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Foreword

The team of contributors assembled by the editor, Brian Terry, is represen-
tative of the wealth of talent and experience in London’s financial institutions.
Competition between banks is considerable and they, therefore, require their
staff to be able to respond to the demands placed on them. Knowledge and
experience are, accordingly, at a premium and, whilst self improvement
through job experience will always be necessary, study will continue to be a
prerequisite to a successful career.

The Chartered Institute of Bankers is to be applauded for introducing the
new examination subject “International Finance and Investment” in 1985/86
(subsequently changed to “Multinational Corporate Finance”). This text-
book, unique of its kind inasmuch as it covers comprehensively a breadth of
subjects not previously attempted in one publication, will be invaluable to
students. It will, additionally, prove to be a very useful reference book to
many bankers who have already completed their Banking Examinations but
who need to keep abreast of a quickly changing scene.

Banking is one of the oldest and most traditional of industries and any
banker who neglects the established, basic principles will do so at his or her
cost. However, banking is also one of the most innovative of industries and
this book exemplifies each of these facets.

Principles of lending, exposure management, specialised financial pack-
ages and capital markets are all part of the armoury of today’s commercial or
investment banker. Young people entering the industry are, indeed, fortunate
that such an interesting and challenging career is ahead of them. They are
doubly fortunate that this book is now available to guide them through their
formative years and help equip them to become effective decision makers in
the years to come.

J W Melbourn, FCIB

Chief Executive

Corporate and Enstitutional Banking
National Westminster Bank PLC
1986
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Editor’s Preface to the
First Edition

Recognising that many young bankers entering the industry in the 1980s and
thereafter would have a career centred on international, rather than domestic,
banking The Chartered Institute of Bankers introduced the “International
Banking Diploma” as an alternative qualification to the “Banking Diploma”
in 1985. One of the new subjects was “International Finance and Investment”
with the first examination being held in April 1986. Study was through a pilot
scheme available at the City of London Polytechnic. However, with the very
broad syllabus on a range of subjects some of which were relatively new,
students had to resort to a plethora of textbooks in order to augment the
teaching. Indeed, in many cases, textbooks were not available and the best
sources of information were the current issues of specialist journals.

As the Chief Examiner for this subject I arranged with The Chartered
Institute of Bankers to gather together a selection of experts operating in the
City of London and ask them to contribute a chapter, or a number of chapters,
on their specialist subjects. This book is the result. Throughout I have had
extensive assistance from the officials at the Institute but notably the late Don
Fiddes, Robert Rendel, Cindy Dahlin and Alexander Moffatt. My own
secretary, Sue Priest, has given me invaluable support. Without the broad
experience I have gained with my employers, National Westminster Bank,
and the facilities I have been able to use there, I could not have made my
contribution to the book.

The book is presented in a style and form which should complement study
at classes run by teaching institutions. Alternatively, it will give a structure
to students who study on their own. The depth of each subject covered is,
necessarily, not definitive. Indeed, each chapter covers a topic which, initself,
merits its own textbook. The objective, therefore, has been to present each
subject so that the reader’s knowledge is elevated to that of an experienced,
practising banker without aspiring to impart knowledge required by an expert
or specialist. Undoubtedly, however, knowledge gained from this book will
enable individuals to progress to more intensive study of any of the subjects.
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Itis also expected that the book will appeal to mid-career bankers who need
to improve their understanding of financial practices not within their current
sphere of activity or experience and others who are not active in the practice
of international finance and investment.

As editor 1 do owe an immense debt of gratitude to all the contributors.
They were all carefully chosen for their knowledge, expertise and personal
standing in the very demanding international financial markets. I am de-
lighted to be associated with such people and the high quality work which they
have produced for me. 1 also wish to express my thanks to my many
colleagues in National Westminster Bank who have given me the benefit of
their knowledge and advice.

B J TERRY, FCIB

Chief Examiner, International Finance & Investment,
The Chartered Institute of Bankers
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Editor’s Preface to the
Second Edition

This second edition is being published firstly, because of the success of the
firstedition, and secondly, because of the events over the past two years which
required some of the contents to be updated.

Recently, The Chartered Institute of Bankers has revised its examination
structure which has meant that the title of the examination will change as from
September 1990 (hence the added sub-title for the book) although there will
not be any major changes in the syllabus of this examination subject.

I have, therefore, ensured that changes in the law and/or practice have been
incorporated whilst retaining the basic structure of chapters from the first
edition.

Wherever possible, the original contributors have updated their chapters
but, in some cases, the revision has had to be undertaken by a different
specialist than the original author. To all of these people I wish to express my
grateful thanks for their help and for maintaining the high level of expertise
set by the original publication. Uschi Gubser of The Chartered Institute of
Bankers, and Martha Ross, my proof reader, have also displayed the highest
degree of professionalism in the publication of this book and I am indebted
to them both.

This also gives me the opportunity to thank the many readers who have
been kind enough to make complimentary remarks on the first edition of this
book. I hope many more readers will be able to enhance their knowledge of
this fascinating subject by studying this second edition.

B J TERRY, FCIB

Chief Examiner, Multinational Corporate Banking,
Finance and Investment,

The Chartered Institute of Bankers
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Editor’s Preface to the
Third Edition

Inevitably, the many changes we have seen in the inter-relationship between
banks and their multinational corporate clients, overlaid with the effects of a
worldwide recession followed by a period of low inflation and low interest
rates, have obliged me to continue the process of updating this textbook.

Controlling and monitoring bank lending (receiving heightened attention
following a period of provisions and write-offs of bad debts) has meant that
are-write of Chapter 3 was necessary. Derivatives and hedging strategies are
becoming more extensive and, in some cases, more complicated so the
chapters covering these subjects have received special attention. Hopefully,
we shall see less need to reschedule sovereign debt so the previous Chapter
13 has been merged with that covering Country Risk Assessment. Similarly,
activity in RUF’s, NIF’s etc. and Auction Rate Preferred Stock is much
reduced and these subjects no longer merit the coverage previously accorded
to them.

None of the above means that the book has become any smaller, however, as
I consider it vital to cover as wide a range of commercial and investment
banking services as possible.

I again warmly thank all the contributors for sharing their expertise, Uschi
Gubser of the Chartered Institute of Bankers, Martha Ross my proof reader
and Jenny Lippett my secretary as without their help I would not have been
able to maintain the high standards of content and production of the book.

B. J. Terry FCIB
Chief Examiner, Multinational Corporate Finance
The Chartered Institute of Bankers

N.B. During the course of publication the name of the European Com-
munity (EC)has been changed to the European Union (EU). References to the
EC should, therefore, be interpreted as referring to the EU.
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Contributors
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Graham Allatt obtained a first class honours degree in Natural Science at
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of the Investment Banking Support Group.
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