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J.P. Mrgan Ends

Sout h AfriccTADR

Processi ng Work

By FRED R BLEAKLEY

Staff Reporter of THE WALL STREET JOURNAL

N EW YORK-J.P. Mdrgan & Co. said it

will no longer serve as a conduit for Amer-
icans to own shares in South African com

pani es, apparently in reaction to objections

i fromsone states and nunicipalities that

use the banki ng conpany as a bond un-

derwiter.

The deci sion to cease processing Aneri -

can Depository Receipts for several dozen

South African conpanies came after the

Massachusetts state governnent notified

J .P. Morgan that it was del aying nanming a

Morgan subsidiary as an underwriter of its

bonds pendi ng an eval uati on of the bank’s

ADR rol e.

- Massachusetts had been reacting to a

report earlier this nonth by the Amal ga-

mated C othing and Textil e Wrkers Union

that J.P. Morgan’s service, as related to

South African conpanies, was not in keep-

ing with the us. governnent’s anti-apart-

hei d st and.

Morgan's decision clears the way for it

to be considered as one of the 26 co- nanag-

ing underwiters being chosen for $2 billion

or nore of Massachusetts state bonds over

the next two years. said Eric Turner, the
state’s deputy treasurer for debt manage-

ment .

"It appears that any lingering concerns

related to South African invol venent have

ended, " he said. A decision on adding Mrv

gan. which M. Turner said had nade an

[tinmpressive" presentation with its financ-

ing ideas. is expected to be made within

the next few days.

Morgan’s wi thhdrawal from South Afri-

can conpany ADRs. "means we nade our

case effectively," said Byron Rushing, a

Massachusetts state | egislator who urged

Treasurer Joseph Malone to |ook. into the

union’s report. Boston City Council nem

ber David Scondras asked the same of his

city’'s treasurer.

Establ i shed by The American Committee on Africa.

ADRs are issued by American banks

and traded in the United States as proxies
for shares in foreign conpani es. The banks
keep the records of ADR hol ders and pro-
cess dividend paynents. J.P. Mrgan is

the largest distributor and processor of
ADRs and most likely will sell or transfer
its South African ADR business to another
bank. Over the past ten years, the bank

has served as seni or manager or coman-

ager on 61 deals that raised $3.6 billion for
Massachusetts rmunici pal issuers, accord-
ing to a recent report in the Bond Buyer, a
financi al newspaper.

Morgani s action is not likely to have
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any inpact on South Africa’s econony, es-
pecially since the ADR activity did not re-
late to any current capital raising efforts.
In announcing Friday it would stop proc-
essing ADRs for South African conpani es.
J.P. Mrgan said the ADRs represent

shares that existed before America’'s 1986
South Africa sanctions and that |tWe be-
lieve they do not facilitate new i nvest nent
in South Africa or in any way support
apartheid." Nonetheless, "In deference to
sincere and strongly held views." it said it
was withdrawing fromthe South African
portion of its ADR business.

Ironically, Mrgan' s decision cones at

a tinme when overall criticismof apartheid
seens to be easing as South Africa is nov-
ing to liberalize its racial policies. A Mr-
gan spokesman. John Morris, confirned

that continuing processing ADRs for South
Africa could have hurt the bank’s nunici-
pal underwiting business. Mrgan was

one of a few banks that received expanded
underwriting powers fromthe Federal Re-
serve. t'"Alot of nmunicipalities put in grids
of what will make an acceptabl e un-
derwiter," he said when asked if Morgan
had received inquiries and objections to its
South African ADR rol e.

Security Paci hc Corp. had stopped
processi ng ADRs for South African conpa-
nies last year in reaction to objections. but
a nunber of other |eading banks such as
Citicorp's Ctibank unit remain in the busi-
ness. A Citibank spokesnman sai d Friday

the bank processes ADRs for a handfu

of South Africa compani es and "W j ust

don't believe it bolsters apartheid in any
way." A spokesman for Bank of New York

Cof s Bank of New York unit, which is one

of the nbst active processors 0; ADRs,

was not _avail able for conment. -



