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-- Yugoslavia has been unable so far to__,,,agree with 
Western banks on a rescheduling (Tab H). E-'C) 
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wall f ·--ceet J o urnal, February 1 

. Soviets'Seek Delay'·· 
In Paying}apdne~e 
For Textile(Pioducts 

Special to Tim WALL STREET JOURNAL 

TOKYO-The Soviet Union 'has asked 
Japanese trading houses to let it .defer for 
up to six months payments due for textile 
products. Some of the Japanese companies 
reacted coolly to the request . . 

Officials of MarubeniCorp., C. Itoh & Co. 
and othe,r major trading hpuses Sf/.id ' the te· 

~ . ., ' . ', . ) .. 
For other' major filtefn.ational news, 

see the stories about: · · ·-'' 
-Meeting in Geneva betweeri Secre

tary of State Haig and Soviet Fottign 
Minister Gromyko, page 4: · · · · .. 

- U.S. companies negotiating to dou
ble their purchases of Mexican natural 
gas to 600 million cubic feet a day, . page • 
4. ' 

-Reports of Saudi Arabian Mone
tary Agency plans to buy yen-denomi- . 
nated· convertible bonds issued by · Sony 
and Honda Motor of Japan, page 27. . . .,.. 

quest to defer payments was made by Ex· 
;port Ljon, a Soviet textile export-import of
.fice, to about 10 Japanes~ companies. · 

Mainichi Shimbun, a Japanese daily, said 
the Soviet request covers contracts valued 
at $150 million. The paper linked the requ~st 
to a drop in Moscow's foreign-currency re-

, serves resulting from grain purchases to 
' compensat~ for . the poor.1981 harvest and an 
increase tn· financial aid to Poland. · 

The companies said the trading office 
didn't give a reason for its request. They 1 

i added that they will probably turn down the 
. Soviets; noting that once before when :a simi
lar request was rebuffed, the Soviets came 
up with\liemoi}ey. · . ·. . · . . 

One official said. there were also uncon
firmed reports tha(the . Soviet Urlfon was 

r 
asking for, a delay in paymenf ·on ·s.·teel . an_d' 
chemical goods. · · ; . .' 

PRESERVATlO I COPY 
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SUBJE CT: SOVI ETS ANNOUNCE 1981 ECONOMIC RESULTS 

1. SUMMARY. 1981 ECONOMIC RESULTS, RELEASED HERE 
TODAY, CONFIRM THAT LAST YEAR PROV IDED A STUMBLING 
START FOR THE SOVI ET ELEVENTH FIVE YEAR PLAN . 
GRO\ITH RATES FOR NATIONAL INCOME, IN DUSTRIAL 
PRODUCTION ANO LABOR PRODUCTIVITY \/ER E LOI/ER THAN 
ECONOMIC PL ANN ERS HAO FORESEEN, ANO EVEN LAGGED 
BEHIND 1980' S DISAP POINTING RESULTS. IN THE 
ENERGY SECTOR , ONLY NATURAL GAS OUTPUT ACHIEVED 
PRODUCT ION GOALS FOR THE YEAR . THE STATISTICS 
PAINT A GLOOMY PICTURE FOR SOVIET CONSUMERS, 111TH 
OUTPUT OF MEAT AND TEXTILES FAILING TO ACHIEVE 
PLAN GOALS, \/HILE DAIRY PRODUCTS \/ERE LESS AVAIL 
ABLE LAST YEAR THAN IN 1980. THE SOVI ET LEADERSHIP 
HAS MANAGED TO KEEP ONE KEY PROMISE TO CONSUMERS, 
HO\IEVER; OUTPUT OF CONSUMER ITEMS LAST YEAR GR EIi 
AT A FASTER PACE THAN INVESTMENT GOODS. END SUMMARY. 

2. "IZVESTIYA" JANUARY 23 CARRI ES FINAL SOVIET 
ECONOMIC STATISTICS FOR 1981. NATIONAL INCOME 
REPORTEDLY GREIi 3. 2 PERCENT LAST YEAR , LESS THAN 
THE 3.4 PERCENT INCREASE SOVIET PLANNERS HAD 
FORECAST AND THE 3.8 PERCENT GROIITH ACTUALLY ACHIEVED 
IN 1980. THE PICTURE \/AS SIMILAR FOR OTHER KEY 
ECONOMIC AGGREGAT ES. INDUSTRIAL PRODUCTION 
INCREAS ED 3.4 PERCENT IN 1981; PLANS HAD CALL ED FOR 
4. 1 PERCENT GRO\ITH, AND 1980' S I NC REASE \/AS 3. 6 
PERCENT. INDUSTRIAL OUTPUT GRO\ITH DECELERATED DURING 
THE FINAL MONTHS OF 1981; INDUSTRIAL PRODUCTION GREIi 
BY 3. 7 PERCENT IN THE FIRST HALF OF LAST YEAR. 
FREIGHT TURNOVER AND ELECTRICITY OUTPUT, INDICES 
\IHI CH \IOULD NORMALLY BE EXPE CTED TO GROii AT A 
PACE MIRRORING OVE RALL ECONOMIC PERFORMANCE, \/ERE 
SHARPLY LOI/ER THAN REPORTED INDUSTRIAL OUTPUT 
GRO\ITH. FREIGHT TURNOVER INCREASED BY ONLY 2.3 
PERCENT LAST YEAR, AND ELECTRICITY GENERATION BY 
ONLY 2 PERCENT. 

3. LABOR PRODUCTIVITY GRO\ITH LAST YEAR Ill LL BE 

PARTICULARLY DISAPPOINTING FOR SOVIET PLANNERS. 
PRODUCTIVI TY IN INDUSTRY I NCR EASED BY ONLY 
2. 6 PERCENT LAST YEAR, SLIGHTLY ABOVE THE 1980 
RATE (2. 6 PERCENT), BUT SHARPLY LOI/ER THAN THE 
PLANNED 3.6 PERCENT IN CREASE. HOPES FOR A REBOUND 
IN PRODUCTIVITY GROIITH ARE CENTRAL TO SOVIET ECO
NOMIC STRATEGY IN THE 1980'S, A PER IOD \/HEN INVESTMENT 
IS SLATED TO BE CUT BACK, RESOURCE AV AIL AB I l I TY 
\/ILL BE INCREASINGLY CONSTRA lll ED , AN D THE SOVI ET 
\IORKING AGE POPULATION \/ILL ACTUALLY CONTRACT. 

4. NATURAL GAS OUTPUT INCR EASED 7 PERCENT LAST 
YEAR, TO 465 BILLION CUBIC METERS, SLIGHTLY 
OVERFULFILLING PRODUC TIO N TARGETS. LONG THE 
STAR PERFORMER ON THE SOVIET ENERGY STAGE, GAS 
\/AS THE ONLY ENERGY SECTOR EVEN TO ACHIEVE PLAN 
IN 1981. THE SOVIET OIL IIJDUSTRY DIDN ' T MISS BY 
HUCH, HOIIEVER, 111TH 1981 PRODU CTION REACHING 609 
HILL ION METRIC TONS, SIX MILL ION TONS ABOVE 1980 
OUTPUT AND LESS TH AN ONE PERCENT OFF TARG ET . 
REGENT SOVIET COMMENTARY SUGGESTS THAT DISAPP OINT
ING RESULTS ANO HIGH COSTS OF THE NATION'S 
ENHANC ED OIL RECOVERY PROGRAM \/ERE THE MAJOR 
REASONS FOR THE SHORT FALL . COAL OUTPUT SLUMPED TO 
704 HILL ION TONS LAST YEAR, \/ELL BELO\/ PLAN TARGETS 
AND 12 MILLION TONS LESS THAN 1980 PRODUCTI ON 
TOTALS. THE SOVIETS ANNOUNCE D AN AMBITIOUS PRO
GRAM OF EQUIPMENT INVESTMENT AN O HIGHER WAGES 
EARLIER THIS YEAR IN AN EFFORT TO REVERS E A 
STEADY SLIDE IN ANNUA L COAL OUTPUT SINCE 1978. 

5. PRODUCTION TOTALS FOR SEVERAL KEY INDUSTRIAL 
INPU TS , INCLUDING ROLLED STEEL ANO MINERAL 
FERTILIZERS, ALSO LAGGED BEHIND PLAN TARGETS IN 
1981. FAIL URE OF MEAT AND TEXTILES TO ACHIEVE 
PLAIH4EO OUTPUT LEVELS, AND OF MILK AtlO BUTTER TO 
EVEN MATCH 1980 OUTPUT PERFORMANCE, UNDERLINED 

THAT LAST YEAR \/AS A LEAN ONE FOR SOVI ET CONSUMERS. 
INDICATING HIGH-LEVEL CONCERN FOR THE SITUATIOh , 
BREZHNEV ASSERTED THAT MEAT, DAIRY PRODUCT AND 
TEXTILE AVAILABILITY \./AS THE KEY TO FULFILLMENT 
OF THE CURRENT FIVE YEAR PLAN IN HIS NOV EMBER 1981 
ECONOMIC SPEECH. THE SOVI ET ECONOMY DID MANAGE TO 
DELIVER ON BREZHNEV'S PLEDGE, IN PN OCTOBER 1980 
ADDRESS, THAT CONSUMER GOODS OUiPUT \IOULD OUTSTRIP 
PRODUCTION OF ltlVESTMEN i GOODS IN 1981. "PRODU CTION 
BT 
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OF CONSUMER I HMS" I II CREASED AT A FASTER RATE THAN 
"PRODUCTION OF TH E MEANS OF PRODUCTION" LAST YEAR, 
A RARE OCCURRENCE IN THE USSR SIN CE THE LATE 
Tl/ENT I ES , Al THOUGH THE RATE OF INCR EAS E FOR BOTH 
CATEGORIES \/AS BELOW TH E TARGE TS SOVIET PL ANNI NG 
CHIEF BA YBAK OV HAD ANNOUNC ED FOR 1981. UNLIK E 
LAST YEAR THE STATISTICS DID NOT PUBLISH A FINAL 
TOTAL FOR THIS YEAR'S SOVI ET GRAIN CROP, AN 
ELOQUENT COMMENTARY ON THE DISAPPOINTING DIM EN
SIONS OF THE 1981 HARV EST . 

6. OUTPUT PERFORMANCE IN A REPRESEN TAT IVE SAMPLE 
OF ENERGY, INDUSTRIAL AND CONSUMER CATEGORIES IS 
DISPLAYED BELO\/: 

1981 198 0 
OUTPUT OUTPUT 

ELECTRICITY (BILL ION 
KILO \/A TT HOURS) 

Oil AN D GAS CONDEN 
SA TES (MIL LION METRI C 
TONS) (M MTI 

NATUR AL GAS (BIL l I ON CUBIC 
METERS) (BCH) 

COAL MMT 

STEEL HMT 

ROL l ED STE EL MMT 

STEEL PIPE MHT 

CEMENT HMT 

LUMBER (HILL ION CUBIC 
METERS) IHC Hl 

TRUCKS (THOUSANDS) 

1,325 1, 295 

609 

465 
704 

149 

103 

18 .3 

127 

274 

603 

435 
716 

148 

103 

18. 2 

125 

275 

786.6 787 

PERCENTAGE 
INCREAS E 

0.9 

-2 

0.4 

0. I 

0.5 

-0. 3 

DIESEL LOCOMOTIVES 
(HILL ION HORSEPOWER ) 3. 8 

\/AS HING MACHIN ES (MILLIONS) 3.9 
PASSENG ER CARS (TH OUSANDS) I, 324 
TEXTIL ES, ALL SORTS BCH 11. 0 

HEAT, FROM STATE SOURCES 
HHT 15.2 

BUTTER, FROM STATE SOUR CES 
HHT 1.2 

ZIMMERMANN 
BT 

3.8 

3.8 
I, 327 
10. 7 

15. 1 

1. 3 

- 2 

-0. 2 
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TAGS : EFIN , YO 
SUBJECT : THE YUGOSLAV ECONOMY AND WESTERN BANKS 

1 . y-e:NTIRE TEXT) . 

2. SUMMAR Y. I SAW FEDERAL E XECUTIVE COUNCIL MEMBER BORIS 
SNUDERL ON JANUARY 21 , A FEW DAYS BEFORE HE DEPARTS FOR 
MEETING WITH VAN LENNEP AND OTHERS IN THE OECD ABOUT THE 
YUGOSLAV ECONOMIC SITUATION. I HAVE RARELY HAD A MORE 
GLOOMY CONVERSATION WITH A SE NIOR MEMBER OF THE GOVERNMENT 
ON THE DOMESTIC POLITICAL EFFECT OF THE YUGOSLAV ECONOMIC
FINANCIAL CONDITION AND ABOUT WHAT SNUDERL CONSIDERS AB ANDON
MENT OF YUGOSLAVIA BY ITS MAJOR OECD TRADNING PARTNERS . END 
SUMMAR Y. 

3. SNUDERL BEGAN BY CLAIMING BITTERLY THAT THE DRAWN OUT 
AND UNSUCCESSFUL BALANCE OF PAYMENST LOAN SYNDICATION AMONG 
NORTH AMERICAN , BRITISH AND JAPANESE BANKS IS A CONTINUING 
EMBARRASSMENT THAT IS HARMFUL TO YUGOSLAVIA'S INTERNATIONAL REP
UTATION. YUGOSLAVIA IS NOT SEEKING CHARITY OR GIFTS BUT HAD HOPED 
THAT THE RELATIONSHIP WITH MAJOR WESTERN TRADING PARTNERS 
~ND CREDITORS) COULD BE EXPANDED TO INCLUDE TIMPORARY 

FINANCIAL ASSISTANCE FOR YUGOSLAVIA'S STABILIZATION 
PROGRAM. HOWEVER , THE WESTERN BANKS HAVE IN EFFECT 
WALKED AWAY FROM YUGOSLAVIA . SNUDERL MENTIONED THAT THE 
FRENCH AND DUTCH IN PARTICULAR HAVE BEGUN LOOKING ON 
YUGOSLAVIA AS AN EASTERN EUROPEAN COUNTRY HAVING PROBLEMS 
SIMILAR TO THOSE IN POLAND; YUGOSLAV ASSISTANCE REQUESTS 
ARE BEING VIEWED IN THE LIGHT OF THAT ORANCE. 
4 . SNUDERL SAID THAT YUGOSLAV STABILIZATION EFFORTS. 
ARE IN FACT BEGINNING TO SHOW SOLID RESULTS, THUS MAKING 
WESTERN NEG L ECT ALL THE MORE PUZZLING . THE FINAL 1981 
BALANCE OF PAY~ENTS FIGURES ARE NOT QUITE COMPLETE, BUT 
AT THIS POINT LOOK BETTER THAN EXPECTED . THE CURRENT 
ACCOUNT DEFICIT HAS BEEN HWLD TO THE l. 8 BILLION DOLLAR 
TA~GET FIGURE AND 1982 AND 1983 PLANS CALL FOR FUTHER 
DRASTIC REDUCTIONS . SNUDERL ADDED THAT YUGOSLAVIA'S 
.OTHER MAIN PROBLEM, INFLATION, IS STILL SERIOUS BUT THAT 
HE WAS CONVINCED THAT IN 1982 THIS TOO WILL BE 
SHARPLY REDUCED , PROBABLY NOT TO THE 15 PERCENT OFFICIAL 
TARGET FIGURE BUT STILL BY A SATISFACTORY AMOUNT. SNUDERL 
ALSO POINTED OUT THAT FOREIGN SKEPTICS LOOKING AT 
YUGOSLAV INFLATIONS RATES OUGHT TO LOOK AT THOSE PREVAIL-
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ING IN SOME OTHER COUNTRIES SUCH AS TUR K EY, WHERE THE 
WEST HAS NOT DISTANCED ITSELF FROM THAT COUNTRY ' S ECONOMIC 

;PROBLEMS AS IT HAS IN YUGOSLAVIA . 

5 . S NUD E RL WENT ON TO S AY TH A T 1982 LOAN PROSPECTS I N 
GERMAN Y ARE LOOKING BETTER ANS SOME PROGRESS IS DEFINITELY 
BEING MADE. THE DEUTSCHE BANK HAD BEEN MORE FORTHCOMING 
IN RECENT MEETINGS; SNUDERL WAS ENCOURAGED THAT THE 
GERMAN BANKS' EVIDENT NERVOUSNESS ABOUT POLAND COULD BE 
OVERCOME AND A SATISFACTORY LOAN AGREEMENT CONCLUDED. 
HE INDICATED HOWEVER THAT THE GOY IS STILL FAR FROM 
HAPPY WITH GERMAN BAN K ATTITUDES . 

6 . SNUDERL WENT ON TO SAY THAT YUGOSLAVIA ' S UNFAVOR
ABLE TREATMENT IN THE WEST ALSO EXTENDS TO THE PRESS , 
WHICH HAD BEEN UNFAIR IN TIS CRITICISM AND ANALYSES OF 
BOTH THE YUGOSLAV SITUATION AND THE COUNTRY ' S ECONOMIC 
SYSTEM. SNUDERL ALLEGED THAT WESTERN RESERVE 
ON HELPING YUGOSLAVIA HAS PROVOKED A VERY SHARP POLITICAL 
REACTION, EVEN AT THE GRASSROOTS AMONG HIS SLOVENE 
CONSTITUENTS. HE HOPES THAT HE CAN INDUCE VAN LENNEP 
TO ENCOURAGE OECD MEMBERS TO MAKE A BALANCED, POSITIVE 
APPROACH TOWARD YUGOSLAVIA , GIVE THEM A CLEARER PICTURE 
OF ITS ECONOMIC PERFORMANCE AND PROGRAM, AND REAFFIRM 
THE OECD ' S BELEIF IN YUGOSLAV PROGRESS AND STABILITY . 
BT 
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7 . IN CONCLUSION SNUDERL POINTED OUT THAT UNDER THE 
CURRENT GOY AUSTERITY PROGRAM THERE HAVE BEEN SHARP 
REDUCTIONS IN REAL WORKER INCOMES , PUBLIC CONSUMPTION , 
CONSUMER CREDITS AND PENSIONS. THIS , COMBINED WITH RENT 
HI KES AND COMMODITY SHARTAGES , ADDS UP TO POLITICAL 
TROUBLE FOR THE GOY IN 1982 , WHEN LIVING STANDARDS WILL 
CONTINUE TO DECLINE . HE STATED THAT INCOME REDUCTIONS 
AND SUPPLY DIFFICULTIES MIGHT WELL PROVOKE A POLITICAL 
REACTION OR " EXCESSES " , WITH DE MONSTR ATIONS AND CIVIL 
PROTESTS . YUGOSLAVIA NEEDS WESTERN SUPPORT AND NOT 
NEGLECT TO HELP AVOID THESE DIFFICULTIES , HE SAID , ONCE 
AGAIN EXPLICITLY LINKING LOAN PROSPECTS TO THE POLTICAL 
RELATIONSHIP . 

8 . COMMENT : SNUDERL ' S ASPERITY SURELY REFLECTS FRUSTRA
TION CAUSED BY THE FEEBLE RESONSE TO THE B/ P LOAN 
S YNDICATION. I AM HOWEVER SURPRISED THAT SNUDERL PLACES 
SO MUCH BLAME ON THE WESTS ' S ALLEGED LAC K OF POLITICAL 
WILL AND SO LITTLE ON THE AC KNO WLEDGED EFFECT OF POLAND 
ON THE MONEY MAR KETS , PARTICULARLY AS REGARDS EE 
BORROWERS . SNUDERL ' S DIRE REMAR KS ABOUT LOANS AND 
POSSIBLE POL I T ICAL REACTIONS TO AUSTERITY-SHORTAGE 
CONDITIONS WERE PROBABLY DESIGNED TO UNDERSOCRE FOR ME THAT 
THERE IS A POLITICAL AS WELL AS FINANCIAL DESIRABILITY 
I N ENCOURAGING MAXIMUM PARTICIPATION BY THE NEW YORK 
BANKS . NEVERTHELESS , WHILE I STILL AM CONVINCED THAT 
ECONOMIC AND FINANCIAL CONDITIONS HERE ARE NOT EVEN 
REMOTELY AS SERIOUS AS THOSE IN POLAND , THE YUGOSLAVS 
ARE AFTER ALL FACING A THREE-FOUR YEAR AUSTERITY CURE 
FOR THEIR CONOMIC PROBLEMS. UNDER THOSE CONDITIONS 
NO ONE SHOULD BE SURPRISED IF STRI KE ACTIVITY INCREASES 
OR IF THE YUGOSLAV EXERCISE THEIR RELATIVE FREEDOM 
OF SPEECH TO GROUSE EVEN MORE THAN USUAL AND RAISE THE 
VOLUME OF ECONOMIC POLICY DEB ATE PUBLICLY . 

9 . THE MAIN PROBLEM FOR THE YUGOSLAV LEADERSHIP IS 
GOING TO BE , IF SNUDERL ' S ASSESSMENT IS CORRECT, TO 
KEEP ANY POSSIBLE WRANGLING BET WEEN THE RICHER AND POORER 
REPUBLICS . PERHAPS AS IMPORTANT , IF THE YUGOSLAVS 
ARE (AS I BELEIVEl AS CONCERNED ABOUT THEIR INTER
NATIONAL IMAGE AS SNUDERL SUGGESTS, WILL BE THE 
NECESSITY FOR THE YUGOSLAVS TO KEEP WESTERN PRESS 
SPECULATION FROM INTERPRETING THE UNREST AS SIGNIFYING 
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THE BEGINNING OF THE END OF YUGOSLAV UNITY. I DO 
NOT BELEIVE THE LATTER TO BE IN ANY WAY ENDANGERED . 
BUT THAT DOES NOT GET AROUND THE FACT THAT THE 
YUGOSLAVS ARE IN FOR A HARD YEAR ECONOMICALLY, FINANCIALLY 
AND WITHIN LIMITS, PROBABLY ALSO POLITCALLY . 
ANDERSON 
BT 
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USEC 
PARIS ALSO FOR OECD 
E. 0. 12065: GOS 1/22/88 (SCARL IS, BASIL G.) OR -E 
TAGS: EFIN, EEIIT, IMF, CENA, HU, UR , GIi 
SUBJECT: LLEGED • V BO RO NG ACTIV TIES AND HUNGAR 
REF: A) THE HAGUE 00453; Bl 81 BUDAPEST 1338; 

C) 81 BUDAPEST 6663; D) 81 BUDAPEST 7058 ALL NOTAL 

L ~TIRE TEXT. 

2. A RECENT REPORT IN DUTCH NE\ISPAPER (R EF A) CLAIMS 
THAT TH E SOVIETS ASKED THE NATIONAL BANK OF HUNGARY TO 
BORRO\./ ON THEIR BEHALF 300 MILLION D-MARKS IN EUROMARKETS 
"BECAUSE HUNGARY NOii REPRESENTS THE MOST CREDIT\./ORTHY 
COUNT RY IN THE EAST BLOC". MOREOVER, ACCORD I NG TO THE 
REPORT, "BUDAPEST HAS DARED TO TURN D0\./N THE REQUEST". 
3. IF \IE ARE TO BELIEVE THIS STORY, \./E MUST ALSO ACC EPT 
T\10 ASSUMPTIO NS: (A) THAT THE HUNGARIANS HAVE A BETTER 
CREDIT RATING THAN THE SOVI ETS AMONG WESTERN BANKERS) 
(OR THAT IT MOULD BE EASIER POLITICALLY FOR THE HUNGARIANS 

TO BORRO\I); AND (B) THAT HUNGARY COULD IN FACT BORRO\./ 
MEDIUM-TERM IN TODAY'S FINANCIAL MARK ETS. \IE WOULD RATHER 
PASS ON POI NT A. 

4. AS FOR POINT B, OUR PREVIOUS REPORTING HAS INDICATED 
THAT HUNGARY HAS BEEN UNABLE TO OBTAIN MEDIUM-TERM CREDITS 
IN EUROMARKETS SINCE LAST APRIL/MAY \/HEN IT CONSUMATED 
A CITIBANK-LED SYNDICATION OF FOUR HUNDRED MILLION DOLLARS 
(RE F Bl. AT THAT TIME, THERE \./ERE SIMILAR UNCONFIRMABLE 

RUMORS REGARDING THE HUNGARIANS BORRO\IING ON POLAND'S 

BEHALF. SINCE THEN HUNGARY HAS TIIICE TRIED--AND 
FAILLED--TO PUT TOGETHER T\./0 MEDIUM -TERM CREDIT PACKAGES. 

5. HUNGARY'S DIFFICULTIES STEMMED NOT FROM ANY NE\./ 
INFORMATION REGARDING HUNGARY'S CREDIT\./ORTHINESS BUT 
RATHER FROM THE GENERAL ATMOSPHERE OF CAUTION ON THE 
PART OF \IESTERN BANKERS \./HO, IN THE \/AKE OF POLAND'S -
AND THEN ROMANIA'S AND YUGOSLAVIA'S--FINANCIAL PROBL EMS, 
APPAREN TLY DECIDED TO RESTRICT LENDING TO THE EE'S TO 
SHORT -TERM CREDITS (R EF C). 

6. IN A PROBABLE ATTEMPT TO OVERCOME THE STIGMA OF BEING 
ASSOCIATED 111TH OTHER EE'S, THE HUNGARIANS LAUNCHED A 
SEVEN TY -FIVE MILLION POUND STERLING "SYNDICATED BANKERS 
ACCEPTANCE CREDIT FACILITY" ON DECEMBER 15 QED BY LLOYDS 
BANK INTERNATIONAL). THIS ACCEPTANCE FACILITY IS EARMARK ED 
FOR THE HUNGARIAN TRADING COMPANY FOR CHEMICALS , CHEMOLIMPE~ 
111TH THE EXCLUSIVE PURPOSE OF FINANCING CHEMICAL IMPORTS. 
T\./0 ASPECTS OF THIS APPARENTLY SUCCESSFUL SYNDICATION ARE 
OF INTEREST. THE MATURITY OF EACH DRA\./ING RUNS T\./0 YEARS 
AND, IN ADDITION TO LLOYDS AND BARCLAYS, THERE ARE FIVE 
OTHER (NON-BRITISH) BANKS. 

7. \./E HAVE BEEN TOLD BY \./ESTERN BANKERS IN BUDAPES T THAT 
LLOYDS AND BARCLAYS DID NOT YANT TO CARRY ALL OF THE 
SEVENTY-FIVE MILLION POUNDS BECAUSE OF CURRENT NERVOUSNESS 
OVER EE CREDITUORTHINESS . HENCE THE NEED FOR THE OTHER 
BANKS' PARTICIPATION. ONE NATIONAL BANK OFFICIAL HAS 
CONFIRMED THAT THIS CREDIT COULD NOT HAVE BEEN ARRANGE D 
\./ITHOUT THE SUPPORT OF THE BANK OF ENGLAND. (IN THIS 
REGARD, \IE RECALL A MID-DECEMBER ADDRESS IN GERMANY BY 
BANK OF ENGLAND HEAD GORDON RICHARDSON, \/ARNING OF THE 
NEGATIVE CONSEQUENCES TO THE INTERNATIONAL BANKING SYSTEM 
OF ARBITRARY INTERRUPTIONS OF CREDIT FLO\./S TO OTHERWISE 
CREDI Tl/OR THY BORROIIERS). 

8. WE HAVE RECIE\IED IN SOME DETAIL HUNGARY'S RECENT 
ACTIVITIES ON FINANCIAL MARKETS TO DEMONSTRATE THAT IT 
IS TODAY VERY UNLIK EL Y THAT HUNGARY CAN BORROW MEDIUM 
TERM FROM \IE STERN BANKERS ANY SIGNIFICANT AMOU NT. 
NATIONAL BANK OFFICIALS HAVE MOREOVER JUST THIS PAST WEEK 
CONCEDED TO US THAT FOR THE PRESENT, THEIR ONLY SOUR CE 
OF BORRO\./ED FUNDS ARE SHORT-TERM CREDITS AND THAT BORRO\./ING 
MEDIUM-TERM IS NEARLY IMPOSSIBLE \IITHOUT THE KIND OF SUPPOR T 
THEY RECEIVED FROM THE BANK OF ENGLAND. 

9. IN CONCLUSION, WE \./OULD NOT REJECT OUT-OF-HAND 
SUCH RUMORS REPORTED IN THE \./ESTERN PRESS nHER E MAY AFT ER 
ALL BE SOMETHING BEHIND THE STORY). BUT \./E BELIEVE THAT 
HUNGARY'S FINANCIAL POSITION, \/HILE PERHAPS THE BEST IN 
EASTERN EUROPE, NEVERTHELESS PRECLUDES IT FROM BEING A 
RELIABLE FRONT FOR SOVIET BORRO\IING EFFORTS, 

10. ECON OFFICER ASKED A SENIOR NATIONAL BANK OFFICIAL 
TO COMMENT ON THE DUTCH NEWSPAPER STORY. HE SAID THE STORY 
ABOUT BORROWING ON THE SOVIETS' BEHALF MAS UNTRUE BUT 
THAT IT MIGHT BE CONNECTED TO RECENT "INFORMAL DISCUSSIONS" 
HUNGARY HAS HAD 111TH THE SOVIET UNION OVER HAVING THE 
GAS PIPELINE RUN THROUGH HUNGARY . 

11. THE NATIONAL BANK OFFICIAL SAID THAT HUNGARY \./ANTS 
THE PIPEL \NE (OR AT LEAST ONE SPUR) TO RUN ACROSS 
ITS TERRITORY. THE HUNGARIANS, HE CONTINUED, HAV E HO\./EVER 
T\10 CONDITIONS TO BECOMING A TRANSIT COUNTRY: (A) THAT 
THE CENA BANK GRANT HUNGARY LONG-TERM CREDITS FOR LOCAL 
CONSTRUCT ION COSTS; AND (B) THAT HUNGARY BE AL LOI/ED TO 
SEL L TO THE \./EST THE GAS IT RECEIVES IN RETURN FOR TRANSIT 
FEES. IF THE SOVIETS ACCEPT THESE CONDITIONS, HUNGARY 
WOU LD OF COURSE SEEK TO BORRO\I MEDIUM-TERM IN EUROMARKETS 
FOR IMPORTED \./ESTERN MACHINERY AND EQUIPMENT. 
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