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Wall Street Journal 

Yugosla-via Receives 
$250 Million Credit 
From Kuwaiti Group 

Special to THE W,\l.L STREET JouRNAL 

BELGRADE-Yugoslavia received a $250 · 
million credit · from a Kuwaiti banking 
group, the Yugoslav news agency Tanjug 
said. 

The agency said the credit is repay~ble 
in seven years after a three-year grace pe­
riod, for a total maturity of 10 years. The in· 
terest on the Joan wasn't disclosed. · 

Kuwaiti Foreign Trading Contracting & 
Investment Co . .was the only credit manager 
named. · 

Tanjug said Yugoslavia will use the 1 

funds for "economic stabilization" and · to 
strengthen its currency reserves. 
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POLAND: Planned Increase in Western Imports 

Warsaw has decided t o increase imports from the West 
in the second quarter by 20 percent over previously 
planned levels. Poland ran a trade surplus in the first 
quarter to make some payments on its debt and earlier 
had planned to run a $250 million surplus in the second 
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uarter. 25X1 

Comment: The increa se in imports would br i ng trade 
with the West into balance and would ease severe short ages 
of industrial materials. and spare parts. These shortages 
have hampe.red economic r ecovery and have helped . i d l e 4 0 
percent of the country's manufacturing capacity . The 
decision to forego a hard currency trade surplus , however, 
will make it difficult f or Poland to make any payments 
on its massive debt obliga tions. I 25X1 
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COMMERC I Al BANKS . WE UNDERSTAND THAT PR I NC I PAL 
PURPOSE OF CUBAN VISIT WAS A "SECRET HEETING" 
111 TH CHA I RMAN OF THE NAJOR FRENCH CL I ENT BANK 
OF GOC. ITINERARY AND COMPOSITIONS OF CUBAN 
DELEGATION IS UNKNOWN, ALTHOUGH i 25x6 i 
CUBANS DID NOT REPEAT NOT MEET 111TH GOF OFFICIALS . 

3. ~ UNDERSTAND THAT TOPICS DISCUSSED \/£RE 

25xl 

25x6 

IT IS REPORTED TO BE CONCERNED ABOUI FINANCIAL 
tlARKET 11011EIITUN AGAINST CUBA, INTERN'AL CUBAN 
ECONOtllC PROBLEIIS, AND THE l.ONTIN~EO AI ILIH 
OF THF ,As~-SHORT U,. S. , .. TO PROP U/> THE CUBAN 
[C •h011Y 

S. (UI ACCORDING TO AGEFI ARTICLE CITED PARA 
1 CUBANS ARE FACING ACUTE CASH SQUEEZE, WITH 
SEVERAL LARGE CREDITS NATURING IN NEAR FUTURE. 
ARTICLE REPORTS THAT PRINCIPAL REPAYMENTS \/Ill 
BEGIN "IN LESS THAN Tl/0 NONTHS" ON DM lSS MILLION 
EURO-CREDIT SIGNED 11AY 1979. ALSO, ARTICLE SAYS 
THAT A NUMBER OF SHORT-TERN CREDIT LINES \/Ill 
C011E DUE IN APRIL. 

25x6 

7 . .)Ol- RH A (NOTAll, BEING REPEATED TO INFO 
POSTS, REPORTED CONVER SAT I ON Ill TH MORGAN GRENFELL 
IN \llllCH THAT BANK ENVISIONED A REQUEST BY CUBA 
FOR RESCHEDULING OF ITS DEBT TO PRIVATE BANKS. 
SANK ASHED WHETHER PARTICIPATION IN ANY RESCHEDULING 
1/0ULO BE CONSIDERED AN "UNFRIENDLY ACT" BY THE 
USG. 

B. .,.ier"EMSASSY SHOULD ASSURE MORGAN GRENFELL 
THAT USG CONSIDERS PARTICIPATION IN RESCHEDULING, 
llKE DECISIOII ON NE~ LENDING, TO BE A DECISION 
FOR BANK TO 11AKE. 

9, (U} NEVERTHELESS, IN RESPONSE TO INVITATION 
TO COMMENT, ENBASSY MAY PROVIDE FOllO\IING • 1HFORtlAL ' 
VIEWS OM SUITABILITY OF A RESCHEDULING FROM AN 
ECONOMIC/FINANCIAL POINT OF VIE\/: 

··PURPOSE OF A RESCHEDULING IS TO PROVIDE DEBTOR 
WITH OPPORTUNITY TO INSTITUTE AND CARRY OUT APPROPRIATE 
fCONONIC POLICIES SO THAT IT CAN RESUME TINflY 
SERVICING OF EXTERNAL DEBT. 

· · IN CASE Of CUBA, THERE IS LITTLE OR NO ASSURANCE 
THAT CUBA WOULD USE BREATHING SPACE TO RECTIFY 
ECONOl11C Ml~MANAGEMENT. RATHER, tlOST LIKElY 
CONSEQUENCE 1/0ULD BE TO ENCOURAGE CUBA IN BELIEF 
THAT IT CAN PURSUE COSTLY FOREIGN ADIIENTURES 
WITHOUT· REGARD TO FINANCIAL CONSEQUENCES. 

··UNLIKE HOST OTHER CASES, CREDITORS PROVIDING 
RESCHEDULING 1/0ULO NOT BENEFIT FROH DIRECT OR 
INDIRECT Tl£ WITH IHF STANOBY ARRANG£11fNT. THERE 
SEEMS TO SE NO ALTERNATIVE NECHANISH IN CUBAN 
CASE TD ACHIEVE ANY SORT OF CONDITIONAL I TV. 
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• NATIONAL SECURITY COUNCIL 
MESSAGE CENTER 

PAGE 12 OF il SECSTATE WASHOC 9221 DTG: 14122Sl APR &2 PSN: 141889 .... 
IIF RESCHEDULING IS ULTIIIATELY PROVIDED, ABSENCE 

OF IIULTI LATERAl IIEANS OF IIONITORING 1/0ULD ARGUE 
FOR MINIIIUK POSSIBLE DEBT RELIEr IN ORDER TO 
PROVIDE OPPORTUNITY FOR EARLY REVIEW.) 

-·STEADFAST REFUSAL BY PRIVATE IANKS TO RESCHEDULE 
MIGHT INDUCE USSR TO BAIL OUT CUBA, OBVIATING 
NEED FOR RESCHEDULING. 

11. ft('BECAUSE OF QUESTIONS RAISED er SON[ 
RECIPIENTS OF REFS I AND C, FOLLOWING IS FURTHER 

ELUCIDATION OF OVERALL USG POSITION ON PROPER 
RELATIONSHIP OF U. S. EIIBASSIES ANO FOREIGN BANKS 
ON QUEST I ON OF CREDIT TO CUBA. THE U.S. PROH 18 I TS, 
VIA FOREIGN ASSETS CONTROL REGULATIONS, ITS BANKS 
(INCLUDING THEIR FORE IGN BRANCHES) FROM LENDING 

TO CUBA. SINCE THEY HAVE VIRTUALLY NO EXPOSURE 
IN CUBA, THEY 1/0ULO NOT BE INVOLVED IN ANY PRIVATE 
RESCHEDULING. ~YI : EXCEPT \/HERE THERE ARE FOREIGN 
ASSETS CONTROLS, THE USG DOES NOT INTERVENE IN 
LENDING DECISIONS OF U.S. BANKS ANYIIIIERE OR U.S. 
AFFILIA,TES OF FOREIGN BANKS.) ALTHOUGH \IE BEllEVE 
IT DESIRABLE THAT FINANCIAL PRESSURE ON CUBA 
BE KAINTAINED, WE HAVE NOT FORKALLY -SKED OTHER 
GOYERNNENTS TO FORBID THEIR BANKS TO LEND TO 
CUBA. WE DO NOT SEEK TO IMPOSE OUR Vl£\IS ON 
PRIVATE BANKS, EITHER U. S. OR FOREIGN BANKS, 
EXCEPT AS PROVIDED av U.S. lAII. NEVERTHELESS, 
AS NOTED IN PARA l ABOVE, POSTS SHOULD AS APPROPRIATE , 
IN INFORMAL DISCUSSIONS 111TH FOR IEGN BANKING 
CONTACTS, CONVEY USG VIEIIS ON CURRENT CRITICAL 
STATE Of CUBA' S EXTERNAL FINANCIAL SITUATION 
AND POOR ECONOIIIC PROSPECTS. ISEE ALSO l'ARA 
9 .) 

11 , ~ -REF A IS UNCLEAR IIIIETHER CUBA IS ALSO 
CDNSJ'6ERING DEBT RELIEF FROII GOVERNMENTS. THE 
USG HAS NO ACTIVE OFFICIAL LOANS OR LOAN GUARANTEES 
WHICH WOULD RAISE THE QUESTION OF POSSIBLE U. S. 
PARTICIPATION IN A PARIS CLUB RESCHEDULING. 
HO\IEYER, I~ THE SUBJECT OF OFFICIAL DEBT RESCHEDULING 
DOES ARISE , THIS 1/0ULD BE A NATTER OF CONCERN 
TO THE USG. \IE 1/0ULO I/ANT TO REVIEII THE HATTER 
CAREFULLY. 

(C) 

25x3 
HAS E PRES D I A 

L,,,.,IIT"'nrl""'l'MTfflrnTo SERVICE I TS EXTERNAL DEBT 
WITHIN A FEV MONTHS AND WILL RfQOIRf A OEIT RESCHEDULING. 
HAIG 
IT 

('r'l"IOCT 
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