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The Board of Governors unanimously approved the European Invest-
ment Bank’s 1988 Annual Report and balance sheet at the annual
meeting in Luxembourg on 19 June 1989. The Board, which consists
of a Government Minister, usually the Minister of Finance, from
each of the European Community Member States, was chaired by
the Governor for Spain, Carlos Solchaga Catalan, Minister for
Economic and Financial Affairs, in the absence of the chairman, the
Governor for Greece, Panayotis Roumeliotis, Minister for National

Economy (').

EIB President, Ernst-Giinther Broder, as chairman of the Board of Di-
rectors, presented the annual report to the Governors. His introduc-
tory statement is reproduced hereafter.

The Governors congratulated the
Directors, Management Committee
and staff for their conduct of the
EIB's affairs in 1988. A 30% in-
crease in its lending activities was
recorded during the year. The bal-
ance sheet at the end of 1988 stood
at ECU 49.1 billion (ECU 42.9 billion
end-1987).

Reviewing the EIB’s activities, the
Governors commented on the
growth in the Bank’s operations as
reflecting its positive response to
European Community objectives
and the increased flexibility of its fi-
nancial product. This growth had
been healthy both in quantitative
and qualitative terms.

The Board expressed its appreci-
ation of the Bank's professional ap-
proach as a long-term project finan-
cing institution. The Bank had the
experience and competence to en-
sure the quality and viability of the
investment it supported.

(') Chairmanship of the Board of Governors,
which rotates annually according to the
alphabetical order of Member States, is
taken over by the Governor for Spain as
from 20 June 1989 until the end of the day
of the annual meeting in 1990.

The Governors again emphasised
that furthering regional develop-
ment to strengthen social and
economic cohesion should continue
to be the prime target for the EIB's
lending. They welcomed its cooper-
ation with the Community’s struc-
tural funds to ensure an appropriate
mix of loans and grants in support
of economic development in the
less favoured regions. The most ef-
fective combination of loans and
grants should be determined by the
revenue generating capacity of pro-
jects, in order to realise a maximum
of viable investment in these
regions.

The Governors called on the Bank
to play a more direct role in initi-
ating and encouraging projects of
European interest, and expressed
their satisfaction with the EIB's in-
creased support for Community in-
frastructure projects, environmental
protection, the strengthening of in-
dustrial competitiveness and, in
particular, investment by small and
medium-sized ventures.

They stressed the importance of the
EIB’s excellent access to the capital
markets and its activity as the lar-
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In brief ...

While the EIB’s annual meeting is a
low-key media event, it is of deci-
sive importance for the orientation
of the Bank’s work. As representa-
tives of the EIB’s shareholders, the
Governors review its past activity
and consider future perspectives
(see leading article). At this year's
meeting they expressed their satis-
faction with the Bank's effective-
ness as a financial intermediary in
mobilising capital market funds in
support of the Community’s econ-
omic integration. The parameters
for the EIB’s activities are set by its
task to support Community objec-
tives and, as a borrower and lender,
by market forces.

The EIB, as a major project finan-
cing institution, can be expected to
continue to play a part in helping to
realise key projects needed to meet
the challenges of “1992"" and estab-
lishment of a single European mar-
ket. Essential in the creation of a
single market is investment in ade-
quate transportation and telecom-
munications to allow the efficient
movement of goods and services
(see page 7).

While the EIB’s operations are
mostly concentrated within the EEC
it has also built up considerable
financing experience within the
framework of the Community’s de-
velopment aid policy. Outside the
Community, under the Lomé Con-
vention, the EIB finances industrial
projects aimed at strengthening
economic growth (see page 5).

To encourage the study of invest-
ment and finance, the Bank awards
every two years the EIB prize of
ECU 10000 (see page 8).
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The 1989 EIB Prize goes to Mrs Angelien Kemna for her thesis ‘Options in
Real and Financial Markets’. On 10 July, during a ceremony with the Bank’s
Management Committee, the Prize was presented to Mrs Kemna (centre)
by EIB President Ernst-Giinther Broder (left) and Lord Roll of Ipsden (right),
chairman of the London based bank S.G. Warburg & Co. Ltd. and chairman
of the EIB Prize Jury. Mrs Kemna obtained her doctorate at Erasmus Uni-
versity, Rotterdam, in 1988.

In her thesis, Mrs Kemna presents an overview of the theory of option pri-
cing to evaluate its applicability. She then proceeds to analyse, both theo-
retically and empirically, three areas of option pricing: traded American
call options on the European Options Exchange in Amsterdam, financial
options in a commodity-indexed bond issued by a Netherlands investment
company and real options in capital investment decisions encountered by a
multinational petroleum company.

The jury report commends ‘Options in Real and Financial Markets’ as an
excellent combination of theory and empirical verification. The author de-
monstrates knowledge of the literature and presents the results of her
comparison and analysis of the theoretical models clearly and concisely.
During the presentation ceremony Mr Bréder, underlining the conclusions
of the jury, said that Mrs Kemna's thesis makes an important contribution
to understanding the pricing and application of options, one of the most
significant developments of financial innovation in recent years.

The EIB Prize, consisting of 10 000 ECUs and a diploma, was instituted on
the occasion of the 25th anniversary of the European Investment Bank in
1983 to promote the study of topics related to investment and finance at
academic institutions in the European Community. The prize is awarded bi-
ennially and was first conferred in 1985. It will be awarded again in 1991.
The jury of the EIB Prize consists of Lord Roll, chairman, and Professors
Beniamino Andreatta (University of Bologna), Arnold Heertje (University of
Amsterdam), Jacques Lesourne (Conservatoire National des Arts et Mé-
tiers, Paris), Michael MacCormac (Professor emeritus, University College
Dublin) and Wilhelm Hankel (Johann Wolfgang Goethe University, Frank-
furt).
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Below are the ECU’s values in national
currencies, as at 30 June 1989 ; these
rates are applied to the third quarter in

preparing financial statements and
operational statistics of the Bank:
DEM 2.06770 BEF 43.2974
GBP 0.683449 LUF 43.2974
FRF 7.02120 DKK 8.04631
ITL 1495.95 GRD 178.135
NLG 2.33055 IEP 0.777479
ESP 131.581 PTE 173.147
uUsb 1.05900

EIB-Information is published periodi-
cally by the European Investment
Bank in nine different languages
Danish, Dutch, English, French,
erman, Greek, Italian, Portuguese
and Spanish).

Material which appears in E/B-
Information may be freely reproduced ;
an acknowledgement would be appre-
ciated and also a clipping of any article
published.
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