
since 1950. The estimated population of Mexico at June 30, 1975, was 60,145,258. A continuing 
high birth rate and a substantial decline in mortality rates, pl'incipally among infants, resulted 
in a compound annuai rate of population growth of 3.4 % from. 1960 through 1970 compared 
with 3.2% for 1950-1960 and 3.0% for 1940-1950. It is estimated that the compound annual 
rate of Mexico's population growth from 1970 through 1975 remained 3.4 % . 
Form of Government and Foliticnl Parties 

The present form of government was e'itablished by the Political Constitution of the United 
Mexican States, which took effect on May 1, 1917, :md reflects the objectives of the Revolution 
of 1910. The Constitution establishes Mexico as a federalc<l republic and vests in the Federal 
Government responsibility for most important governmental functions other than those of a 
primarily local. or regional nature. 

The Constitution provides for the separation of executive, legislative nnd judicial powers 
within tho Federal Government. Legislative power is vested in a bicameral Congress consisting 
of a Senn.le nnd a Chamber of Deputies, the members of which arc directly clcct.cd on the basis 
of universal adult suffrage so as to provide representation of cnch· state and the Fedel'al 
District in bolh houses of Congr('ss. Tho Consti tution pl·ovides J>l'Ocedures, rarely used, for 
rejection of bills by the President and for Congressional e11acbne11t ovcrl'i<ling- such veto. 
The executive powcl' is vested in the Pre::iident, elected for u six-yenl' term by dil'ect, popular 
vote. Ho tnay not serve additional tcnns, whether ot· not successive. 

The Constitution may be amended uy the vote of two-thirds of the members of each House 
or C:ongt·ess pl'cdcnt und co111:1tituling a quol'um, followed IJy the 11p1n·oval of n majority of the 
s tnto l eirislnture~. 

Tn the nntionul elections held in .July 1!)70, Mr. Luis l~cl1cv(•1-rta Alvarci, u mcmher of lite 
I m:1titutio11al Revolutio11al'y Party (PRI), wiw elected l'l'c~iclc 11 t, and PHI c:rndidalcs were elcctc.'<1 
to nil the scats i11 the Ji'(!<l crnl Sc11ale. In the una nationnl elect ion~, of the 2:30 representatives 
elcctcc1 to the F'cclcrnl Chamber of Deputies, 188 were members of the PRI, whi le '12 seals were 
1111od by r1roporlio11nl rcprcscntntion by oppositio11 candidates, ns follows: 11arly of N ntional 
Action (PAN), 25; Popular Socialist l'at'ly (PPS) I 10; fll\d Authentic Pnrly or the Mexican 
Hcvolution (l'AlfM), 7; PHI mHl its 111·c<l<'ressor t>arlics have rcn111i11cd conti1111ously in the 
majority in Cougrcs~ m1<J h11vo won 1111 'Pre1:1idm1tial elections from Hl2!l t{> thr pn~scnt. 'l'he 
next election for the l 1rcsidc11cy n11cl for th1~ C:ons~ress will l>c held 011 July '1, 1 !l7G. Mr. J osc Loper. 
Portillo, formel'ly ;\ti11istm· of Finance aucl Puhlic Credit., hns been clcsir,nalccl l>y PRl SIR its 
presidc11tial cnndldalc.: al LhiH elecLion. 

Externnl Affairs and lntcr11utlo11al Orgnniiations 
l\foxico i ~ 011c of the cha rlc1· mc111bc1·s of the U11ill'd Nations nnd is n founclin~ mct'lber 

of the 01xanization of American Stal1•s {0/\ S}, tho lntc1·11ationnl J\lonelnry Fund (Ii\IF), the 
foturnntion:il Rank for Reconstrndion nnd Development (Wol'ltl Bank), and the llltcr-Arncri-

31 



can Deve!opment bank. Mexico is a member of the Committee of the Board of Governors of 
the IMF on the Reform of the International Monetary System and Related Matters {Committee 
of 20), representing itself, five Central Am~rican countries and Venezuela. 

Together with most of the other member nations of the OAS, Mexico was n party to the 
Act of Bogota in 1960 1.1nd the Charter of Punta <lei Este in 1961, under which the Latin Ameri­
can nations and the United States drew up the principles known as the Allhnce for Progress. 
At the Co:iference of Montevideo in 1960, Mexico and several other Latin American nations 
initiated the Latin American Free Trade Assv.:iation (LAFTA), which now includes Argentina, 
Bolivia, Brazil, Chile, Colombia, Ecuador, Paraguay, Peru, Uruguay and Venezuela, as well as 
Mexico. 

The main purpose of LAFT A is the creation of a free trade zone among its members. This 
is to be achieved by ieducing taxes applicable to imports from other members ancl by arranging 
agreements which provide fo1· free trade in certain industrial componenU:.. 

In October 1975, with th .: leadership of Mexico and Venezuela, the Latin American Eco­
nomic System (SELA) was formed with the participatior of the following 25 developing coun­
tries of the Western Hemisphere: Argentina, Barbados, Bolivia, Brazil, Colombia, Costa Rica, 
Cuba, Chile, Ecuador, El Salvador, Grenada, Guatemala, Guyana, Haiti, Honduras, Jamaica, 
Mexico, Nicarngua, Panama, Paraguay, Peru, Dominican· Republic, Trinidad and Tobago, 
Uruguay nnd Vene;r.uela. SELA was conceived to establish a permanent system for the coordina­
tion of the external economic policies of t!1e member counlrics, with a view to promoting a new 
world economic order that will favor the interests of itz members. SELA also seeks to further 
promote the economic integration of its member countries. 

THE MEXICAN ECONOMY 
P1·ior lo Wor ld Wa r 11, the Mexican economy was bused principally on Hgricullu :-e and 

mininz . Since that time, Mexico has placed increasing emphasis on the ndustrinlizntion of its 
economy. 

Groi;s Domestic Product (GD!'), 11tco11sls\llt 1960 pricCti, i11crensed 26.5% during lhe 1971-
H>7·1 period, with compouud :rnnuul incnwsc of ll.0% . During this pel'iod, Mexico's population 
inc1·cnsed app1·oximately 1'1.G jo , cquivnlcnt lo nn averngc llnnual rate of SA %. Thus, n ernge 
trn111ml increases of real GDP have o.xccedcd nvllrngc n1111ual population increases and 
huvc bro~1gh t cor!'esponding in1provemc11ts i11 nvernge rent per cnpitn income. 

Eco11omic ~rowth 11 as been based 0 11 a I ig-h mle of invcslmunt, nvcrnging 20.G% of GDP 
during the ]!)70's. Appl'Oxim11ll!ly 87.o ~;, of thiR investment hus been flnancucl from domestic 
~avings . 'l'hc balnncC! hns coinn from ahroncl i.1 the form of loans nn<l direct investments. 

I n 1!>711, 1\foxico's GJJl> i11crcusc1l :,.ti% at cu11sla11t HIGO prices, ns conipare<l to 7.fi% in 
rnn. 'l'hc s lowdown in the l'lllC .... i lllCl'CHSC of GDP durinK 197'1 was mainly due to nul"iculturnl 
produrliu11 r emain i11g nt 1973 lc\'cb;. The 111n11u f:tctlll'i nrr, construction nnd energy industries ex­
pnntlc<I nt low er m ks Uinn i11 Hn:~. Commerce nncl govcrmncnl11l scr\'ices followed the i i.me 
slowct' lrcncl . llowcvcr, the n•nl output of the: pc~ t a·oloum, prlro-1•h cmi c11l~ and min ing industries 
rcr.istct'Nl ld~het· m lc.<s of i11l·1·cast•s th11 11 in 1 !17:3. J\R n rcRu ll of the it1sumcicnt growth of supply 
in cc l'lni11 scclorn, :111cl tlw cxpn11qio11 of iutel'llnl dcmn11d (m11i11ly cl\uscrl by public sector c~pcn­
cliturcs ) , imports, especially foodstu ffs, mw mnlct iali; a11d flnishctl !Juocls, increased substnn­
tially in 197·1. 

nmi11 ~ I !l7!i, llw Mrxir1111 cco11omy was nd\'l'rscJ~· 11ITcctc<l by lhc Unilecl State:\' nnd 
inlcrnation:d C'con 1mic rcc1·~s io 11s . .'\llhot1f(h go\'cl'llrncnl expcn<lilurcs fol' co11~u mption :ind 
i11 vest rnrnt conlim cd lo incrcnsc, the rnlc of g t'O\\ lh of pn ale i11vc!ilme11l :rncl consumpt ion 
slowl·d clown. Ar,g1 ' A"Hlo fot'l' ig-11 d ·11 1f111<l for -;\1 cx ica11 i roocls :11111 :;cr\'icc:; was 0.G' ( lnwt:'r than 
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in 1974i exports, border trade ancl income from in-bond industries increased by 0.3%, 10.6 % 
.and 0.5% 1·espectiv< ly, while income from toui·ism decreased by 4.9%. 

In 1975, Mexico's real GDP grew between 3.8% and 4.2 %, that is at a lower rate than the 
one achieved in 19i-!. The most dynamic activities were the petroleum and petrochemical in­
dustries including their by-products. Mining production declined in response to the drop in 
external demand. As a whole, industrial production was up by 4.1 % in 1975; the construction 
and manufacturing industries grew 4.2% and 3.7%, respectively; clca1 indications of recovery 
were shown during the second half of the year. In the agricultural sector, production of grain 
(except wheat) and oleaginous seeds increased as a i·esult of improved credit facilities; how­
ever the growth of fann products was offset by a sharp decline in cotton production. Trans­
portation and communication services rose by 7.0% and government services by 10.0%. 

During the second half of 1975, ti .e slower growth in prices-together with the wage in­
creases in some sectors of the economy-began to stimulate domestic demand which, in turn, 
induced the recovery of some economic activities. 

In 1973 and 1974, worldwide inflation caused lnrge increases in the prices of Mexican 
imports. This, plus a generally expansionary G_overnment fiscnl program· designed to sustain 
rcnl gi·owth in the economy, t·esulted in a 15.7 o/" increase in the Mexico City wholesale price in­
dex in 1973 and a further 22.5% increase in 1974, while the Mexico City consumer price index 
incrensed 11.2 % and 22.5% fo,. the years 1973 and 1974, respectively. ln 1975, us compared to 
197'1, the rate of inflation was reduced to 10.5%, as measured by the Mexico City wholesale 
price inrlex, and to lG.9%, as measured by the Mexico City consumer price i11d£:x. This favorable 
result 1·eflecls both a series of government anti-inflation measures initiated in late 1974 as well 
as reduced external demand. The Government has announced fiscal ancl monetary policies for 
1976 which reflect its inlP.nt; to further reduce inflalio11. 

Dul'ing the pnst five years, imports of goods and services grew at a compound annual rate 
of 20.7 7'•, while exports of 111crchm1Clise and services increased by lG.59'c . The current nccounl: 
deficit rose s harply in H>75 lo $3,G(J3.tl million. 

Notwi hslanding the mal'lccd growth of imporls, the overall balm1ce of pnymcnts yiclderl n 
surplus in 1975, us gross in ternnt ionnl reserves of the Bank of 1\foxico rose by $165.1 million, lo 
$1,GOS.9 million, as of December 31, 1975, com1n1lcd in accorda11ce with the Internationnl 
1\fo11ctary Fund critc1·in, including- silver. 

The Covernmc11l's fiscal program in H)7G is in te11dcd to reduce the overall rnlc of growlh 
of g·ovcrnme11t cxpc11dil111·c~ while sr1urri 11g- illcl'c:1sccl 111·oductio11 of petroleum products, Rlec!, 
clectt'ical cnc1•t,ry und agriculturn l output. The 1976 fiscal progmm nlso reflects measures 
udopl ~d i11 llltc 19711 and in 197G to i11crcnsc lnxcs 0 11 pl'ivatc consumption, includinrr gnso­
Jinc, i11 Cl'('11sc lh<' perso11a l income lllx rate to a maximum rule of 50~J , limit lms incss expense? 
derluctio11!1 n11d ·mpl'Ovc tnx Hdministrnlion a11d collection. These policies are expected to in­
crcnsc r,-ovcr11mc11l revenues from 1 1. r; ~;, of CDP i11 1!}711 lo over 1 3.G ~fi of C:Dl• in Hl7G. In 
addition, i11 order lo rnohili'l.c g-rcntcr resources for the public sector, elec tl'icily anct tclcpho11L' 
rates WCl"C i11crc:iscd i11 J\ugusl l!l7f) :.UHi JHtlll lll'Y Lfl7G, respectively. A goal or the Govern­
ment's fisc11l p1·11g-rnm is the rccluctio11 of tho budr,ot defici t of lh : Gover11111c11L 1111<1 tl1c budg<•t­
co11Lrollcd ar.cncies nnd the nmount of 11cl pulJlic ~cclor borrowi11g in 1!)70. 

The Covc rmncmt'r .:conomic prnrm1m for H17G nnticipntcs 11 dcc1·cuse in tho lniclc deficit 
nnd i11 lh t> m·<•rull current ncco1111l dcllcit, ns well ns a rccluction i11 tho amount of net cxlcrnal 
l>o1·1·owi11 ff:{ hy the public sector . 'l'hcsc 1rnlicip11tcd i1np1·0,•c111e11ts i11 lite halnncc of 1my n11mts 
will be the l'l'sult of Jo\'c1·11 ml'11t pl·og-rnms Initiated cluri11s~ the pasl four years to incr~ns~ 
output of the pet1·01L•um, steel :\nd ngricu!L111·al sectors nncl to i11crC'nsc cn t'nings from tourist 
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aud in-bond industries. It is anticipated that the expansion of industrial output in 1976 can 
be achieved with a smaller increase in imports· of capital goods than has historically been the 
case, because of the availability of idle instal led plant capacity and the completion of projects 
commenced during the last four years. Assuming a continuing economic recovery in the United 
States, the Government expects increased extE,. 1 demand for Mexican goods and services in 
1976. 

New oil discoveries and increased crude production beginning in the seconc! half of 1974 
have turned Mexico into a net exporter of petroleum products. See "Petroleum and Related 
Products." 

Gross Domestic Product and Expenditures 

' The following table sets forth for the years indicated Gross Domestic Product and imports 
of goods and services, together with expenditure of the total available supply of such goods and 
services on exports, private and public consumption and gross fixed investment. 

GROSS DOMESTIC PRODUCT AND EXPENDI'l'URES 

Gross Domestic Product ut Current Prices ........... . 
Add: Imports of Goods and Serv'ces ............. . .. . 

Total Supply of Goods and Services ..... , •••. 
Less: F.xports of Goods and Services .. . . . ...... . •.••. 

Tot.ul Goods and Services Avuilal>lc for Domestic 
Ex11cnditu.rc ..•..•.....•.••. • •••....•.•.. 

J\ llocation of 'l'otnl Goods nnd Services: 
Private Consumplion(l) . . .. • ........ ....•..... . 
Public Consumption ..... . . . .......... . ...•.. . .. 

'l'otul Consumption .........•....••.•... . ••. 

Private Gross .Fixed Investment . . .. ............ . 
Public Gross Fixed Im·cstment ................. . 

Total Gross Fixed 111vc-11lment , ••.•.........• 

'l'otal Domc:1tic E xpl!ndituro ....... . ... . 

Gl'oss Domestic Product nt Curnrnt Prices •........... 
Add: Jmports of Goods und Services ..•... . .. ... ...... 
Less: l<; xpo .1 of Goods 1111d Scrvicc11 ................ . 

'l'otnl Goods nnrl Services Avnilnhlo for Domestic 
F.x1iunditurc .....•....................... 

Allocali<Jt• of '1\ltnl Goo1.l!I ancl Scrvicrs: 
l'otal Cons11mj>lion . . . ........... · · ... . .. · · 

'l'otnl Cross F xcd Investment .... ... ...... . 

'J'olal Domestic Expc1111ituro . .•• • , , , •.• , 

(:ro:;s Uomcstic P1·oduct (In million11 of pcso11) 11t Con-
slnnl 1900 Prlcos ••• • ...•...•.....• •• ...........• 

A1111unl l'crr.cal111{c l ncrcnsc nt. Corrnlnnt 1900 Prices .• 

(1) Includes cha 11~es i11 invcutorics. 
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1970 1971 1972 1973 197'1 -(millions of pesos) 
418,700 1152,400 512,300 619,600 812,000 

42,595 40,785 48,499 63,671 95,029 - -
•iGl,295 '193,185 560,799 683,271 907,929 
33,873 37,438 .1;;,113 58,127 76,687 --

'127,422 455,7'17 515,686 625,144 832,242 
-- -- -- --

312,647 336,835 370,799 438,026 571,11 8 
32,575 36,712 43,687 56,118 77,624 ---

!M5,222 " 73,547 414,486 •1911,144 648,742 -- ---
50,930 59,041 66,485 81,162 118,997 
3t,270 22,55!) lM,715 49,838 64,503 --- - -
82,200 82,200 101,200 131,000 18!1,GOO - --

427,'122 4fifi ,7'17 615,686 621.i , 1'14 832,?.42 ---· -- --
(Pcrcentnlec:.1 of Groll~ Domest ic Product) 

100.0% 100.0% 1Cl0.0% 100.0% 100.0% 
10.2 9.0 9.5 10.3 11.7 
8.1 8.il 8.8 9.4 9.3 ---

102. L 100.7 100.7 100.9 102.4 -- ---
82.(i 82.G 80.9 79.8 WJI 
J !l.G 18.l 1!).K 21.l 22.G 

102.l 100.7 100.7 JO O.!> 102.ii - -
2!lG,GOO !lOG,l:lOO 329,100 3!H I 100 :175,100 

G.9% 3,.1•,v 1.a% ·1 .1i ~i1 li.D 'iC 



Gross Domestic Product by ~fajor Sectors 

The follo\Ving table sets forth Mexico'~ Gross Domestic Product by major sectors for the 
years indicated. 

GROSS DOMESTIC PRODUCT BY MAJOlt SECTORS 

(millions of pesos at constant 1960 prices) 
1974 

1960 (as % of 
(as % of Gross 

Gross Domestic 
Domestic Prod-

1950 1960 1970 1971 1972 1973 1974(1) Product) uct(l) --- --
Agriculture ...•...• . l.0,176 14,790 21,140 21,517 20,955 21,889 21,243 9.8% 5.7% 
Livestock .... . •.•.•• 4,032 7,966 11,848 12,204 12,832 13,076 13,520 5.3 3.6 
Forestry .......••• ~ • 992 882 1,149 1,085 1,173 1,252 1,277 0.6 0.3 
Fishing . . ......•.. •. 242 832 398 430 445 462 470 0.2 0.1 
litining . ..... ... ..•. . 1,839 2,306 2,859 2,871 2,865 3,166 3,589 1.5 1.0 
Petroleum, Coke, Basic 

Petrochemicnls .••.. 2,104. 5,128 12,675 13,111 14.,282 14,672 17,071 3.4 4.6 
Mnnufocturing .••. . .. 16,064 28,892 67,680 69,7".15 75,524 82,256 86,783 19.~ 23.1 
Const-uction . ' · •..••• 2,998 l>,105 13,683 13,230 16,658 18,016 18,628 4.1 6.0 
Electricity ... • • . • . • • • 462 1,602 5,367 6,784 6,297 6,987 7,690 1.0 2.0 
Transportation, Com-

munication •.... •.. 2,912 4,966 9,395 10,098 11,102 12,385 13,800 3.3 3.7. 
Commerce ...••.....• 25,799 ".16,880 94,491 97,326 104 ,0".ll 111,968 118,652 31.2 31.6 
Services ... . .. . ...••• 19,917 82,251 69,592 63,211 68,183 72,877 76,609 21.4 20,ii 

-- -- -- --
87,637 102,030 800,167 310,612 333,257 368,505 379,282 101.0 101.1 

Less: Adjustment for 
Banking Services • 564 1,fito 3,567 3,812 4,157 4,4.06 4,182 1.0 1.1 

Total Gross Domestic 
Product .. ....... 86,97:1 1/'iO,li LI 296,600 306,800 320,100 31i'1,100 37!i,100 100.0% 100.0% 

(1) Preliminary. -- -- -- --- -- -- -- --

Role o( Government in the Economy 
The M' exicnn economy ope1·ates csscn ti ally 011 lhc principles of a mixc<l economic syslem in 

which both the public and the pl'ivate sedors hnve important roles to play. Free enterprise aud 
private ownership of the means of procluclion opernte within the framework o( constilutionnl 
provisions which regulate owne1·<ihip o( rural bud, rights to :mbs11rfocc rc:sources, extraction 
und distribution of petroleum ll ll pclrole11rn products, and production and distribution of clcc­
tl'icity and nucle:u· energy; these nlso gum·nntee the righ t~ of workers ancl auti101·izo legislation 
setting minimum wngcs. It is generally tlH! policy of the Government to operate most of the 
public utilities ns well ns to control i;omc key industrit>s, bu t not to displace privat'' enterprise 
in the commercial or industrial sectors of the ecorwrny except where private capital is unuLle 
to initiate or develop essential industrial projects. 

Tho Government's economic role is implcmcntccl thro11Sth a 1rnmho1· of scrni-a11to11omous 
}lul>lic agencics- staluto1·y boctics, spccinlly charlercci col'pornLio11s, or corporntio11 s co11trollcd 
by the Government through direct or indirect equity investments. For example, Pelr61eos 
Mexicanos ("Pcmex"), is in ch n r r,c of exploration, product ion, r efi nin 1:r and clistri b11 tio11 of tho 
nntion's petroleum r<:so urcrs uncl the mauufacturc nud firsL-stage snlc of basic petrochcmicnls 
n11d certain othe1· dorivntivcs; tht! mujor 11ortio11 of Ure electric 11ower industry is opcrntcd by 
the li'C'Clcral Elccti·icity Commission ; Lhe principal rnilro11,1:1 a1·1! 011cn1l.t!d by Nalio1111l lhilwnys 
o( Mexico; n11cl 1111.ny i11dusll'inl ventu res arc nssistcd hy N1l<'io1ml Fi11m1r.lcra, S.J\. 

'l'ho Covemment i11fh1e11ccs the level and nnl11rt• of private i11 vl'slmcnt i11 certain economic 
nctivitl cs by grnnling the co1 1 ccss io11~ t'C'Qui.rcd for rcgulatccl r11te 1·pl'i~es , such as min ing-, by 
issuing import. licenses Co1· ruw 111ntcrials amt c;1pital i~uods, 1111<1 hy rcsl1·icting tho import :nion 
of foreign goods competilivo witlt itom:-1 Jll'oclucccl 11omcsticall.v. 'l'ho Government abo pro ·:id·:~ 
fiscal I iccnli\'es by r clicv in{t cxportc 1·g of mn11ufact11rc<l good~ frorn cxporl Lnxcs. 

3G 



In 1974 total public gross fixed investment (Federal, state and local governments and 
public agencies) amounted to 35.2% of total gross fixed investment. 

The following table sets forth the allocation of public gross fixed investment for the years 
indicated. 

PUBLIC GROSS FD .. 'ED INVESTMENT 
(millions of pesos) 

Federal Government(4) ............ . . . 

Communications o.nd Public Works .. 
\Yater Resources •... . .. . • • •• . , ••.. 
Other .. • .•••........••• • •..• .. •. , 

Public Agencies .•... •. .• , •.•.. . . . , •. , . 

Pemex ........ . ....•..•.......•.. 
Federal E lectricity Commission •• , , 
Railways Companies . , , . .• . • •. .• , , 
Other ...... .. ..• , ....•...... .. , •. 

Political Subdivisions (5) .. •. ....... , . • 

'l'otnl Public Gross Fixed Investment . . . . 

(1) Preliminary. 
(2) Authorized. 
(3) Preliminary Budget. 

1971 

6,806 

2,936 
2,793 
1,077 

13,280 

1972 1973 

11,612 l 6,104 

5,423 6,522 
4,039 4,949 
2,150 4,633 

19,122 2.9,027 

1975 1976 
197-1 Budget Budget 

Total 
1971-
1974 (1) (2) (3) 

20,492 

6,853 
8,111 
5,528 

88,876 

29,995 

9,106 
12,465 
8,424 

63,429 

31,670 55,014 

9,324 21,734 
14,52•1 19,892 
7,822 13,388 

64,897 100,305 

Percent­
age of 
Total 
1971-
1974 

32.1 

12.7 
11.6 
7.8 

68.4 

•1,752 6,495 7,669 10,108 12,815 14,200 29,024 16.9 
2,797 3,395 4,630 5,662 8,446 10,100 16,484 9.6 

841 815 2,086 3,148 4,639 4,784 6,890 4.0 
4,890 8,417 14,642 19,958 38,029 85,813 47,907 27.9 
2,473 3,981 4,707 5,135 6,421 5,400 1.6,296 0.5 

22,559 3·1,716 .19,s:rn 64,503 os,845 101,967 111,015 100.0 

(4) Includes the following amounts expressed in millions of pesos for investment by the 
Program for Rural Devolopment (Pl DER), as follows: G69.3 pesos ( 1973), 847.0 pesos 
(1974), 2,550.0 pesos ( 1975 Budget), 2,100.0 pesos (1976 Budget). 

(5) Iucludes Federal Distl'ict nncl two Feclernl Territories from 1971-1975. In ln76 only Fed­
erul DiHtl'ict. 

Over the lnf.t 20 years, Mcxko's economic clevelopmeut has beeu d ue primnrily to ils 
political and monetnry stnbili ty and to the extent ancl nature of µublic ancl private investment. 
Tho bnsic objectives of the p1·csent li'edcml Govemme11t's policies nrc to consolidnte this 
development and to reduce economic inequalities by contiuuing monetary and exclrnnge stabil­
ity; increasing investment in the economy to stimula te growth; encouraging greater domestic 
snvinga b.v the public and private sectors to make this g t\>wth self-sus tai ning; strengthening 
tho externnl sector of the economy primarily by increasing exports of goods nnd services ; ap-
11lying mudern technology to favor lnuor in tensive methods of pl'ocluction, thercuy improving 
~mploymcnt opportunities ; emphasizing decentmlization nnd inl'cl'nntionnl competitiveness in 
industrinl policy; and nmking more widesprend use of moclel'll methods in ngriculture. 111 addi­
t ion to the above policies, which in many cases will uenefil the 10\'y -ll\come mnjority, n new 
mnjor p1·ogrnm hn!; been lnunchccl to nccclerntc iuvestmont in low-cost hous it1g-. These policies 
arc dcsc riued in greater dctnil under the npproprii1tc heudiug::i herein. 

Employmen t 

Although ihcl'e nre no official s talis tics 011 employment 01· unemployment, accord ing to 
nid-year population cs timntes, lhc1•c were 1q1proximntcly Hi.G million fJe1·sons economically 
uctive in 1971;, of which '11.1 ~o were engaged in ngl'iculturo, livestock-raising, forestry and 
fishing act ivities, 2·1.Gfc in industry and 311.3% in services. 
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' 
In Mexico, as in most developing countries, a significant proportion of the population lives 

outside the market economy. The growth of the market economy has created new j obs but has 
not been sufficient to reduce unemployment and underemployment. The present administration 
is placing the highest priority on a number of programs, described herein, designed to deal 
with these problems. Examples are the fostering of such labor intensive activities as tourism 
and the use of labor intensive methods in manufacturing and construction, including housing 
and rural feeder roads. 

The new Federal Labor Law provides a variety of benefits for workers, including the sup­
plying of housing by employers, severance compensation on voluntary retirement and profit­
sharing rights. 

The latest annual deterinination of regional minimum wages by the National Commission 
of Minimum Wages, consisting of government, labor and management representatives, in­
creased·the minimum wages by 22% in a ll regions eff'1ctive October 1974, 16% effective AulUst 
1975 nnd 24 % effective January 1976. 

Price Levels 

The following table shows annual percentage changes .in the wholesale price index for Mex­
ico City and the recently establishi!d consumeq>rice indices for Mexico City and for the country 
as a whole cluring recent years . 

PERCENTAGE CHANGCS IN PRICE INDICES (1) 

1951 • t t t • •• • t •••••••• • •• • •• •• •• t ••• •• •• 

1952 t f t t t t t t t t t t t t t I t t t t t t t • f . ft t f t t t t t 

196:J ..•.. ' •.••• ' •• • •.•.• ' ' • • •• •• • • •• •• • 
1951, ...•.•• . .••••• •• •.•••••••••. ••••••• 
1951i . .. .••• . .••• •.••. . ••• • • •• •• • •• •• • • • 
1956 ••• •••• • •..•.•. • •..•• • •••••• •.• ••• • 
1957 ..•••.•. •. ••• ••.•••.•.••. •••••• •• •• 
1958 ...... • ..•.• . .•....••.• • •.••• .• • •• • 
195!) .•• • •.• . • . • .. .....•. • ••.... • ...•.•• 
1960 ..• •. ..... . .....•....• •. ...• . .•... . 
1961 ....•.... . ....•. • . • ...••...• ••.•.•• 
1962 .. . .•.. . .. ' • ..•.•. • .. .. .. . . .•. . . • .. 
1963 .. . . ...•...•••.. . ••.• • .• .... • . ..••• 
1064 . .•..• • .•••.•••• • • • ••• •• •.• • ••••• • • 
l!>Gli •••••••••••••••••• • •• • •••• • •• •• • •• • 
1960 •. . .•.•.••.•.•......•••. •• ••••• • ••• 
1()67 • ••••••••• • •.•• • ••••• • •••••••• ••• • • 
l!l68 ....••..... . ...........•••. . •.•..•• 
1069 ••••••...•••.•••• •• ...•.••.••.•..• • 
1070 ••••..•••• ' ••.• •. • ••.•.••• • •.•. •• •• 
1071 t t t t t t It t t t t t ft• ft f t ft t t ft t It f t • I e t 

1972 ........ . .......••.. • .•...•. • .. • • • . 
J973 ..• .. ...........••.. . •...•.... • • •• • 
1974 •. .•• ••...•........... . .....•...• . • 
1971i(2) •.••.•• • ••.••. • ....•.....•..•... 

Mexico City 
Wholesale 

Index 
(Ilnse 1950 

24.0% 
3.7 

- 1.!) 
. 9.4 

13.G 
4.7 
4.3 
4.4 
1.2 
6.0 
0.9 
1.8 
O.G 
4.2 
1.9 
1.3 
2.9 
1.9 
2.(i 
G.O 
3.7 
2.8 

1G.7 
22.() 
10.r; 

Mexico City National 
Consumer Consumer 

Index Index 
(Dnse 1968) (Bnsc 1968) 

8.9% 8.G% 
6.1 6.0 
5.'1 6.4 
6.1 6,0 

11.:! 12.1 
22.li 23.7 
lG.9 15.0 

(1) The computation of these firn1rcs involves dividing the average of the relevant index for 
nil the mouths included in each period by the corrcspo11di11rr nvcrnge for the imme<lia: ely 
p .. eceding period of s imilar lcugth. 

(2) Preliminary. 
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Internal prices grew at a slo\\'er rate in 1975 than in 1974. The success of the Government 
in reducing infla~ion while maintaini~g modet·ate economic growth results from a broad range 
of Government economic pnlicies, including tax reforms, reorientation of Government expendi­
tures and credit policies, monetary restraints and price controls. 

The Wholesale Price Index increased on average 10.5% in 1975 as compared to 22.5% in 
197 4, due ma.inly to the behavior of consumer goods, whose average increase over the year was 
11.3% (compa1·ed to 23.4 % in 1974). Prices of producer goods, on the other hand, rose by 
9.2% in 1975. 

The National Consumer Price Index rosi~ during 1975 by 15.0 %, compared to 23.7% in 
1974. Transportation costs led the plice increase with 22.5%, compared to 36.9% during the 
previous year; the price of petroleum and its by-products rose 29.9% in 1975, as compared to 
73.l % in 1974. 

The Government has established maximum prices for certain essential consumer goods 
such as meat, milk, drugs, soap, some petroleum products, and lower-priced automobiles. A 
public agency, Compania Nacional de Subsistencias Popuiares (Conasupo), guarantees mini­
mum prices to producers of certain principal agricultural ptoducts and subsidizes the consump­
tion of foodstuffs and certain other esse :itial consumer goods by ldw income groups. 

Agriculture and Livestock 

Mexico's mountainous topography and relative scarcity of water combine to limit the area 
· ·which may be cultivated to a11 ·estimatecl 31,970,000 hectares, or about 16% of its total area. 

In 1974, nbout 17,401,000 hectares- were actually under cultivation, 24.6% rnore than in 19~4, of 
which nbout 4,800,000 hectares were irrigated, an increase of 25.6% since 1964. Undet· Constitu­
tiona l mandates lo effect reforms of the rural lnnd-tenure system, the Government has dis­
tributed during the last 59 years approximately 90,336,000 hectares for utilization in agricul­
turr , breeding of livestock and forestry. 

Increases in the amount of land under irrigation, increased use of fertilizers and improved 
technology have ennbletl Mexico to become la t·gely self-suflicient in foodstuffs. In 1975, l\Icxico 
p1·oduccd more than 82.!t% of ib~ total consumption of corn, wheat and beans. However, the 
continuing lieed for improvement in agrku!Lurnl productivity is indicated by the fact that in 
197 4 tl1e estimated '11.1 % of the country's tota l employment engaged in agriculture, Ii vestock­
mising, fores try and fishing produced only 9.7% of l\'fcxico's 1!)7'1 gross domestic Pl'Oduct 
(before adj ustment for ba11ki11g services). 

In order to improve ngricultu t't\l productivity, the Government is con tinuing to expand the 
natio11's il'ri!!alion syslem. Duriug the prcsen., admiuislration, .,!. major inigntion pi·ojccts 
were unclertaken, some of which are l)lill under construcLiou. At December 31, l 97G, these 
p:-ojects hnd alrendy aclderl 23'1,000 hed11 rcs to lhc il'l'igntion system. This is an important 
Government program s ince the m::ijol'ity of lhe arable lnnd is dependent upon irregular rain· 
fall. 

Expend itu res of the Federal Govcrmnl!nt for irrigation amounted to lD,229 million pesos 
during l11 e fou r years 1971-1!}74 and such expenditures were lmdg-etcd al 9,433 million pesos 
fo1· l!l7G and 11,n~G million pesos for Hl76. 

39 

I 
11 
I 



The Government is ~lso promoting the expansion of domestic fertilizer production, which, 
in 1975, was estimated at 2,254,000 tons. One of the principal projects in this program is a 
new fertilizer plant schedul~d t" commence production in May 1977, with a planned daily 
capacity of 1,200 metric tons. 

As part of its efforts to achieve a b~tter distribution of the benefits of economic growth, the 
Government is placing major emphasis on expanding other agricultural development programs 
geared primarily to the small, poor farmer, such as construction of access roads, technical 
assistance, seed improvement, prO'~sion of fertilizers and insecticides, supervised credit, in­
creased local processing of farm goods, and imp1·oved marketing facilities. 

Agricultural products, including sugar, syrup and livestock .. contribute significantly to 
Mexico's external trade; in 1974, they amounted.to 32.1% of the value of total exports, and to 
28.5% in 1975. App1•oxitnately 74% of the cotton and 64% of the coffee produced in the 19'74-
1975 harvest were exported. '!'he decline of. exports of agricultural products was mainly re­
.lated to the U.S. recession, as about two-thirds of Mexico's external trade is with that country.· 

The following table sets forth certain statistics relating to the trend of agricultural produc-
tion in recent years. · 

AGRICULTURAL PRODUCTION 

(thousands of tons) 
1970=100 

l!l70 1971 1972 

Index of Agricultu1.ll Production .....•... 100 96.1 93.9 
Inde~ of Population • •.... • .••..•.......• 100 103.4 107.0 

Com ... . ' .................. ........ ... . 8,87.9 9,786 9,223 
CoLton •.....•• • • •• • •.. •.. •. . ..•........•• 3311 307 416 
Whcut .... . •.•.••••••.••.•.......... . .• • 2,676 l,831 1,809 
Colfee t It tt tt t t tt t tt 1 t ft ff t t t t f I I If f I I It 185 188 203 
Sugar Cane ... ......................... 34,651 32,711 32,252 
Benns I I I ff I I I I I I . t;. I I I ff fff I It I ltf I tiff !l25 921 869 
Rice , •....••.••...•.•....•...•.. . ......• 405 369 875 

(1) Preliminary. 
(2) Estimated. 

1973 1974(1) l!l75(2) -94.3 95.5 97.5 
110.7 114.6 118.6 

8,3G5· 
392 

7,784 
498 

!l,400 
210 

2,0!ll 2,764 2,750 
204 208 215 

32,863 33,30J 82,368 
1,00!J 896 1,160 

451 489 773 

The Government's policy on alil'iculture has been and will continue to be one of high na­
tional priority. In 1975, 19,068 million pesos were authorized m; federal public investment in 
the agricultural sector; this represents an incrense of G.0.8.% over the 11,855 million pesos 
invested by the Government in 1974. 'l'he 1976 federal budget for investment in the ngl'iculturnl 
sector is 21,191 million pesos. 

Manufacturing 

'rhe industrittl development of Mexico has been marked by a rnpicl growth in manufac­
turing, evidenced by incrensed output, greuter integmtion of iirocesses and wider diversification 
of p1·odud:;. This growth, which is further evidenced by the ~5.0% increase from 1D71 lo 
1975 in the ilidex of industrial production, was stimulated by Government policies emphasizing 
the development of the economic infrnstructurc and encoumging the use of Mexican raw 
material resources, the substitution of domestically manufllcturccl consumel' goods for ir.1-
portec.l products, and the exportation of industria l goods. 
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However, indus';dal development was also characterized by heavy concentration in the 
Mexico City Metropolitan area. In order to rationaEze industrial development, major new · 
programs have been launched which aim at decentralizing Mexico's urban development by 
providing infrastructure for industrial parks and special tax incentives and credit facilities 
to stimulate the utilization of such infrastructure. The regional decentralization policies are 
being strengthened, according to administration guidelines, by ensuring the availability of 
housing as well as other urban services and facilities to attract the work force at all levels to 
the new urban concentrations. For example, major developments are being carried out in the 
City of Queretaro and in various industrial parks of the State of Mexico. Industrialization 
is being stimulated in the areas bordering the United States, and producers are encouraged 
to supply the domestic market from such areas and to process semi-finished products brought 
from the United States for re-export to that country. 

To improve Mexico's international competitiveness, import substituting activities are now 
being treated more selectively than was the case in the past, and most of the major stimuli to 
manufacturing are beµig directed toward export-oriented products. 

In order to make the country self-sufficient in steel, the Mexican steel industry plans to 
increase steel making capacity from the present level of appro:>dmately 5,900,000 metric tons 
per year to 14,700,000 metric tons per year by 1980. As part of this p1·ogram, the Las Truchas 
steel complex is being developed in the State of Michoacan. The steel project of Las Truchas is 
divided into two stages: The first stage, scheduled for completion in 1976 and representing a 
$1,031 million investment, will produce 1.3 million metric tons of steel per year. The second 
stnge should be completed by 1982 and is designed to increase the plant's total productive ca­
pacity by an additional 2.35 million metric tons of steel per year. The second stage will require 
an investment of approx_imately $3,300 million. 

The automotive industry produced 356,549 automobiles, trucks anJ buses during 1975. 
The construction industry volume index (1970= 100), rose from 97.4 in 1971to143.1in1975. 

The following tablf' "hows the net value of manufacturing output in recent years. 

VALUE ADDED IN MANUFACTURING (1) 

(millions of pesos nt coustunt 1960 prices) 
Industry Dranch 1970 1971 1972 

Food, beverages nnd tobncco •.•... •. .. . ...• . ....... 19,6ii4 19,849 20,933 
Textiles, garments and lenther ...... ............ ... ll,897 12,llfi 13,007 
Wood and Jint>er products ....•.... . ........ , . , .. , . , 6,110 4,864 6,271 
Chemical products ............... ................. 9,128 10,064 11,429 
Non-metallic mineral mnnufnclurcs .... • .... , , , • , • , , 2,964 3,220 8,6!)0 
Mclnllic manufnctures ••••• • • •••••••••• t t. t • • • • • • t 4,G86 4,762 5,350 
Mnnufocturc of machinery ... ...... ". , ........... . 6,!)!)5 6,998 6,406 
Mnnufocture of trnnsportntion equipment . ... , , . , , •. 4,629 4,936 6,•127 
Other mnnufocturing industricu •.•••.• t'' • . t ' •• • ••• 4,177 8,937 4,111 -- --'l'otnl t •••• • • ••••••• • t •• t •• • •••••••••••••• 67,680 69,746 75,62•1 

-- -- --
(1) Value of output minus purchases from other producing nctivities. 
(2) Preliminary. 

Petroleum and Related Products 

1973 

21,966 
14,160 

fi,604 
12,624 
4,174 
fi,786 
7,169 
6,422 
4,460 

82,255 

1974\2) 

22,786 
14,665 
6,042 

12,889 
4,298 
6,446 
7,496 
7,695 
4,627 

86,783 

Under the Constitution and Fccleml Jaw the Mcxicnn petroleum and natural gns industry 
including exploration, x·efining, dislril>ution, ancl the manufacture nnd first-stnge sale of basic 

iJ 

. i 
I 

I .,, 

I 
I 



petro~hcmicals and certa:f! vther de.t·ivatives, are entrusted solely to Petr6leos Mexicanos 
(Pemex), a public agency employing 86,190 persons as of December 31, 1975. 

Petroleum and natural gas supply approximately 91 % of Mexico's primary energy require­
ments, including those needed for the production of approximatdy 55% of the electric output 
of the nation. Pemex is producing more than 95% of the country'::; total petroleum and natural 
gas requirements. 

At the end of 1975, Mexico had proven petroleum reserves of approximately 4.0 billion 
barrels, sufficient to sustain production of crude oil and condensate at 1975 levels for 14 years. 
Proven reserves are defined as known i. ..:troleum deposits which can be economically recovered 
with existing technology and qperating methods at current levels of production costs and petro­
leum prices. 

T!1e outlook for petroleum supplies in M.exico has improved significantly with the dis­
coveries in 1972 by Pemex of new fields in the Reforma area situated in the southeast on the 
coast of the Gulf of Mexico. Output of the Reforma area alone incre~sed to 400,127 barrels 
per day at the end of rn75, an increase of 45.4% over i~ output at the end of 1974. 

The table below sets forth Mexico's proven reserves of crude oil and natural gas liquids 
an~ natural gas from 1971 through 1975. 

TOTAL PROVEN RESERVES 
December 31, 

1971 1972 1973 1974 1975 

Crude Oil nnd Natural Gns Liquids 
(thousands of barrels) . ..... . .. . 3,234,450 8,237,400 3,269,366 3,536,•'30 3,9G3,G78 

Nnturnl Gns 
(millions o: cubic meter s) ... ... ....... . .•. , 310,613 304,462 306,150 8 l6;722 837,641 

It i::> the policy of the Government through Pemex to increase the rate of production in the 
sout11, particularly the Heforma area, to the highest sustainablu rate coi1sistent with current 
conventional practices, in order to make the maximum contribution to the current accoun t of 
Mexico's balance of payments. 

The following table shows the production s tatistics of main J>etroleum products. 

PETROLEUM PfWDUC'l'ION 
(lho111mncll! of cuhir melcr11) 

l !l'/l 1072 

No.turn! Gns(2) .... .... , •.• , .............. . . .. . 
Liquicl Petroleum Gns ..•....................... 
C.nsolinc • . ..•..........•............ , • , . , ..... 
Kerosene .......••..•.•..•.. • .•..• ••.• • •. •..... 
Diesel Oil • ........•••..•...........•......... • 
1~uel Oil • . . . . . . . . . . . ..•. • ..... . ........ . ...... 
Asphalt • . . . • . . ........... . . ...... . .......... . 
Lui• ·icnnts ...... . ...... .. ......... ....... . .... . 
Grease ..... . ...• ....• ... ......... . . • . .. . ...... 
Pnrnllln .. . . ..... . ....... .. ......... : ... . ..... . 
flasic Pctrochf'micnls(3) . ... . .. ... .... . ......... . 

(1) Preliminary. 
(2) l\tillions of cubic melcrs. 
(3) 'l'h011sands of tons. 

18,220 
2,170 
8,367 
2,3117 
4,801 
7,30G 
1,"1!) 

!IQ!} 

8 
8a 

J ,!J:J!) 

18,G!>G 
2,4'14 
8,!M8 
2,406 
5,557 
8,324 
1 ~152 

:rno 
11) 

Rli 
2,21iil 

1!)73 197'1 

l9,16G 21,089 
2,7:11 2,932 
9,27ii 10,407 
2,073 2,!l!Hl 
G,oG7 7,98G 
R,:1:!8 !),890 
1,22!1 7Cil 

288 42:i 
11 w 
96 lOG 

2,650 2,!>78 

1!)75(1) 

22,273 
2,992 

10,720 
2,900 
8,805 

10,401. 
654 
471 

10 
88 

3,635 

Dul'illg the 1960-l!l75 period, petroleum product consumpt ion in Mexico rose at :m nvcrn1rc 
annual rnte of 7.3 5( . Crude oil and natural gas exports nmountccl to $393.7 million in l!l75 com­
pa red with $G2.0 mi llion in 1971J. Petroleum impol'ts (including dcrivati\'e!-> ) nmounted to 
~282.G million in 1975 compared with ~tl2l.8 million iu 197'1. The very rap id rntc of growth in 
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production over the last few ye~frs has overtaken consumption, allowing the cou.1try to becomr 
n net exporter of. petroleum and related products as demonstrated in the tnble below. 

EXPORTS AND IMPORTS 

(million!.' of dollnrs) 
1971 1972 1978 1974 1975 

Exports 
C:ude Oil ......... ............. .. .. .... 61.9 393.7 
Natural Gas o ••to• o tooo •••• o o o o tt•Oo oo •I 3.7 1.6 0.3 0.1 
Refined Products ........................ 26.9 21.8 28.2 

62.0 26.4 Other Petroleum Products ........ ........ 0.1 0.6 
PeLTOchemicnls .................. ..... ... 3.4 2.6 4.7 9.6 4.3 - -Total Exports o t to ooo t oo It to ...... t. 3tl.O 2G.0 33.8 133.5 423.4 

Im11orts - - - -- - -
Crude Oil ......... ......... .... ..... .... 2.0 32.1 88.7 79.6 
Natural Gns .......................... .. 
Refined ~~roducts .. ..................... . 62.2 58.7 185.6 

1 271.9 225.6 Other Petroleum Products ........... • .... 6.9 13.1 7.9 
Petrochemicals ...................... ... .. 16.6 lD.1 21.6 70.4 67.0 - -·- -'l'otnl Imports .......... ' ' ' .......... 8G.7 123.0 303.G 421.8 282.6 --Net Exports (Imports) ..................... .. (52.7) (97.0) (269.8) (288.3) 140.8 

Net Chnngc Over Preceding Year .... ... ...... (47,!)) (4tl.3) (172.8) (18.6) 429.1 

Although Mexico is not a member of OPEC and ils total exports nre presently smaller 
tlum those of the smallest OPEC members, l\Iexican officials have indicated thnt they intend to 
follow OPEC prici11g policies. 

Mining 

Mexico has suhslnnlial :rnd varied mineral resources. It is able to meet its indus­
tries' requirements of the most important mineral resources such as silver, sulphur, lead, zinc, 
copper, iron ore, bauxite, phosphates, ammonia and fluot'. 

Under Constitutional provisions relating to ownership of subsurface resources, mining mny 
only be cnrried on by the Government or by private enterprise under limited com:essions. At 
present, 9G% of l\lexico's mining activities nre controlled by the Government or by private 
Mexican enterprise. 

The mining entcrpl'ises, either privntely 01· with J{ovc1·nmt '•L parlici1mlio11, l1uvc ini tiated 
n series of projects with total i11vestmc11L ex peeled lo nmounl to 13 billion pesos durinf{ the 197'1-
197G period. Some of Lhc more significant investments inclncle: the COJJper projcct3 of Lu Cnri­
dncl a;1d Lnmpnzos in the Slate of Sonorn; the iron mines of Pciia Co'f'lrnda in Colima; the ex · 
pans ion of instnllations of the Compniifa Mi nern. de Ca11a11cn in order to increase il:l output of 
blister copper; the restrucl111·ing of the Compniiia Mi11ern de Aullfm lo augment the t>roduction 
of mangmtcst1 nodules nnd forro-mrmganese; th.::i ovorhnul of the silver mine of Lns 'C'oncs, in 
Gunnajunlo; the opening- of new gold, silver, lead und zinc mines i11 'l'nxco, Sombrcrete, 
Cuc11cnme nnd Hermosi llo; and the cxp1111sio11 of Uw i11 stullalio11s of Ivli11 c1·11 Frisco in S1111 

Frnncisco del Oro lo incrensc the procluclio11 of fluot'ilc. 

Electric Ptrn er 

The Go\·ernment has plnced a his;h priority 011 lht• development of the electric pow~r ln­
cluslry in :;\lcxico mid the utilization of lhc country's hydroelectric rPso11 1·ccs. Electric power 



production ·increased ·from 15,763 mil.lion kwh in 1964 to 40,766 million kwh in 1974. At 
December 31, 1974, gener~ting capacity was 9,647,000 kw. During 1974, 62.7% of Mexico's 
electric power came from fossil fuel plants and the balance was provided by hydro plants. 

Under a Constitutional amendr.;.~nt C'f 1960, the gene 11 transmission and dfatribution 
of public electric power are reserved solely to the Nation, an ... no new concessions can be granted 
to prive.te individuals or companies. Approximately 82.1 % of electric generating capacity in 
1974 was represented by facilities of public agencies; the remainder, predominantly captive 
plants, was represented by privately owned facilities. The bulk of the electric power sold to the 
public in Mexico is generated by the Federal Electricity Commission, a public agency established 
in 1937, which coordinates the Government's program to increase the supply of public power 
and had an installed capacity of 9,537,230 kw at December 31, 1975. 

The electric power :ndustry is engaged in a six-year expansion program designed to fill 
Mexico's rapidly growing requirements. Under this program it is planned to increase annual 
production to 50,000 million kwh by 1976. Special emphasis is being placed on providing elec­
trification for rural areas. Mexico is developing a nuclear plant at Laguna Verde, in the state 
of Veracruz. The Laguna Verde nuclear plant will have two generating units of 674,000 kw 
each and will require a total investment of-approximately 5,513 million pesos. The first unit is 
expected to be completed by 1979, and the second one by 1981. Electricity rate increases imple­
mented at the end of 1973 and in August 1975 have enabled the Federal Electricity Commission 
to begin to strengthen its finnncial position substantially, increasing its ability to finance in­
ternally n higher proportion of the large investments contemplated in the ne}..t few years. 

Transportation nnd Communications 

The country's transportat ion network has been substantially enlarged and modernized in 
recent yenrs. The following table provides cerl:t\in stntistJcs for motor vehicles, railroads, nir­
lines and shipping for the years indicated. 

'l'ItANSPOltTA'fION STATISTICS 

MOTOR Vt::lllCLES KAILl\OAUS AlllLIN l~S SHIPPINC 

-:-: •· ? Tot ~I Cuollno Domutlo incl l-' ttl6hl Louled 
r a1unwer Truc11 •nd Conrnmp· lnlrrnallunal i ncl nloodrd( I) 
Car llo&i•· But llr1lt· tlon .... dfthl raurni.r Pa11,.n11er 

lratinru tratlntu (0!•0,000 Ton·M r1~I) Mii,.. Mllrt Co1111t l nlrm•tlonal 
(000) (000) i:ah,) (0011.000 (000,1)00) (000,0UO) (OOOToru) (000 Tont) 

1070 ......... ... 1,234 658 2,1211 J.1,3:.17 2,81G '1,!!07 0,(iil[i 13,081 
1071 ............ l ,llil2 1\0& 2,27G H,'131i 2,700 [j,1 (j:i 10,Gfi:l l•l,197 
1972 ••••••••• t • • 1,620 628 2,'1GG H,381 2,'/86 G,fi,11 12,72•1 17,02'1 
1073 •••• • •••• t • • 1,707 6$2 2,727 10,.U:.I 2,li1.0 7,'120 13,070 22,117 
19711 •• • 't t •• t.'. 2,0lill 770 ·~,Slll 10,312 2,8fl6 8,GfiO J7,(l:l8 22,230 

(1) Metric tons. 

Tho railroad system, which carrl<!s mt estimated 21 'j'o of nil frei~ht m1 vc<l in .Mexico, is 
opcrntecl through sovernl public agencies, o! which Nalionul Railways of Mexico is the most 
importnnt. As of December in, t97G, npproximntcly 2'1,822 kilomclers of tri.ck were in use. 

Tho rnnd network, in largo part built and maintained by the Federal Government, totaled 
187,000 kilometers ns of December 8 I, Hl7fi, of which 32.0% arc J>1tvec1 roads and include 1,350 
kilomcte1·s of toll expressways. 'J'ho principnl Mexican cities nrc served uy domestic r.:1d intertrn· 



tiona1 airlines, and many small\'!~· communities receive scheduled service from the domestic 
lines. The Federal Go\·ernment operates the facilities at the principal seaports. As of December 
31, 1975, the Mexican mei·chant marine totaled · 1,184;905 tons, of which approximately 31 o/o 
represented oceangoing vessels, principally tankers operated by Pemex. 

Telefonos de ::\Iexico, S.A., of which the Government holds majority control, serves 96% 
of iill telephone subscribers in Mexico. At December 31, 1975 there were 2,844,871 telephones 
installed. 

There are 658 commercial radio transmitters and 78 television stations in the country, all 
owned by Mexican investors and op.erating under Government licenses. 

Tuurism 

Mexico's vacation at~ractions 11ave drawn tot.rists from abroad in increasing numbers, 
with the exception of 1975. Approximately 3,312,000 foreigners visited the interior of Mexico 
in 1975 as compared to 3,362,000 in 1974, 3,226,000 in 1973 and 2,915,000 in 1972. 

'l'he importance of tourist expenditui·es in the economy is indicated by the fact that gross 
receipts from tourism and border trade averaged 42.2% of total foreign exchange receipts on 
Cltrrent accounts in the years 1971 through 1973, and 34.9 % and 36.8 % in 1974 and 1975, re­
spectively. Due to the proximity of the United States, most of the visitors are from that 
country aud most of the receipts consitute dollar earnings. 

'fhe following table provides statistics relatin1; to tourism and border trade for re­
cent years. 

Period 

1070 t • t t It I• t t t t t ti•• t • 

1971 t I It t ' o t t Iott t tot to 

J,972 I I It t t It t t t t t t t t If t 

1!l73 t'" It I If f I It It t t t t t t 

1974 (2) t t t It ti I I t•t t t I It 

107li(2) I It t ft t t t Ill It I I 

TOURISM AND BOHDER TRAOE(l)' 

No.or Receipts 
Tourists 
Visitiug From From 
Interior Visit11 to Border 

(000) Interior 'J'rudc 

2,2E;'J 415.0 878.0 
2,fi,lO 461.0 066.9 
?,915 fi02.G 1,057.0 
d,226 724.2 1,207.7 
3,:162 8·12.0 1,372.9 
3,212 800.8 1,518.8 

Totnl 

Expenditures by 
Mcxicnns Outside Mexico 

Border 
Trade Touri~m 'l'otnl 

(111illions or dollnr11) 

1,203.0 585.0 169.7 75.s.7 
1,427.9 612.5 172.2 78·1.7 
l,Gl!>.G 640.3 220.it 860.7 
1,931.9 60fi.O 258.0 063.0 
2,214.0 81.0.2 3311.8 l,lfiil.O 
2,319.G 933.G 398.0 1,831.G 

Net 
n~ceipts 

from 
Tourism 

and 
Border 
Trnde 

680.2 
648.2 
740.9 
978.0 

1,0liO.O 
988.0 

(1) Bonier trnde incluc'f.cs expenditu res of touri sts crossing tltc border on 72-hout· pennits, pur­
chases and sales of merchnncliso on a small scnlc nnd salaries nnd warres of ind~viclunls 
employed on the opposite s ide of t.hc border from their pince of residence, but excludes 
export nnd impor t ti·ansactions in commercial quantities. 

(2) Preliminnry. 

The l\lcxican Go\'cl'llmcnt has stnrlccl implementation of an ovcmll plan for the geogrnphi­
cal diversification of toul'ism and tho <lcvclop111cnt of new areas which hnvc shown grcnt poten­
tial, such ns Cn 1ct'm in the Y11cn l:\J1 Peninsula mid lxtapn-Zihuatancjo located nol'thwcst of 
Acnpulco. See "l\fap of ~fcxico" . 
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In the first stage o~ the Cancun project 650 million pesos were invested, including the pro­
ceeds of a $21 million loan from the Inter-American Development Bank (IDB). The first stage 
has been completed and comprises services and infrastructure for a local population of ap­
proxim~tely 17 ,500 and for the operation of 5,000 hotel rooms, condominiums, and residen­
tial housing, as well 'IS an international airport. The estimated investment for the second stage 
of Cancun is 537.5 million pesos. The tourist project of Ixtapa-Zihuatanejo contemplates a 
600 mJllion pesos initial investment, partially funded by a $22 million loan from the Interna­
tional Bank for R~cunstruction and Development (World Bank). The two locations are being 
developed according to master plans which represent innovations in urban planning in Mexico. 
A principal objective will be to make it possible for the two developments to induce the growth 
of agricultural and othtr activities in the regions surrounding the new tourist areas, taking 
advantage of the demand genei:_ated by visitors and the growth of the local population. 

Education, Welfare and Housing 

In 1976,_ 34,396 million pesos, or 14.4 % of the Federal Government budget, will be ex­
pended for education and related cultural activities, as comparetl to 9.7% (or 1,945 million 
pesos) expended in 1960. In addition the1:e are substantial expenditures on education by state 
and local governments and decentralized Federal agencies. For example, in 1976 the dr.cen­
tralized agency in charge of Federal school construction has an authorized investment program 
of 3,550 million pesos. The percentage of illiteracy among individuals ten years of age and over 
decreased from 29.1% in 1960to17.3% as of June 30, 1975. 

'l'he Federal Government is carrying out a full program of educational reforms including 
the coordination and integration of educational planning at all levels anr ~ne elevation of the 
academic training of teachers. There were established in 1971 a. Nationht Council of Sciences 
and Tech1.ology to develop and strengthen basic research and technology at the professional 
1 .:aching level :md u College of Sciences and Humanities to bring up to date and develop teaclling 
on the university level. The Government had also initiated a program for regional vocatiohal 
schools offering courses in agricultural and industrial skills. 

Public welfare has historically constituted one of th!! major tasks of the Mexican Govern­
ment, which pr"w1des almost all the country's social security and welfnte services. The official 
agencies concemecl with matters of public hcah 1 1 and social security arc the Ministry of Health 
flnd Welfare, the Mexican Institute of Social Security, the State Employees Institute of Sociril 
See;urity und Services, the National Institute for Child Protection, nnd the Mc.xicnn Institute for 
Child Welfare. Other organizations ut ;end to specilic sectors, such as the armed forces. 

'l'he funds reC}uirc<l to run the Mexican Institute of Social Security and the State Employees 
Institute of Social Sccu dty ancl Services 'lre derived from regu lar contributious by workers nnd 
employers, in ndclit ion to contributions by ~! 1e Fccleml Government. Ins titutions respcmsible for 
public heulth nnd social security olher thn11 U\ese two orgnnizations ure assisted by transfers 
from the Federal 0overnment. 'J'he budgeted c.xpenditures nnd tn\Usfors for public health and 
social security for l!l76 werC! 21,fi74 million peso:;, 01· approximalely !:l. l % of lhe total budget 
of the Fcdcml Govcmment. 

The socinl security institutes currently provide medical cnrc and other social services for 
npproximnlcly one-fourth or the population. 'l'hc F ederal Covcrnmc11t is emphasizing the ex­
tension of services to outlyi11tr population centers , and is seeking- lo achieve more effec­
tive coordinution among the various ~\gcncics concerned with hc•\llh :rnd to organize a nation:i l 
system of her.Ith se rvices. 



The present administration has put into effect a' number of measures to combat pollution. 
Investments have been made in ~anitation works, drinking water systems, and other environ­
mental measures that benefit primarily the rural population. A Federal law for the control and 
prevention of pollution was enacted in March 1971, and implementing regulations have been 
issued to control pollution from smoke and dust. 

A number of specialized agencies and others have extended their social services to include 
the construction of low-priced dwallings for the particular sector under their protection. 
Recently the Government has given special attention to improving living conditions by means of 
low-cost housing construction and provision of different types of shelter and lodging for needy 
people. 

On May 1, 1972, the Institute of the National Housing Fund for Wage-Earners 
(Infonavit) was established. The fund managed by Infonavit is formed by contributions from 
all employers equivalent to 5% of the salaries of all persons employed by them. Out of this fund, 
lnfonavit is lending to wage-earners to enable them to acquire, in full, property and houses at 
very reasonable terms and interest rates. From its creation until December 31, 1975, Infon::ivit 
had spent approximately 7 ,725 million pesos for the construction of housing and fo,- ~redits 
granted to workers. 

In order to help solve the problems affecting the population in respect to size, structure, 
and dynamics, the General Population Law was enacted in December 1973. Family planning 
programs and educational services have been set up to help promote the orderly growth and 
development of the population In addition, a national population council has been established 
to supervise the demographic planning of Mexico. 

FOREIGN TRADE AND .BALANCE OF' PAYMENTS 

Foreign Trade 

Foreign trade plays nn important role in t he economy of Mexico. In the five years 1971 
through 1974, exports averaged 4.1 % of Mexico's gross domestic product, and imports, which 
consist primarily of capital good.: and raw materials, avemgecl 7.9 o/o . In 1974, exports were 
$2,850 million, au increase of 37.Go/o ove1· 1973. Imports in 1974 reached a record level of 
$6,057.0 million, an increase of 58.8% over the previous year, attributable to the insufficiency 
of intern:.! production of goods to meet increased domestic demand nnd to higher prices of im­
ports due to world inflation. 

During 1!>76, exports of goods inc1·ensecl by 0.3% and imports g1·cw by 8.G?c• over 197'1. 
'fhc two mosl important product groups influencing the incrct\Se in the dollar ntnount of im­
ports duri11g this recent period were agricultural product:;, food and cnpitul goo<.ls. 

In 1975 Mexico's ngl'iculturnl imports consisted primnrily of corn, whent nnd powdered 
milk (wheat was imported only during the first quarter). Although Mexico's ngriculturnl 
imporl pnttern histoi·ically hns been cyclical, recent increases have been unprecetlenlcd. In­
crcnsi11r,- domestic demu11d for ng·riculturnl products, coupled with lhe inability of domestic 
production to meet the demand for certain products, hus resulted in n significant incrense in 
imports. U11us11nlly aci\'erse wenthcr conditions nlso contributed lo this surge of imports. Despite 
these increnses in imports, 1\Iexico remains 1\ net exporter of agriculturnl products. 
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Among the various groups of export products, the most important has been manufactured 
goods, the export of which has increased at a compound annual rate of 21.9% during 1971-19i5. 
The share of manufactu~·ed goods in Mexico's exports has increased from 40.1 % in 1971 to 42.0% in 1975. 

To stimulate the export of rnar1ufactured goods, the Mexican Government has sponsored 
several programs, of which the following are particularly important: an e.Kport finance fund, 
an export credit insurance company, a fund for the establishment and expansion of firms produc­
ing for export, and a system of tax rebates for exporters. 

The fol1owing table sets forth the balance of trade for recent years. 

Year -
1970 •. • •. . .. • ..•.. . .• . .. . . . .... . • 
1971 . . •.. . .... . ......... . .. • ...• . 
1972 • •.. .. ...•...... • .••.•....... 
1973 • . •..• . . . ........• . .. . ... . .•• 
1974 .•......... . .. . ....•.... . .... . 
1975(2) • . ••.......... . .•.......... 

BALANCE 01" TRADE (1) 

E.cports 
(f.o.b.) (3) 

$1,281 .3 
1,363.4 
1,666.3 
2,070.5 
2,850.0 
2,858.6 

Imports 
(c.i.f.) 

(millions of dollnrs) 
$2,326.8 
2,254.0 
2,717.9 
3,813.4 
6,056.7 

Bnlnncc 
of 

t rnde 

$-1,045.5 
-890.6 

- 1,052.6 
-l,7•12.9 
-3,206.7 

Expor ts 
as a 

Percentage 
of Imports 

6,680.2 

65.1 % 
60.5 
61.3 
54.3 
47.1 
43.4 -3,721.6 

(1) Excluding amounts attributable to border trade and exports of silver, and excluding 
the operation of in-bond industries. 

(2) 

(3) 
Preliminary. 

Reference jg made to Note (2) to the table Exports nnd Imporls by Major Commodity 
Groups herein for information ns to certain adjustments made in determining the 
value of Mexico's exports. 
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The following table sets forth exports and imports by major commodity groups in recent 
years. 

EXPORTS AND !.MPORTS BY MAJOR COMMODITY GROUPS (1) 

EXPORTS (F.O.B.} (2) 

As a percentage 
of total exports 

1974 1975 1975 1970 19'1 I. 1972 1973 (3) (3)(4) 1071 (3) - -(millions of dollars) 
Agricu1turnl Product~ ........... $ 422.0 $ '. .!9.6 $ 609.7 $ 625.2 $ 616.7 $ 595.7 31.4% 20.8% - - - - -Cotton ...................... 123.7 120.1 1'17.9 166.0 181~9 178.7 8.8 6.1 Coffee ...................... 86 •. 81.1 85.8 157.0 154.2 189.2 5.9 6.4 Tomatoes ................... , ',/.7 90.0 99.1 127.1 9il.4 t03.7 6.6 S.G Melon, oranges and watermelon 16.6 16.9 ::.6.3 16.6 16.4 n.a. 1.2 

Com, wheat and beans . . .... • 2.4 19.1 31.3 7.4 0.2 0.5 lA 
Other ....... ......... ... ... 86.6 102A 129.3 161.1 169.6 133.G 7.6 4.7 

Livcs~ock, meat and poultry . . ·- .. 131.S 125.8 188.6 166.3 106.3 55.9 9.2 2.0 - - - - -Livestock ................... 79.2 74.7 116.7 91.2 66.i! 24.6 6.6 o.o Fresh meat ...............•.• 42.4 42"1 66.5 49.:) 24.8 10.6 3.1 0.4 Other .. .................... 9.7 8.7 15.4 26.2 26.1 20.7 O.G 0.7 
Fish .... .. ........ • ......... • . .. 67.8 76.2 88.1 112.1 127.9 120.3 5.6 4.2 -Shrimp o o to 0 Io o o O to too o o o tt o 62.9 69.1 78.3 100.6 116.5 120.3 6.1 4.2 Other • • • • ' ' f • • •••••• • •••••• 4.9 6.1 9.8 11.5 11.il n.a . 0.4 
?ifinernls ..... . ....... . ..•..• . .. . 216.2 187.9 201.9 207.2 499.2 737.3 13.8 25.8 --Zinc (ore and nic~I) .. ...... f\7.4 31.3 37.4 27.ll 129.2 87.0 2.3 3.0 Lend (metal) ............... :;:6.o 19.4 20.7 22.8 63.3 46.7 1.4 l.G 'Fluorite .. ...... ........... . 23.9 42.0 4 1.3 38.2 48.6 49.4 3.1 1.7 Sulphur ...... ...... ...... ... 16.4 Hi.8 10.9 18.0 42.G 4'1.il 1.2 1.0 Pclroleum nntl natural gas ... 38.4 31.3 21.1 21.0 81.-1 436.0 2.:1 16.2 Other .... .................. 6U ·18.1 70.Ci 79.G 134.2 75.8 3.6 2.7 
Mnnufnctured Goods ... .. . . ...... iliM.O 6H.9 677.0 9Ci9.7 l,il!l!l.!l 1,201.8 40.1 42.0 --Sui;at· nnd syrup ............ 97.6 102.6 113.0 122.7 192.1 162.2 7.G 6.7 Henequen yam and olhcr lex-

ti les . . . .. ................. 38.ll 60.8 77.7 167.7 267.9 141.l 3.7 4.9 lron nnd steel products . . ..... 37.1 Gl.2 72.7 43.0 83.2 38. l il .6 1.3 Procci;acd frull11 nnd ,·cge> l11lilc11 lM .;J 32.6 4!i.2 07.:1 82.2 Gl.6 2.4 1.8 'l'rn 11s11orta ti on rnnchincry and 
equipment ................ 36.G 6 1.'l 82.2 152.8 170.0 269.8 !l.8 9.6 Chc111icnls .................. 8~A 90.0 102..t 152.3 261.t 20"'2 6.C. 7.1 Hadios nnd 'f.V. set s ......... 3.3 6.4 7.6 G.O H.3 4.0 O.li 0.1 Pnpc!r pt·oducts . .. . .......... l!l.9 lG.l 22.8 31.0 32.3 23.0 1.2 0.8 Gln!l!I procluctH .............. 8.G 13.3 18.3 21.G 26.2 25.9 J.O o.o Other ...................... 86.6 120.7 135.l 19G.4 370.G 282.0 8.9 9.9 

Unclnnsifi r:d products ........ .... 147.G 6.2 
Totul Exports ... ..... ... s 1,281.3 $1,:IG:i.it Sl ,605.~I $2,070.(i $2,SliO.O $2,8G8.0 100.0% 100.0';( -- - - --



EXPORTS ANu IMPORTS BY MAJOR COMMODITY GROUPS (!)-Continued 
nrPORTS (C.I.F.) 

As il percentage 
or total irnportJ 

1974 1975 19i5 1970 1971 1972 1973 (3) (3) (4) 19il (3) - -(millions of dollnrs) Consumer Good.; ........................ $ 463.3$ 442.7 ; 608.2 851.0 1,314.1 719.3 19.6 10.9 
Food a.nc b2•erages ................ . 

115.-1 85.2 162.5 322.0 273.5 467.6 3.8 7.1 
Automobi!es nnd parts ....... . . .. .. . 

181.9 199.1 225.5 277.0 399.4 137.7 8.8 2.1 
Other cons-.:.:ner goods .............. . 

166.0 lli8.4 220.2 252.0 641.2 114.0 7.0 1.7 
Producer Goods .. . . . .................... 

1,863.5 1,811.3 2,109.7 2,962.4 4,742.6 5,174.5 80.4 78.7 -- ----. - - -
Raw and semi-finished materials ...... 

780.6 796.2 918.2 1,413.8 2,508.5 2,321.6 35.3 35.3 
Textile fibers . ... .... .. .. ........ 

18.7 12.7 9.5 11.2 12.5 10.2 0.6 0.2 
Chemicals nnd chemical products . 

142.5 171.3 212.3 259.0 492.2 697.1 7.6 10.5 
Fertilizers ..... ······· ... ······ 6.6 10.7 13.9 13.5 23.2 75.8 0.5 1.2 
Pulp and newsprint . . . . .. . ...... 

35.9 22.0 23.9 65.4 182.7 157.9 1.0 2.4 
Tron and steel products .. . , ..... . 

56.2 38.4 41.0 107.1 250.8 102.8 1.7 1.6 
:Petroleum products ····· ····· ... 44.1 71.3 100.6 246.7 368.2 291.1 3.2 4.4 
Other raw and semi-finished ma-tennis .. ...... .... ..... ...... 481.6 469.8 517.0 710.9 1,178.9 986.7 20.7 15.0 

Capital Goods ....................... 1,082.9 1 ,015.1 1,191.5 l,648.6 2,234.1 2,852.9 45.1 43.4 
Agricultural equipment ...... ' .. 29.9 23.7 26.1 26.1 58.5 N.A. 1.1 
Construction e<1uipment .. ....... 46.7 40.4 61,11 95.4 123.6 119.8 1.8 1.8 
IUsilroad muterials 

•• ••••• , • f ••• 51.8 12.8 18.3 19.2 51.G 217.8 0.6 3.S 
Electrical equipment ··· · · .. .... 68.7 61.0 74.0 100.7 98.6 361.7 2.3 5.5 
TrnnsportaUon and communications 

equipment . ................... 
184.3 143.9 165.6 217.8 361.3 508.2 6.4 7.7 

Other capital goods .............. 
711.5 7•J3.3 856.l 1,089.4 1,li40.5 1,645.4 32.9 25.1 

unclnsslOed products . .. ........ .... 

686.4 10.4 
Total Imports 

t t •ttet t ttt •t I I t ft $2,326.8 $2,261.0 $2,717.9 3,Rl3.4 6,056.7 6,580.2 100.0% 100.0% = (1) Exoluding amounts attributable lo border tmde nnd exports of silve1· and in-bond industries. 

(2) 1'he export vnlues Or lhe items in !hi• table nre based on prices declared in export invoice•, 
except that such vnlues for certain items arc adjusted to reflect the nverngc prices reported 
in Un;ted States import statistics nnd the e··"ort vnlue of cottcin is based on the quotations 
for Mexicnn cotton in the !,ive1·pool mai·kct, after deducting freight nnd other trnns11ortn­
!ion chn1·ge•. The effect of ouch ndjustmcnts was lo incrense the amount of totnl e>:ports in 
111 illi ona of d oil 111·s ns follows: $196. 7 ( 1970) ; $183.2 ( 1971) ; $243.5 ( 1972) ; $249.3 ( 1973) ; $181.8 (107'1) nnd ~1'13.3 (1975) . 

(3) Preliminary. 

(4) 'l'he dntn fo1· 1975 cmmot be compn1·cd lo 0U1e1· l'Cnrs for cc1·tni 11 items bccnuse of the new tnrifl's for imports mid CXJ>orts. 

Tho United Slntcs is Mexico'• most im11ort:int !rndinrr p111'lncr. Acco1·di1111 to p1·cJiminnry 
figures in 1975, lrndc with the United Stntc., excluding borde1· trnde 1111d cxporlq of gold nnd 
silver, nccountcd for 57.0% 111111 62.5 % uf totnl cx11orts nud im11orts, n•speclively. It is the 
Covornment'g policy to diversify Mexico's tradll outlets. 

According to figures publish•· by !he United Slates Depurtnieut of Commerce, in 197.J 
Mexico was the fou1·th mos t impo1·~111t customer of !he Uuilcd Stnles, ~•king nbout 4 .9 ~< of 
lite United States cxpo1·ls in lhnl ycm" Jn 197~, Mi'Xico was tho fifU1 most lmporl11nt su11plier 
to the Uni I Cd Stn tcs, supply ill rr nbou t a.a \0 0 r lJ II i lctl s In lcs Im ports. The lJ ll i led SI II tc. i m JIO rt 
statistics on which these c:tlculations n1·0 based largely <!xcludc bonier trade. 
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Balance of International Payments . 

As measured by increases in international monetary reserves, :Mexico has had overall bal­
ance of payments surpluses in every year since 1962 except 1965. This has resulted from capital 
inflows, principally a r esult of e:<ternal borrowings, offsetting annual deficits on cmTent account. 

During the past fiye years, imports and payments abroad for purchases of goods and 
services grew at an annual compound rate of 20.'l % , while the rate of increase in expo1·ts of goods 
mid services was 16.5 ~'c. The current account deficit increased, reaching $3,643.4 million in 
1975. According to preliminary data for 1975, exports of petroleum products and .of certain 
agriculturnl products registered substantial increases. However, due principally to the U.S. 
recession, thP. rate of growth in tourism and the exports of manufactured goods slowed down 
in relation to 197 4. During 1975, the rate of increase of imports of goods (8.6 % ) was smaller 
than in 197 4 ( 58.8 % ) . · 

These current account deficits have been financed by substantial increases in foreign bor­
rowings and by continued inflows of private capital for direct investment. The administration 
is giving high priority to strengthening the balance of payments cun·cnt account. As indicated 
elsewhere herein, major eff<?rts are being made to decrease import:> of agricultural commodities, 
and the adverse impact of petroleum products on the balance of trade has already been reversed. 
In addition, the Government is attaching priority to continued expansion of tourist facilities 
and a. variety of measures to increase the export of manufactured goods. These factors are 
expected to result in an improvement in the balance of ~rade. 

ThJ Government attaches great importance to its international credit standing and, if nec­
essary, intends to take whatever steps nre required to maintain its ability to borrow to finance 
its current uccount deficit. 
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The following table ~hows t he principal items of the balance of payments of Mexico in 
recent years. 

BALANCE OF PAYMENTS 

1970 1971 

I CURRENT Accou:-.-r 
(a) Credit.a 

1. Exports (i.o.b.) (2) . , .• . .•• . . •. . , , •..••. • ... • 
2. Production of Silver ........ . ....... . . .. .... , 
3. Tourism ••.....• . . . ... . .........•. .. •...••.. 
4. Passenger Fares .....•. . ... . ... .. . ..... • .... 
5. Border Tr ade ........... . .... , . ... . •........ 
6. In-bond Industries (3) .............. .... .. .. . . 
7. Other • . • .. •. • • . •.... • ....•. . ...•....... .. •.. 

Total Credits . . . , .... .. ...•... . ... . ....... •. 
(h) Debits 

1. Imports (c.i.f.) {'1) • • , ••• • •• •• •••• • •• • ••• • •• • • 
2. Tourism .•....•.... . . .. , .....•.............• 
3. Passenger Fares .. • , .. , •.••........ . ........ 
4. Border Trade ........... . .............. .. .. . 
5. Payments on Direct Foreign Investments ..... . 
6. Interest ...... . •••....•...... • •..... . , ... . . , 
7. Other( 5) ....•...•...... , . , , ....... , , , , .... . 

Totnl Debits .•. .. .... , .. ........... ...... . 
Deficit on Current Account • . • . . . . . . • . . . . . ..• 

ll 11\lF SPECIAL DRAw1:-.ro Rrc11Ts (Allocations) . . . . , , . 

Ill I.o~c-TF.RM CAPITAL ACCOUNT 

:t. Direct Foreign Investment ............. . .. ..• 
:?. Purchase of r'oreign Enterprises ............. . 
~. Net. Tranimctions in Securlties(6) ...•...... • •. 
4. Bnnk nnd Other Direct Lont.s to Oflicinl Entities 

nnd Private Sector Dorrowers(7) 
(a) Public Sector (Net) 

~ · ) New Louns ........................ . 
(Ii) Amortization . .. , .....•..•.......... 

Now Loans Net ..••.... . ........•........... 
(b) Privnto Sector (Net) ................... . 

'I'otnl New Lonns (Net) ............. .. , ..•.. . 
6. Net Changes in Direct novemment Exlemnl 

Debt(R) ..... . ........ . . . ...... . ... . .....• 
6. Mexican Credits gTnntcd . . ..•..... . . . ... ... , . 

Surplus on Long-Torm Cnpitnl Account .. . . , ... 
IV E1mo1ts ANo Or.r1sst0Ns, ANn S11011r-'f1mlll CAl'ITAr, 

A CCOUNT (NET) ........•••... , • .. , .• • . , .. , ... 

$1,281.3 
66.4 

415.0 
39.8 

878.9 
80.9 

171.3 

2,938.1 

2,826.8 
169.7 
63.9 

586.0 
857.5 
229.2 
156.9 

3,879.0 

-9'15.9 

45.4 

200.7 

-7.2 

799.0 
- 636.0 

263.1 
61.1 

82U 

- 2.3 
-11.5 

603.9 

•198.7 

$1,863.4 
46.9 

461.0 
47.3 

966.9 
101.9 
179.7 

3,167.1 

2,254.0 
172.2 

54.3 
612.5 
383.0 
236.8 
180.7 

3,893.5 

-726.4 

39.6 

l!Hi.l 

52.0 

742.2 
- '1lili.8 

280.4 
16·1.2 

'160.6 

-28.9 
-0.7 

669.1 

217.7 

1972 1973 1974(1) 19i5(1) 

(millions of dollars) 

$1,665.S 
51.1 

562.6 
59.5 

1,057.0 
164.7 
240.'1 

S,800.6 

2,717.9 
220.4 
65.7 

649.3 
'151.5 
261.8 
195.5 

$2,070.5 $2,850.0 
69.8 148.9 

72'1.2 842.0 
63.4 78.1 

1,207.7 1,372.9 
277.6 443.5 
415.2 607.1 

4,828.4 

3,813.4 
258.0 
72.6 

695.0 
528.4 
378.5 
257.9 

6,342.5 

6,056.7 
334.8 
96.8 

819.2 
633.7 
688.5 
370.9 

.$2,858.6 
140.1 
800.8 
88.7 

1,518.8 
445.9 
450.3 

6,303.3 

6,580.2 
398.0 
134..1 
933.6 
699.0 
778.8 
423.0 

4,562.1 6,003.8 8,900.6 9,946.7 --761.6 -1,175.4 -2,558.1 -3,6'13.4 

39.2 

189.8 
-10.0 

6.2 

864.2 
-604.6 

359.7 
186.3 

6'16.0 

87.8 
-16.3 

7fi3.!i 

233.!i 

286.9 
-22.2 
-10.3 

't,891.9 
_,45.3 

1,046.6 
324.l 

1,a10.1 

69.9 
- 18.9 

J ,676.1 

-378A 

362.2 
-2.1 

-59.8 

2,233.9 
-501.0 

1,672.9 
326.3 

1,999.2 

-170.9 
-39.6 

2,730.8 

-135.8 

3G2.3 
-25.8 
136.8 

3,157.1 
-688.1 

2,469.0 
483.3 

2,952.3 

460.0 
4.9 

3,890.5 

-82.0 V CHANGE II\ FOltE:ION EXCHANC•~ RESHR\'ES Of' 'l' llE 

DANI( Of' ?lh;x1co (Sum ot I , Jr, III and IV) $ 102.1 $ 200.0 $ 20'1.7 $ 122.3 $ 36.9 $ 165. L 

(1) Preliminary. 

(2) Excludes exports by in-bond industries. 

(3) Includes only the value added by domestic input. 

(4) Excludes imports by in-bond industries. 

(5) Includes net imports of gold. 

(6) PJ'incipi-l!ly bonds issued by public ngoncies. 
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(NOTES-continued) 

(7) Excludes direct borrowing bi the Federal Government and includes loans to all other 
public sector entities, except borrowings evidenced by securities which are recorded un­
der "Net Transactions in Securities". 

(8) Includes all direct Federal Government borrowings, whether or not evidenced by securities. 

FOREIGN EXCHANGE i -l.ND RESERVES 

Foreign Exchange Rates and Exchange Control 

The unit of Mexican currency·is the peso. In April 1954, Mexico, as a member of the Inter­
national Monetary Fund (IMF), established the value or the peso at 0.0110937 grams of fine 
gold, with a parity of 12.50 pesos to the U.S. dollar. Since such date, the rate for the U.S. dollar 
in Mexico has been allowed to fluctuate between 12.49 pesos and 12.51 pesos to the dollar (the 

· official buying and selling rates). Since 1940, the peso has bee:i devalued twice against the U.S. 
dollar, the first time on June 18, 1949, when the rate of exchange was changed from 4.85 to 
8.65 pesos to the U.S. dollar, and the second time on April 19, 1954, when such rate was cha.ng~d 
from 8.65 to 12.50 pesos to the U.S. dollar. 

Following the Smithsonian Agreement of December 1971 on central rates of exchange and 
the adoption on May 8, 1972 of a new gold parity of the U.S. dollar, the par value of the Mexican 
peso became 0.0654810 grams of fine gold. With the adoption of a new gold parity for the U.S. 
dollar on October 18, 1973, Mexico informed the IMF of its decision to maintain the rate of 
exchange of the peso to the dollar. Consequently, the value of the peso became 0.0589330 gt·ams 
of fine gold. 

Mexico maintains the free convertibility of its currency and does not impose restrictions on 
the movement of capital or oth~r international paymer.ts. Mexico permits a free internal market 
in gold, although the right to export gold is reserved exclusively to the Bank of Mexico, the 
central bank. The Governme11t has encouraged the inflow of external capital for development 
purposes within Mexico's capacity to service such obligations. Mexico has been a nation with 
Article VIII status under the Articles of Agreement of the IMF since November 12, l.946. 
Article VIII stipulates, among other things, that no member shall, without approval of the 
IMF, impose restrictio11s on the making of payments or transfers for current international 
trnnsactions. 

Gold and Foreign Exchange Reserves 

'l'he following table indicntes the gold and foreign exchange holdings of the Bnnk of Mexico 
at certain dates from December 31, 1970 lo December 31, 1975. 
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INTERNATIONAL RESERVES OF BANK OF .MEXICO 

IMF Special 
Foreign Drawing 

December t1 
Gold(l) (2) Exchange(3) Rights 

(millfons of dollars) 
1970 .......... ··· ··· ............ $311.S $394.1 $ 47.8 1971 .. .. .... ............... ····· 281.1 565.0 88.3 1972 

••••••••••••••••••••••••• • • t 293.7 756.0 138.7 1973 ......................... ... 313.9 909.6 154.2 1974 .......... ...... ······· ..... 272.8 986.7 157.9 1975 
•••• • •• • ••• •• ••• • •• ' •• ' t t ••• 272.6 1,214.2 100.9 

Total 
Gross 

Silnr Resenes 

;66.9 s 820.1 
85.6 1,020.0 
96.S 1,284.7 
29.3 1,407.0 
26.5 1,443.9 
21 .2 1,608.9 

(1) Includes gold portion of subscription to IMF. All gold valued at $35.00 per troy ounce 
in 1171, at $38.00 in 1972 and at $42.22 from 1973 to 1975. 

(2) Includes currency transactions made by IMF with Mexit:an pesos to support other 
member currencies. 

(3) Of this amount over 90% was United States dollars. 

Preliminary figures indicate that at December 31, 1975 foreign exchange assets of the 
banking system (other than the Bank of Mexico) were equivalent to 95,550.3 million pesos and 
that foreign exchange liabilities of these institutions nt such date were equivalent to 114,784.7 million pesos. 

On J ;urnary 1, 1970, the first allocation of Special Drawing Rights 01· SDHs (a liquid 
internatio~al reserve asset or d1·awing facility, which is allocated and maintained under the 
authority of the IMF and which is used as a means of ol>tai11i11g foreign exchm1ge) was made by 
the 1.Mft'. Mex ico has received 1211.2 million in allocntions of SDTis to date. Mexico hns granted 
37.9 million SDRs in exchange for 'other currencies which have bccri ·used by Mexico, reducing 
Mexico's total holdings to 86.3 million SD Rs as of December 31, 1975. 

l\fexico is one of the founding Il" Pmbers of the IMF. Mexico's pr('sent quota ns of December 
31, 1975 in the IMF is equal to 370 million SDRs, which has been fully subgcribecl: 92.5 million 
SDRs in gold and 277.5 million SDRs in pesos. Since 19'11, Mexico !ms mai11tained an e:<clumge 
stabilization agreemen t with the United States Treasury, which was increased on December 27, 
1973, from $100 million lo $200 million and at ,January 1, t97G to $300 millio11. 111 addition, the 
Bank of Mexico signed a swap ngl'eement on Augus t 29, 1975, with the United Slates Fe<lcrnl 
Reserve Board for $360 million which agreement was for twice t.he amount of n s imil:u· agrec­
mc11 t theretofore i11 effect <incl is simila l' to othcl's in force between the Fcdeml Hcser\'c anrl the 
central ba11ks of 13 other majo1· inclustl'ial nations and the Dank for lnternutional Settlemc11ts. 
The agreements with the U11it.ecl States Treasury Hile! Fedcml Resel've 11rovide cunency ex­
change facilities available for both countries. 

Tu nddition to the in ternatio11al reserves shown in the prct:cding table, 1\lcxico hns nclcli­
tional drnwing rig hts from the 11\I F (which :tl'c subjpct to various conditions on availability 
unde1· IMF rules ) representing 370 million SD Rs undc1· normal drawing- rig-ht fari lities, and the 
possibility of increasing such drawing facilities to approximately GJO.!J million SDHs under its 
extended fund facilities. Sine(! l !Jf:l51 the lMF has b('en u:-;i ng- l\fcxic1111 pesos in <>pt•rations to 
support lhC! c1.nenciC's of olhcr membc1· countries. Hy virtue of ag'l'ccmC!nts readied i11 Jn11ua1·y 
1976, Mexico's 11ormaJ drawing rig ht s of :no million SDHs will incre11sc ·J!i ~f ( 1 GU,ij milli0:1 
SDRs) in the nenr future. 

5.i 



Subscriptions to International Financial Institutions 

Mexico's contribution to the capital of the World Bank is 228,000,000 SDRs, all of which 
have been fully subscribed. 22.8 million SDRs had been paid in as of December 31·, 1975, and 
the balance of such subscription is callable only if required by the Bank to meet obligations of 
the Bank for funds borrowed or loans guaranteed by it, and is payable at the option of Mexico 
in gold, in United States dollars or in the currency required t o discharge the obligation for 
which the call is made. As of December 31, 1975, the World Bank had authoriz1•d loans to 
Mexico totalling $2,197.7 million of which $1,423.3 million had been disbursed and $1,121.8 
million remained outstanding. 

Mexico has paid in fuH its subscription of 8.74 million SDRs to the capital of the Inter-
. national Development Association and its subscription of $720,000 · to the capital of the 
International Finance Corporation (IFC), both of which are affiliates of the World Bank. As 
of December .11, 1975, the IF'C had granted credits and made investments in Mexico totaling 
$69.9 million, of which $33.3 million was outstanding on that date. 

Mexico's subscription to the Ordinary Capital of the· Inter-American Development Bank 
(IDB-) was, as of December 31, 1975, $456,359,647, one of the larg,,st subscriptions of the 
Bank's Latin-American members. Of such subscription, $79,980,557 ltas been paid in C?Jh, 
and the balance is callable if required to meet the Bank's obligatior:.;. As of December 31, 
1975, Mexico's contribution to the Bank's Fund for Special Operations wae $159,09,1,00f. As 
of the same date the IDB has authorized loans to Mexico totaling $1,201.3 million, of ' :hich 
$790.3 million had been disbursed and $643.5 million rP.mai11ecl outstanding. 

FOREIGN INVESTMENT IN i\IEXlCO 

It is the policy of the Federal Government that the economic development of l\Iexico should 
be financed primarily from intemally g·eneratecl ::ources, external financing being used only to 
complement internal capital. Foreign direct investment is welcomed when it does not displace 
Mexican capital. To thnt end, preference is g iven to foreign investors that establish new indus­
tries, associated with Mexicans, which introduce new technologies and produce articles for ex­
port or in substitution for imports. 

Investments by forc.igners and the earn ings thereon may be freely repntrinted. Under 
Mexican la.ws foreign investors do not receive any special benefits or exemptions beyond those 
available to domes I ic investors, mid cc1·tain constitutional, statutory and regulatory restrictions 
npply specifically to fot·cign et·s. These restrictions include prohibitions ns to ownership of real 
property in zones along the country's land borders and seacoasts; requirements as to Mexican 
ownership of enterprises engaged in banking, news dissemination, transportntion within 
Mexico, lnnu settlement, mid exploitation of forest nnd marine products; Lhe reservation of the 
petroleum nnd basic petrochemical industry exclusively to Pcmex, u public agency; r.nd the· 
establishment in most important aclivitics of various pcrcentngcs, rnn~dng from 51 ~o to 6G% 1 

of equ ity inlercsl which Mexican citizens m11st holcl clcpendi11g on the acl.iv ily. 

In 197~~ Mexico ennctc<l a "Law to Promolc l\foxican Investment a nd Regulate Foreign 
Investment," which created for the first Lime i11 Mexico a rcgistl'y of .foreign investment, nnd 
a commission to r0gulnte that inve:;lmc11t. The law ret}uires that fo reign individuals n1Hl co1·-
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porations with equity investments in Mexico, Mexican companies with ariy foreign ownership, 
trusts with foreign beneficiaries established under the new law, and securities representing 
capital owned by or pled~ed on behalf of foreigners and any transfers thereof, register with 
the National Registry of Foreign Investments. Affected companies which do not register may 
not pay dividends, and affected ·shareholders failing to register may not receive them. 

In 1975, r.ew direct foreign investment (including intra-comvany items) was $362.3 mil­
lion compared with $196.1 million in 1971. 

Under legislation enacted in 1972 and effective in 1973, concerning the transfer of tech­
nology to, and the use of foreign patents and trademarks by, business enterprises in Mexico, 
no contracts would normally.be approved which, among other things, provided for the transfer 
of technology already in Mexico, sought to impose controls over the management of the re­
cipient company or over its exports, charged a price deemed to be unfair, or required the 
recipient company to buy equipment or raw materials from a specified source. 

MONE'l'ARY SYSTEM AND BANIHNG 

Bank of Mexico and Monetary Policy 

The central bank and sole L mk of issue is the Bank of Mexico (Banco de Mexico, S.A.), 
which was chartered in 1925. Its functions nre established by its Organic Law enacted by the 
Federal Congress in 1941, which provides that 51 % of lhe Bank's outstanding shares of stock 
must be owned by the Federnl Government. At December 31, 19701 the Bank of Mexico hnd 
total assets of 152,000 million pesos. 

The Bank of Mexico is the Government's pdmary instrument fot· the execution of monetary 
policy and the regulation of currency nnd credit. The Bank is ·~rnthorized by Jaw to regulate 
directly interest rates pnynble on time deposits nnd minimum reserve percentages which bnnks 
nnd financieras (industrial development banks engaged in investment bunking and commcl'ciul 
finance operations, in many cases affiliated with commercial bunks) are required to mnintnin 
and to provide discount facilities for certain types o'f bank lo~ms. Through these mcnns, the 
Bank regulates loan operations and investments of banks and is instrnmcntnl ln chnnneling 
fimmcinl resources into ureas of the ::!conomy deemed to require particulnr cncourngcmcnt. 

Current monetary policy is designed: (1) lo reduce inflationary pressures; (2) to incrense 
bnnk resources; and (3) to reinforce ngriculturnl output through the extension of credit. In 
order to reach these goals, the Bank or Mexico is empowered lo i11cre11so lhc mle of reso1·vo ro­
quircmcuts by up to 100 % on certain deposit liabililics. In addition, specialized credit institutions 
have been authorized lo increase the rntc of interest they pay on cortain deposits, nnd now finan­
cial instruments have been created to attract savings. 'l'he monetary uulhorllics have nlso 
allowed northern border branches o[ credit institutions lo increase the mte or inlerest they pay 
on deposits of dollars aud hnve e11cou rugcd rediscounling fol' ce1't11i11 operations. 

In 11ccorda11ce with legal rcquiremcnt.s lho Hunk of Mexico, in order to s11ppo1·l the v1tluc of 
the peso, must maintain a monelnry rcsc1·vc equal lo at lcitsl 2fi '/n of total cu tTcncy in circulation 
nnd sight obligations of the Bank of Mexico, at least 80~o of i;uch r esel·vc to consist of gold 
or foreign exchange nnd the rcmuindor to ue s ilver. At December 3 l, l!l75, lhe rntio of the 
monetary reserves lo <·u1·rency in ci1·culalion and sight. obligations was 3:3.'lo/o, 1111cl £18.7 fr: of the 
reserve consis ted of gold, Specinl Drawing Rights nnd foreign cxchnngo. 
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Money Supply 

The following table sets forth tlie money supply at the dates i11dicated. 

December Sl 

1970 ... .. .......... . ..... • •... 
1971 . ... ..... ........ . .. ....•. 
1972 . . ....•.... . . .... . ......•. 
1978 .............. . ..•.....•.. 
1974 .. . .................... . . . 
1975(1) .. . .............. . .... . 

(1) Preliminary. 

Ilanking System 

MONEY SUPPLY 

(millions of pesos) 
Total 
Money 
Su1>11ly 

49,013 
53,060 
64,328 
79,875 
97,474 

118,190 

In Circulntion 

Notes Coin 

18,487 1,657 
19,795 2,029 
24,458 2,320 
31,729 2,447 
39,874 2,812 
48,842 3,451 

Checking 
Deposits 

28,869 
31,236 
87,550 
46,699 
54,788 
65,897 

Privette Financia.l l11stitntio11s. ln the private sector, the country's banking system at 
December 31, 1975, included 108 commercial banks with total assets of 89,778 million pesos; 
90 private 'financieras with total assets of 15'1,629 million pesos; 25 mortgage banks with total 
assets of 40,755 million pesos; and various specialized institutions (savings banks, capitaliza­
tion banks antl trnst companies) with total assets of 33,226 million pesos. 

In recent years there has been a substantial growth in the resources of the foregoing groups 
of institutions. Between December 31, 1965, and December 31, 1975, demand deposits incl'easecl 
from 18,115.G mill ion pesos lo 72,341 million pesos, and lhe number of depositors increased 
from 78G,35'1 to 1,3'16,931; savings deposits increased from 5,881.2 million pesos to 25,502.7 
million pesos and the numbet· of accounts increased from 5,068,722 to 15,()08,32'1; borrowings 
of tho linancierns, obtainccl pl'imnrily from lhc public through loans and sales of bonds and 
certificates, showed a sizeable increase, from 21,895.G million pesos to 149,539.7 million pesos; 
and morlstnge ba11k loans outstanding rose from 5,657.2 million pesos to 39,12'1.4 million pesos. 

Public Fina11cial his/.itutions. In nclcli tion 'lo the 13m1k of Mexico (and the privnte financial 
institutions described abcwe), lhcl'c a rc 22 national cl'edit institutions which have been created 
by lhc Federal Govel'l\mcnt lo nssisl or serve specific seclors of the Mexican economy. The total 
assets of ll\C'se in!:ltit11lio11s nmounlccl to 208, 189 million pesos ns of December 31, U>75. The 
majol'ily or their cnpilal is subscribed by the Feclel'nl Government 0 1· by public ngcncies (in­
cluding- other national crc:clil inslilulions), a11cl they opemte under the supervision of the Minis­
l l'Y or Ji'i nancc and Public Credit i11 accordance with specific stnlulcs. The most important 
of the 11ation11I credit i 11slitu tio11s is N acio1111 I Vi nnnciern. Other mnj or national credit institu­
tions arc the Natio11nl Hauk of .ruhlic Worlc:; and Scl'viccs, the Nalional Foreign Trade Bm1k 
and lhe National ll:111k for Rural Crcdil. 

The following lnble ucls (oi·th Ll•c peso equivalent of the outstan1ling· obligations, nt the 
respective dales indicated, of Nncio1111i fi'inan cicrn nnd the Nalio11nl B11 11k of Public Works and 
Sel'v iccs payable abroad or i11 external ('ll tTc11cics. 

1Jccc111l1er :11, 
1970 l!l'/1 IU72 1973 t!IH 107G 

Exll•rnnl llornls 
(111llllon11of1w11011){l) 

l ,IGfi l,4!12 1,904 1,Ro:1 1,GO!l 1,787 
Extcmnl Crcclit11<'2'>' · : : : : : : : : : : : 20,IOG 22,0:M 25,238 sa,G5t 47,3!!6 G<l,895 
Gu.1rn11l1°<'!1 or E11donw11w11t:: .. .. !l ,Rr.!I I0,17•1 J0,2aG 10,!l l '/ 1G,22!l 18, l4d 

' l'olnl -
••• ' •• ' •• t ••••• '. 3 1,r.:11 :1:1,7110 a1,:11s •IG,371 GG,2:14 8'1,82G 

-- -- ----
(l) I 11tl11cles olJligatio11s relom eel lo the Fedcl'lll Government. 
(2) J\1111tu11t s shnwn incl ude ol li~alions with 1111 orirrinnl maturity of lesi> than one year which 

ar11011nled to 1,.J 10 mi llion 1 csos a l December ~t, 1 !)711, and G,880 million pegos al December 
:H, I !'l75. 

Fo1· nclditionnl infol'mation on Nncional F inn1H:icra, sec lhc forepart of this Prospectus. 
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The following fable sets forth certain information an to the financing provided by the bank­
ing system as of the dates indicated, together with the classification of loans and im·estmenrs. 

BANKING Sl'STE.M-LOANS AND lNVESTMENTS OUTSTANDING 

Agriculturl!, mining, forestry 
and fi shing •....•..•.. • • . .. 

Energy .•....•.•.... .. . . ..•. 
Industry ..•.•.... • .•.... . ... 
Services nnd other Activities ..• 
Commerce • • .... . ... • .... . ..• . 
Government (Federal, Local and 

Municipal) . .. ...... . ... . .. 

Total ...•.... •.• ....• .. 

(1) Preliminary. 

Securities Markets 

1970 

18,819.4 
9,913.5 

44,944.9 
22,994.7 
20,340.5 

13,087.2 

130,100.2 
=-..:--= 

1971 

22,619.2 
13,791.8 
51,828.1 
25,623.3 
25,300.9 

14,822.6 

153,985.9 

lJecember 31, 

1972 1973 1974 

(millions of pesos) 

24,904.5 28,146.3 
17,862.0 17,760.2 
56,859.3 60,870.4 
26,932.7 32,043.4 
27,420.4 27,859.9 

36,696.7 
16,426.1 
76,651.3 
37,166.7 
35,767.2 

19,485.2 25,815.8 29,460.8 

173,464.1 192,496.0 222,168.8 

1975(1) 

50,557.6 
16,028.4 
98,794.1 
47,333.5 
4.2,053.8 

35,75:1.G 

290,527.<J 

The greater·part of securities operaiions-'..mainly in fixed income securit!es-is conducted 
through the banking system. Securities transactions on the stock exchanges (in Mexico City, 
Monterrey and Guadalajara) have been of rclativelymi1101· importance. 

Some types of private 'innncial i11Lc1mecliaries as m ·Jl as some of the national credit institu­
tions issue fixed-income Sl'Cllritics and place them directly with individuals and institutional 
investors. The Federal Go\·'?rnment issues securities to meet financing requirements for its 
economic ancl socinl infrnstrncture projects, which are ncquirc<l IJy private credit insti tutions to 
comply with legal reserve i·cquirement regulations or by the Ba11k of Mexico with funds 
d C!positcd wi th it to meet cash reserve reqtu .-rments. 

As of December 31, 1975, Lh c amount om c;tn11ding of fixed-income securities wns 320,900 
million pesos. Of Lhis amount, G4.5% were go.ternment issues, 31.'J % were privnlc banking 
issues, 11.1 % were public hanking issues, and 3.0 % were issues of private non-finuncial 
intenneclin ries. 

'l'hc Mexica11 Congress enacted 0 11 December 29, 19711 a law with the objective of re­
vitalizing the securities mu.rkcls. The mnin foul111·cs of this law seek to de·,relop sources of equity 
and clebt for 11cw companies and an improved market for the securities of existing companies. 

PUBLIC FINANCE 

Prior to 1065, the rov,i.rn c~ and expe11clilttt·es of the public ngr.ncies of the Ji'cdcrnl Govern­
ment wore nccountcd for outside the Federal buclgct ancl not 1·cnectcd tl1crci11, except to the 
extent that the Government grnntcd suusiclie:; or capital co11Ll'ilrnlio11 s to, or received income 
from, such ngencics. Under lhe Ji'ecleral Hcve11ue Laws since 1%5, the budgets of most of the 
lnrgcr public ugcncics-priucipally Pcmcx, the Fcclcml Electricity Cormnissicm, socinl security 
and other socinl welfare i11stilutio11s, National Railways of Mexico, Fcch•ml Toll Honds nnd 
Bridr,cs, and Aeromcxico (a Govcn1men t-ownefl ail'I inc company ) - n re incl11clcd HS pa rt of 
the lmd~ct of the Fcdernl Government. 

'l'ho rombi11ed uutlget fo1· l!J7(i of Lite F'cdcml GovcrnmenL Hll<j i11cl11dcd public agencies 
nulhorizes cxpendilt11·cs of '1:~fl,G1Ja rnilliou pesos. Of thi~ amount, tltc .Feclcnil Government 
nccounts fol' 2:.>8,Q.J3 mill ion pesos n11d t:hc puhlic H~<mcics for 201,GOO rnillion pesos. 
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Federal Government Revenues and Expenditures 
• The Federal Government's fiscal year is the calendar year. The expenditm·e ·budget <>f the 

Federal Government is prepared by the Ministry of Finance and Public Credit and prior to 
December 15 is presented by the President to the Chamber of Deputies for its approval. 

The revenue bill, which is also presented by the President to the Chamber of Deputies, s~ts 
forth the revenues which the Federal Government estimates it will receive during the following 
year. Such bill, which must be enacted by both houses l)f Congress before December 31, becomes 
the annual Revenue La\•.r, providing the necessary authority for collecting taxes and contracting 
loans; howE:ver, specific borrowings may also be authorized under special laws adopted by 
Congress. 

The 'following table presents a summary of the revenues and expenditures of the Fede1'tll 
Government (excluding public agencies) for the year indicated. 

SUMMARY OF RE1t'°ENUES AND EXPENDITURES OF THE FEDER.AL GOVERNMENT (1) 

(excluding public ag1mcies) 

Current Revenues(2) ... • .. .......... 
Current Expenditures: 

Direct Administrative Expense •... 
Public Debt Interest and Expense • 
'l'r..,'lsfcr P.nyments (consumer sub-

sidies, social security payments, 
etc.) ..•. . ...•.......•......•. 

Other Current Expenditures ..•... 

1971 

43,735 

li:l,151 
•1 ,884 

18,691 
291 

Tolul Current Expenditures . . . 33,017 

Surplus on Current Account . . . . . . . . . . 10,718 

Cnpitul Revenues (excluding proceeds 
of loans) . . . . . . . . . . . . . . . . . • . . . . . . . 786 

Capital Expenditures . . . . . . . . . . . . . . . . l'i',670 

Deficit on Capital Account. . . . . . . . . . . . . ( lG,884) 

Budgclury Surplus (Deficit) . . . . . . . . • . (6,lliG) 
Adjuslment lo cush bnsis: 

Add: Hems in previous year budget 
payable in current ye11r . .. . . .. . 

Subtruct: Hems in cu rrent yenr 
budget pnyable in following 
year . . ........ , ... . ...... . . 

Deficit. lo finance . . . . . • . . . . . . . . . . . . . • (6,160) 
Gross borrowing: 

lnlemul ..•..•.•• . ............• , 8,538 
Ext.en1ul ..• • .. • . •....•. , . , . . • • . • 1,787 

'I'otnl .................•....• 
Amorlization of debt: 

lnlcrnnl .. , . • •. . .. • ........•.••. 
Extonml , ..... . ........ , ..•••... 

•rotnl ..... •... .. . .• •..••••.. 
Net horrowing(5) .......... •. ..•.•.. 

10,321i 

3,fi:l(i 
1;563 

6,0!)9 
li,226 

Surplus or (Deficit) including net bor-
rowinl{ ...• , . . . . . . . . . . . . . . . . . . . . . . (!MO) 

1972 1973 1974 

(millions of pesos) 

53,580 

18,000 
5,S!>O 

67,591 93,179 

23,313 29,670 
6,611 10,980 

18,9!)3 
168 

26,172 39,690 
261 3•10 

42,551 50,360 

11,029 11,231 

673 1,605 
28,962 39,962 

(~8,289) (88,367) 

(17,260) (27,121l) 

( 17,200) (27,120) 

l!l,381 28,808 
2,95:1 4,874 

22,334 

4,0fi!) 
11059 

5,718 
lll,616 

(6t14) 

33,082 

4,848 
1,571 

5,019 
27,763 

637 

80,080 

12,499 

898 
47,91 0 

( 47,012) 

(34,513) 

(34,513) 

38,224 
8,781 

47,005 

6,693 
11612 

7,205 
39,300 

6,287 

1975 
Budget 

131,028 

41,281 
13,690 

42,180 
6,385 

rna,536 

27,492 

900 
61,828 

(60,928) 

(33,43G) 

9,656 

1976 
Budget 

153,911 

54,867 
20,159 

53,179 
4,822 

133,027 

20,884 

900 
80,145 

(79,245 ) 

( 68,361 ' 

(13,000)(3) (16,00G) 
(29,992) ( 66,361 ) 

(4) (4 ) 
---
41,181 

9,682 
j ,506 

11,188 
29,99:! 

1 

67,2:12 

9,231 
1,6.l( 

10,871 
56,361 

(1) The accounts of the Federal Government nrc on n cnsh basis. The figures for the years 
Hl71 through Hl7..t reflect the cash accounting for those ycnrs. The lmdgets for 1975 and 
l!l7G arc ncljus ted ton cnsh basis as indicated in the tal>lr.. 

Footnotes continuecl on I ollowinu page 
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Footnotes continued from p1·eceding page 

(2) Including ta.xes, distributed or distributable in part to the state governments as capitP.l 
expenditure, as follows: 1,601 million pesos (1971); 1,776 million pesos (1972); 7,196 
million pesos (1973); 10,934 million pesos (1974); 15;733 million pesos (1975); and 18,673 
million pesos (1976). 

(3) Items do not agree because they were estimated at different times. 
(4) Details not shown in the annual Revenue Law. 
(5) Net borrowing in any year does not correspond to the increase in direct Federal Govern­

ment debt in such year as indicated under Public Debt herein since it does not reflect, 
among others, transactions such as the assumption by the Government of debts previously 
incurred by public agencies and adjustments for changes in exchange rates. .. . 
The following tables present the revenues and expenditures of the Federal Government 

(excluding public agencies) for the year indi~~ted. 

REVENUES OF THE FEDERAL GOVERNMENT (1) 

Current Revenues: 
Taxes on Income 

Business Income . . .••.•..•. ••. . 
Personal Income: 

Wnges, Salaries nnd Profes· 
sionnl Income . ...... ... ... . 

Investment Income"' ..... .. . •.. 
Accumulated Income ...... • •.. 
Oth~r .. •.• .. . ••••..•..•..••. 

Other 1'axl!s .• ..•. . ..•••...••.••• 
Excise 'l'nxes ..... .. ..... . .. . 
Commercinl Receipts Tnx •...• 

. ln1port Duties •...........• . .. 
Export Duties ..........• • .• 
Slamp Tax . . .. . • •. . ... .. .•.. 
Other .... . .•••. , .....•. , •.•• 

Other Current Revenues .. . ... . . . 
Total Current Revenues (2) 

Cnpitul Revenues: 
Capital Revenues (excluding pro· 

cceds of lonns) . . . . ..•.. . .....• 
Proceeds of Loans ...... . ..•.••.. 

'J.'olul Cnpitul Revenues ... 
TO'l'AL REVENUES(4). 

(excluding public agencies) 

"70 

15,•178 

8,568 

4,808 
1,242 

248 
G12 

21,1'1G 

1971 

16,858 

8,556 

5,G17 
1,653 

3Gl 
G71 

23,066 

9,65:> 

1972 

21,010 

10,564 

6,G95 
2,499 

611 
741 

27,347 

12,474 

1973 197·i 

(millions of pesos) 

2G,093 36,409 

13,•169 20,409 

8,13'1 11,338 
2,931 2,G48 

705 930 
854 1,084 

36,464 51,929 

12,887 20,11 -7,746 
4,3GO 
6,3!>2 

4,874 5,461 . 12,769 18,100 
8,G92 

994 
584 

1,070 
3,896 

40,520 

5,814 
9G9 
501 

1,163 
3,811 

·~3,735 

786 
10,32fi 

11,111 

54,846 

6,508 
964 
G58 

"1,282 
5,223 

53,580 

G73 
22,33•1 

23,007 

76,587 

6,255 
1,256 1,GG2 

805 1,025 
1,492 2,340 
6,034 4,841 

G7,5!H 93,179 

1,005 898 
33,682 47,005 

35,287 47,903 

102,878 1'11,082 

1975 
Iludgel 

46,200 

(3) 

78,5~ 

34, l /5 
24,.50 
11,726 
4,400 
1,450 
21327 
6,300 

131,028 

900 
41,181 

42,081 

178,109 

1976 
Budcet 

55,970 

(3) 

90,862 

38,565 
28,511 
14,575 

4,375 
1,887 
2,9'19 
7,079 

153,911 

900 
67,232 

68,132 

222,043 

(1) The figm·es from 1971 to 1974 correspond to amounts actunlly received us they appeal' in the Public 
Account, whe1·cas figures for 1975 and 197G are those of the budget. Si11cc 1972, t he budget has in­
cluded revenues from bonowing. 

(2) Includes the following amount ... distributable to Slate governments: 1,GOl million pesos (1971) ; 
1,776 million pesos (ln72) ; 7,1!>6 million 11esos (Hl73); 10,934 million pesos (l 974); 15,733 million 
pesos (197G); ancl 18,673 million pesos (H>7G). 

(3) Details not shown in the annual Rcvc1111e Law. 
( 11) Tttx revenues of t hu Federal Govcrnmeut pledged to secure certain issues of internal public debt 

aggregated 4,512,943,000 pesos in l 9711. Revenues dcrivccl from the 100; lax on railway gross re­
ceipts, fl major portion of which secures the issues of external debt covered uy the clebt sclt\emcnt 
Agreement of 19·16, amo11nted to 383,309,0113 pesos i11 197'1. Ju adclilio11, cc1·tain issues of in ternal 
public debt were secured by the Governmc11t's clivicle11cls on ils holdiugs of Bunk of Mexico Seri es 
"A" stock, which dividends amounle;d to 15!1,'10G,990 pesos in 197'1 nncl arc included in Olhe1· Current 
Revenues shown above. 
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EXPENDITURES OF 'l'HE FEDERAL GOVERNMENT (1) 

(excluding public ngencies) 

Communications and TransportRtion . . .•• •••. 
Railroads ..... . ... . .•........ • ..••. • .• • 
Roads •••..•.. • .. .. • . .. . •. • ....•• . .• .• . 
Telegraph and Postal Sen-ices ...•... . •.• 
lt-Iaritime 'Yorks •...• .. . . ..... .. • . ...•.• 
Airports ..••..•.•..••• . . . .• . .. ... ...•••• . 
Other • • . • . • • .. . ....• • ....• . . •.. •. . • . . • 

Development and Conservation of l:'latural 
Resources ..•..•. .' . ....••..•... • ...•.. . •• • 

Irrigation •. . ........•. .• . .. . ••. . .. .••. . 
Other .......••....... . .. •. . .. . . . . •.... 

Promotion, Development and Regulation of 
Agriculture, Commerce aml Industry . ..... . 

Education and Culture .• • .. : ..•. . •. . ... .. . . • 
Pre-Primary and Primary Schools ..•..•. 
Secontlary and Vocational Schools ..... . •. 
Universities, Technical Schools and 

Professional Schools . . . .... • .......•.. 
School Construction and Maintenance .... 
Other ...•••..•....•... . .... .. .. . . .. . .. 

llospitnl Services and Public Assistance .. . ... . 
Health, Medical and Hospital Services ... . 
Hospilnl Construction ...... . ........... . 
Other ..... . . .. ..... : ................. . 

Social Sec11rity .. .. .•... • . • ...........•..... 
Government Contribution fol' Social 

Secur ity .....• • ..... . . . .............. 
Other . . . .. . . . .. . .. . .. . ... .. . . .... . .. . . 

National Defense . • . ....•..... .. . • . ... . •..• . 
Militnl'y Pay ... . ........... . ..... . .... . 
Pul'chnso or Equipment ..............• . . 
Othor .... . .......•............. . .. • ... 

Gcncrnl Adininistrntion ..............•..•..• 

Puulic Debt lntcrc:it and Expenses ........ . .. . 

Unclussificcl ... . . . ........... . .. . ... , ...... . 

'l'otal Expenditures (excluding retirement of 

1970 

6,319 

2,185 
2,054 

81i6 
317 
197 
710 

5,199 

2,616 
2,684 

10,454 

7,373 
3,374 
1,335 

1,206 
759 
699 

l,90G 
·880 
197 
829 

2,467 

93G 
1,531 

2,li57 

1,37'1 
102 

1,081 

7,l!JG 

4,4!J8 

3 

publ ic debt.) . . . . . . . . • . . . . . . . . . . . . . . . . . . . 47,971 

1971 

6,868 

2,427 
2,318 

983 
295 
152 
693 

5,508 

2,762 
2,75G 

10,0\5 

8,853 

3,664 
1,529 

l,4!J5 
1,478 

687 

2,008 
1,033 

2'13 
732 

2,687 

1,169 
l,li28 

2,G9G 
l ,49G 

120 
1,081 

7,Q70 

4,8811 

98 

Ci0,G87 

Het.iremenl of Public Debt . . . . . . . . . . . . . . . • . . . ti ,685 5,09!J 

F.slimnletl Expenditures to be p:iid in Following 
Year ... . ....••.....•........•..•....•• 

1972 1973 1974 

(millions of pesos) 
9,183 12,087 13,222 

2,593 2,849 S,670 
4,024 5,791 5,562 
1,206 1,268 1,466 

523 692 824 
212 193 174 
625 1,294 1,526 

14,261 

3,752 
10,509 

12,535 

11,148 

4,305 
1,645 

2,050 
1,973 
1,175 

3,409 

1,743 
563 

1,103 

3,698 

1,:383 
2,3Ui 

3,:m7 
1,711'1 

209 
l,30il 

55 

7l,513 

15,585 

5,814 
9,771 

18,829 

14,350 

6,166 
1,975 

2,828 
2,697 
1,684 

4,334 

2,15G 
89~ 

1,286 

5,507 

1,61! 
3,996 

4,080 

l,97Ci 
300 

1,805 

Jil,!l2il 

6,613 

24,616 

6,911 
17,705 

19,692 

6,687 
2,587 

4,563 
3,170 
2,585 

4,771 

2,085 
1,073 
1,613 

7,632 

2,223 
5,409 

5,377 

2,709 
379 

2,289 

20,0·19 

10,980 

4 

96,322 128,S!JO 

6.718 Ci,!ll!J 7,205 

1975 
Bud gel 

16,098 

4,022 
5,785 
1,804 
1,628 

215 
2,644 

30,008 

9,438 
20,570 

24,886 

27,437 

9,128 
2,939 

5,135 
4,565 
5,670 

6,616 

3,062 
1,232 
2,322 

10,697 

3,1.71 
7,626 

6,225 

3,6'77 
176 

2,372 

29,701_ 

13,690 

165,36·1 

1976 
Budget 

18,759 

5,658 
4,253 
2,23!.' 
1,492 

510 
4,607 

34,376 

ll,526 
22,850 

35,616 

34,396 

11,698 
5,271 

10,248 
6,073 
2,106 

8,483 

4,405 
910 

S,168 

13,091 

2,988 
10,103 

8,579 
6,1174 

2GG 
2,839 

39,713 

20,159 

218,172 

20,7'1'1 (2) 2•1,87 J (2) 

TOTAL EXPENDlTUitES . . . . . . . . . . . . . . . . . fi2,G5fi 5ri.78(i 77.2'.~ 102,24 1 13G,795 186,108 

(l) The figures from Hlil lo 197 1 corrrsr1ond lu 1111101111l!\ uct.unlly Sll l' lll 11s they nppcnr in the Public Account, wherc:is 
~gurei; for J 97fi nnd I !JiG an· thosn of the budgcl. ~incl' l!l?:.!, tl1e hulli;-cl has included outlays financed by borrow· 
ing: •. 

(2) ,\ 1io1·t ion of the nmoum st:itcd rcrn·cscnts dcl1l incu rrcc.1 in the prior year, which whe11 s11cnt during the curre:-:: 
year, will be 1qJp1>1-iion.:<l :imong uppro11rinlrd expcnditun: call'gorics. 
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Receipts and expenditu1:es of the public agencies for the years 11.dicated are summarized 
b~ow: · 

RECEIPTS AND EXPENDITURES OF PUBLIC AGENCIES (1) 

1975 1976 1970 1971 1972 1973 1974 Budget Budget 
Receipts: 

(millions of pesos) Total Current Revenues including 
Social Security Tax . ... . ... . . . . 44,458 48,402 56,603 74,172 107,382 128,244 167,765 Gross Proceeds of Loans . . . • ... .• • 12,514 17,273 15,218 28,662 83,107 3:t.,306 33,886 TOTAL RECEIPTS . . ........ 56,972 65,675 71,821 102,734 140,489 160,550 201,600 = Expenditures by agency: 

37,765 49,605 
Pemex • •• e •••••••• • I • • I I • • I I I I I. 20,031 23,108 22,260 2a,oc,1 37,560 Electric Power Companies(2) ..... 11,757 13,977 16,495 21,674 27,121 31,204 82,483 Railway Companies ..... ......... 4,421 5,072 6,034 5,989 7,278 11,659 18,237 Social Security Agencies ......•.•• 11,808 ~3,921 15,790 18,910 29,191 31,270 39,942 Other Social Welfare Agencies . . .. 2,870 8,042 4,711 4,117 4,612 4,637 6,!!88 Conasupo .. .......... ........... 8,744 4,350 4,661 7,143 12,360 lG,343 22,655 Federal Toll Ronds and Bridges .• . 694 483 .728 1,102 1,093 1,225 1,329 Aerome..'cico .....•... . ..... .. .•..• 1,060 1,401 1,634 1,806 2,447 2,656 S,129 Airports nnd Auxiliary Servic ~s . .• 196 190 828 821 619 665 827 P.ro!ormex ....... ......... ... ... 1 l 2 6 48 226 105 Mexican Coffee Institute(3) . . . . ... 

1,099 1,898 2,174 4,012 Vicente Guerrero Forestry(8) .... 24 118 121 166 Guanos nnd Fertilizers of Mexlco(S) 
8,852 4,643 G,310 8,029 National Construction o! Rnilwny 

Coaches(S) ... ··· ··· · ..... ··· ·· 933 1,510 2,426 3,683 Nntic:>nnl Steel(3) . ... .... ....... . 
391 611 76ii 1,198 Nntlonnl Diesel (3) .......... ..... 

2,865 3,891 4,685 7,677 Steel Mill Lnznro Cardenns--Lus 
1'ruchns(3) ..... ...... .. ...... 

882 1,108 2,007 2,368 .Mexican Fishing Products{S) ..... 
8,111 il,526 4,463 5,442 Mexlcan Institute for Foreign Trade 

(IMCE)(4) ···· ···.' ...... ... . 
TOTAL EXPENDITURES .. •. 260 490 

li6,li82 65,5•. I 71,538 101,702 140,689 lli0,li60 201,600 = = = - -
(1) 

'I'he figures from 1971 to 1974 correspond to amounts actually spent ns they appear in the 
Public Account; the figures for 1976 and 197G are those of t he budget. 

(2) Includes Federal Electricity Commission. 

(3) 
The expenditures of these ngencies only came under the control of the budget in 1978. 

(4) The cxr endit ures of this agency only came under the control of tho l>udgct in UJ7.~. 

Of the I otul budgeted expenditul'es of public ngencics amounting to 201,GOO million pesos 
for 1976, l~ 7,364 million pesos represent c urrent expo11ditl11·cs, 3!'>,'1 t:3 million J'esos represent 
cnpitnl expe nditures, n11d 21,823 million pesos represent amortization of debt. 

The share of borrowed resources in the financing of cnpitnl outlays, which trnditionally has 
been low for all omcinl ngencies, has recently been srrowing for cel'tain of them, including Pcmex 
and the F ecleml Electricity Commission. This r eflects the inability of current a ccount surpluso:s 
to keep pace with growth requ i1·ements thnt existccl unLil prices and taritTs of both agencies 
were increased during 19711. 
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Taxation 

The Federal tax structure establishes the following principal categories of taxes: a gradu­
ated income tax at progressive rates, 'taxes on the exploitation of natural resources and their 
derivatives, taxes on manufacturing and commerce, a tax on commercial receipts, a stamp tax, 
and import and export duties. 

Income taxes have generated an increasing portion of the total Federal tax. revenues in 
recent years, rising from .36.5% of Federal tax revenues in 1960 to 41.2% in 1974. A Federal 
Register of Taxpayers was established in 1962. Partly as a re.c;ult, the number of income tax­
payers i·egistered throughout the country rose from 5,399,622 at the end of 1964 to 12,757,000 
in October 1974. As a result of income tax iegislation. enacted ~mrly in 1965, the former sched­
ular system of Federal income taxation, in which income from different sources was taxed at 
different rates, has been simplified. Income tax for business enterprises, after certain deductions 
and allowances, is applied at effective rates that increase from 0% on the first 2,000 pesos of 
taxable income to 42% of total taxable income when thdt income exceeds 500,000 pesos. 

Several tax reforms have been enacted since 1971, aimed thiefiy at (a) increasing the Gov­
ernment's share in national income so as to enable it to financt.. a larger proportion of public 
investment out of tax resources, (b) promoting exports and achiev;ng a better regional pattern 
of industrial growth, and ( c) improving the efliciency of tax collections. The increase in the 
Government's share of national income is to be derived from highe1· and more progressive tax 
rates on household incomes, higher e~cise rates on non-essential consumables and certain 
changes in corporate taxation. The tax measures to improve the i·egionnl pattern of industrial­
ization include tax incentives and the supplying of subsidized resom ces, while the promotion of 
exports is being fostel'ed mainly by me:rns of import libernlizution, tech nical assistance and 
credit availabilities. Improvements in tax adminis tt·ntion nre aimed 'Joth nt reducing tax evasion 
and economizing on collection costs. 

'l'hcse tax modifications :ntroducccl belween I !>71 nncl 1D7~ hnvc resulted in an increase in 
the Gove.:11Mnt's rcvc11tH!S, m; u pel'ccnlage of Cross ))omcstic P roduct, from 9.7'/'o to 11.5o/o. 
It is Cl:llimatcd that this percentage will rise to 18.5% in H>75. 

PUBLIC DEB1' 

The totnl direct debt of lhe Fcdcl'al Government as of Dcc1::111b t•r 31, 197li represented 
npproximatcly lfl.5% of Mexico's estimated 197G G1·oss Domc~tic Prod'lct as comparccl to 
15A % in 1970. Tho following tnblc sols forth the Fcdcl'l\l Government's ~ircct i11lernal a11d 
external debt (nil of which is funded) as or the dates inclicntcd. 

DinECT DBU'f OF FEDEltAL GOVERNMEN'l' 

J>cccmbor .'/I 

JD70 
1!)71 
1072 
107:1 
10711 

(millionH o( (Wt1011) 

J!17fi(!I) ................ t • •••• ' • I ••••• t •• f ••••••• • ••• 

lutcrnnl Bxt : rnnl( I )(2) 'l'olnl 

(i:J,8·12 
G8,B!i8 
7i1,2H 
98,GIG 

1!10,811 
l'I0,230 

10,72!) 
11,023 
12,Hiit 
lG,227 
.'1,8!lG 
3·1,,1GG 

6•1,Ci7J 
G!l,886 
8G,3!l!i 

11'1,8113 
164,707 
210,2!lG 

(l} Bxtomnl 1lcbL includes indebtedness to 11aLio11:t1 creel it instilutionti i ncludin · ~ N ucional Fi­
nancl<!rn which received fonds from cxtcJ'llal bo1Towin~~H n11<1 rclonncd suc11 funds to the 
Fede ml Gove rnment (set• also Note ( I) lo table: "Exlcrnnl Funded Dcbl of Public Scc­
lOI'") 1111cl includes funds trn11sfcncd to public lll(CllCics or Mexico, which debt is to !Jc 

(Notes continued 01t /ollowint1 PCLOC) 
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(NOTES-continued) 

repaid and serviced by su'ch agencies, being 1,944 million pesos (1970); 1,682 million pesos 
{1971); 2,348 million pesos (1972); 2,710 million pesos (1973); 5,296 million pesos (1974); 
and 14,683 million ·pesos (1975). 

(2) Amounts based on rates of conversion prevailing on the dates indicated. 
(3) Preliminar~-. 

In addition ·~o its direct debt, the Federal Government has specifically guaranteed the 
principal and iP.terest payr.ble in respect of certain obligations of public agencies, principally 
Nacional Fina1.tciera, Federal Toll Roads and Bridges, Federal Electricity Commission and 
National Rail·Nays of Me. :ico. As of December 31, 1975, the outstanding principal amount of 
such obligations was 34,145 million pesos, of which 19,764 million pesos (equivalent to $1,581.1 
million) represented external obligations, 1.mbstantially all payable in United States dollar~. and 
14,381 million pesos represented internal obligations payable in pesos. All such ,guaranteed ciebt 
constituted funded debt. 

In addition to the specific guarantees granted by the F.edel'al Government for particular 
obligations of certain agencies (including Nncional Financiera), under the Organic Laws 
governing three of the principal national credit institutions {namely, Nacionnl Financiera, the 
National Bank of Public Works and Se1·vict?s and the National Bank for Rural Credit), the 
Federal Government (..r, in the case of Naciona\ Financicra, the Nation) is responsible for 
the externnl obligntio1.s of those institutions. The amount of such obligations outstanding at 
December 31, 1975, is shown in the taule on page 57. 

The total extem1l funded debt of the public sector consists of the external portion of the 
direct indebtedness n.1d guarantees of the Fedeml Government together wi!J1 the external 
funded indebtedness inc,• rred directly or guaranteed by public agencies and public companies 
for the public sector but Mt ca rrying the specific guarantee of the Government. Such public 
sector dcht at December 31 in each or the yearn 1970 through 1975 was as inclicntcd in the lnble 
below. 

EXTEHNAL FUNDED DEnT 01" Pum.1c Si:;CTOTt 

Totnl 

llircct Debt of 
the l"cclt •11 
G11vt•r11111e11t 

l>chl Gunrnntced 
by the Fcdcrnl 

Govcrn111c11t(I) 

Deooml111r SJ (rnillion11 of dollnn1) 
1!>70 • . . • .. .. . . . • . . • . . • • $ :.1,260 $ 858 $ 807 
l971 • . . . • • • . . . . . . . • • • • • 3,fi5·1 882 '/88 
1972 ....• , , . . . . . . . . . . . . 4,2GlJ D72 O!i2 
l!l7:l •...• , • • • . • . . . . . . . • 5,7:J2 J ,2!>8 L,013 
lD74 •..••• , • , .. . . . . . . . . 7,!181 l,!>12 1,270 
1071i (•I) • . . • • .. • .. • .. . . . • Jl ,fi20 2,72G J,581 

{ l) On bchnlf of puhlic agcn:!ies including Nacio11nl Ji'inu11cicrn. 

Dehl of 
Other Puhlic 

Agcncie11 
(2) (:I) 

(2) Excluctcs external debt issued 0 1· gunrn11tced l>y N:1cion11l Finu11cicrn whh:h hns been rc­
loanccl to or gun1·nnteetl on behalf of private companies 11mo1111ti11r. al December 31, H>75 
to the equivnlent of P '.1,075 million ($398 million). 

(:l) Direct debt oC, or gunra11tcccl by, Nacionnl Financicrn, the Nf\lionnl Hn11k of Public Wol'l<s 
nncl ::>c1·vices, tho Nntioual li'orciA'll Tr:ldc Hani· n11d other p111Jlic ug-c11<:ics ( principnlly 
l'cmex, l•'eclernl .ElcclriciLy Commi'Jsion and Nat101111l Hailways of i\I!'xico) not carrying 
the speci fic gun ran lee of lh • F cdcml Government. 

(tJ) Prcliminnry. 

'rhc Hc ·1enue Lnw !01· 197f> proviclt?s lhaL lite u11Lhor i1.Hlion of llw Mini~lry of Fi11 1t t1Cl' a:1d 
Public Credit is required for 1111y bol'l'owings, external 0 1· intcl'llal, u11clcrlakc11 by any of th<' 
public agencies , including national credit inslit11Lions. 



The present administration has e,stablished strict controls and a high level of coordination 
concerning p::irticipation in international capital markets by public sector entities. It is intended 
th:\t external financing continue to be USt!d in a supplementary manner in the carrying out of 
economic devclt'pment projects capable of generating or saving foreign exchange. At the same 
time a major effort is being made to contract new loans of the latest possible maturity in order 
to improve the maturity structure of external public debt. 

The following table sets forth the debt service requirements for the indicated periods in 
respect of tht:! external fonded debt of the public sector outstanding as of December 31t 1975. 

SEIWICE REQUIREMENTS OF EXTERNAL FUNDED DEBT OF PUBLIC SECTOR (1) 

(millions or dollnrs) 

Pnymenl Periods 

Due 1976 .••.....•.. . .........•.. · • ..••. •. .. .....••....•.. 
Due 1977 .. . .. . ............... , ........ , . . ............... . 
Duo 1078 .• • .••. , •••••...•••..•..•••....••••. · · • • • • · · • · · · 
Due 1079 . •...•••.••.....••.....•.. .• •...•.•..•••••.•...• 
Due 1980 ...........•.• • ... . .........................•... 

'l'otul ••.••....••••.•..••.•••.•• •.• •.... •••.•. • •• · • · • · 
Due 1981-1986 •.•..•.••••• • ..•.••••...••..••..•..•..••..•• 
Due 1086-1990 •• ..• •••...•• • .•...•.•...........••••...•.• 
Due 19!H-1995 ••...•.........••.•....•....•.•....•..•.... 
Due 1996-2003 •.......•....•....•.•........ . .... ... ... . • • 

'I'ol11l ....••........•.........•.• 

(1) Preliminary. 

Debt Record 

Principal 

$ 1,067.4 
1,305.1 
1,851.8 
1,827.3 
1,771.2 

7,812.8 
2,947.3 

G76.7 
69.4 
14.8 

$11,620.0 

Total Debt 
Interest Service 

--·-
$l;J84.2 $ 2.14 1.6 

1,012.9 ..::,:r ,,o 
936.5 2,7&l.S 
862.'' 2,6911.0 
73o.9 2,60" .1 ---

4,632.2 
1,086.2 

146.F 

12,445.0 
4,032.6 

822.2 
12.1 81.6 
2.0 16.8 --$5,878.0 $17,398.0 - - ---

Full debt service has been pnid when due on all externnl debt issued by the Federal Gqvem­
mcnt of .Mexico sine(! the arloption of the Constitution of Hl 17, as well ns 011 all extemal debt 
jssuccl uy othet· entities since thut time which was assumed 01· gunrnnteerl by the Government 
or for which the Gov.Jrnment is by law responsible. 

As n result of scvernl years of internal clisturb1111cc, the entire li'cclerul Government debt 
outstuncling in mu went into default in that yca1-. Debt setllement agreements made i» the 
1920's wc1·c not cuniccl out by the Government because of conti n11ing financial diHkulties1 but 
in 19112 nncl l91IG the Govern ment entered into ngt·ccmcnls with the Internntionnt Committl!e ui 
nnnlccrs on Mexico, representing the United Stutes and European holders of tho defnultcct ob­
ligntio11 s. 'l1hesc agreements provided for the settlement or suhstnntially q1J the direct exter'lal 
debt of the Federal CovcrnmenL, ccrtui11 ol her debt assumed or gunrnnteed by itt nncl debt or 
the National Rni I ways, aggrcgnting npprox.inwlcly $116'1 million principal :nnount with ancnrs 
of intcl'est of $603 milllon. Sec Table II undc1· "Tables nnd Supplemenlnry Information" herein 
rcgardin~ the settlement terms. The holders of more lhnu !H> % of the obligations (excluding 
those held hy subjects of 01· pe1·sons within countries al war with the Allied Nntions in Wol'ld 
Wu!' JI and those held by pe1·sons who failed to regisler to become eligible for the agreements) 
nsscntcd lo those terms. Obligations held by subjects of or pel'sons withi11 enemy count ries aud 
by µenrnn s who fniled to reg-istcl' Lo become eligible 1111dcl' the agreements bccnmc vested in the 
Mexic:m Govcmmeut by n Decr<'e enacted in Hl!il which pl'ovided that a ll such obli:;utions 
belonged to Mexico :rncl e:<tinguishccl nil lhc righb and clnims of the holdct·N of such oblign­
lions. ~le>:ico hns fu lfilled nil jls 1Jbligalion.; which have come due under these agreements 
anrl in 1960, in lH:corcla11cc with the terms thereof, prepaid 1\ substantial portion of the outstand­
ing bonds, the holclc1·s oi which hnd nsscntcd to the agr\!ements. As of January 1, 1975, Mexico 
hnd clcpositccl with The Chnsc Mm1hattnn Unuk funds sufl1cie11t to ncquire nil assented bonds. 

., . 
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'IABLES AND SUPI ,EMENTARY INFORMATION 

Pu13LIC DEBT OF THE FEDERAL GOVERNMENT OF :MEXICO 
(A) DIRECT DEBT 

Table I. Internal Debt as of December 31, 1975 
(Payable in Pesos) 

Bonded Debt: 

Title and Annual Interest Rate 

6% Highway Bonds(l) . .. ..... .............. . 
6% Highway Bonds(l) .. • • ••••• . • • •• • .••.•••• 
6% Highway Bonds(!) ..•.•...•. . , , , , • . ••.• , • 
fi% Highway Bonds(!) • , •..•. , , , . , . , • • ..•. , , • 
6% Highway Bonds(l) • ••• , • . • • ••• , , , .. • • , , •• 
5% Highway B( "\ds(l) • , , , • , .. , •• •..••. •• , •. , 
5% HighwayBol' ~s(l) ................ , ..... . 
5% Highway Bo1,•h .•• , • , .. , . , . , . . . . .. . ...•.. 
6% Highway Bonds ••• , • , • , ••.•... . .•..••.•.. 
5% Highwa·7 Bonds •.••. , . • •..•• . ••.•..•..••• 
6%- Highwt1y Bonds .•••••.• . ..•.. ••. . . .•.•• • • 
6% Highway Bonds •• • • . .• .• . .• .•..•.•.•.. .. • 
5% Highway Bonds . •• . .•... . .• . .. •.• .. . . .. •. 
6% Highway Bonds . •...• . . • .•• . .•. . , .. •. . ..• 
6% llighwny Bonds ..•• ....••. • .• • • , , ..••.••. 
5% Electrification Bonds(2) ••• • . .••...•..• , .. 
ii% Electrification Bond~(2) •. • ..• , ..... • ....• 
6% Electrification Bonds(2) ••••.. • . , . ...•. , .• 
5% Electrification Bonds(2) • . •.. •.....•. , , , • • 
5% E!cctrificntion Bon~s(2) •• , ...•....•..•..• 
5% Electrification Bonds(2) ..• , .. , .•....••• , , 
5% Electrification Ilonds(2) •. •. . • .... . •...... 
5% Electrification Bonds ..... . ..... . . . ... .. . . 
5% Electrification Bonds ...... . ............. . 
6% Electrification Bonds ...... . ....... . ..... . 
5% Electrification Bonds .•. .• ... •. .•. .. .. . .. . 
5% Electrificntion Bonds .... . ............... . 
5% Elcctrificnlion Bonds .. . .. . .. . ........... . 
6% Electrification Bonds . .. . . .. .•. . .........• 
6% Electrification Bonds .......... . ........ .. 
Public Works Dont!s (non-Interest hearing) •.... 
8% Industrinl Promotion Bonds •. . .....•..•••. 
8% Industrial Promotion Bonds .•...•. .•.. • .•• 
8% Industrial Promotion Bonds •.......••.• ..• 
8% Industrial Promotion llomls . • •..••..•••.•• 
8% Industrial Promotion Bonds .......•••.•.•• 
8% Indu!ltriul Promotion Bonds ..•.. • .....••.• 
8% lntlustrinl Promotion Donel!! .....•.. , ..• , , • 
6% Bonds for Development oC Agricultural l'ro-

duclion (3) ..•...........•......... , ..... 
6% Fcdcrnl-stnte Cooperntlon Bonds ....••.. • , . 
5% Agrai-inn Debt Bond!l(•I) ...........•..... • 
8% Donds for Economic nnd Social Development. 

of the United Mexir1111 8l~1 tcs . ....•.... .. . 
8% Donds for Economic u11d Sociul Dc\·dopnwnt 

o( the Unitctl ~lc,x!cau Slates .....•..•.. , • 

Date of 
Issue 

Feb. 1956 
Feb. 1957 
Jan. 1958 
Feb. 1959 
Jnn. 1960 
Feb. 1961 
Feb. 1962 
Mnr. 1963 
Mny 1964 
Apr. 19G5 
July 1966 
May 1!.167 
Aug. 1968 
Mar.1969 
Mar.1970 
Feb.1956 
Feb.1957 
Jan.1058 
F eb.105!> 
Fcb. 1960 

' ?lfoy 1961 
Apr.1962 
Apr.1963 
Mny l!l6'1 
Apr.1965 
J uly 1966 
May 1967 
Aug.1968 
:Mur. 1969 
Fcb.1970 
Oct.1940 
Nov. 1964-65 
Dec. l96G 
Jnn.1967 
Mnr.1968 
Mnr. l9G!I 
Mur. 1!>70 
Nov. 1!>71 

Aug.19!i0 
Feb. 19117 

Dec. l!l73 

Mar. l!'l7fi 

G6 

Da~e of 
Final 

Maturity 

July 1976 
July 1977 
July 1978 
July 1979 
July 1980 
July 1981 
July 1982 
July 1983 
July 1984 
July 1985 
July 1986 
July 1987 
July 1988 
J uly 1989 
July 1990 
Oct.1976 
Oct. 1977 
Oct.1978 
Oct. 1979 
Oct.1980 
Oct.1981 
Oct. 1982 
Oct. 1983 
Oct.1984 
Oct. Hl85 
Oct.1986 
Oct. 1987 
Oct. 1988 
Oct.1989 
Oct. 1989 
Dec. 1990 
Nov. l!l79 
Dec. 1980 
Jnn.1982 
Mnr.198:1 
l\t11r. 198<1 
Mnr.1985 
Nov. 1086 

J Ull. :lO!IO 
Jnn. 1977 

Sept. 1988 

l !l!JO (G) 

Principal 
Amount 

Outstanding Remarks 

(thou:~!\nds 
of pesos) 

17,348 (a) 
39,6·'6 (a) 
60,675 (a) 
80,786 (n) 
99,928 (a) 

118,147 (n) 
135,488 (a) 
151,994 (n) 
167,705 (a) 
1821658 (n) 
196,891 (n) 
210,438 (a) 
223,332 (n) 
235,605 (a) 
247,287 (a) 

17,348 (n) 
39,546 (a) 
G0,675 (a) 
80,786 (a) 
99,928 (n) 

118,1'17 (n) 
135~88 (a) 
151~94 (a) 
167,705 (n) 
182,658 (a) 
196,891 (n) 
210.'138 (n) 
223,332 (n) 
235,605 (n) 
247,287 (11) 

75,000 (b) 
S,893,li54 (n) 
•1,221,486 (u) 
3,464,826 (11) 
:l,857 ,865 (I\) 
4,221,251 (n) 
4,lili7,222 (11) 

10,028,513 (u) 

2GS,OOO (b} 
4,7:1:1 (n} 
1,272 

2:1,107,128 

Ci•l ,019 ,:J.11; ( n ) 
(Co11t i11u~d) 



TABLES AND SUPP~EMENTAHY ' INFORMATION 

PUBLIC DEBT OF THE FEDERAL GOVERNMENT OF MEXICO 
(A) DIRECT DEBT 

Tf ble I. Internal Debt as of December 31, 1975- Continued 
'(Payable in Pesos) 

Title .md Annual Interest Rate 

PUDL.~ INTERNAL DEBT BO?-IDS 

(non-interest bearing) : 
Series D . .•..... . .' ............ . ...•.•... 
Series E .. .. .......•..... . .. •... . . •..•.. 
Series F ..•..... . .. ... .......... . .. . .... 
Series G . ••••.••...•..•...•..••• • ..••.••• 
Series l-1 .••••••.••.••••...•••..••• • .• ••• 
Series I .. . . ........ . . . ..... . .......... . 
Series J .. . • . ...•........•... . ...• . ..•.. 

Provisional Certificates ..............•....... 

'l'itle nnd Annual lnterei1t Rnte 

Loans: 
LoANS FROM NATIONAL DANK FO!t PUBLIC WORKS 

AND SEnVICES : 
For public works, acquisiliona and consl:ntction 

(13.5%-14.0% } .......................... 
LoANS FROM NACIONAJ, FINANCIERA: 

l •'or public works and other purposes (G. fi'/c> -
14.5% ) ... .... ......... ....... .......... 

OTllF.lt LOANS: 
For acquisitions o( lnnd for school construe-

lion, other acquisitions, construction, instnl-
laliona nnd mlscollnneous (8.010-13.8% ) ... 

Totnl Intemnl Funded Dehl . .... . ... , • , 

Date of 
Issue 

Sept.1944 
Sept.1946 
Jan. 1946 
Jan.1952 
Jan. 1952 
Jan.1962 
Dec. 1932 

Date of 
Contract 

Various 

Various 

Various 

Date of 
Final 

Maturity 

Variouo 1984 
Various 1985 
Various 1986 
Various 1992 
Various 1992 
Various 1992 
Various 1994 

Date of 
l\lnturity 

Vl\rious 198v 

V"\rious 1980 

Vario11s 1982 

Principal 
Amount 

Outstanding 

(thousands 
of pW>s) 

275 
2,700 
S,000 
9,000 
9,000 
4,500 
1,710 

$50,875,000 

Principal 
Amount 

Outstanding(6) 

l,772,2L5 

4,427,343 

3,0G!>,589 

176,230,183 

Remarks 

(b) 
(b) 
(b) 
(b) 
(b) 
(b) 
(b) 
(a) 

Remarks 

---

(c) 

(c) 

(c) 

(.1) Secured by n lien on the revenues from the Fedcrnl lnx on lhe 1;i1le of gasoline. 

(2) Secured by u lien on the re,·enucs from the Federal lnx on tnnnufuctured tobacco nnd, in the case or 
bonds issued in the years 1954-l!HiS, on the dividends on tho Se rles "A" shares of the Bnnk of Mexico, 
pnynble lo the Feclernl GovemmenL. 

(~l) Secured by a lien on the Feclernl income nnd excess profits loxes paid by the Bnnk of Mexico nnd u 
lien Oil the dividends on the Series II A" shares of the Uank or Mexico payable lo the Federal Covemment. 

(·1 ) Service on these bonds wns suspended in Hl31 nnd was not resu med by r enson of 11ubRequent chnnges in 
tho Agrnrinn Codes. 

(Ci) Redccmuble at the option of the holder nt nny lime during Hl!lO. 

(0) Preliminary. 

(a) Equal seml-nnnunl or quarterly level debt service payments . 
(h) Ec1unl nnnunl r~der::ptlons to retire entire issue by maturity. 

(c) \'nrious periCJdic p::iymc nt!I to retire lndcbtcdn•·11s. 

G7 

,I 
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PUBLIC DEBT. OF THE FEDERAL GOVERNMENT OF MEXICO 
(A) DffiECT DEBT 

Title 

Table II. External Debt as of December 31, 1975 
(Payable in Foreign Currencies) (1) 

Year of Year of 
Jssue Maturity 

Adjll.9ted P rincipal Amount 
Outstanclin.; 

Non-
Asaented .Assented Total 

Amortit.ation 
or Sinking 

Fund 
Provisions 

PR.E-191'1 DEBT: 
(thousands of dollars) 

Bonda originally issued, assumed or guaranteed 
by Federal Government, subject to debt settle-
ment Agreement of November 6, 1942(2) • • • • • 1886- (8) 

1913 
$ 0(4) ~130(5) $ 130(6) (7) 

Railroad Bonds subject to debt settlement Agre&­
ment of February 20, 1946: (8) •••••.•••••• 1889-

1914 
(9) 368(10) 363(11) (12) 

Total Pre-1917 Debt ................. . $493 $ 493 

(equivalent in thousands of pesos) •.•• •• (6,163) 

(1) ·Conversions o! nmounts in for eign currencies are made at the official rate of $1 • 12.60 pesos in effect at December 
31, 1975. 

(2) Under the Agreement of 1942, bondholders became entitled to receive annual redemption payments aggregating ap­
proximately 20% of the original principal amount of their bonds, and both interest in arrears and current lnterest 
became payable in substantially recluced amounts. 

(8) All the bonJs subject to the Agreement of 1942 have original maturity dales prior to the date of this Securities 
Report, but ~uch maturities were extended lo 1963 for U1e secured bonds and to 1968 for U1e remainder of Ute bonds 
wl11ch assen•~d to the Agreement. 

(ti) All outslonding bonds which assented to the Agreement of 19112 were called for redemption in 1!160 nnd Ute fwids 
r ecuh•ed for such prepnyment were deposited with The Chase Manhattan Bank. 

(5) 1\lthough no pro\'ision has been made for payment of the bonds the holder11 of which rrgislered but did 11ot assent 
to the Agreement of 1!>·12, the Government includes such bonds in its Exlenml Debt nt the reduced dollar 1irincipnl 

(6) 

(7) 

(8) 

amounts established by the Agreement. · 

} t •,His, the holders of which did not register to become eli1{iblc for the Agreement of 1942, in the aggregate orh.cinal 
in·lncipal nrnount of S29,7GO,OOO, ure not considered to he debt. o( tho Government allll consequently nre not included 
tn tho lotnls , pursuant to the Law Concerning tho Disposition of enemy-held Donds, of December 29, l!llil, tmacted 
in view of Mexico's status us one of the Allied Nnlions 111 World Wnr JI nncl in nccordnncc with tho r.rinclplcs of 
post-war inten1aLionnl reparations. That Luw vested in tho nation tho entire rights nnd pl'opcrty to nny ' enemy-held" 
bonds iucluded in the issues subject to the Ai.treement oC l!M2 nnd extinguiMhed nil the rights and claims of holders 
of such bonds. 'l'he securities covered by the Lnw were deflnccl not only us those bonds which during the Wnr were 
loculed in enemy territory or held by enemy nntionnls lmt. also us thosu bonds the holders of which hnd full ed to 
r egister during tlrn periods provided in the relevant decreo:i. Prior to 1951 nnd during n -.copened period which finnll)• 
terminated on November 20, l!l53, the Government uccordcd non-enemy 11tntus to certain bonds the holders of which 
submitted npproprinte applications nnd evidence. 

'l'horo nro 110 nmortizntion or sinking fund provisions presently in effect for tho lioncls which did not ussent. lo the 
Agreement of 1042. 

Tho Agreement or 10.JG offered two option!! lo bondholders: l 1 lnn A provided for 11ubstantinlly the Bntne lrentment 
as the Agreement of 19•12. Plun D eliminated current interc11t. nntl provided for nnnunl redemption n l n fixccl nnnully 
nt. prices ris ing from 21 % or original principnl nmount in l!J.16 lo 100% in l!l711. l'nym1~nt or del1t service on certain 
or the bond lss11e11 wns secured hy mortl>ngcs or othn liens, including u lien 011 the rccci\ils from n 10% P eclernl 
lrl). on gross revenues of the original corporation, Nalionnl l>11ilw:iys o f l\tcxico, which wou d revive in !uvor or the 
ho1ulholclers in the event of nny defnult. under the A(frcunH:nt, hut such lionR hnvo not been opornlivc because the 
Federal Government hns complied fully with tho Ai;recml'nt. 

(0) Pur1rn11nt to the Agreement or J04G, 1!>7•1 is the fi1111I elate for the redemption of nil bontls accepting Pinn H under 
the Agrct!mCnl. 

(10) Although no provis ion hns been made for pnymcnt or the honcl!I tho holdr r!I or whi<'h 'tl'g'l!itOrcll hul did not aS!!enl 
lo t he At;reement of I 9•16, the Government includrs t1uch ho1ul11 in itu E xtl•rnnl Dehl at the rcdw 1•d dollar princlpi\I 
nmou11t11 c. l.'\bllshed by the Agreement for holders clectin1~ l'hln A. 

(11) llonds, the holders of which dill not rc~is t<i r umlcr the A1n·rernc11t of l!MG, in the umrrcgutr orir;lnnl principnl 
umounl of S!l,'181 ,000, nre not. considered lo be <lt:Ll of tlw Govl·nuni'nt nnd 11t·c not inc111dt•1l in tho lotal:i. 

(J :!) The re nr" no sinl<:ns fund or mnorti7.ntion provisio1111 pr1~se11tly in 1•trccl for tho hond:t which did not nss~n l to the 
Agrromenl of l 9,1G. Amorti1.11tion provi:1ions for thr holtlt!t'll or tho linrnh; who c1cr1:pl1•tl l'lnn H thc1·1mnder o.:u 
descrlbcJ und i? r 1\ot <: (8 ) hrrPitrnliov(l. 
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PUBLIC DEBT OF THE. FEDERAL GOVERNMENT OF MEXICO 
<.A) DIRECT DEBT 

Table II. External Debt as of December 31, 1975-Continued 
(Payable in Foreign Currencies) (8) 

Principal Amortiza· 
Original Amount Amount tion or 

Year Year of Pr incipal Undis· Outstnnd· Sinking 
Interest Con· Final Amount bursed ing Fund 

Title Rnte tracted i\lnlurity Contracted (10) (16) (10)(16) Provisions 

(thousands of dollars) 
POST-1917 DEBT: 

Bonds of the United Mexican Stales 
for Economic Development .. . .. Subtotal .• $5161279 ~40~!169 

External Sinking Fund Bonds ... ·6*% 1!163 1978 25,000 6,000 1 

External Sinking Fund Bonds 611..i 1964 1979 25,000 6,310 2 

External Sinking Fund Bonds 6* 1964 1979 35,000 11,060 3 

External Sinking Fund Bonds 61lz 1965 1980 27,liOO 10,585 a 
External Sinking Fund Bonds 61ii 1966 1981 15,000 6,870 1 

Externnl Sinking Fund Bonds 7in 1966 1981 10,000 4,660 2 

External Sinking Fund Bonds 7 1967 1982 25,000 12,060 2 

External Sinking l"und Bonds 7 1968 1980 26,000 19,060 

{~~ 
9 

External Sinking Fund Bonds G 1968 1983 11,626 16,252 9 

External Sinking Fund Bonds 7 1968 1984 25,000 25,922 9 

External Sinking Fund Bonds sin 1972 1987 40,000 40,000 6 

External Sinking Fund Bonds 81ii 1972 1997 35,000 35,000 6 

External Sinking F und Bonds 1in 1973 1988 31,000 38,120 

m\ll Extcnml Sinking Fund Bonds 7.9 1973 1986 37,674 32,750 

External Purchnse F'und Bonds .. 8% 1973 1991 30,000 27,600 13 

External Bonds ••......... . .•.... 10 1975 1980 76,000 76,000 14 

External Dond!I .......• . . .. ..... , 9 1975 1982 42,480 38,120 (9) 15 

Loans ; rom Export-Import Dunk 
contracted through Nucionol 
Financicrn • I • • • • • • ' • • • • ' • • • ' • 

Sublotal.. _ 86,767 63 8,604 

6* l!lGG 1981 23,760 4,487 

l!l 
G 19G7 1982 3,000 1,166 
61h 19GG 1981 l ,71i0 469 
6 1967 1977 3,600 616 
6 l!l68 1978 4,300 1,363 
6 1973 1983 467 68 414 

Lonna Crom World Dnnk ....• , • , Subtolnl . . 8921800 630,402 19l10d6 

6* 1960 1979 2G,OOO 8,805 4 

6% l!l61 1081 16,000 6,910 4 

611.: J!l63 198'1 12,500 G,736 4 

61h 1963 1984 40,000 18,711 4 

6'f.i l!lGli 1986 25,000 17,690 4 

G 19GG 1986 19,000 1,05!l 14,693 4 
61i' 1968 l!lBR 25,000 1,1-17 22,699 4 

61A 1968 1988 27,600 22,92'1 4 
7 1970 l!l!)(i 21,800 3,0ll 17,363 4 

7~ 1!l72 lO!JO 22,000 8,!lQ.I 13,096 4 
Hi 1972 1997 20,000 3,289 16,111 4 
7~ 1!>72 1997 600 316 18·1 4 

7* 1973 1997 90,000 82,12:1 7,877 4 
71A 1!1711 11)08 2G,000 23,890 1,110 1 
7~ 1974 H>D•l 90,000 88,7JG 1,28G d 

7YL 1974 1999 47,000 46,!l•M 1,050 4 
71,4 1974 19!!9 77,000 61,10•1 16,~96 4 
8 197•1 lO!l!.I 60,000 60,000 4 
811.: 1976 2000 160,000 150,000 4 
SY.I 107fi 2000 ll0,000 110,000 ,, 



P.UBLIC DEBT OF THE FEDERAL GOVERNMENT OF MEXICO 
(A) DIRECT DEBT 

Table II. External Debt as of Dece.nber 31, 1975- Continued 
(Payable in Foreign t:u.rrencies) (8) 

Prbcipal Amortiza-Original Amount Amount tion or Year Year of Principal TJndis- Outstund- Sinking Interest Con- F inal Amount bursed ing F'und Title Rate tracted .l\laturity Contracted (10) (16) (10)(16) Provisions --
( t housands of dollars) Loans from Inter-American Devel-

· ~ment Bank contracted th. ough 

Subtotal .. $ 802,296 $ 223,932 $ 493,492 
acional Financiera .. .. ••. • .•• 

5%% 1961 1981 13,000 4,688 4 6% 1962 1982 6,744 2,196 4 3% 1962 1982 9,200 3,666 4 2 1962 1982 1,000 384 4 2 1963 1983 3,000 1,056 4 4 1963 1978 8,791 941 4 6% 1963 1983 1,200 600 4 5* 1964 l!J84 20,000 . 9,714 4 5% 1963 1988 26,500 14,471 4 2 1963 1992 6,000 3,789 4 2 l!Hi4 1985 2,100 1,019 4 4 1964 1989 9,800 6,426 4 3~ 1965 1986 4,824 2,348 4 4 1966 1991 :l3,000 24,961 4 6 1966 1991 21,000 12,803 4 4 1967 1983 5,000 3,261 4 6~ 1967 1987 13,060 8,866 4 8 1967 1992 13,000 10,214 4 4 1967 1092 ll,080 8,503 4 1967 2017 600 396 110 4 4 1968 1983 2,600 1,663 4 3 1968 1993 3.1,100 28,417 4 71• 1968 198!) 10,liOO 109 1),619 4 3 1969 1989 1,200 1,069 4 7* l!J69 198!1 28,986 IH,674 •l 4 l!J'/O 1090 9,020 li,031 3,068 4 4 1970 1990 10,440 421 10,01!) 4 3 1070 19!JCi 26,000 26,000 4 8 1970 Hl90 8,280 462 7,7lG 4 8 l!J70 1000 33,600 33,9!M 4 4 1970 1900 11,000 89 10,691\ 4 8 1970 l!JOO 6,liOO 5,483 4 4 1071 l!l96 22,000 4,1 •1'1 l7,8fi6 4 4 1971 1901 li,ROO 3,613 2,187 4 8 1971 19!)1 14,000 1·1,716 4 8 1971 11>9l ll,878 12,865 4 8 J07l 1980 21 ,433 2,230 18,81:1 4 8 l!l'/2 10!)2 26,000 2,:102 22,6!18 4 3 l!l72 1997 36,000 6,6!W 29,480 4 3 l072 1908 2:1,1 00 13,:mG 9,864 •I 8 1!>7:1 199!i 21,000 10,638 10,402 4 4 197:1 109:1 10,000 G,696 S,405 ·I 8 l!l7:J 10911 M,OOU 6,418 7,682 4 3 J !l74 19!}!) :M,000 23,836 J0,16Ci 4 8 l!l74 19!)2 43,000 28,214 H,780 •I 8 1!174 J!)!)fi 3Ci,OOll 30,li35 4,4Gfi ·I 4 l 9711 2000 14,100 ll,2Ci8 2,842 4 8 Jl)7(j :moo 8,000 7,lf).I 800 ·I n 1!17Ci 2000 :17,000 20,CiSli J 6;114 ,, R 197/j l!l!l!'i 41i,li00 41,256 4,2·M 4 1.onns from U.S. Agency for lntor · 
nntlonr.. I Devclo~mcnt contrnctNl 
through Nncionn F innncit•rn .... 311.i J!IG•t J!)RG 2.(J(I() 100 1,130 (4) --
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PUBLIC DEBT OF THE FEDERAL GOVERNMENT OF MEXICO 
(A) DIRECT DEBT 

Table JI. External Debt as of December 31, 1975-Continucd 
(Payable in Foreign Currencies)(8) 

Principal Amortiza-
Original Amount Amount tion or 

Year Year of Principal Undis- Outstand- Sinking 

Interest Con- Final Amount bursed Ing Fund 

Title Rate l ncted Maturity Contracted (10) (16) (10) (lG) Provisions 

(thousands of dollars) 

Loans from Other Banl<s and from 
Sl\ppliers . . ..•..•• . .•.•. • ••. , • 

2,187,334 338,888 1,626,418 

a. 24 loans contracted through 
N acional Finn"nci!ro. with Bank 
of Americo., Ban~ ue Transatlan· 
tique, Banque de l'T · ·tochine, 
Credit Lyonno.is, 1..!rediL National, 
lstltuto Mobiliue Italiano, The Various Various 
(;°naSt ~h.nh::.~tan Bank and 16 

au~~l~irio~~~ '~~~i~~t~d' fh;~~~i1 
4-131.4% 1966-75 1976-95 270,333 23,244 224,974 (4) 

National Bank of Public Wor B 
and Services with Western Amer-
lean DankF Singer & Friedlander 
Ltd., The irst National Bank of 
Chlcagou First National City 
Bank, nited Cnluomin Bank, 
Swiss Ilnnk, Bnnk of America, Various Various First Boston tEuropo) Ltd nnd 
Kuhni'..!'°eb & o .•••...••••.... Glf.i-11 If., 1966-76 1986 666,650 422,511 (4) 

c, an contracted through 
National Bank of Foreign Trade 
with N. M. ltolhschild and Sons 
Ltd ••.•..•. .... . .....••....... 0-9 1973 198:1 63,8!)11 8,862 39,200 (") 

J. il tonne contracted with other 
banks through different synJica-
tlons ................... . . . ... 8-9Y..i 1974-75 1979-80 1,170,000 300,000 870,000 (4) 

c. 36 lonns contnicted directly Vnriou!I Various 
with auppllerll ...... . .•..... .. . 0-9 HlOG-76 1976-89 UG,li07 0,782 62,983 ( il} 

Miscallnneous Indebtedness .... . .... 
G,71i0 

l,193,371i 2,724,749 
TO'l'AL POS'l'-1917 DEBT 

(leso equivalent (thou!l11nd pesos)(8) 
(34,069,363) 

'I'OTAL FUNDED EXTERNAL DED'I' 
2,7?~ ,2·12 (5) 

(!l 1,065,625) (6) 
peso cqulvnlant (thousand pesos)(8) . 

~·i ~~ 
(Ii) 

Soml-11nnuo.l sinking fund paymcnlR c11lculatcrl lo rl'li ro 9G% or the Bonds prior to mnlurity. 
Scml-11nnual oinking fund pnyment.11 cnlcul11lc1l to retire 1111proximnlely 96% oC tho Uonds prior lo mulurity. 
Semi-annual oinking fund payments culcul11lccl lo retire upprox.imntcl)• !M % of tho nonde prior lo nmlurity. 
Annuul, 11cml-111111ual, quurlcrlr or monthly 11mortiu,llon cnlr.11lutc1l to retire lonns U}' m11lurity. 
Of this totnl ;1,174,G69,000 1'1,683,237,600 11oso11), cor responds lo Cunds tr1111 11Cerrc1l lo public 111tcncies 
with tlnnnclu\ structuret1 which nllow them to snlh1Cy the corrcspo11dlng amortization 11orv1co, llO lhnl lhc 
direct. obllgntlons or the Fede?ral Govcrnmrnt nt thiR dnte nmounlcd lo $1,660,683,000 ( lU,382,287,riOO 1wso:1). 
J\11nu11l si nking !und pnymonl.- cnlcul11tod lo retirti the honclll try malurit.y. 
J\nn1111l 11lnklng fond pnyrnent11 cnlcul11tcd to rotiro 88% of bonds 11rlor t.o muturi t.y. 
Co11vor11lonll of nmounls In foreign currcnclo11 arc made nt. the ofllclul rnl1' of SL ... 12.60 11csoH In effect nl 
Dccc1111Jor !11, Hl71i. 
The 11rl11clpul 11mounl!l oulst.11ndl11g hnvlng heen adju11trd lo r eflect. c11rr1>ncy dcv11luntion11. 
lncluuu rovnlunllon, hl!cuusu of chnngoH In Jlnrity of foreign currcnclc11. 
Anuuol Kinking fund pa> mcnts culcul11lcd to retire Rfi '/, of tho boncl11 prior lo 111uturit.r. 
Atrnunl sinking fund paymo11t11 calculalcd Lo retire GO% of tho bonds prior to mnturil}'. 
A1111u11l purchuso fund pny111rnl11 cnlcul11lcd lo rctirr 11pt1roxl111ntely 70"/,' of the bo11ds tirior lo 11111lurlt.y. 
Onu rm>·ment. nt. tht> end of the flfthJcar, with th CI opl1011 lo cnl11r1to the lhl'111 until lO!lO, for which will ho 
crenlcd n S!nklng Fend for lhc Bon red~mplion. 
One 1m>'lnent. nt. the µeriod'B end. 
rrcllmlnarr. 
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PUBLIC DEBT OF THE FEDERAL GOVERNMENT OF MEXICO 
(B) DEBT GUARANTEED BY THE FEDERAL GOVERNMENT 

Table III. Guaranteed Internal Debt as of December 31, 1975 
(Payable in Pesos) 

Guarantee Granted On Behal£ Of : 

Principal 
Amount 

Outstandin g(!) 

( thousands of pesos) 
Nncional Financiera . . . . . • . . . . • . . . . . • . . • . . . . . . . . . • . • • . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,625,564 
National Bank of Public Work~ and Services . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,340,384 
Others (principally certain state governments) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • 1,415,081 

Total Guaranteed Internal Debt(2) .......... ....... ........ ............. .... 14,381,02!) 

(1 ) Preliminary. 

(2) Excluding the Federal Government guarantee of Savings Bonds issued by the National Savings In­
stitute which are secured primarily by income-producing nssets and residually by Government guaran­
tee. The Institute held at J nnuary 31, 1976, 3,126,127,249 pesos received from snvings bond sub-. 
scrlbers, which ~!llount was invested in a corre · ,>onding amount of public and private securities. 
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PUBLIC DEBT OF THE FEDERAL GOVERNMENT OF MEXICO 

(B) DEBT GUARANTEED BY THE FEDERAL GOVERNMENT 

Table JV. Guaranteed E!xternal Debt as of December 31, 1975(2) (7) 

(Payable in Foreign Currencies) 

(Thousa11Cls of dollars) 
Original Principal 

Year of Principal Amount Amount 

Interest Year finnl Amount Undisburaed Outat11ndin1 

Guarantee Granted on Behalf of: Rate Contracted J\Iaturit.y Contracted (1) (1) 

Fedsral Elutricit11 Commission 
$787,175 $32,246 ;598,084 

Lender-
3,111 ,11 

World Bank •.•••.... • .•..... . . •.••.• . ••..• 41h% 1952 1977 29,700 

World Bank .••.....••••.......•..........• 5% 1958 1983 34,000 17,283 

World Bank . . . .•..••.. . . , •.. , ... . •..• •• .•• . 5* 1962 1985 130,000 '17,'176 I 
World Bank . •. . . , ... . . . • . •. . ... . .. • •.. . . . . 6 1965 1985 110,000 8-0,211 

.Monterre~ Railwaii Light & Power Company • 3* 1965 1977 6,897 1,146 

Mexican erritori Company ...••..• . .. .. •• 3% 1965 1977 502 83 

World B!!.nlt •.•.. . •• • •.••.•• .. .•• . . . ..... . • 6% 1968 1988 90,000 81,978 

World ~ank . • •. . . • .•......•...•..•...•• . •• 7% 1972 1992 125,000 126,000 

World Bank ... . . . . .. •... . •. . . . •.. , .••.• . • • 7 1970 1990 125,000 121,000 

Export-Import Bank •. • .. . ...••.•.•••. . ...• 6 1969 1982 5,000 1,106 

Export-Import Bank • ... ...••••• . ••. . . . ...• 6 1970 1982 18,900 12,V.9 

Export-Import Bank • •. ••......... . .......• 6 1973 1991 27,100 27,090 

Export-Import Bank .. . ...... . . .. • .• . • . , ..• 6 1973 1981 3,420 3,288 

Export-Import Bank .....•.. • ...•..... . ...• 6 1973 1990 35,100 84,118 

Export-Import Banl.. . ...• . •. .. ... . .... • .. .. 8 1974 1980 510 510 

Export DeveloJ!mt:nt Corporat.ion • .........•• 7Y.s 1974 1985 4,160 4,160 

Consortium of British Banks .. . ... . ...••.•. , 6Y.s 1970 1979 1,040 892 

Export--lmport Bo.nk , ••. , ..........•..... . . 6 1975 1994 17,145 17,145 

Export-Import Bo.nk .. .. . .................. 6 1975 1984 8,370 8,370 

Lazard Brothers and Co. Ltd. .. .. . .... . . .. .. 7 1975 1985 4,268 4,003 

Export-Import Dnnk .. . . . ...•......... . . • . 8 1974 1982 1,058 1,058 

Lazard Brothers and Co. Ltd. . ...... ...• . •.. 7Y.a 1975 1985 5,514 4,997 

Lincas Electroverttiebs . • , . ...... , . , . , . . .... SY.I 1975 1980 459 376 

Sk:mdlnnviska Enskilda Bankcn .. ...... .... 8 1975 1985 674 668 

Skandinaviska Enskilda Bnnken ··· ··· ... ... 8 1975 1985 1,385 1,24'1 

Export-Import Bank ..... .... ............ ... '1 1975 1!179 1,973 335 1,638 

Sttsl Mill Lo::a-ro Cardenas-La.1 Tntchaa-
499,292 241,511 239,563 

Bnrinj Brothers Co. . ... . . . . . ....... .. • . .. ()1,~ 1973 1988 26,535 11,oc.~i 12,168 

Wort Bank .............. .. . . ........ . .. . . . 7~ 1973 1988 70,000 12,: 2 57,628 

Inter-Amerlcnn Develop. Bnnk .....• , •. . .. . . 8 1973 1988 . 64,000 13, 9 40,557 

~11ring Brothers Co ...... . .. . . . ...•....... •. IHi'h 1973 1988 82,075 65,:>'1 . 14,834 

Export Development Co1 • .. . •.. . , •. . ..•..• • 7 1973 1988 lH,000 13,765 

Ex~rt Import Bank of apnn . . , . . , . , • . , .. , 7 1973 1987 73,983 45,016 23,759 

Ist tuto Mobllinre Italiano ...... .. .......... 6* 1974 1987 18,278 17,422 

Osterrelchische KontTollbank 7 1973 1987 29,351 10,554 16,347 

Credit Commercinl de Fronce ~~'ci ·B~~q~~· · · · 
Francaise du Commerce Extericur , ... .• . . 6% 1972 1087 97,750 91,872 30,832 

K.reditanstall !Ur Wcidcrnub:iu . . . . ... . . .. . .. 7 1973 1987 13,320 1,462 12,261 

M e%iWo~ftfn~fcn~. ~~~~~ ~.0.~~,~~~ ••• • •••••••• • •• 

11,000 1,391 

5% 1958 1977 11,000 1,391 

Natimal Railwa11s oh M e%ico 
224,722 ~ 132,489 

Export-Import nnk . . , . , . •.. .•.. •. . ... .. .• ~Y.i 1965 1976 13,000 1,258 

Export-Import Dank , .. . ......... . .... . .. . . 611.i 1067 1978 10,000 2,430 

Export·lm~ort Dank . . ........ .. ... • . .... , . 6 l!l68 1978 20,670 6,70( 

Worlcl Dnn , .... , . . .•. , . .. , ....... . .•..... 7~ 1972 Hl97 75,000 18,64'i 66,866 

Export-Import Bank .. , . . .•... .. . , . , ......• G 1971 1:176 3,238 3,111 

Export-Import Bnnk .. . ..... .... . .. . . ...•. . 6 1!)69 1979 5,88•1 1,996 

Expott-lmport Dank . . .. . .. .• ..... . .. . . . . •. G 1971 1981 7,506 7,407 

Export-lm~rt Dank , , . , . , . , •.. , . • . . .. ..•• , G 1974 1982 32,379 8,728 23,651 

Chemical F lnance Int ...... . .. • . . ..... •. .. . • 611.i 1071 1976 3,237 386 

Export-Im¥ort Dnnk . .. .... .. . ... ..... .. .. . 8 197fi 1976 18,'176 1,907 11,669 

Clcvelnnd 'rust Co. . , ....... . .. . ... . .... .. . 10% (4) 1975 19'19 611 408 

Gcnen\l Motors Oversent. .. , .. .. , ... , . .. •. .. RY.1 1971\ 1919 G,180 4,326 

Bankers 'fnrnt Co. , .. .. , .... . . , .. . , , . . , . , . 12% ~Ii) 1974 1979 l2,000 9,350 

The Nntionnl Dnnk o! Delroil .. .. . .. .. . .. . . 81/i 6) 1975 1979 5,903 63 4,538 

Export.-lmport Bunk . .. .... . .. .. ... , . . . ... 8 197fi 1!>8fi 16,238 16,238 

Paci~ Railroad 
3,985 2,167 '701 

xport Development Corp ........ . . . .•.....• G l!l71 1!)82 886 683 

Export-Imvort Bank .. . . . .. . . . , ..•• . .•..•.• 6 1068 1976 M2 118 

Export-Import Dank . .. .. .. . , .. . ..... .. . ... R l97G 1985 2,157 2,157 

Nacional Financiero, S .. A. 
165,32·l 181,092 

~xpott-Import Dank . ... . . ...... .• ..... . . . . 5 1960 1977 20,6•l7 --Y,S9S 

ht? Prudential lr.:aurance Co . .. , ... , .. .. ... , 6'% 1964 1982 20,000 1 9AS-~ 

Umted Stl\tes Agency !or Int. Develop .....•. * 1962 2002 41,GOO 3.t.2S9 
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PUBLIC DE:u:r OF THE FEDERAL GOVERNMENT OF MEXICO 

(B) DEBT GUARANTEED BY THE FEDERAL GOVERNME:-iT 

Table IY. Guaranteed External Debt as of December 31, 1975(2) (7)- Continued 

(Payable in Foreign Currencies) 
(TMiuanda of dollon) 

Oriainal Principal Year of Principal .Amount Amount lnterHt Year final Amount Undisl.luraed Outetnndini Guarantee Granted on Behalf of : Rate Contracted Maturity Contracted (1) (1) -
$ 20,000 $ $ 17,795 

United States Agency for Int. Develop •••• • •• 2% 1964 1994 The Prudential Insurance Co ••• • •• ; •• • •• • •• • 6% 1967 1986 36,000 85,000 Inter-American Development •••••••• • •• . •••• 6 1966 1981 8,177 8,763 Inter-American Development •••••••••••••.•• 8 1970 1986 10,000 / 8,779 Inter-American Development •••• •••• • •• • •••• 8 1973 1977 10,000 10,089 Chihuahua Paci.fie Rail Rc:silwa11 
1,946 1,620 214 Export-Import Bank •• • • .••• • •••• • ••••••••• 8 1974 1985 1,620 1,620 Export-Development Corp •.••••••••••• ••• ••• 6 1972 1979 826 214 Fedwal Toll Roa.ck and Bridgu and Relat.d 

Servicu 
62,500 37,680 World B&llk ................................ 6% 1962 .1982 30,500 16,885 World Bank .• •. •• •• • . •••••••••••• : •• •••• •• 5¥.i '1965 1986 32,000 21,795 National W arehoi.uru 
10,600 6,605 Export-Import Bank • ; • • .••••• • •• • ••• •• •••• 4 1960 19EO 10,600 6,605 Altoa H<>rnoa de Mhico, S.A. 
44,400 17,841 Export-Import Ban.le ••••• • • •. .••• • • • .• .• ••• 6% 1968 1978 16,900 3,893 EX]>\lrt-Import Bank •••••• • ••• • •••• •••••••• 6 1967 1980 27,600 18,948 Othera 

673,648 179,820 416,466 Export-Import Bank •• •• • ••• ••••••• ••• • •••• 6¥.i 1966 1979 66,600 7,319 E.'<port-Import Bank •••• . • • . • •• • •••••••••• • 6 1967 1977 6,700 643 Export-Import Bnnk •• • ••••• •• • •••• • • • ••• • • I) 1972 1977 60,000 42,222 6,065 Export-Import Bnnk ••••••••• • •••••••.••••• 6 1972 1982 2,297 7 2,289 Export-Import Bnnk •• • ••. • • ••••••• • • • • ••• • 6 lfJ73 1977 15,100 16,124 Expo~Im!krt Bank •. •• •••••. • •••••• •• •• • • 6 1973· 1978 45,000 1,979 42,1197 World Bnn .••.••..•..• . .• . .••••• . .• • .•••• 7% 1973 1D93 110,000 110,000 Export-Import Bnnk ••••••••• • •••• • ••••. • •• 6 1972 1982 6,683 6,654 Intcr-Amerlcnn Development BRnk • • .• • ••••• 2 1964 199•1 10,000 9,174 lnter-Americnn Development Bank ••. . ..••• . 6Y.a 1964 (3) 6,000 4,2911 6,702 Inter-Americnn. Development Bank •••••••••• 3 1968 1993 20,000 lli,909 Inter-Americnn Development Bank .• • .• • • ••• GY.a 1963 1978 4,900 1,861 Jnter-Amerlcnri Development Bnnk ••••• • • ••• 8 1971 1996 32,000 82,000 Inter-American Development Dank •••• ••• • •• 7 1971 1978 1,963 765 World Dank . . • • .... ••• • ••••••• •• • . •••••••• 6% 1969 1989 65,000 61,140 World Bnnk, .. . . , . . .. .. , .... , .. , . ..... .. . , . 7¥.i 1971 1991 76,000 78,720 World Dank •••••..•••• • •••••• . .•• •• • •••••• 7% 1972 1992 36,000 12,225 22,236 Istituto Mobil in. re Irollano •••.••••.• . •..•.•. 6 1967 1976 2,000 122 Ebasco Jndustriea ..• . .• .•• •.•• • •••• .. ••.••• 7 1968 1978 10,000 8,760 E:lepl)rt-Import Dank • .•. . . .• . . ••••• , •••. •• 8 1975 198ti 2,811 2,811 World Dnnk ..• • •••. .• ••..••••..•••. , .•••. 8¥.i 1975 1989 60,000 48,68•1 1,416 Export-Import Bank , . • •. • . ••.• . . .••• .•.. . • 8 1976 1980 2,694 2,694 Inter-American Development Bank .. . .. . ...• 8 1976 2001 80,000 30,000 Intel"-A merlcnn Development Bank . . .. ... . . . 8 1975 1991) 86,000 36,000 Total Guaranteed Exte?Tial Debt. •••••••• 
$2,484,491 $602,926 $1,681,125 (Equivnlent In Tl1ouaanda of Pcao1) •. • •• 

( 19.764,063) 
(1) Preliminary. 

(2) f~~v;;;,tona ol nmoun~ in foreign currencle11 are mnde nt the official rnto ol $1 = 12.50 pesos in effect nt December 
(3) ncvolvinit Crcdll 

(4) }fo~e ol l'}tcreet for each six monthl'I is calcutnted on tho Lasls of the U.S. prime rnto, plus n clifferentinl o! ii%. Thts rnte 1s updated CYCry six months. 

(6) Rnte of intcrcRt for ench six months is cnlculuted on the bnsis of tho U.S. prime rule, plus n dlfl'erentinl o! * %. This mte is updated every six months. 

(G) Ra~e ot irytcrcst !or each six months Is cnlculated on the bnslu or the U.S. prime ruto, plus n differential of ~~ <;'r . Th1R l":ite 1s updated every alx monthe. 

(7) Excl~des certal~ external debt obligations o! Nnclonnl F'innncicrn nnd the Nntionnl Bnnk of Public Work3 and 
Sel'\1ces for which tl:e Federnl Gove?Timent (or, in the CJtse of Nnclonnl Finnnclern, the Nation) ls responsible (.;ee "Public Financial Insti tutions" on page 67). 
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LEGAL OPINIONS 

The validity of the Bonds will be passed upon on behalf of Nafins~ by Dr. Adolfo Maldonado 
Cervantes, and· the validity of the Bonds will be passed upon for .the Managers by Messrs. 
Goodrich, Dalton, Little & Riquelme, Mexico City. In addition, ·the validity of the Bonds will 
also be passed upon on behalf of Nafinsa by Messrs. Sullivan & Cromwell, New York, New 
York, and will be passed upon on behalf of the Managers by Messrs. Shearman & Sterling, 
New York, New York. As to matters of Mexican law, Messrs. Sullivan & Cromwell and Messrs. 
Shearman & Sterling will rely upon the opinions of Dr. Adolfo Maldonado Cervantes ?.nd 
Messrs. Goodrich, Dalton, Little & Riquelme. All statements of Mexican law in this Prospectus 
have been passed upon by Dr. Adolfo Maldonado Cervantes and by Messrs. Goodrich, Dalton, 
Little & Riquelme, and are made upon their authority. 
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SUBSCRIPTION, UNDERWRITING AND SALE 

Credit Suisse White efeld Limited, Credit Commercial de France, Dresdner Bank 
Aktiengesellsch.aft, Hambros Bank Limited, Kredietbank S.A. Luxembourgeoise, Orion Bank 
Limited, Societ~ Generale, Swiss Bank Corporation (Overseas) Limited and Banco Internacion­
al, S.A. (the "::\fanagers") have, pursuant to a Subscription Agreement dated 16th June, 1976 
agreed with Ka5nsa, subject to the satisfaction of certain conditions, to subscribe or procure 
subscribers for the Bonds at the issue price set forth on lhe cover page of this Prospectus, 
plus accrued interest (if any) but Jess commissions (calculated on the principal amount of 
the Bonds) of % per cent. for management and % per cent. for underwriting and a Selling 
Group concession of 114 per cent. In addition Nafinsa has agreed to reimburse the Managers 
for certain of their expenses in connection with the issue of the Bonds. The Subscription 
Agreement entitles the Managers to terminate the Agreement in cl.!rtain circumstances prior 
to payment to Nafinsa. 

The Managers, on behalf of Nafinsa, have invited certain banks, brokers and dealers (the 
"SelJing Group") to subscribe the Bonds at the issue price set forth on the cover page of 
this Prospectus, plus accrued intetest (if any) bu t less the Sel1•1g Group concession of 1.1/.~ 
per cent. The members of the Selling Group may concede a re-allowance of 1/2 per cent. out of 
such concession to recognised securities dealers and a concession of up to 11/J. per cent. to certain 
associated companies of members of the Selling Group. 

The Managers, acting on behalf of Nnfinsa, have entered into Underwriting Agreements 
with, among others, the following Undenvriters: 

Austria 
Cred itanstnl t-Bankverei n 
Girozentrnle und Bank der Osterreichische11 

Sparkassen Aktiengesellschaft 
Oste1-reichische Liinderbnnk Akticngt~sell­

schnfl 

B uJ1 mn ns 
Bank Leu International Ltd. 
Hnndelsbnnk N. W. (Overseas) Limited 

Beloimn 
Banque Bruxelles Lambet·t S. A. 
Dewnay & Associes Internntionnl S. C. S. 
KrcdietLank N. V. 
Pcterbroeclc, vnn Cnmpenhout, Kempen S. A. 
Societe Gcnernle de Bnnque s. A. 

Denmark 
Den Danske Bunk AF 187 l Akli csels llnh 
J{jobenhavns Handelsbunk 

Fi11lct11d 
Bnnk of Helsinki Ltd. 
Union Bank of Finland Limited 

Fra,,nce 
Bunquc Arabe et Jntcrnnlionalc tl'l11vcslisse­

mcnt (B.A.l.I. ) 
Banque Burope.:nne de Tokyo 
Bnnquc Fran~ai se du C11mmcrcc Exturicur 
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Bnnque Frnn~aise de Depots et de Titres 
Banque de l'Indochine ct de Suez 
Banque Louis-Dreyfus 
13anquc Nntionalc cle Paris 
Banque de NcuClizc, Schlumberger, Mullet 
Banque de Paris ct des Pays-Bas 
Banque Rothschild 
Banque Wo1-ms 
Caisse Centrnle des Ranqucs Populai res 
Cnissc de Depots et Consignalions 
Credit lndust ricl ct Commercial 
C1·<!dit Lyonnnis 
Crc!clit tlu Nord 
Finacor 
Lazard Fri!rcs cl Cic. 
Morgan Stanley lnlcrnationnl 
Socictc ::5cquannise cle Banque 
Union <le Rant1ues At·nbes cl Fmn~nises­

U.D.A.F. 

r:vnmmy 
flnycrischc 1 [ypothekcn-und Wechsel-B:\llk 
Bnycl'i~chc f.nmlcsl>nnk Girozentrnle 
Hcl'lincr IIanclels-und Frnnk!urtcr l3ank 
Com111c1·zba11k Aktien~~miellschnft 
l)eul~che Bank Aktieng·es<-'!lschaft 
D<lut~chc C 1rozentrulc-Dc>,1tsche 

J(ommur ttllmnk 
Ell'. ... ,..tc11b11nk-\Vat·bu1·g A ktiengesellschnf t 
l lcssi:,r.l1e Lnndcsbnnk-Gil'ozentrnlo 



Merck, Finck & Co. 
B. Metzler Seel. Sohn & Co. • 
Norddeutsche Landesbank Girozentrale · 
Sal. Oppenheim jr. & Cie. 
Trinkaus & Burkhardt 
Vereins-und Westbank Aktiengese11schaf t 
Westdeutsche Landesbank Girozentrale 

HonoKono 
Trident International Finance Ltd. 

Italy 
Banca Commerciale Italiana 
Banca Nazionale del Lavoro 
Banco di Roma 
Capitalfin Internazional S.p.A. 
Compagnia Finanzialia e lntennobiliare 

S.p.A. 
lnst ituto Bancario San Paolo di Torino 

Kuwait 
Alahli Bank of Kuwait K.S.C. 
Kuwait F inancial Centre S.A. K. 
Kuwait International Finance Company 

S.A.K. "KIFCO" 
The National Bank of Kuwait S.A. K. 

Luxcmboitro 
Banque Generate du Luxembourg S.A. 
Banque Internationale a Luxembourg S.A. 
Banque Populnirc Suisse S. A. Luxembourg 
Cnmpagnie de Banque ct d'lnvestissements 

(Underwriters) S.A. 

N et.herlands 
Algcmene Bank Neclel'land N.V. 
Amsterdam-Rotterdam Bank N.V. 
Bank Mees & Hope NV 
H. Albert de Dary & Co. N.V. 
Pierson, Heldrini; & P ierson N.V. 

Nethe>"lcrnds Antilles 
F.. F. H utton & Co. N.V. 

Norway 
An<lrcscns Bank A/S 
Bergen Bnnk 
Christinnin Bank og Kredittrnsse 
Den norskc Crcditlmnk 
Fcllesbirnken A/S 

Panamu. 
Trade Development Dunk Oversel!s lnc., 
P~mmna 

Sweden 
Posl-och Krc:dictbnnl«m, PKb1111lccn 
Slrn.nclinuvislm Enskild., Bn11kc11 
Svcnslrn ll:mdclsbnnkcn 

Switzer/a 11d 
I3anca <lcl Golblt'do 
Clnridon Dank 
Nordf\nanz-'Bnnk ZUl'ich 

Unitf!d Overseas Bank 
J. Vontobel & Co. 

United Kinqdom 
A. E . Ames & Co. Limited 
The Arab & Morgan Grenfell Finance 

Company Limiled 
Julius Baer International Limited 

· Bank of America International 
Bankers Trust International Limited 
Baring Brothers & Co., Limited 
Cazenove & Co. 
Chase Manhattan Limited 
Citicorp International Bank Limited 
County Bank Limited 
Daiwa (Europe) N. V. 
DH!on, Read Overseas Corporation 
European Banking Comp~n~ Limited 
First Boston (Europe) L1m1ted 
Robert Fleming & Co. Limited 
Antony Gibbs Holdings Ltd. 
Goldman Sachs International Corp. 
Greenshields Incorporated . 
IBJ International Limited 
Kidder, Peabody International Limited 
Kleinwort, Benson Limited 
Lazard Brothers & Co., Limited 
Lloyds Bank International Limited . 
London Multinational Bank (Underwnters) 

Limited 
Manufacturers Hanover Limited 
Smnuel Montagn & Co. Limited 
Morgan G rcnfcll & Co. Limi~ed 

. Nesbitt, Thomson Limited 
The Nikko Securities Co., (Europe) Ltd. 
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Nomuru Europe N. V. 
Nordic Bank Limited 
N. M. Rothschild & Sons Limited 
Salomon Brothers fotcrnational Limited 
Scnndinnvinn Bnnk Limited 
J. llcnry Schroder Wngg & Co. Limited 
Shields Modol Roland Incorporaled 
Strauss, Turnbull & Co. 
Sumitomo White Wold Limited 
Union Bnnk of Switzcrlnnd (Securities) 

LimitECl 
S. G. Warburg & Co. Ltd. 
Will in.ms, Glyn & Co. 
'V.'oocl Gundy Limited 
Ynmnichi Internnlionnl (Europe) Limited 

U?titi d States 
Arnhold & S. Bleichroeder, Jnc. 
Blyth Enstmnn Dillon & Co. Inlernulionnl 

Limited 
Kuhn, Loeb & Co. Tntcrnntionnl 
Merrill Lynch Jnternnlionnl & Co. 
Smith nnmey, llnrris Uphnm & Co. 

I ncorporn led 
Warburg Pnribus Becker Inc. 
White, Weld & Co. Jncorporntcd 



The Bonds have not been registered under the Securities Act of 1933 of the United States 
of America and may not be pffered, sold or delivered directly or indirectly in the United Stat.:s 
(which term includes the territories, possessions and all areas subject to the jurisdiction of the 
United States of America) or to nationals or residents thereof as part of the distribution of the 
Bonds. Any reoffers and resales of Bonds in the United States or to nationals or residents 
thereof after distribution of the Bonds has been completed must be made in compliance with 
the registration requirements of the Securities Act of 1933 or pursuant to an exemption there­
from; and the availability of any such exemption would depend upon the facts and circum­
stances t?xisting at the time of such reolTers and resales. 

The Mar.agers have represented and agreed that in connection with the distribution of the 
Bonds, except for offers or sales to Underwriters and to recognised securities dealers who 
agree and represent that they are subscribing for distribution in conformity with these pro­
visions, they have not offered or sold and will not offer, sell or deliver any Bonds directly or 
indirectly in the United States or to nationals or residents thereof. Each Underwriter and 
member< f the Selling Group has, in its agreement with the Managers, (a) repre.sented that it 
is subscribing the Bonds as principal and has not offered or sold, directly or ind!:red1y, any of 
the Bonds iu the United States or to nationals or residents thereof, (b) agreed 1:hat it will not 
offer, sell or deliver, directly or indirectly, any of the Bonds in the United States !'lr to nationals 
or residents thereof, and, in the case of a United States dealer, that it will sell the Bonds 
within 90 days after subscription, and (c} agreed that it will deliver to any dealer to whom it 
sells nny of the Bonds a confirmation containing substantially the same provisions. The Man" 
agers ha·1e further undertaken that each Underwriter or securities dealer who subscribes Bonds 
will ngree that prior to 31st December, 1976 it will not, as principal or agent, offer, sell or 
deliver, directly or indirectly, in the United States or to nationals or residents thereof any of the 
Bonds, however acquired by it. However, offers or sa)c.q of Bonds may be made on certain con­
ditions to persons outside the United States who are not nationals or residents thereof through 
United Stntes agents or ficlucial'ies. 

The Unclenvriters smd members of lhc Selling Group hnvc also ngreed with the Managers 
that they will not within Grcnt Britain offer or sell nny Bonds to any person other than to 
prrsons whose ordinary business it is to buy ot· sell ~rcurities, whether as principals or agents . . 
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ADDITIONAL INFORMATION 

. 
1. The listing on The Stock Exchange will be expressed in dollars t ..xcluding accrued 

interest) . Tran.sactions on The Stock Exchange will normally be effected f t" settlement in that 
currency and for deliYerr of ·Bonds on the fifth working day after the f.c:1.t~ of the transaction. 
Dealings in the Bond::; a re expected to commence on 17th June, 1976, for deferred settlement on 
9th ,Tuly, 1976. The brokers to the issue are Cazenove & Co. and Strauss Turnbull & Co. 

2. The Bank of England has given all necessary pennissions m:1der the Exchange Con­
trol Act, 1947, in connection with the issue and underwriting of the Bonds. The Bonds will, 
for United Kingdom Exchange Control purposes, be foreign currency securities as defined in 

Exchange Control Notice E .C.7 (Secot\d Issue) as amended. 

3. To the best of the knowledge of the Directors of Nafi.nsa, no litigation of material 

importance is penditig or threatened against it. 

4: Other than as described herein, no contracts have within the last two years been 
entered into by Nafinsa which are material in the context of the issue of the Bonds. 

5. Mancera Hermanos y Cia., S.C., and Goodrich, Dalton, Little & Riquelme have given 
and not withdrawn their written consents to the issue of this Prospectus including a copy of 
their opinions in the form and context in which they are included. 

6. Copies of the following documents may be inspected at the offices of Linklaters & 
Paines, Barrington House, 59-67, Gresham Street, London, E .C.2 during usual business hours 
for a period of 14 days from the date of this Prospectus:-

(i) a certified translation of the Organic Law of Nafinsa; 

(ii) the English text of the audited financial stat~ments of Nafinsa for the five years 

ended June 30, 1975; 

(iii) a draft (subject to modification) of the Fiscal Agency Agreement and a specimen 

Bond; 

(iv) the Subscription Agreement; nnd 
(v) the opinions and written consents of Mancera Hernumos y Cia., S.C., and Goodrich, 

Dalton, Little & Riquelme. 

7. '!'he information set forth herein under the caption "MEXICO'' has been provided to 
Nnfimm by the Ministry of Finnnce and Public Credit of the Federal Government of Mexico. 

8. Copies of Nnfinsa's Organic Law and audited annual reports will be available to the 
Bondholders ao long us any Bonds nrc outstanding at the offices of the Fiscal Agent and of each 

of the Paying As·cncies. 
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