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Update #22 

contracted to supply 
turbine~s=-:=o=r=--""==e-----,,:,=e~s=---rra,-c-,c-=,~=-----a~~~1-=-=1n·e confirmed that the 
rotors substituted by would be priced sub-
stantially higher tha,-'r-,....,-,:.--,----.-.,--,...,,.,..rn--=--=-r1d make the contract 
unprofitable to pursue. The firm also confirmed a delay in 
pipeline construction of two years and probably longer if G . E. 
is unable to export the rotor kits needed for V-frame turbine 
construction (Tab A). (C) 

-- There are confirmed delays of up to 1 month in the 
unloading of grain shipments to the USSR due to unavailability 
of railway cars and port storage (Tab B). (S) 

at $3.2 
banks. 
surplus 
billion 

Poland has interest payments due in 1982 estimated 
billion of which about two-thirds is due to conunercial 
Polish officials estimate a $1 billion current account 
in 1982 with a financing gap of .approximately $10 
(Tab C). (C) 

At a meeting of the U.S. National Coordinating Committee 
(NCC) on the Poiish debt, the Polish trade figures and ·debt 
figumswere reviewed and a projected .financing gap of about 
$10 billion was confirmed. U.S. banks will probably be rolling 
unpaid Polish maturities every three months rather than the 
previous six months (Tab D). (C) 

-- Moscow Narodny Bank (MNB),London,.has encountered 
"insuperable resistance" t~ raising a $500 million syndicated 
credit to finance sugar imports. Initial efforts only yielded 
$280 million, with substantial Western bank resistance on terms 
and conditions (Tab E). (S) 
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The National Bank of Hungary is approaching senior levels 
of u~s. commercial banks to raise a $300-400 million .balance-of­
payment syndicate. Prospects for success are viewed as reasonably 
good (Tab F ) • · · ( C } 

-- Soviet industrial output statistics confirm that 1982 
will. be a difficult year for the Soviet economy. The only sig­
nificant successes are natural gas, herbicides and .pesticides, 
and agribusiness-related equipment (Tab G). (C) · 

-- The Soviet . Wozchod bank, Zurich, has approached a U.S. 
banker proposing the possible direct sale of Soviet gold to 
the U.S. Distressed by the tendency of Swiss bank ."leaks" on gold 
sales that depress prices, the Soviets wish to sell directly 
to ·industrial users, particularly the jewelry industry (Tab H). 
{C) . 

-- The Hungarian .model of economic reform .is being actively 
considered in Prague as a future possibility. A high ranking 
Czech official claimed only 80% of economic targets were met 
in the first quarter of 1982 and that bor.rowing ·from Western 
banks had ceased (Tab .I). (S) 

~- Poland has requested an extension of an April 30 deadline 
to May 17· to provide the eqonomic information package .required 
under the terms of the 1981 rescheduling agreement;.. •. Agreement 
on extension was . reached among the · banks ( Tab J) • ( c) · 

-- Speaking at Finland at a Fenno-Soviet Trade Seminar, 
a senior Soviet planner frankly painted a .bleak picture of the 
Soviet economy. He highlighted the major "external factors" 
over which the planners had no control as being economic support 
for Poland, high defense spending, depleti.on of accessible 
natural resources • and. poor weather. Nautral gas was described 
as the only "bright spot." One-half -of the average .family's 
income is spent on food and one".""third of this .amount on alcohol 
and tobacco (Tab K). (S) 

-- The Chairman of Moscow Narodny Bank (MNB), London, in 
early April implemented a new policy of closely monitoring 

· U.S. commercial bank deposits (placements) with MNB with the 
.intention of restricting MNB deposits with U.S. banks to 75% 
of their placements and with longe r matur i t ies . My c omme nt: 
This move is presumably to protect against offset. (Tab L). (S) 

-- Moscow is reportedly less enthusiastic about gold "swap" 
arrangements because as the gold price rises,. the terms would 
be less favorable and shipping Soviet gold overseas is an un­
popular decision (Tab M). (S) 
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-- The Soviets have approached the President of the Swiss 
National Bank for assistance · in arranging a BIS loan and agreed 
to provide at least some of .the sensitive financial data which 
is a precondition to receiving such a credit. The Soviets were 

. informed that BIS can do nothing for them, not even a loan 
co.llateralized with Soviet gold (Tab . N). (-S) 

-- West Europen central banks have imposed some conditions 
on the "standby facility" being arranged · for · Hungary by the BIS. 
The amount •of the credit will range belween $200-400 million 
and carries .conditions that Hungary achieve a cu~rent account 
balance in 198_2 and continue the economic reforms (Tab O.). (C) 

-- Some 20-30 Polish firms have applied for status as 
autonomous enterprises. The limited number of applications 
is due to lack of marketing and negotiating skills connected 
with foreign trade. Another· devaluation of the zloty is 
expected with the new exchange rate .to be abo.ut 110 to 120 
zlotys to the dollar (Tab P). (S) 

-- Romanian agricultural and industrial production figures 
in 1981 were considerably below those officially ·published 
· ( Tab Q) • . ( S ) 

-:-- Production stoppages and other economic difficulties 
may occur by the fourth quarter of ·1982 in Yugoslavia in an 
e£fort to keep the current account deficit for 1982 at $500 
million (Tab R). (C) 

-- A senior Soviet banking officia~ I Zurich 
has lost its preeminent position as the Soviet center for market 25X1 
intelligence and gold trading (Tab S). (S) 

-- A contract for compressor equipment valued at $150 
million will be awarded in July or August _for the branch of 
West Siberian pipeline scheduled to deliver gas to Italy (Tab T). 
(C) . 

-- A U.S. subsidiary of the West German firm Ruhrkohl has 
been seeking export credits from U.S . . banks for coal sales to 
Romania and Yugoslavia. No credits were made available for 
Romania. The shipments are replacing the Polish shipments 
·(Tab U}. (C) 

-- Romania is increasingly not · paying Japanese suppliers 
and jeopardizing continued shipments of sheet nickel · and other 
important .commodities (Tab VJ. (S) 

-- The International . Economic and ·Enerc~y WeeklX ·reports~ 
"A tightening of the world beef market is likely to hinder 
Soviet efforts to cover its import needs ..... The USSR's · 
attempts to -seek other sources of supply will be difficult 
due to the Falkland Islands' crisis. Since the EC placed trade 
restrictions against Buenos Aires, non-Argentine beef has 
commanded a, premium." 
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-- The entire Polish chemical industry is threafened by a 
shortage of hydrochloric acid (Tab W) · '-I _______ _ 25X1 

cc: Tom Reed 
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Paula Dobriansky 
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1. (loll) SUMMARY: APRIL 1982 SOVIET INDUSTRIAL OUTPUT 
STAT I ST I CS CONF IRM THE TREND BEGUN IN THE FIRST QUARTER 
ANO INDICATE THAT 1982 I/ILL BE A DIFFICULT YEAR FOR THE 
SOVIET ECONOMY. OVER HALF -- 27 OF 48 -- CATEGORIES 
LISTED SHOii STAGNANT PRODUCTION OR DECLINES FROM 
LEVELS ACHIEVED IN THE FIRST FOUR MONTHS OF 1981 . 
ACCORDING TO THE MAY 12 EKONOMICHESKAYA GAZETA (NO. 20) 
OUTPUT FOR JANUARY - APRIL 1982 INCREASED 2.1 PERCENT 
AND LABOR PRODUCTIVITY ROSE 1.5 PERCENT OVER THE SAME 
PERIOD LAST YEAR . THE SE TOTALS ARE THE LOI/EST SINCE 

1/0RL D I/AR 11 AND ARE I/El L BEL 011 198 2 PL AN TAR GETS OF 
4. 7 PERCENT AND 4.2 PERCENT, RESPECTIVELY AND BELO\/ 

1981 GROIITH FOR THE SAME PERIOD 1/HICH I/AS 3. 1 
PERCENT ANO 2. 3 PERCENT, RESPECTIVELY , SER I OUS 
SHORTFALLS CONTINUE IN SUCH CRUCIAL SECTORS AS IRON 
AND STEEL, LOCOMOTIVES AND FREIGHT CARS, AUTOMOBILES 
AND TRUCKS, CEMENT, KNITIIEAR, FOOTIIEAR, MEAT, AND 
ANIMAL AND VEGETABLE FATS AND OILS. THE ONLY SIGNIFICANT 
SUCCESSES ARE NATURAL GAS, HERBICIDES AND PESTICIDES 
4NO CHEHi CAl, AGRICULTURAL AND RELATED EQYift!ENT ENQ 
SUMMARY. 

2. O,-Ol)) ENERGY: EVERY SECTOR IN SOVIET ENERGY PRODUCT I ON 
TURNED IN POSITIVE RESULTS IN APRIL . NATURAL GAS OUTPUT 

ROSE 6. 8 PERCENT IN APRIL OVER APRIL 1981 FOR A CUMULA­
TIVE TOTAL IN 1982 OF 7. 1 PERCENT ABOVE LAST YEAR ; 
ELECTRICITY IN APRIL I/AS 0. 9 PERCENT ABOVE APRIL 1981. 
OIL PRODUCTION I/AS S.6 PERCENT OVER LEVELS ACHIEVED 
IN APRIL 1981, BUT THE TOTAL FOR JANUARY-APRIL 1982 IS 
IDENTICAL TO THAT ACHIEVED IN 1981. EVEN COAL OUTPUT 
I/AS UP FDR THE MONTH AND THE FIRST FOUR MONTHS, I NO I CAT I NG 
THAT THE CONSISTENT DECLINES IN COAL PRODUCTION RECORDED 
SINCE 1978 HAVE AT LAST BEEN HALTED. 

3. (LJ)llr'HEAVY INDUSTRY: SER I OUS SHORTFALLS CONT I NUE TD 
EXIST IN SOVIET OUTPUT OF INDUSTRIAL PRODUCER GOODS 
AND INCLUDE SUCH CRUCIAL ITEMS AS STEEL (D01/N 3.1 PERCENT), 
ROLLED STEEL (001/N 2. 5 PERCENT) STEEL PIPE (D01/N 1. 7 
PERCENT), ELECTRIC MOTORS (D01/N 2. 8 PERCENT), DIESEL AND 
ELECTRIC LOCOMOTIVES (D01/N 4. 8 PERCENT AND 3. 3 PERCENT, 
RESPECT IVEL Yl, RAIL ROAD CARS (D01/N 6. 4 PERCENT! AND 
CEMENT (D01/N 7. 1 PERCENT); I RON ORE PRODUCT I ON, 1/H I CH 
HAS USUALLY BEEN LISTED IN THE MONTHLY OUTPUT REPORTS, 
I/AS OMITTED FROM THE STATISTICS THIS MONTH, AS I/ERE 
SULFURIC ACID, CAUSTIC SODA, TIRES AND OIL EQUIPMENT . 
THE SOVIETS CAN, HDIIEVER, PDINt 111TH PRIDE TO INCREASES 
OF S-7. S PERCENT IN PRODUCTION OF HERBICIDES AND 
PESTICIDES, CHEMICAL EQUIPMENT, EQUIPMENT FOR LIGHT 
AND FOOD INDUSTRIES, MACHINERY FOR LIVESTOCK AND THE 
FEED INDUSTRY , GRAIN COMBINES AND OTHER AGRICULTURAL 
EQUIPMENT . 

4. _J.BU) CONSUMER GOODS: 111TH THE EXCEPTION OF EDIBLE 
FISH AND A FEIi LUXURY GOODS SUCH AS CHINA, MOTORCYCLES, 
COLOR TELEVISIONS AND FURNITURE, OUTPUT OF CONSUMER GOODS 
EITHER REMAINED STAGNANT OR FELL DURING THE FIRST FOUR 
MONTHS OF 1982. APRIL OUTPUT OF KNITI/EAR AND LEATHER 
FOOTIIEAR FELL 2. 0 PERCENT AND 1. 6 PERCENT RESPECTIVELY 
FROM THE LEVEL OF LAST YEAR, AND PRODUCTION OF ANIMAL 
OILS AND FATS AND VEGETABLE OILS I/AS 001/N 5. 0 PERCENT 
AND 9. 4 PERCENT, RESPECTIVELY . MEAT AND MILK PRODUCTION 
REMAINED STAGNANT IN APRIL RELATIVE TO LAST YEAR, BUT 

JANUARY-APRIL MEAT OUTPUT I/AS 3. 7 PERCENT BELO\/ LAST 
YEAR'S LEVEL. 
BT 
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5. (UNC) SOVIET COMMENTARY : EKON GAZ COMMENTARY IS 
TYPICALLY UPBEAT ON THESE DISMAL PRODUCTION STATISTICS. 
HO\IEVER, IN T\10 NEGATIVE NOTES, IT ADMITS THAT \/HILE ALL 
MINISTRIES AND REPUBLICS OVERFULFILLED THE PLAN FOR 
JANUARY-APRIL 1982 U01 .5 PERCENT>, SEVERAL MINISTRIES 
DID NOT MEET PLAN TARGETS FOR DELIVERIES OF VARIOUS 
ITEMS, INCLUDING ROLLED STEEL, MINERAL FERTILIZERS, 
SYNTHETIC FIBERS, ELECTRIC MOTORS, FREIGHT CARS, TIMBER, 
CEMENT AND REFRIGERATORS. EKON GAZ ALSO STATES THAT 
60-70 PERCENT OF ALL ENTERPRISES FAILED TO MEET PLAN 
TARGETS FOR DELIVERIES OF GOODS IN THE MINISTRIES OF 
FERROUS METALS; MINERAL FERTILIZER; THE CHEMICAL 
INDUSTRY; THE ELECTRICAL EQUIPMENT INDUSTRY; THE TIMBER, 
PULP AND PAPER AND 1/000 PROCE SSING INDUSTRY ; AND 
MACHINE BUILDING FOR LIGHT AND FOOD INDUSTRY AND HOUSE­
HOLD APPLIANCES. 
6. <l)llf sTATISTICAL ANOMALIES: 1/ASHINGTON AGENCIES HAVE 
ALREADY NOTICED ANOMOLIES 111TH RESPECT TO THE STATISTICS 
REPORTED FOR PREVIOUS MONTHS ANO EMBASSY ORA\IS 
ADDRESSEES ATTENTION TO SEVERAL HIGHLIGHTS IN THESE 
STATISTICS. FIGURES FOR INSTRUMENT AND COMPUTER PRODUCTION 
SHOii 20 PERCENT ANO 50 PERCENT DECLINES FOR THE MONTH ANO 
15 . 8 PERCENT ANO 43.8 PERCENT DECLINES, RESPECTIVELY 
FOR THE PERIOD JANUARY - APRIL 1982 OVER LAST YEAR. 
THESE DRASTIC CHANGES PRESUMABLY RESULT FROM THE WHOLE­
SALE PRICE CHANGES INTRODUCED IN JANUARY. EKON GAS STATES 
THAT INSTRUMENTS PRODUCTION \/AS 195 PERCENT OF 
JANUARY-APRIL 1981 OUTPUT AND COMPUTER PRODUCTION IS 

PEGGED AT 197 PERCENT OF LAST YEAR'S. A SIMILAR ANOMOLY 
APPEARS FOR AGRICULTURAL MACHINERY, WHICH INCREASE D 19.4 
PERCENT IN APRIL OVER LAST YEAR ANO 17. ll PERCENT FOR THE 
FIRST FOUR MONTHS OF THE YEAR; EKON GAZ LISTS AGRICULTURAL 
MACHINERY OUTPUT FOR JANUARY-APRIL 1982 AT 105 PERCENT OF 
LAST YEAR ' S PRODUCTION. FINALLY, EDIBLE FISH PRODUCTION 
IS UP ·3S.8 PERCENT FOR THE FIRST FOUR MONTHS IN RUBLE 
VALUE, BUT EKON GAZ SHO\IS PRODUCTION AT 195 PERCENT 
OF LAST YEAR'S LEVEL. 

7. (~A SECOND ANOMOL Y CONCERNS ROUND I NG PROBLEMS. 
OUR CALCULATIONS SHOii OUTPUT INCREASES OF 25 PERCENT, 
50 PERCENT AND 20 PERCENT FOR PAPER, COLOR TELEVISIONS 
ANO FURNITURE, RESPECTIVELY, FOR APRIL 1982 OVER LAST 
YEAR. \/HILE JANUARY-APRIL PRODUCTION TOTALS 00 SHOii 
SUBSTANTIAL GROWTH IN OUTPUT OF COLOR TELEVISIONS AND 
FURNITURE (11. 1 AND 4. 8 PERCENT, RESPECTIVELY), THE 
HUGE INCREASES FOR APRIL PRESUMABLY RESULT FROM THE 
STA!J,$-flCAL BUREAU 'S ROUNDING OF NUMBERS. 

1UIAPRIL 1982 SOVIET INDUSTRIAL INPUT AND HISTORICAL 
COMP AR I SON : 

()) (2) (3) (4) (5) 
ELECTRICITY 
(BILL I ON K\IH) 110 199 II. 9 479 469 

0 IL & GAS CONDENSATES 
(MILL I ON METRIC TONS) 50. 2 49. 9 0. 6 209 290 

GAS 
IBILL ION CUBIC METERS) 40. 7 38. 1 6. 8 166 155 

COAL (MI LL I ON TONS) 60. 7 60. 6 0. 2 247 246 
STEEL (MTI 12.5 12. 8-2.3 49.3 59. 9 
ROLLED STEEL IMMTI 8. 6 8. 7 -1. 1 34.5 35.4 

(6) 

2. 1 

0 

7. 1 
0.4 

-3. 1 
-2. 5 

STEEL PIPE (MMTI 1.5 1. 5 ll 5. 9 6. 0 -1. 7 
MINERAL FERTILIZER (MMTI 2. 3 2. 2 4.5 9. II 8. 9 1.1 
HERBICIDES/PESTICIDES 
BT 
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USOOC FOR BEIIT 
(THOUSAND TONS) 48. 0 44 . 0 

PLASTICS (MT) 0. 3 0. 3 
SYNTHETIC FI BERS (TT) 108 107 
ELECTRIC MOTORS 
(MILLION Kl/) 4. 6 4. S 

MACHINE TOOLS 
(MILL ION RUBLES) 17ll 169 

PRESSES 
(MILLION RUBLES) Sl. 3 511.l 

ROBOTS 346 N/A 
INSTRUMENTS (BR) ll . 4 ll. S 
COMPUTORS (BR) 0.2 ll. 4 

(1) (2) 

CHEMICAL EQUIPMENT (MR) 64 . 0 60. 2 
7. S 
EQUIPMENT FOR LIGHT 
INDUSTR Y ANO FOOD 
PRODUCT I ON (MR) 124 117 
OISEL LOCOMOTIVES 
(TH OUSAND HORSEPOI/ER) 272 3ll0 

ELECTRIC LOCOMOTIVES 
(THOUSAND HORSEPOIIER) 289 3ll0 

FREIGHT CARS 
!THOUSAND) S.2 5. 2 

TRUCKS & CARS 
(TH OUSAND) 184 189 

TRACTORS (T) 47 . 7 48.4 
AGR I CUL TUR AL 

MOSCO\/ 115769 

9. 11 186 
0 1.4 
ll. 9 425 

2. 2 17.6 

0. 6 688 

2.4 203 
N/A 1Slll 

-2ll. ll l. 6 
-Sil. ll ll. 9 

(3) (4) 

6. 3 258 

S. 9 69ll 

-9. 3 1237 

-3 . 7 1257 

0 20. 4 

-2. 6 726 
-1. 4 19ll 

174 

l. 4 
416 

18. 1 

678 

2ll4 
N/A 
1.9 

l. 6 
(S) 

240 

463 

13llll 

. 1300 

21. 8 

747 
190 

6. 9 

0 
2. 2 

-2 . 8 

l.S 

-ll. S 

N/A 
-15.8 
-43 . 8 

(6) 

S. 8 

-4.8 

-3. 3 

- 6. 4 

-2. 8 
0 

TIMBER (MILLION CUBIC 
METERS) 
PAPER (MT) 
CEMENT (MT) 

PREFABRICATED REIN­
FORCED CONCRETE 
(M CUBIC METERS) 

TEXTILES (BILL ION 
SQUARE METERS) 
KN I Tl/EAR 
(MILLION PIECES) 

LEATHER FOOTIIEAR 
(MILLION PAIR) 

MEAT FROM STATE 
SOURCES (MT) 

EDIBLE FISH, INCLUDING 
CANNED (BR ) 

ANIMAL FATS/OILS FROM 
STATE SOURCES (TT) 

MILK PRODUCTS FROM 
SOURCES (MT) 

BT 

C~L 

283 237 19 . 4 1073 917 17 . 0 

192 182 s.s 751 708 6. 1 
9.2 8. 8 4. S 35 . 9 33. S 7. l 
3.6 3.6 0 14. S 14. 2 2. 1 

18.9 19 . 1 -1. 0 110 110 0 

0. S 0.4 25 . 0 1.8 1.8 0 

10. 6 10. 7 -0. 9 39.1 42.l -7 . l 

9.2 9.2 0 34 . 9 35.9 -2.8 
(1) (2) (3) (4) (S) (6) 

1.0 1.0 0 3. 8 3.8 0 

141 144 -2 . 0 SSl 562 -2. 0 

66.2 67.3 -1 . 6 255 261 -2. 3 

0. 5 0. S 0 2. 6 2. 7 -3. 7 

0. 4 0. 3 33. 3 l. 7 l. 3 30. 8 

84.4 88.9 -S . 0 256 269 -4. 8 
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INFO USDOC WASHDC 
AMEMBASSY BELGRADE 7637 
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AMEMBASSY BUCHAREST 8051 
AMEMBASSY BUDAPEST 7157 
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AMEMBASS Y WARSA W 9242 
USMISSION USNATO 169 7 
AMCONSUL LENINGRAD 75.J..9 ---C O N F I .c---E'. ·- N T I A L 

LIMI~FICIAL USE SECTION 
USDOC FOR BEWT 
MARGARINE CTTl 132 
VEGETABLE OILS (FROM 
STATE SOURCES) CTTl 192 
WATCHES (MILLION) 6. 0 
CHINA <MR) 
RADIOS (MILL I ON) 
TELEVISIONS CMI LLONS) 
COLOR TELEVISIONS CM) 
REFRIGERATORS CM ) 
MOTORCYCLES CT) 
FURNITURE (BR) 

NOTES : 
(1) APRIL 1982 OUTPUT. 
(2) APRIL 1981 OUTPUT . 

7 0. 3 
0 . 7 
0 . 7 
0 . 3 
0 . 5 

97. 0 
0 . 6 

4673 

04 OF 

127 

212 
6. 0 

66. 8 
0 . 7 
0 . 7 
0 . 2 
0 . 5 

93 . 8 
0. 5 

04 MOSCOW 5769 

3 . 9 50 7 

-9 . 4 879 
0 2 3 . 2 

5 . 2 280 
0 2 . 9 
0 2 . 7 

5 0 . 0 1 . 0 
0 2 . 0 
3 . 4 380 

20. 0 2 . 2 

~) PERCENT CHANGE FROM APRIL 1981 TO APRIL 1982 . 
(4) JANU ARY-APRIL 1982 OUTPUT. 
(5 ) J A NU ARY - AP RIL 1 98 1 OU TP U T . 

IB) PERCENTAGE CHANGE FROM JANUARY-APRIL 1981 TO 
JANUARY-APRIL 1982 . HARTMAN 
BT 

c~ 

NAU-01 PIPE-01 

\ 

493 2 . 8 

894 - 1. 7 
22. 9 1. 3 

262 6 . 9 
2 . 9 0 
2 . 7 0 
0 . 9 1 1. 
2 . 0 0 

3 5 1 8 . 3 
2. 1 4 . 8 
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E XDIS 
PARIS FOR BUC KLEY 
FOR E AGLEBURGER FROM LELAND 
E. 0 . 12065 : GOS 05 / 12 / 88 , (LEL AND , MARC E.) 
TAGS : EFIN 
SUBJECT : BIS LOAN TO HUN GA RY; OTHER EAST EUROPEAN BORROW! NG 

- f':!..~E_(:'S ; __ ~.0 '." I_E,! . .!..~~UIRIES ABOUT A BIS LOAN 

1. ENTIRE TE XT IS CONFIDENTI AL. 

2 . LEUT WILER (PRESIDENT , SWISS NATION AL BAN K) TOLD US TODA Y 
TH AT BAN K OF INTERNATIONAL SETTLEMENTS (BIS ) HAS RELEASED 
$120 MILLION TO HUNGAR Y; THIS IS SECOND TRANCHE IN ADDITION 
TO $100 MILLION RELEASED EARLIER . LEUT WILER SAID 13 NATIONS 
PARTICIPAT ED (WITH JAPAN COMING IN FOR $30 MILLION) . HE 
S AID THAT THE BIS WILL NOT BE PROVIDING ANY MORE TO HUNGAR Y- ­
AND TH AT THEY WILL HAVE TO RELY ON PRIVATE BAN KS . 

3 . HE ALSO INDICATED TH AT HE E XPECTS A PARADE OF OTHER EAST 
EUROPEANS TRYING TO USE BIS FOR CREDIT . NEXT IN LINE , HE 
SAID WILL BE YUGOSLAVIA , AND THE BIS WILL EXPECT THE U. S. 
PARTICIPATE. I POINTED OUT THAT DUE TO LEGAL RESTRICTIONS , 
THE U. S . COULD NOT DO SO, BUT HE SAID HE ASSUMED FED CAN 
FIND A WA Y. I TOLD HIM FUNDS WOULD HAVE TO COME FROM THE 
PERSOANL RESOURCES OF THE U.S . UNDER SECRETARY OF STATE 
F OR POL I TI CAL AF F AIRS . 

4 . LEUTWILER ALSO SAID THE SOVIETS HAVE APPROACHED HIM SEVER AL 
TIMES INQU I RING ABOUT ASSIST ANCE BECAUSE OF THEIR SEVERE 
FINANCIAL PROBLEMS . THE SOVIE TS INDICATED TO HIM, INTER 
ALIA , A WILLINGNESS TO PROVIDE AT LEAST SOME OF THE RELEVANT 
FINANCIAL DATE (CASH / FLO W, ETC . ) AS A CONDITION FOR OBTAINING 
CREDIT . LEU TW ILER, WHO WILL BE MEETING WITH THE SOVIET 
CE NTR AL BAN K GOVERNOR ALTIMOV ON THIS, HAS TOLD THE SOVIETS 
THAT THE BIS CAN DO NOTHING FOR THEM, NOT EVEN PROVIDE A LO AN 
SECU R E D BY S OV IET G O L O . 

5 . COMMENT . THE SOVIET ADMISSION OF THEIR DISATROUS 
FIN ANCI AL CONDITONS IS SOME WHAT SURPRISING. OR I T 
COULD BE A PLOY TO MA KE THE EUROPE ANS BELIEVE TH AT SOVIET 
FINA NCIAL SITUATION IS SO BAD THAT AN Y MOVE TO RESTRICT 
WESTERN CREDITS COULD BE CO UNTERPRODUCTIVE . DATA INDICATE 
THAT SOVIET DEPOSITS IN WESTERN BANKS HAVE BEEN RISING 
SI NCE THEIR NADIR A FE W MONTHS AGO, BUT THE Y STILL HAVE 
L ARGE FINANCIAL PROBLEMS . 
BT 
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INFO AMEMBASSY BELGRADE 
AMEMBASS Y BERLIN 1829 
AMEMBASSY BONN 2687 
AMEMBASSY BUCHAREST 4869 
AMEMBASSY BRUSSELS 563 
AMEMBASSY LONDON 1792 
AMEMB ASSY MOSCOW 4296 
AMe~BAS S Y PARIS 1820 
AMEM~ASSY PRAGUE 4606 
AMEMBASSY SOFIA 4014 BY (q;{j NARA DATE 1/?- -,( 6 AMEMBAS SY 2971 
AMEMBASSY 4696 
USMISSION 1733 
USMISSION 

C l N F TI AL BUDAPEST 2533 

EXDIS 
USEC 
PARIS ALSO FOR OCED 
DEPT PASS TRE ASURY AND FEDERAL RESERVE 
E . 0 . 12065: RDS-1 05 / 06 / 2002 O<UCHEL , ROLAND K. OR-M 
TAGS : EFIN, IMF , HU 
SUBJECT : BIS / CENTRAL BAN K ST ANDB Y FACILITY FOR HUNGARY 

l . ENTIRE TEXT 

2. WEST EUROPE AN CENTRAL B ANKS HAV E IMPOSED SOME CONDITIONS 
ON TH E " ST AN DBY F AC ILIT Y" BEING AR RAN GED FOR HUNG ARY B Y THE 
B ANK FOR INTERNATIONAL SETTLEMENTS , ACC ORDING TO A NATION AL 
B ANK OFFICIAL DIRECTL Y IN VOLVED IN DISCUSSIONS AT BASEL. 

3. THIS BANK OFFICI AL TOLD THE ECON OFFICER ON MAY 4 
THAT THE BIS STANDBY F ACILIT Y FOR HUNGAR Y SHOULD EXCEED 
200 MILLION DOLLARS . ACCEPTANCE OF THIS FACILITY CARRIES 
WITH IT TWO CONDITIONS IMPOSED BY THE BIS AT THE INSISTENCE 
OF WEST EUROPEAN CENTRAL BAN KS: 

--THAT HUNG ARY ACHIEVE CURRENT ACCOUNT EQUILIBRIUM IN 
1982; AND 

-- TH A T EC ONOMI C REF O RMS L E A DIN G T OW A RD F U RT H ER 
DECENTR ALI ZATION CONTINUE . 

4 . THE NATIONAL BAN K OFFICI AL INDIC ATED IN REPLY TO OUR 
QUESTION THAT NO SPECIFIC SET OF REFORM MEASURES WERE IMPOSED 
AS A CONDITION FOR HUNG ARY' S DR AWIN G ON THE FACILITY. BUT 
HE STRESSED TH AT WEST EUROPE AN CENTRAL B ANKS FELD STRONGL Y 
ABOUT THE NEED FOR OBT AINING HUNG ARIAN ASSU RANCES ON FUTURE 
ECONOMIC PERFORMAN CE . THE CENTR AL BAN KS THEREFORE IMPOSED 
THE GO AL OF CURRENT AC COUNT EQUILIBRIUM FOR THE SHORT TERM 
AN D CONTINUATION OF THE REFORM PROCESS AS A " GUAR ANTEE" 

~ 
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OF IMPROVED ECONOMIC PERFORMANCE OVER THE MEDIUM-TERM. 

5. BEGIN COMMENT: IN A CONVERSATION WITH ANOTHER 
NATIONAL BANK OFFICIAL, WE WERE TOLD THAT THE STANDBY 
FACILITY WOULD AMOUNT TO 400 MILLION DOLLARS, AVAILABLE 
IN FOUR TRANCHES OF 100 MILLION EACH QUARTER . THIS 
SENIOR HUNGARIAN BAN KER ' S VERSION OF THE BIS FACILITY IS 
WOMEWHAT DIFFERENT THAN THE OTHERS WE HAVE HEARD. OFFICIALS 
AT THE BANK SEEM RELUCTANT TO DISCUSS IN DET AI L THE TERMS 
OF LENDING . 

6 . REGARDING THE BIS / CENTRAL BANK " CONDITIONALITY ", 
A GENERALLY-PHRASED HUNGARIAN COMMITMENT TO CONTINUE THE 
REFORM PROCESS OBVIOUSLY LACKS SPECIFICITY . WE BELIEVE 
IT IS NONETHELESS USEFUL AN D SIGNIFICANT THAT EUROPE AN 
CENTRAL BANKERS WOULD LIN K A HUNGARIAN REITERATION OF 
THE NEED FOR CONTINUED REFORM TO THE PROVISION OF CREDITS . 
END COMMENT . 
KUCHEL 
BT 
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