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REPORT ON GUARANTEES COVERED BY THE ' ENERAL BUDGET
: SITUATION AT 31 DE EMBER 1993 :
: -This-'report _Vdescr'ibes the situation as regards budget gua_,ranteeé..,at 31 December 1'99?3,;
It is in response to the statement mad_e by the ‘Comrhission,‘ when the vote was taken on -
 supplementary ‘and amending budget No 1/91, that it would report to the budgetary
-authority twice a year on budget guarantees and the corresponding risks.
' - The Commission has already presented five reports to the budgetaiyl authority.
The report is in three patts

1. Descnptlon of operatlons entered in the budget and events smce the last report

2. Situation at- 31 December 1993 as regards nsks for the budget in future years and
guarantees already activated. , n ' , .

3. Assessment . of the economi_c and financial situation of noh-Commuftity countries o
benefiting from the most important operations. ' .
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PART ONE: OPERATIONS ALREADY ENTERED IN THE BUDGET

The' budgetary authority has authorized 22 headings with token ‘entries in the 1994
budget to cover any payment of guarantees. These headings can be divided into three
categories: borrowing and lending within' the Community, borrowing and lending
outside the Community and guarantees given to financial institutions.

"L

A,

BORROWINGS TO BE ON-LENT WITHIN THE C_OMNIUNITY

COMMUNITY BORROWING OPERATIONS TO PROVIDE
BALANCE-OF-PAYMENTS SUPPORT

The Community is authorized to borrow on the capital markets or from financial
institutions and make the sums raised available to Member States expenencmg
temporary balance—of—payments difficulties.

The outstanding amount of loans granted to Member States for this purpose may
not exceed ECU 14 billion in prmcrpal

At 31 December 1993 there were two operations in respect of Greece under the

" decisions of 9 December 1985 and 4 March 1991 and one operation in respect of

Italy under the decision of 18 January 1993.

At 31 December 1993 the amount outstanding was ECU 1 200 million in loans to
Greece and ECU 3 989.8 million in loans to Italy (Table 1).

EURATOM BORROWING OPERATIONS -

In 1977 the Commission was empowered to borrow funds to be used to help'
finance nuclear power stations.

Loans are made to electricity produeers and carry the usual guarantee demanded

by banks. Recipients are often State-owned companies or companies enjoying a
State guarantee.

. The maximum amount of borrowings authorized is. ECU 4 billion;'of which

ECU 500 million was authorized by the 1977 decision, ECU 500 million in
1980, ECU 1 billion in 1982, ECU 1 billion in 1985 and ECU 1 billion in 1990.
The amount borrowed comes to around ECU 2 900 million, leaving -
ECU 1 100 million which may still be raised. | '

At 31 December 1993 the total outstanding was ECU 1 018.2 million.




On 9 December 1992 the Commlssmn proposed that the balance of borrowings not’

used in the Member States could be used to finance the improvement of the degree

of efficiency and safety of nuclear power stations in the countries of C entral and.
Eastem Europe and in the CIS. .

BORROWING OPERATIONS FOR THE PROMOTION OF INVESTI\/[ENT IN
THE COMMUNITY

~ The Comm1ss1on was empowered by a Counc11 Dec151on of 16 October 1978 to-
borrow funds to be used to. promote investment: in the Commumty (New
Community Instrument) : ‘ - :

The authonzed borrowmg ceiling was fixed at- ECU 1 billion by the Decision of -
16 October 1978 and was then raised by ECU 1 billion by ‘the Decision of
15 March 1982. The ceiling was further raised by ECU 3 billion by the Decision of '
19 April 1983 and by ECU 750 rrulhon by the Decision of 9 March 1987. '

The proceeds of the operatxons are pald out in the form of loans granted by the EIB,
~ acting for the’ Commission, to finance investment projects “which contribute to
greater convergence and growing integration and are consistent ‘with the pnorlty
Community objectives. in the -energy, mdustry and infrastructure sectors,- taking
account of such factors as the regional impact of the projects and the need to
combat unemployment. Support for- small businesses was also made a pnorlty
objectlve by the Dec1sxon of 26 April 1982.

A Decrsmn of 20 January 1981 also empowered the Commumty to contract loans in -
order to provide exceptional aid of ECU 1 billion to the regions of Italy affected by
the earthquake of November 1980. ‘A similar decision involving ECU 80 million

was adopted on 14 December 1981 for the regions affected by the earthquakes in

Greece in F ebruary/March 1981.

-

The maximum amount of borrowings authoriied thus comesfto ECU 6 830 millionr '

At 31 December 1993 the total outstandmg was ECU2 202 million, % 7% leSs-
than on 31 December 1992. ' :

The risk is spread over a large number of borrowers. In addition, most of the loans
are global loans to financial institutions whi'ch' guarantee repayment of the fun‘ds. .

Every year the EIB provides the Commission with a hst of debtors who accordmg,

to its information, risk defaultmg in the coming year. So far no names have been. =

recorded on thrs list. - -

. LOANS' RAISED _ FOR ON-LENDING TO NON COMMU NITY
COUNTRIES ’




PROGRAMME OF BORROWINGS CONTRACTED BY THE COMMUNITY
" TO PROVIDE MEDIUM-TERM FINANCIAL ASSISTANCE TO HUNGARY
- (Hungary I)

The Community is granting Hungary a medium-term loan of up to ECU 870 million

in principal for a maximum of five years. The loan is intended.to facilitate the

adjustment of the Hungarian economy in a way which will enable it to derive all the
. benefits of a market-based economy. It is being made- available in tranches.

The first tranche of ECU 350 million was paid on 20 April 1990. A second tranche
of ECU 260 million was paid on 14 February 1991. The third tranche, which is not
~ to exceed ECU 260 million, was planned for 1992 but was not paid out as
Hungary's balance of payments has been more favourable than expected. The .
tranches will be repaid in one instalment after five years and interest, Wthh is at
variable rates, is payable half-yearly.

ADDITIONAL MEDIUM-TERM FINANCIAL ASSISTANCE TO HUNGARY
(Hungary 11)

_ As the break-up of the Council for Mutual Economic Assistance (Comecon) and the
- ‘Gulf -crisis threatened to compromise the initial encouraging results of the reforms
undertaken, it ‘was decided to launch a 'supplementary borrowing and lending
-operation for ECU 180 million under an overall ECU 360 million G-24 aid.
programme. ' ' '

" The first tranche of ECU 100 million was paid on 14 August 1991. It will be repaid

~ in one instalment after seven years, and interest, which is at variable rates, is payable
" half-yearly.  The second tranche of ECU 80 million was due paid on
15 January 1993. 1Tt will be repaid in January 1997 and interest, which is at a fixed
rate, is payable annually. .

BORROWING CONTRACTED BY THE COMMUNITY TO PROVIDE
-MEDIUM-TERM FINANCIAL ASSISTANCE FOR. THE CZECH AND
SLOVAK FEDERAL REPUBLIC -

As part of G-24's total aid of around ECU 750 million, the Commission, .on behalf
. of the Community, was empowered to borrow, in two tranches, ECU 375 million
for a period of seven years. The proceeds of this operation were to be on-lent ‘on
“the same terms to the Czech and Slovak Federal Republic.

The first tranche of ECU 185 million was paid on 14 August 1991, It will be -repajd
in one instalment after seven years, and interest, which is at variable rates, is payable
half——yearly : -




The second tranche of ECU 190 million was paxd on 2 March 1992 and wxll be o
repaid in one instalment after six years. ‘

Follong the division of Czechoslovakia into the Czech Republic and the Slovak
Republic on 1 January 1993, the Commission. proposed that the loan be divided
between the two Republrcs : :

Two thrrds of the loan - ECU 250 million .- would be for the Czech Repubhc and
one third - ECU 125 mllllon for the Slovak Repubhc

.'BORROWING CONTRACTED BY THE. COMMUNITY TO GRANT ’
BULGARIA MEDIUM—TERM FINANCIAL ASSISTANCE

" As part of G-24's total aid of ECU 580 nnlllon, the Commlssron, on behalf of the '
Community, was empowered to borrow, in two tranches, ECU 290 million for a
period of seven years. The proceeds of th1s operation were to be on-lent on the

- ~ same terms to Bulgaria.

The ﬁrst tranche of ECU 150 million was paid to Bulgana on 14 August 1991. It
will be repaid in one instalment after seven years and mterest whlch is at variable
Tates, is payable ‘half-yearly. - *

The second tranche of ECU 140 million was pald on 2 March 1992 and will be
repaid in one instalment after five years Interest, which is at variable rates, is .
payable quarterly ' ' ’ o '

J. BORROWING CONTRACTED BY THE COMMUNITY TO _GRANT
| BULGARIA‘ADDITIONAL MEDIUM-TERM FINANCIAL ASSISTANCE -

As part of G-24's total aid of ECU 220 million in 1992'and 1993, the Commission,

on behalf of the Community, was empowered to borrow, in two: tranches,

.~ ECU 110 million for a period of seven years The proceeds of this operation were
to be on—lent to Bulgaria. - :

Sirice the conditions for Commumty assistance had not been met by the end of 1993
nelther of the two tranches have yet been paid out.




BORROWING CONTRACTED BY THE COMNIUNITY TO GRANT ISRAEL -
MEDIUM-TERM FINANCIAL ASSISTANCE

 As part of the financial assistance agreed for Israel and the population of the

occupied territories, the Commission was empowered to borrow, on behalf of the
Community, ECU 160 million in one tranche for a period of seven years. The
proceeds were to be paid out to Israel on the same terms and are accompanied by an
interest substdy of ECU 27.5 mi]lion paid from the Community budget.

This operation started on 2 March 1992. The borrowing is to be repald in full on
15 December 1997.

BORROWING CONTRACTED BY THE COMMUNITY TO GRANT
ROMANIA MEDIUM-TERM FINANCIAL ASSISTANCE

As part of G-24's total aid of ECU 750 million, the Commission, on behalf of the

- Community, was empowered to borrow, in two tranches, ECU 375 million for a

period of seven years. The proceeds of this operation were to be on-lent on the
same terms to Romania. ‘ '

The first tranche of ECU 190 million for a term of seven years was paid on’
22 January 1992. It will be repaid in one instalment-on 1 February 1999 and
mterest which is at variable rates, is payable half —yearly.

Tne second tranche of ECU 185 million for a term of six years was paid on
1 April 1992 and- will be repaid in one instalment on 18 March 1998. Interest, -
which is at variable rates, is payable half-yearly.

BORROWING CONTRACTED _ BY THE COMMUNITY | TO _GRANT -
ROI\/’ANIA ADDITIONAL MEDIUM-TERM FINANCIAL ASSISTANCE

., As part of G- ’4 s new aid of ECU 160 m11110n the Conmussmn on behalf of the ’

Community, was empowered to borrow ECU 80 million for a maximum penod of -

- .seven.years, T he proceeds of this operation were to be on-lent on the same terms
to Romama

In view of'its size the loan was paid out in a single tranche on 26 February 1993." It

~will be repald in one instalment on 26 February 2000, and interest 1s payable half—

yearly.




e i'budget was adopted in December 1991

. ,BORROWING CONTRACTED BY THE COMMUNITY TO GRANT ALGERIA |

MEDIUM TERM FINANCIAL ASSISTANCE

o The Comrmssron on behalf of the Commumty was - empowered to borrow

ECU 400 million for a maximum period of seven years in two tranches of

ECU 250 million and ECU 150 million. - The proceeds of this operatron were to be |
n—-lent on the same terms to. Algerla Lo . R , .

-A bndgmg loan was granted on 23 December:A1991 to cover the first tranche and

was repaid from the net proceeds of the borrowmg contracted on 14 January 1992.

- for a penod of six years. -

v'---The loan is to be repard in one 1nstalment on. 15 December 1997 and mterest rs
‘ ,payable annua]ly every 15 December : :

'The second tranche has not yet been pard
BORROWING CONTRACTED BY THE - COMMUNITY TO “GRANT

.MEDIUM-TERM FINANCIAL ASSISTANCE TO TI—IE SOVIET UNION
AND/OR’ ITS REPUBLICS

7 The Commrssron has proposed a medrum-term loan of up to ECU. 1 250 mrllron tor

the Soviet Union and/or its Republics in order to: finance imports of agrrcultural
' products foodstuﬂ‘s and medlcmes from the Communrty and Eastern Europe :

Parliament dehvered a favourable oprmon and the Councrl adopted its formal
decision on 16 December 1991. The guarantee headmg was set up when the 1992

N
1

Al

The loan wrll be d1v1ded between the various Repubhcs of the former Sovret Umon
- for a maximum penod of three years _ .

‘Most of the loan contracts were signed in the course of 1992:

= with " Armenia - (ECU 38 million), = Kyrgyzstan " (ECU 32 million),

.7 Turkmenistan (ECU 45 rmlhon) and Moldova (ECU 27 mlllron) on

S "IOJuly 1992;
= with Ukraine (ECU 130 mllhon) on 13 luly 1992; R
- with Belarus (ECU 102 mrllron) Tajrkrstan (ECU 55 mrlhon) and Georgla
) (ECU 70 million) on- 24 July 1992; .
- _.with Russia (ECU 150 million) on 9 September 1992
- - with Russia (ECU 349 million) on 9 December 1992;
. w1th Kazakhstan (ECU 25. mrllron) on 15 December 1992




On 5 May 1993 two further contracts were signed w1th Armema (ECU 20 rmlhon)
and Georgia (ECU 10 million).

Theése contracts were financed through the reallocatron of ECU 30 rmllron ongmally
intended for Kazakhstan, which stated that it would not use all this amount since
ECU 25 million was sufficient, and a reduction in the allocation of Uzbekistan.

. On 6 December 1993 a further loan contract of ECU 40 million was signed with

Georgia. This amount had originally been allocated to Uzbekistan (whose initial

allocation came to ECU 129 million). Neither Uzbekistan nor Azerbaijan (with an

altocation of ECU 68 million) received Community loans in 1992-93 since they did

" not satisfy one of the criteria for eleigibility - they do not accept ]omt and several
responsibility for the debt of the former Soviet Union.

At 31 December 1993 the amount of loans actually bemg'used came to ECU 802.7

million. This ﬁgure corresponds to the total outstanding at the end of December
1993, : : . .

The caprtal repayment and interest payment dates for this operatlon vary dependmg
on the amount of the loan and on the Repubhc

- Armenia (ECU 38 million), Belarus, Georgia (ECU 70 million), 'Kyrgyzstan,
Moldova, Tajikistan, Turkmenistan, Ukraine, Russia (ECU 150 million):
- - interest on 20 April and 20 October

- capital on 20 August 1995 (20 August 1994 and 1995 for Belarus
Ukraine and Russia) ,
- Armenia (ECU 20 million), Kazakhstan, Russia (ECU 349 million),
Georgia (ECU 10 million and ECU 40 rmlllon)
- interest on 15 January and 15 July ' :

- capital on 15 January 1996 (15 January 1995 and 1996 for Russra
and 15 January 1997 for Georgla (ECU 40 million)). '

BORROWING CONTRACTED BY THE COMMUNITY TO GRANT MEDIUM
~TERM FINANCIAL ASSISTANCE TO ESTONIA, LATVIA AND
LITHUANIA : '

As part of the G-24's total aid of ECU 440 million for these three countries, the
Commission, on behalf of the Community, was. empowered to borrow
ECU 220 million for a period of seven years. The proceeds of this operation are to
be on-lent on the same terms in two tranches: ~ ‘
- ECU 40 million for Estonia; .

- ECU 80 million for Latvia,

- . ECU 100 million for Lithuania. -

The first tranches of the. loan for Estonia (ECU 20 million) and for Latvia
(ECU 40 million) were paid on 31 March 1993. The loans are to be repaid in one




‘instalment on 31 March 2000 and interest is. payable half—yearly every 31 March and
30 September

- The first. tranche for Lithuania was. pald on 27 July 1993 it is to be repaid in one < . |
- 1nstalment on 27 July 2000 and mterest is. payable annually every 27 July

© 10




I COMMUNITY GUARANTEE TO NON-COMMUNITY COUNTRIES

A EUROPEAN INVESTMENT BANK LOANS TO MEDITERRANEAN
COUNTRIES GUARANTEED BY THE GENERAL BUDGET

Under the - terms of_ the Council Decision of .8 March 1977, the Community
‘guarantees loans to be granted by the European Investment Bank as part of the
Community's financial commitments towards the Mediterranean countries.

" This decision was the basis for the contract of guarantee signed by the European
Economic Community and the European Investment Bank on 30 October 1978 in
Brussels and 10 November 1978 in Luxembourg introducing a global guarantee
of 75% on all credit lines made available for loans in the following countries:”
Portugal (Financial Protocol, pre-accession aid), - Greece, .Spain (financial
cooperation), Malta, Tunisia, Algeria, Morocco Turkey, Cyprus Egypt Jordan .
Syna Israel, Yugoslavia and Lebanon , . |

In addition, by -way “of excepnon a 100% guarantee covers loans allocated for -
-emergency aid to Portugal in accordance with the Counc1l Decision of
7 October 1975. ~ :

A new extension of the contract of guarantee is estabhshed for each new Financial.
* Protocol. ‘ -

The' loans authorized at 31 December 1993 total ECU 7 667 milliori, of which
"ECU 1 500 million is for Spain, Greece and Portugal and ECU 6 167 million for the

non—member Mediterranean countries. At 31 December 1993 the total of o

outstanding loans came to ECU 2 168 million (taking account of the 75% limit), of
which ECU 572 million was accounted for: by Spain, Greece and Portugal and
ECU 1 596 million by the non—member Mediterranean countries.

 There is also provision for EIB loans outside these protocols ‘under Council
“ Regulation (EEC) No 1763/92 of 29 June 1992 concerning financial cooperation in
respect of all Mediterranean non—member countries

EIB loans under this operatlon must not exceed ECU 1 800 rmlhon

At 31 December 1993 ECU 317 million had been made avallable but’ no
disbursements had taken place. :

In July 1993 the Council decided to conclude a new protocol with the Republic of
Slovenia in order to finance projects to contribute to the country's economic
‘development through loans totalling ECU 150 million from the E]B S OWN resources
for a period of up ‘to five years w1th a budget guarantee

11




B At 31 December 1993, the breakdown of authonzatlons by country (non member
E countnes only) was as follows _ :

 Algera | 640
L Cyprus S 92
Egypt - ‘ o R I .
. 4 L. .. 802 . o : .
. Israel -~ . < e
Jordan. e 215 IR R
- Lebanon Lo 198 B I
Malta . = |22
~Morocco~ . R A b & )
Tunisia e o
« -Turkey - - = = | 0208 .
- Yugoslavia®* [ 418
o —~ 90
o o 760 : E
_Protocols - Total . 4367
Horizontal _ ~ financial | 1800
cooperation ‘ |1 ’
E ’Mediterraneari‘; Total 6167 .

"The loans are generally for 15 years with 3 to 4-year per'iod"js'fof‘ grace on -_,oap'ita‘l |
repayments. ‘ R

4

" The s'eéond p'rOtocol' with - Yugoslavia was suspendéd. when
ECU 100:million of credits could still be granted ' '
: : ' 12~ : .



'LOANS GRANTED BY THE EUROPEAN INVESTMENT BANK 1N
COUNTRIES OF CENTRAL AND EASTERN EUROPE -

In response to a call made by.the Council on 9 QOctober 1989, the Board of
Govemors of the European Investment Bank decided -on 29 November 1989 to
authorize the Bank to provide loans from its own resources to finance investment
projects in Hungary and Poland for a total amount not exceeding ECU 1 billion.
These loans are granted to finance investment projects which satisfy the Bank's
usual requirements for loans from its own resources. The contract of guarantee was
srgned on 24 April 1990 in Brussels and 14 May 1990 in Luxembourg. :

On 14 May 1991 the budgetary authority extended this guarantee to loans made in
Czechoslovakla, Bulgaria and Romania up to a maximum of ECU 700 million.

The ‘extension of the contract of guarantee was signed on31 July 1991.

On 23 October 1992 the Commission presented a proposal for a CouncrI Decision
extending this Community guarantee to losses incurred by the EIB as a result of
loans granted to Estonia, Latvia and Lithuania; this has been approved by the
budgetary authority.

’ .'The overall ceiling on loans which the EIB may grant in these countnes was set at
‘ECU 200 million for a period of three years.

On 18 December 1992 the Commission also proposed the extension of thls
guarantee to losses incurred by the EIB as a result of loans granted in Albama

On 13 December 1993 the budgetary authonty renewed the Commumty guarantee -
. .for a period of three years for loans granted by the EIB in the countries of Central

and Eastern Europe (mcludmg the Baltic States and Albania) up to a maximum of
ECU 3 billion. o

The loans are generaily long-term: 15 years on average with 3 to 4-year penods of
grace on capital repayments.

At 31 December 1993, ECU 1655 million had been made available in the Central
and Eastern European countries but only ECU 300 million had been disbursed.

13




_ LOAN S GRANTED BY THE EUROPEAN INVESTMENT BANK IN NON—-

" MEMBER COUNTRIES

At its- meetmg of 19 May 1992 the Council (Economlc and Fmanclal Affanrs)
adopted the guidelines ‘proposed -by the .Commission .for the exterision of EIB

© activities outside the Community and asked it to grant loans in accordance with its. ..
statutes and its usual criteria to’ projects of mutual interest in countries w1th Wl’llCh o

the Commumty has concluded cooperatlon agreements

. An overall 11m1t of ECU 250 m]lllon per year has been set for a 3~year period; tl‘llS c
l . ce111ng will be reviewed at the end of the period.- _

_These loans benefit from Commumty budget guarantees " The Commission.
- presented. a. proposal for a decision to this effect. on 3 June 1992. < The formal .
Council Decision followed on 15 February 1993, The contract of guarantee was -

”S1gned on 4 November 1993 in Brussels and on 17 November 1993 in Luxembourg

- The budgetary authonty mserted a headlng for thls purpose 1n the 1993 budget

At 31 December 1993 credlt 11nes of ECU 99 rmlhon had been srgned but no

‘dnsbursements had taken place A

“ COMMUNITY CREDIT. GUA'RANTEE FOR EXPORTS OF AGRICULTURAL

.-PRODUCTS AND FOODSTUFFS FROM THE COI\/IMUNITY TO THE

- FORMER SGVIET UNION _

The Community has. decided to guarantee loans granted' to the for’mer Soyiet‘ Union -

’’’’’

by a, pool of- banks to finance imports of agricultural products .and foodstuffs -

g orlgmatmg m the Commumty and the countries of Central and Eastern Europe

" The Commumty guarantee covers 98% up to a maximum of ECU 500 mllllon of
any -losses ‘in. principal -(around ECU 408 mllhon) ‘and mterest (around. .

“ECU 92 million). o

. As the credit line has not been used in full and as-the time limit for use has not been

extended, the amount guaranteed comes to only ECU 375.5 rmlhon in principal and e

ECU 80 3 mllllon in mterest

The Commumty will receive ‘a surety commission of 0. 67% of the amount\:
guaranteed in consideration for this guarantee. - Half of this commission was paid on-
26 December 1991 under the terms of, the contract. The balance correspondmg to

the Commumty guarantee was pald on 28 January 1993 .



On 26 November 1991 the terms of the loan and the arrangements for the utilization -

of the funds were laid down in an exchange of letters between the Commission and -~

the Soviet authorities. On the same day the Commumty and the banks signed a
_contract of guarantee. . _

F ollowing the dtsappearance of the Soviet Umon it has been decided that the ﬁJnds‘ ’

will be used by the Russian Republic.
The loan is for three and a half years from the date of signature.

Interest wdl be payable half—yearly and the principal ~will be repald in three
instalments, 20, 3! and 42 months after the agreement has been stgned

The first interest payment was due on 9 September 1992 and was made on -

- 25 September 1992.

" The second interest payment was due on 9 March 1993 and was made on -

2 April 1993 together with -the interest for late payment of the September
mstalment ‘

The capital repayment due on 26 July 1993 and the thtrd interest payment due on.
9 September 1993 were made on 18 November 1993 together with the interest for

late payment of the instalments due on 9 March and 26 July.




PART TWO: RISK SITUATION

E There are two possmle methods for evaluatmg the rrsks bome by the Commumtv budget

- ' the method often used by bankers of the total amount of caprtal outstandmg for E
the operatxons concerned on a grven date

- " the more budgetary approach ‘of calculatmg the maximum -amount whrch the :
' Commumty could have to pay outin each fmancral year. :

The second approach 1tself has been apphed m two drﬂ‘erent ways v

- - by reference only to actual d1sbursements at 31 December 1993 grvmg the' o

minimum level of risk to the Community assummg that there are no_early -
' repayments o . . T .

| S " on a'more forward—lookmg basis, by reference to all the operatrons proposed by -
: the Commission in order.to estimate ‘the impact on future budgets, giving the

‘maximum risk borre by the Commumty assummg that the Commrssron s proposals o

-are accepted

: For the latter ‘exercise  a number of assumptlons have to be made about dates of
- disbursement, terms of repayment, interest and exchange rates; etc.; details are given in -
“the annex. However this: method does give some 1dea about the future level of’ I‘lSkS

connected wrth the proposals made :

"The results are shown in: the attached tables whrch assess the nsk relatmg to countrres"
~ inside the Commumty and countrles outside the Commumty - '

The overall ﬁgures quoted cover risks of d1fferent types; loans to one country in the case .
- - of financial assistance and loans for projects guaranteed by the borrowers in the case of
-NCI and E[B operatlons for example . \

. The followrng analysrs drstlngurshes between total risk, the risk in respect of - Member_‘ S

States.and the rlsk in respect of non——member countries. = . . - -

‘16._1:’ e
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TOTAL RISK
AMOUNT OUTSTANDING AT 31 DECEMBER 1993 (Table 1)

The total risk at 31 December 1993 came to ECU 14 377 million, 12%' more than at’
30 June 1992,

MAXIMUM ANNUAL RISK BORNE BY THE COMMUNITY BUDGET:
OPERATIONS DISBURSED AT 31 DECEMBER 1993 (Table 2) .

The total risk, which came. to ECU3 270 million in 1993, w1ll drop to

"ECU 2 766 mllllon in 1994 after which it will rise to ECU 3 033 mllhon in 1996 and
* then fall again before i 1ncreasmg to ECU 3 204 million in 2000. '

_ MAXIMUM THEORETICAL ANNUAL _RISK BORNE BY THE

COMMUNITY BUDGET (Table 3) .

This risk comes to ECU 3 200 million in 1994 and will increase gradually to
ECU 4 317 million in 1996; it will fall to ECU 4 050 million in 1997, increase to
ECU 4 675 million in 1998, “fall again in 1999 and reach ECU 7 971 million i in 2000.

RISK IN RESPECT OF THE MEMBER STATES

AMOUNT OUTSTANDING AT 31 DECEMBER 1993 (Table 1) o

The amount of capltal outstanding in respect of operations in the Member States
came to ECU 8 982 million at 31 December 1993, an increase of 15 6% compared

~ with 30 June 1992,

 This increase is mainly due to the operatlon in Italy which accounts for
 ECU 3 990 million.

The amount outstanding from the other operations has fallen or remained stable.

MAXIMUM ANNUAL RISK BORNE BY THE COMMUNITY BUDGET:

OPERATIONS DISBURSED AT 31 DECEMBER 1993 (Table 2)

The risk for 1993 came to ECU 2 744 million. |

The risk will drop to ECU 2 091 million in 1996 and will again fall to a very low
level in 1999 (ECU 291 million) before rising to ECU 2 771 million in 2000 when

- part of the loan granted to Italy falls due (ECU2655 million -in prmcnpal and

interest)..
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. :_ ECU 350 mllhon from Hungary

}

MAXIMUM THEEORETICAL ANNUAL RISK BORNE BY THE

’ COMMUNITY BUDGET (Table 3[

~ The trend is the same as in the previous case up to 1996 when the nsk will amount |

to ECU 2 638 million. It will then drop to ECU 1 983 million in 1997, and increase

“to ECU 2 596 rmlhon in 1998 before reachmg a peak of ECU 5 827 mrlhon 1n 2000.

RISK IN RESPECT OF NON——MEMBER COUN TRIES

: AMOUNT OUTSTANDING AT 31 DECEMBER 1993 ]Table 11

The amount of caprtal outstandmg at 31 December 1993 came . to o

ECU 5395 mrlhon an increase of 6. 4% compared with 30 June 1993.

The increase in the ﬁrst half of the year was 20. 5%

MAXIMUM ANNUAL RISK BORNE BY THE COMMUNITY BUDGET .

- OPERATION S DISBURSED AT 31 DECEMBER 1993 (Table 2)
‘The risk for 1993 came to ECU 526 rmlhon and w111 increase to ECU 1597 mllllon

in 1995, marnly because two repayments of pnnc1pal then fall due:

- -ECU 511 mrlhon from the Repubhcs of the former Sovret Umon ~

The nsk w1]l drop in 1996 and increase agam in 1997 to ECU 1 276 mrllron as the

‘ followmg payments fall due:

"ECU 80 million from Hungary; = '
~ ECU 190 million from the Czech and. Slovak Republlcs
" . ECU 140 million from Bulgaria, : .
ECU 250 million from Algeria, = *~ o

- ‘- »ECU 160 mllhon from Israel.

At ECU 988 ‘million, the risk w1ll be smaller but still at a h}gh 1eye1 m 1998 but - .

should fall to- less than ECU SOO rmlhon in 1999 and 2000

\.
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MAXIMUM THEORETICAL _ANNUAL _RISK _BORNE BY THE
COMMUNITY BUDGET (Table 3[

The risk for 1995 should come to ECU 2 051 mllhon in partlcular the Repubhcs of

* the former Soviet Union are to repay pnnmpal of ECU 653 million that year:

The risk will drop to ECU 1 680 million in 1996, rise again to ECU 2 067 million in
1997, ECU 2079 million in 1998, ECU 2 117 million .in .1999 and
ECU. 2 144 million in 2000. ' . _ : '
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IV ACTIVATION OF GUARANTEES

Tn the second half of ]993 the EIB again called on the budget guarantee in respect R
of loans of around ECU 6. 1 million to the Republics of former Yugoslavia (Bosnia—
~Hercegovma, Macedonia and Serbia). . Payments of ECU 13.5 mxllron were made to .
the EIB on7 September and 10 December 1993

,\,_'.

At 31 December the. Repubhcs -of former Yugoslavra stlll had to repay' e

ECU 28 6 mrlhon in respect ‘of debts pald by the Communrty

" The Comrmss1on also made payments ﬁ'om its cash resources under- Artlcle 12 of "
Council Regulation .No 1552/89 of 29 May 1989 implementing Decision
88/3 76/EEC Euratom on the system of the Commumtres own resources: = .

IR payment of prmclpal and interest due from Rus51a on 26 July and mterest
. due on 9 September 1993 in respect of a loan granted by a consomum of
U banks and guaranteed by the Commumty, E < :

- __payment of 1nterest

o ,due from three Repubhcs of the former Soviet Umon (Russra Armema
.- Kazakhstan) on 15 July 1993 in- respect .of the. borrowmg and lendmg
= ]operatlon of ECU 1250 mxlhon for these Repubhcs '

- due ﬁ'om nine Repubhcs of the former Sovret Umon on 20 October 1993 in"
respect of the same operatlon :

i ,due from Algena and Bulgana on. 15 December 1993 in respect of the o
* loans and financial assistance’ granted to each of these countrres :

\ These payments were eventually made by the debtors concemed except in the case \
- of Tajlkrstan whrch had still not settled 1ts debt on 31 December 1993
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PART THREE: CHANGES IN POTENTIAL RISKS

The figures grven in the previous parts provide mformatlon on the quantltatlve aspects of -
the risks borne by the general budget. - '

However, these data should be weighted in accordance with aspects relatmg to the quality
of the nsk which depend on the type of operanon and the standing of the borrower.

I.  TYPES OF OPERATION '

The risks to which the above figures relate derive from a variety of operations which .
can be divided into two categories: operations with macroeconomic objectives and
those with microeconomic objectxves

A . OPERATIONS WITH MACROECONOMIC OBJECTIVES

The first of these are the balance of payments loans for Member States, normallyA
carrying stnct economic conditions and undertakmgs . :

Fmancral assistance operations are sumlar m nature but are intended for non—
member countries.

Fmally, this category mcludes the credit guarantee of ECU 500 million and the loan -
of ECU 1 250 mullion to finance imports of agricultural products and foodstuffs into
the Soviet Union, since the risk involved in these two operations depends to a large
extent on macroeconomic and political developments in the country.

. B.  OPERATIONS WITH MICROECONOMIC OBJECTIVES

These are loans to ﬁnance Speclﬁc pro;ects which are usually repaid over the long

term from funds which these projects are expected to generate; as a rule, they are

granted to State companies or financial institutions and, in addition to the
. Community guarantee, are covered by the usual guarantees demanded by banks

They are the Euratom and NCI loans in Member States and the Euratom’ and EIB -
loans outside the Community (Mediterranean and Central and Eastern Europe). -
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ECON OMIC AND FINANCIAL SITUATION OF THIRD COUNTRIES
: RECEIVING EU ASSISTANCE UNDER OPERATIONS WITH
MACRO—ECONOMIC OBJECTIVES5
A ALGERIA

1. . General economlc sntuatlon

_GDP reglstered a 2% dechne in 1993 Apart from the general climate. of i msecunty, _
economic activity was hampered by a shortage of i 1nputs spare parts and equipment goods
due to a very strict administrative control of the use of available foreign exchange _
resources.  The ﬁnanc1a] situation of the enterpnse sector further deteriorated and mdustry
~ subsidies continued to weigh heavily on the state. budget. The government budget deficit
deteriorated substantially to an unsustainable level of 14.9% of GDP. Growing

- government and state enterprises deficits resulted in mcreased credlt volumes anda

: growth in the broad money supply by 21%. ' A - . L ~

In splte of these 1nﬁat10nary pressures; 1nﬂatlon actually slowed down from 32% end 1992
to 16% end 1993. This can only be explained in the light of continued admlmstratlve pnce
controls and coercnon especially:in the state enterpnses sector.

' 2. The balance o'f gayment’s

: L : . -
Export revenues, generated almost exclusrvely by hydrocarbon products; drmlmshed by
almost 20% as world oil prices fell.  Given the strict foreign exchange allocation system '
~ established end 1992 ‘this has provoked a sharp decline in imports, from around US$ 10
 billion in 1992 to US$ 7.8 billion only in 1993. . The current account surplus declined to -
around US$ 1 billion. In view .of the econormc and secunty situation, foreign investments
virtually dlsappeared As the economic programme agreed with the IMF went off-track in
1992 and no new programmes were agreed! upon'in 1993, official medium and long term
financing resources diminished and were replaced to a hm1ted extent by short-term .
- commercial credits. ' : : : :

~The exchange rate also remamed under admlmstratlve control and depremated by 5. 5%
~ only, thusleading to a substan’nal apprecratlon of the real effective exchange rate-and a:
consequent loss of competitiveness for domestic industries. The margin between the

- official exchange rate and the parallel market rate widenéd to nearly 160%.

- 3. Forelgn debt

In 1993, on average about 90% of all export revenues were used to service a forelgn debt ;
stock of some-US$ 26.3 billion, requiring US$ 2.1 billion in interest payments and US$ -
7.1 billion in repayments of principal. Nearly three quarters of this debt stock consists of -
publxcly guaranteed pnvate sector credits. Non- guaranteed credlts are non- exrstant

5

This ;ection also provides information on the republica'ol‘.the tormer Soviet Union,
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About 13% are bilateral credlts mostly non- concessmnal Short-term debt is marginal in
the total stock, although its share may have increased recently.

o Towards the end of 1.993, Algeria started, for the first time, to run into arrears on debt

service. These may be, initially, of a purely technical nature. But the negative trend in
export revenus, due to decreasing oil prices, causes concern as it undermines Algeria's
debt service capacity. By the end of the year; the debt service-to-exports ratio climbed to
ciose to 100%, up from an already very high 72% in late 1992. This created a situation
which is unsustainable in the long run as the administrative compression of imports, in -
order to ensure external debt service, erodes the economy's productive capacity and
creates consumer hardship. - As this situation contmued to aggravate early 1994, extemal
debt reprofiling or rescheduling operations are now contemplated by the authorities.
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' B. BULGARIA

1. General economnc sntuatlon

' Stab111zat10n and reform in Bulgana slowed down i’ 1993 The budget deficit detenorated L |

. significantly to some 11% of GDP. (agamst 7% a year earlier). Financial discipline withif

~ state-owned enterpnses also weakened. With virtually no external financing, the'budget . -
. deficit was financed through domestic bank credit. Inflation remained high, at 64% in the o
~ year to December 1993 (79% in 1992) Real GDP is estimated to have dropped by 3 to -

. 4% in 1993, Unemployment rose to around 16% of the labour force in the first months of -

1993; it stabilized since. On the side of structural reform, the results of 1993 were
dlsappomtrng although restltutlon of land and urban property advanced

In December 1993, the Bulgarlan authorltles reached an agreement with the IMF staff on
an economic programme for 1994 that could be supported by a new twelve-month stand-

by arrangement. The programme is 1ntended to restore domestic.and external balances (1t S

. aims in particular to halve inflation - to 30% by year-end) and accelerate the
= _transformatlon process mamly in the areas of ﬁnancral sector reform and pnvatxzanon

2 The balance of payment

Bulgarla S extemal financial situation remained weak in 1993 Exports in convertlble
‘currencies that had grown in 1992 are. hkely to have remained stable (clearly, export
performance in 1993 was adversely affected by UN sanctions against Serbia and -
".Montenegro), while imports.increased somewhat As a result, the trade balance shifted
-.from a slight surplus in'1992 to a deficit of some $0.5 billion (about 4% of GDP), and the
- current account deficit approached $1 billion, The effects of the sanctions (their impact on -
"‘the current account is estimated by the IMF at up to $700 million in 1993) were - :

. compounded by lack of official external ﬁnancmg followmg the failure of Bulgarla to-

; .conclude a stand-by arrangement with the IMF before the very end of 1993 Bulgana also

remained cut off from private ﬁnancmg as'it did wrtually no servicing of the country's _
commercial debt inherited from the previous regime. Forelgn direct i 1m estment remamed s
.- marginal. desplte a partlcularly 11bera1 foreign mvestment law \ C '

However the- natronal currency remamed relatwely stable in nommal terms until’ October
1993, resulting in a strong real appreciation. Since then, there has beenasharp = -
depreciation of the Lev. The Central Bank tried to limit it by raising interest rates and by -
intervening on the mterbank foreign exchange market: These interventions amounted to
some $250 million over the last three months of:1993, and 1ntemat10nal reserves declmed
’ .to $700 million at the end of the year, agamst some $1 brllron in 1992,

In 1994 the trade balance is expected t6 improve margmally and the current account _
deficit to decline to $0.8 billion. The financing of the current account deficit: of the -
_ upfront cost of the DDSR agreement with the commercral banks (see below) and of a

moderate increase in international reserves is assumed to be prov1ded mainly through debt

relief and official financial support: In this.contéxt, the Bulgarian authorities have
- - requested assistance from the Commiunity and the g}-24 for some $330 mllhon Y
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3. F oreign debt

Bulgaria's extemal debt is estimated at $14 billion (equivalent to the GDP, or 400% of -
exports). It includes about $9.5 billion owed to some 300 commercial banks, out of which
about half of which is made up of interest arrears (some $2 billion) and arrears on short-
term deposits and letters of credit. The debt-service ratio is around 70% of ek‘pbrtS ‘

In November 1993 Bulgaria reached an agreement in pnnc1ple with the country s
commercial creditors on the parameters of a comprehensive debt and debt service B
reduction (DDSR) deal. The reduction of the debt stock and of the debt servicing will be
implemented through debt buy-backs and long-term securities (discount bonds at 50% of
face value and interest reduction bonds). In the long run, the deal, which the parties hope
will be implemented by mid-1994, is likely to improve substantially the country's prospects
for attaining a viable external financial position. In the short run, however, it will cost
Bulgaria up to $900 million upfront - more than the Central Bank's present international
reserves. After the announcement of the agreement, the price of the Bulgarian debt on the
secondary market, that had fluctuated below 30% earlier in 1993 (it was at about only
20% in 1992) soared to almost 40% It has decreased since then.

Bulgarla will also need in 1994 to negotlate a.new ofﬁcxal debt reschedulmg with the Paris
Club (the previous agreement with the official creditors, concluded in December 1992,

_ came to its end in April 1993). It is expected that the official creditors will grant Bulgaria“
the same traditional rescheduling terms as in the past. Since their agreement with the
commercial banks, however, the Bulgarian authorities have repeatedly mdlcated their
intention to seek similar treatment from the Paris Club.
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C THE CZECH REPUBLIC

o1 General economlc sltuatlon

Helped by the recovery of domestlc demand and a strong performance of convertlble _
exports, redl GDP in the Czech Repubhc is estrmated to have grown between 0 and 1% i in
1993, the first’ posrtlve rate since real output began declining in 1990. The unemployment
, rate has: remamed at very low Ievels (3.5%at. end 1993) In 1994 the economy is’
expected to grow by 1 3% - -

3 Followmg a85% pnce jump in J'anu‘ary‘l'993' associated Withr the tntroductlon' in that v
- month of the VAT, inflation carme down raprdly to about 0.5% per. month in. March-July, o
endmg the year at 18. 2% ' o B . Y

o Speculatlon agalnst the currency, unfavourable wage and pnce developments and the need

* to drain the excess bank liquidity. that resulted from the conversion of cash holdings and |

~ bank depos1ts ahead of the currency spht led the Czech National Bank to tighten

t ;‘ monetary policy in'the first months of the year. However, since the end of April 1993

- monetary policy has been gradually eased. Regardmg fiscal policy, the state budget

ﬁmshed 1993 w1th a small surplus F or 1994, the government has presented a balanced »

budget " ' o

As far as structural reform 1s concemed the second wave’ of la:rge-scale pnvatrzatron is, -~

already underway As was the case-in the first wave, almost one third of the assets will be

- sold through the voucher method The second wave should be completed by end- 1994 by
whlch time about 90% of the assets of the economy w111 be m pnvate hands B ,

L2 The balan‘ceof a ments o )

. The Czech current account (excludmg transfers to Slovak cmzens of shares in enterpnses

posted in 1993 a surplus of some US$ 600 mio (1. A of GDP) Thisisa surpnsmgly

good result given the acceleration of domestic demand and 1mports gnd the weakness of -
the Czech Repubhc s mam export markets

Aﬁer contractmg by about 40% in the first quarter of 1993, trade wrth Slovakla has
recovered somewhat ‘and is now estimated to have declined by about 20% in the whole of
- 1993 In recent months, the surplus of the clearrng account with Slovakra has been
growing. rapidly. In response in early December, the Czech crown was revalued by 3%

. against the clearing ECU and the Slovak crown was devalued by 5%. In early March
1994, howeéver, the revaluation of Czech crown was fully reversed i m reactlon to the
mtroductron by Slovakla of a 10% 1mport surcharge

Although the net mﬂow of FDI s]owed down 1n 1993 to US$ 450 mio (from US$ 983 mio |
in 1992), the Czech Repubhc has been expenencmg a surge in other caprta-l 1nﬂows since’

" the third quarter of 1993. Thus, net portfolio investment reached i in 1993 about US$ 700 - ;

‘mio and Czech enterprises borrowed abroad US$ 750 mio (basically in the form of bank
 credits). Furthermore, the Czech Natronalz Bank successfully placed seve_ral international



; | bond issues last year. ThlS relattvely lngh degree of access of the Czech Repubhc to the -
~ international capital markets has been reinforced by the upgrading to an investment grade .-
of Moody's rating (from the Bal previously assigned to the CSFIL to Baa3) and by the

e ass1gnment by Standard and Poors of a comparable BBB ratmg

- The combmatlon ofa healthy current account position and a strong capltal mﬂow has put
upward pressure on the nominal exchange rate and has resulted in a rapid growth of

. official foreign exchange reserves, which stood at US$ 3.8 bn at end-1993, compared to.

. US$ 0.7 bn at end-1992. In order to stem the upward pressure on the ‘exchange rate, the -

Czech National Bank is plannmg to make the crown fully convertible for current account -

, transactlons and to liberalize controis on capltal outﬂows ina phased manner. . N

Despite recent speculatlon ona possnble.-reva'luatton of the Czech crown, the_ ‘c_urrency' has
' remained stable against the reference basket of Western currencies used to peg its value:

- The persistence of a significant inflation differential between the Czech Republic and its
- main trading partners, however, has continued to appreciate the real exchange. rate, ‘which

'stands now at a level sumlar to that which prevalled before the 1990 devaluatlons ’

The IMF approved al2- month, SDR 177 mio stand-by credit to the Czech Repubhc in
March 1993. Granted in the wake of the sharp decline in reserves that accompanied the ,
, dissolution of the CSFR, the credit aimed at providing an early boost to reserves and - -
- helping the Czech authorities reestablish international confidence in its policies. ‘

- The current account surplus is proj\ected to disappear in 1994- and turn into a deficit of

about 2% of GDP in 1995, reflecting the acceleration of domestic demand and imports -~ -

- and a further appreciation of the real exchange rate. Such a deterioration in the current
" account, however, is expected to be amply financed by a continued surge in. the inflow of
private capltal resultmg ina ﬁuther 1ncrease in forelgn exchange reserves in those years

3 Forelgn debt

Despite a 51gmﬁcant growth of convertlble debt in 1993 mostly assoc1ated withstrong -
- foreign borrowing by Czech companies, the Czech Repubhc continues to enjoy a low
foreign debt burden: Total convertible debt is estimated to have increased from US$ 6.9 -

. bnat end-1992 to US$ 9.0 bn at end-1993, but this still 1mp11es a relatively low debt/GDP . o
“ratio of 28.7% and a comfortable 55 3% debt/exports ratio. At US$ 1.5 bn in 1993, total

debt service also remains moderate, having even decreased as a percentage of exports

“(from 9.5% in 1992 to 8.9%). While projections for 1994 pomt towards an increase inall.
- debt and debt service indicators, they are expected to remain at fairly reasonable levels. .- - -
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D ESTONIA

General economrc srtuatron '

Followmg sharp output contractrons in 1991 ( 12%) and 1992 (-23%) and a further

~ . decline in the first half of 1993, the economic situation in Estonra improved consrderably Yo _
- in the second half of 1993. The economic rebound; which.is ‘expected to continue in 1994, .-

L reflects the successful implementation of the Estonian programme of thacroeconomic” =~ -
* ¢ stabilization and reform backed by the first IMF stand-by programme (mid-1992 to mid- .
~--1993), its reorientation towards Westem markets and support from the international -
- - community. The official unemployment rate barely rose in the course of last year; wrth
S only 1.7%, it does not yet reﬂect the product1on dechne of the early 1990’

: The Estoman authontres have been very successﬁll in cuttmg rnﬂatron from 954% in 1992_ B

“ (year-end) t0'36% in 1993... . Apart from the virtual complet1on of price’ lrberahzatron by
" the end of 1992, this i is due to the strict morietary incomes policies. The central bank is.

. also prohrbrted from extendmg credits to the Government whlch has been able to balance A

its budget in 1993, followrng a small surplus in 1992

Estoma has made contrnumg progress on structural reform In 1993 Estoma advanced
_further in the area of privatization, especially for sthall enterprrses The Estonian -
o 'Prrvatrzatron Office was also created to better coordinate policies towards the enterprlse

"_-sector: In some cases the bankruptcy law was applied. Banking supervision was improved. .. -

. ~ Following the bankmg crisis of 1993, the banking system was restructured Estoma T
jmamtarned lrberal forergn trade and 1nvestment laws L - :

) 2 The balance of Qayment : _' B " "f‘ | o

o In 1992 Estomas current account was roughly in balance 1nstead of a prOJected US$ lSO :.' _’

o mio deﬁcrt The better than expected perfonnance was largely due to a dynamic expansion .

“of exports of goods to mdustrlahzed countrres limiting the trade deficit to some US$ 50.
. ‘mio, and mcreasmgly also from services earnings. In 1993, imports from Western”. .
__countries grew very dynamrcally (101%). The trade deﬁc1t widened to some uUSs$. 150 m1o -
... and-the current account turned into deficit desprte vrgorous ‘export expansron and an '
" increased surplus in the sérvices account: It is- lrkely that the strengthenmg of domestrc

* demand and the gradual reduction of the comparatlve advantage wrll lead to a ﬁrrther
deterroratron of the current account m 1994 :

N The caprtal account surplus observed n 1992 (US$ 109 mro) expanded further in 1993
" “given the inflow of forergn official caprtal and an increase of forergn drrect investmerit
from US$ 58 mio in 1992, The continued capital inflow was supported by Estonia's liberal
L foreign exchange and lnvestment law. and the stabrhty of its currency. (pegged to the D-
.. Mark under a currency board system since June 1992) It permitted the Bank of Estonia - -
- to accurnulate reserves in the order of US$ 200 mio in 1992 and some US$ 100-mio in- .~
- 1993 to a level equlvalent to about 4 5 months of goods rmports
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-3, Forelgn deb

-In the course of 1993 Estonia's external debt increased from US$ 38 mio to US$ 168 mio
- (nearly 10% of GDP). Nearly half of the increase in 1993 is due to purchases from the .
.- Fund (US$ 59 mio). Debt service stabilized at $20 mio in 1992 and 1993 with- the ratio- to S
exports of goods and services declmmg from 3.2% 10 2%.




' E. HUNGARY.

1. General economic sltuatlon

In spite ofa clear recovery of industrial productnon in the second half of the year real

~ GDP is estimated to have declined by 1% in 1993, basically as a result of the sharp fall of

agricultural output and the partly related- collapse of exports. ‘After a peak in March 1993,

the unemployment rate steadily dechned t0-12.1% by the end 0f 1993. In 1994 the .

recovery of agricultural production and exports from the very low 1993 base, and the -

. gradual strengthening of domestic demand, should result for the ﬁrst tlme smce 1989 in a
f posmve though moderate rate of growth of GDP

VAT i 1ncreases aimed at controllmg the budget deﬁc1t combmed w1th above—average prlce" '
increases, have caused inflation pressures to remam high. At the end of December 1993,
year-on-year 1nﬂat10n stood at 21.1%. - ‘

As part of the SDR 360 rmlhon stand-by arrangement‘agreed with the IMF in September A
1993, fiscal policy is-aimed at bringing. down the consolidated state budget deficit from
7.8% of GDP in 1992 to 5.5% in 1994, The 1993 deficit target (7% of’ GDP) has been.

* met.

. Regardmg structural reforms progress has contmued to be made in the area of )
privatization, the strengthemng of governance in state enterprises, the application of the .
1992 bankruptcy law, and the reform’of the tax and social security systems. Also anew

bank consohdatlon scheme was launched in, December 1993. : : ’

2.  The balance of gazment

Since the th1rd quarter of 1992, ‘the Hunganan current account has suﬁ'ered a sharp A
deterioration and is éstimated to have reached a deficit of about US$ 2.7 bn (7.5% of :
GDP) in 1993 (against a US$ 261.mio surplus in 1992). This is explained by four factors. -
- First, domestic demand is experiencirig a recovery at a time when Hungary's main Western
export markets are suffering from recession or very weak growth. Second, agricultural
pproduction and exports have collapsed as a result of recent droughts and the ~
- .disorganization caused by the privatization-or transformation of state-owned farms and

o cooperatives. Third, exports have also been negatively effected by the observance of the

- UN embargo against Serbia and Montenegro ‘And fourth, Hungary has suffered an
important loss of external competitiveness in recent years, as reflectedin a cumulatlve
appreciation of the forint' s real exchange rate of around 35% (measured w1th consumer
: prlces) since the begmmng of 1990.

The poor performance of exports since the thlrd quarter of 1992 has led the authormes

since early 1993 to increase the frequency and magnitude of the forint devaluations within

' the "crawling peg" in order to produce some real depreciation of the currency. With -
inflation remaining above 20%, however, the impact of this shift in pollcy on the real

- exchange rate has so far been very limited. . RS
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While exports are expected to grow substantially in 1994, as agricultural production and,
to a lesser extent, foreign demand recover, this will be partly offset by the increase in
imports as domestic demand accelerates. In this context, the current account deficit is
expected to shnnk only. moderately in 1994 (to about 6.5% of GDP).

Despite the very high current account deﬁc1t oﬂicnal foreign exchange reserves expanded
from US$ 4.4 bn at end-1992 to US$ 5.7 bn at the end of October 1993. This was made -
possible by a continuing strong inflow of FDI and by the placement by the National Bank

of Hungary (NBH), taking advantage of favourable market condmons of about USS. 4 5

bnin 1ntemat|0nal bonds in 1993.
3. F oreign debt’ |

The negative side of the aggressive international borrowing programme of the NBH has
been.a rapid growth of foreign debt in 1993. Total convertible debt, which had decreased
by US$ 0.9 bn in 1992, is estimated to have risen from US$ 21.5 bn at end-1992 to US$
24.9 bn at end-1993. The debt/GDP ratio has also deteriorated slightly, reaching an
estimated 66.3% at the end of last year: There has been, however, a significant
improvement in the structure of the debt, with the proportlon of medium and long-term
debt i mcreasmg from 89.8% to 92. 8%. - :

Total debt service amounted to 4.3 bn practlcally the same level as in 1992. However,
with exports estimated to have fallen by about 20% in 1993, the debt 'service ratio has

worsened, increasing from 43.9 to 48:1%. Principal repayments are expected to amount to

~ around US$ 2.5 bn this year, down from US$ 2.8 bn in 1993, but they are pro;ected to
rise sharply in-1995 and 1996 to, respectively, US$ 3.4 bn and US$ 3.9 bn. With the
current account deficit expected to remain at relatively high levels in those years, this
"bunching" of amortizations could put consnderable pressure on Hungary's balance of
payments : :
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2 ' The balance of ) ment

ISRAEL

B P General economlc srtuatlon -

GDP mcreased by 3 5% only in 1993 the lowest growth rate smce 1989 The closure of o
the Occupied Territoriés in the second. quarter slowed down économic activity, but an-

' - ‘increase was registered towards the end of the year, following the peace agreement with -
- i‘the Palestinians. 'While growth in the early 90s was driven mainly by immigrant inflows, - - S
; pnvat1sat1on and deregulatton 18 now creatmg a bas1s for more sustamable long-term e

| .,gmwth | : : : i

e

: .;.The government budget deﬁcrt was reduced to 3. 2% of GDP followmg an acceleratron of L
- pnvatlsanon and a reduction in'the housmggprogramme and other subsidies. for. - R
- <. immigrants, inchiding unemployment benefits.- Budget revenue from pnvattsatton was. - . -
“~ . “US$ 250 million only in 1992 and initially estlmated at US$ 400 million for 1993, wh1ch ts"f _

" very small compared to the substantial share of state enterprises in the economy. The - . =
~ -acceleration of privatisation,_ announced in August, is expected to-increase revenue to over. -

- USS$ 1 bllhon by end. 1993. Unemployment continued:to fall, from 11.2% end 1992't0 9% - :
by e end‘1993 as the wave of immigration from Eastern Europe and the ex-Soviet Union of -

E ’the early 19905 came to an end Recent 1mrmgrants were gradually 1ntegrated 1nto the

At the start of 1993 1nﬂat1on accelerated sharply from 9% p a. end 1992 to. 16% p a.in
- .. the first quarter of 1993. Consequently, monetary policy was tlghtened By July, - o
- inflationary pressures had decreased sufficiently and monetary. pohcy eased again. Atthe .
.. endof 1993, inflation had slowed down to 11.5%pa. wh1ch is stlll somewhat above the
C 1mt1al target of 10% . - e

I

Forergn trade was further 11berahsed in 1993 w1th the cancelatron of a2% 1mport duty
. surcharge a 2% export subsrdy and travel taxes, which constltuted trade restrictions -

under the GATT rules. ‘This led to. the effecttve umﬁcatron of the exchange rate in July. -

. for the ﬁrst time in Israel’s hrstory In September Israel accepted the obltgatrons _

concerning the free movement of current account transacttons under article VIII of the

IMF Articles-of Agreement. The Central Bank of Isra¢l maintains a “crawhng peg" -
' ~exchange rate system with a target- deprecmtton rate announced by, the. Central Bank, in * ;
. -line with expected inflation, and a 2% variation allowed around the targeted- exchange oL
. rate. -The announced rate of deprecratton was reduced in July from 8% to 6% thought to-.
e be in lme w1th the slow-down in the inflation rate. . o L

: Followmg the end of the Gqu War external trade started to ptck up agam in 1992 and thrs-' L
trend continued'in:1993. The increase in exports;-estimated-at 10%, wasa strong dr1v1ng 3

force for growth in 1993. Tourism also. revived strongly. - A a result, the current account - ‘

~ deficit were somewhat reduced from US$ 1.2 billion in 1992 to US$ 0:9 billion in- 1993

'anate capital inflows increased as monetary policy was trghtened and interest rates ¢ -
increased. . Long -term caprtal inflows also increased following the approval of al) S$ lO T

.brlhon credlt guarantees package by the US admlmstratron

T3



()fﬁcia‘i"foreign‘ exchange reserves reachéd‘_a satisfying level of US$ 6.2 hillion or the
equivalerit of nearly three m_onths of imports. :

3 Forelgn deh

" The credit guarantees obtamed from the US govemment in 1992 have enabled the
- authorities to draw on medium’and long-term credit lines for investment projects. Total
~external debt increased to US$ 34.6 billion,.of which nearly three quarters was public
sector debt. The debt service to exports ratio improved shghtly as export growth was
© strong in 1993 Other debt ratios remamed more .or less stable :

At the end of 1992, the net extemal debt stock stood at US$ 15:1 balhon and the net” - -
external debt service amounted to US$ 3 bllhon Net debt and debt servnce ratlos are less o

_ than half of the gross ratios. -
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. G. LATVIA

,1. - General economlc srtuatlon '

',Followmg severe output contractrons in.1991 (-8 3%) and 1992 (-33. 8%) the Latwan A
- economy stabilized in the course.of 1993. For-the year as a whole, output contraction was

limited to some 10%, and it is expected that GDP'will expand in 1994. During 1993; the

- official unemployment rate increased from 2.3% to 5.6%. Although this is more than

double the unemployment rates of the other two Baltic countries, it still leaves much room’

for ad]ustment to the lower productron level compared to the late 19805 :

- Last year, the Latvian’ authontres succeeded in bnngmg down inflation s1gmﬁcantly in lme

with the plan set out in the IMF stand-by arrangement of September 1992. At the-end of

. 1993, the level of consumer prices was 31.3% hlgher than one year earlier (958 6%in
" 1992). Apart from the virtual completlon of price liberalization by the end of 1992, this

was due to the tight starice of monetary policy (since the monetary reform of July 1992)
as “well as of fiscal and incomes pohc1es However, a substantial capital inflow i m the

' course of 1993 caused a relatrvely rapld expanswn of reserve money.

. " .Dunng the first three quarters of 1993, the Latv1an budget was in surplus This was not
~only due to tight budget control, but also to. higher than estimated profit and value added .

tax revenues and lower unemployment benefits. Following the approval of a
supplementary budget in October 1993 authorizing increased expenditures for pensmns
and public sector wages, the budget recorded a small deﬁcrt For 1994 -a deﬁclt of 1.7% of _

e GDP is envisaged.

In 1993, Latv1a also advanced ﬁ.lrther ina number of areas of structural reform In
partrcular significant progress was made in the area of banking sector reform. Banking -

'supervision was also strengthened In addition, progress was made in land restitution and

privatization of small-scale enterprises. On the other hand, large-scale privatization did not.

- progress much. This may have been partly linked to the Parhamentary electioninJune .
" 71993 and the subsequent reorganization of the Latvran Government; in th1s area the speed 7
- of reform prcked up at the end of the year ;

g 3 2. The balance of paxments ~v :

_ Latvra s current account pos1t10n ‘was con51derably better than expected under ‘the ﬁrst

IMF programme both for 1992 and 1993. The surplus decreased from US$ 53 mio in
1992 to some US$ 40 -mio in 1993, compared to estimated deficits in the order of US$ 90

- - ‘mio and US§$ 240 mio, respectively. To some extent, there may still be a problem of
underreporting of imports from the former Soviet republics, but the situation also reflects

a better than expected performance in the services account. The reorientation of trade:

. towards Western markets continued in 1993, with exports to the-CIS and Baltics declining -
- by 45% in volume terms, while expanding another 21% to the rest of the world It is lrkely
. that the strengthening of domestic demand and the gradually dnmmshrng comparatlve

advantage wrll lead to a detenoratlon of the current account in 1994.
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As a consequence of the strong capital inflow in 1993, the Bank of Latvia accumulated a
large amount of reserves (some US$ 360 mio), increasing its gross level to some US$ 530
mio or an equivalent of 4.7 in months of total imports (from 1.8 at the end of 1992).

R Foreign debt

La TVA's external debt increased from US$ 53 mio to US$ 504 mio (nearly 14% of gdp)
the debt service barely increased from US$ 15 mio in 1992 to US$ 18 mio in 1993 with
* the ratio to exports of goods and services dechmng from 2% to 1%.
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H LITHUANIA
'l.' General economic srtuatlon | B . o o -

In Lrthuanla output contractlon seems. to have halted at the end of 1993, and the overall -
GDP decline is estimated at 16% for the whole year, following declines of 13% in 1991
and 38% in 1992. The official unemployment rate rose only moderately in the course of -
1993 and reached a mere 1.6% at the end of 1993 Hidden unemployment is estlmated at
some 7%. B _ »
The Lithuanian authorities have reduced inflation in 1993, even though less rapidly than
the other two Baltic States. The increase in consumer prices which reached.1163% at the
end of 1992 fell to 189%-at end-1993. Strict incomes and fiscal policies throughout the .
year; combined with a monetary policy that was tightened in Spring 1993, contributed to ..
 the strong deceleration of inflation during the Summer. However, as the central bank -

intervened in the foreign' exchange to prevent a strong appreciation of the litas as a result- . - '

of capital inflows, monetary expansion plcked up and contrlbuted toa plckup of 1nﬂatron
towards the end of the year. Lo .

The L1thuaman authontres managed to keep publlc expendrtures under tlght control m
1993. They also strengthened revenues through trade reforms and an increase in the
‘general sales tax, such that the budget was broadly in balance, following a deficit i inthe

~order of 1% of GDP in 1992. For 1994; a deficit of some 1% ofiGDP is env1saged wh1ch L -

the Government plans to ﬁnance through the sale of treasury bills.

Regardmg structural reform Lrthuama also contmued to progress in'a number of areas as _
foreseen under the IMF stand-by arrangement of October 1993. Privatization advanced
 further; by J anuary 1994, 2/3 of all companies eligible for privatization (173 of all state -
.capital) had been privatized through vouchers, public share subscription and auttions.
- There were also additional price liberalization measures, including the abolition.of proﬁt '
~margins. Progress in bankmg reform ‘was relatlvely slow in 1993 and should speed up in
1994

.2 The balance of payments ‘

The current account shrﬁed from a surplus of US$ 90 mio i 1992 (ongrnally a deﬁmt of
- US$ 160 mio had been expected) into an estrmated deficit of about US$ 250 mio in 1993
(8 4%.of GDP) ‘A major factor contnbutmg to this deterioration in 1993 was Russia's
move to world market levels for its energy. exports to Lithuania in Fall 1992. The trade

balance swung from a US$ 65 mio ‘surplus to a deficit of US$ 270 mio. The reorientation .
of trade continued in 1993. It is expected that the current account wrll detenorate further o

in'19%4to reach a deficit.in the order of US$ 400 mio (some 8% of GDP)
. SR . -
The deterloratlon of the current account in 1993 was accompamed bya substantlal
' 1mprovement in the capital account from a surplus of US$ 90 mio in 1992 to some US$
© 270 mio in 1993. Foreign direct investment increased substantially (from US$ 10 mio to
US$ 40 mio), but remained low in comparison.with that of the other two Baltic States, -
~ and Estonia in particular. The inflow of official transfers and medium- and long-term - j



loans roughly tripled to reach in total some US$ 280 mio in 1993. This capital inflow

permitted the central bank to accumulate US$ 160 mio in reserves bringing the stock up
to US $ 280 mio. In terms of months of imports, this signifies however a decrease from
26in1992to 1.8 in 1993 mainly reflecting the rise in 1mports ' : :

3. Foi'eign debt

In'1993, Lithuania's external debt stock increased from US$ 99 mio to US$ 345 mio
(some 11% of GDP) and the debt service increased from a mere US$ 2 mio in 1992 to
US$ 15 mio (0.7% exports of goods and sérvices). -
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'1_. . ROMANIA

L General economlc srtuatlon

In the course of 1993 the decline in real GDP has apparently halted and annual GDP: (
growth is expected to be around zero.” The decline in industrial output has been reversed
in the second half of 1993 and agncultural output has increased substantially. In

. December 9. 9% of the labour force was une’m‘ployed compared 10 8.8% in Jan‘uary :

" The expected consohdated government budget deficit for 1993 is in the range of 1-2% of .
- GDP. A fundamental change in the revenue structure was achieved by the replacement of
' the turnover tax by a single-rate VAT in July 1993, which also led to a better-than- .

o expected outturn of fiscal revenues. The abolition of most consumer subsidies in May '

1993 as well as a restrictive pubhc sector wage mdexatmn pohcy have restramed
expend1tures ' '

‘ Most consumer prices had been liberalised and subsidies eliminated by May 1993. 'Prrces

- of energy products remain controlled, with frequent adjustments to keep them broadly in

line with border prices. Inflation mcreased from about 200% in 1992 to over 300% in .
1993 as monetary pohcy remamed weak.

N Commerclal bank mterest rates as well as NBR (N ational Bank of Romama) refinancing -
. rates have remained strongly negative in rea.l terms throughout 1993. Thishasledtoa . -
' ﬂlght out of the Leu into forelgn currency holdmgs as mdrcated by the growth of forelgn

currency- deposrts

Inter-enterpnse arrears contmued to accumulate although at a slower pace. Prrvatlsatron
of state-owned companies hardly made.any progress, except. for small busmesses
prlvatrsed through management and employee buyouts -

The €conomic stab111sat10n and reform programme agreed upon with the IMF got off-

track in Iea.rly 1993. However, by end 1993, an understandmg on anew stabrhzatron and -

. reform programme had been reached R o .

| 2. . The balance of p_ayments

The- NBR has contmued to manage the oﬂiclal rate and multrple exchange rates have

- persisted throughout 1993. The official exchange rate depreciated from 433 Lei/US$ end |

1992 to 1360 Lei/US$ end 1993. As the speed of depreclatlon of the Leu was slowed ..

o . down by the NBR during the last quarter of 1993, the gap between the official and the

exchange bureaux’ exchange rate widened substantlally to more than 50% by the end of
the year. A 20% deprecratlon of the official rate end December was not suﬁ'rcrent to

' substantlally reduce this &ap.

Imports stablllsed around the 1992 level as domestic demand remained weak. Exports -
registered an increase as'the Interim trade agreement with the European Community

= became operat1onal As a result the current account deﬁcrt shghtly dlmmlshed to US$ I3
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bxlhon The impact of the Interim Agreement and the granting of MFN status on the Us
market wﬂl further i lmprove the current account in 1994 A

Direct- forelgn investment 1nﬂows remain very low as large-scale privatisations have not
really started yet. Although macro-economic reform programmes were stalled in 1993,
. medium-and long term official aid mﬂows continued at virtually the same levels asin : -
1992. - :

The overall balance of payments remained positive throughout 1992 and 1993, reflecting
an increase in foreign exchange reserves held by commercial banks while the NBR foreign
reserves shrank. They were below US$ 50 million by end 1993, equivalent to 3 days of
imports, while commercial banks held some US$ 1 billion in forelgn assets.

' 3. Foreign deb ‘

- Total external debt mcreased rapldly from vu’tua]ly zero in 1989 to over US$ 5.8 billion or
22% of GDP end 1993 and debt service accounted for 16.7% of export revenues. As
foreign investment inflows are unlikely to increase rapidly, official medium and long term __
loans will remain the principal source of finance for the current account deficit and,
consequently, the growth of the debt stock is projected to continue.



J. RUSSIA.
1. ‘General economic situati'on:-‘, |

Russia's economic performance has been particularly disappointing in 1992 and 1 993, The
fall of output (-19% in 1992) was still pronounced in 1993 (-12%). Investment has fallen .
- to no more than half of its 1989 level. Financial policies have been loose for most of the

_period and inflation has remained very high - 20-25% per morith. Living standards have

“declined markedly Also, progress with putting in place the legislative and institutional -

o framework for a market economy has been patchy, and structural reform slow in most '-

respects. A bankruptcy law came into force in March 1993, but has not begun to be
implemented, as was the case with. many other key measures. However, a large share of .
small enterprises has been prrvatlzed and a mass privatization programme was developed,

~ - under which close to half of large enterprises had been privatized by the end of 1993. In

. ,October 1993, a decree was 1ssued allowmg for the ﬁrst time the pnvatrzatron of land

In May 1993 agreement was reached between the: govemment and the Central Bank to |

~ - reduce credit expansion, incréase. interest rates and limit the budget deficit, The measures

) nnplemented in the following months brought down money supply growth; which helped

Tt reduce monthly inflation to-13% in December. The steep fall of the exchange rate was .

~ arrested. Progress in stablhzatlon allowed the IMF to agree on 1 July on the disbursement
~of the first half of a'$3 billion loan under its new Systemic Transformation Facility.
. However, as the curbs on government spending were often achieved by deferrals rather
- “than by cuts, a renewed inflationary 1mpulse was expected in early 1994. January 1994
~ inflation was.22%, and the excharige rate.of the rouble, that had remamed fairly stable -
- since the end of September went down from. around 1250 roubles per dollar to over 1600 ;

. roubles since the begmmng of 1994

mstruments of direct government control

- _As a result of the strong showmg of natlonalrst and conservatlve forces in December 1993" '
~ elections, economic policy looks set to give less attention to macroeconomic stabilization,
~but rather to safeguarding incomes, employment and productlon with a greater use of the -

- _' AZ:_ The balance of payment 4

-~ Russia's extemal s1tuat10n worsened substantrally in 1992 and 1993 reﬂectrng the 1mpact
‘of the systemic changes, the dlsrupt1ons of traditional trade and payments arrangements.
- and domestic macroeconomlc policies: However, during this period Russia's gross foreign
exchange reserves increased to close to $4 5 brlhon (they were: vrrtually nil two years -

= ‘earher)

\

S, - 'In 1992 ofﬁcral balance of payments support from the West (brlateral trade credrts and

grants and credit from the IMF of $1 billion under the first credit tranche arrangement). -

" approached $17 billion. However, owing to a weaker export performance, a bunching of
- debt servicing obligations and large recorded or unrecorded capital flight (estimated to -

some $10 billion), this did not prevent either a sharp reduction of i imports or a dramatic -
’ 1ncrease in debt arrears. ln 1993, 1mports appear to have been ﬁ,lrther reduced and the -
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trade surplus is likely to have widened substantially, maybe to over $10 billion; also, the
capital outflows were quite significant - certainly larger than new financing. This is due, at
* least in part, to lowerlevels of official external ﬁnancmg (around $9 billion) and not
sufficiently strong domestic financial policies.

3. Foreign debt'

At the end of 1992, total foreign debt of the former Soviet Union approached $78 billion,
up from $67 billion a year later. It was over $80 billion at the end of 1993. More than half
of the debt is owed to official creditors. The debt remains, however, relatively modest in
view of the size of the economy (some 60% of GDP at the end of 1993). In 1993, total
"scheduled debt servrcmg ($19 billion) represented almost 50% of exports.

In December 1991-January 1992 the ofﬁcral and pnvate creditors of the former Soviet .
“Union agreed with the former republics on a deferral of some $7.1 billion (principal
repayment obligations on credits extended to the USSR before 1991). The deferral -
proved, however, insufficient since Russia, the only former Soviet republic to have made
any debt servicing in 1992 (the payments were supposed to be made by all the NIS made
jointly and severally responsible for the debt), was unable to meet the still substantial
obligations. Russia's debt payments in 1992 amounted to only $1.6 billion. As a result,
arrears increased dramatically; at the end of 1992, they approached $12 billion.

In early April 1993, a generous debt rescheduling agreement was reached with the Paris
‘Club that reduced the official debt servicing in 1993 by some $15 billion. The agreement
was this time concluded with Russia alone, making it the sole actual manager of the ex-
‘Soviet debt: The agreement goes well beyond the deferrals agreed earlier and the standard
creditors' practice. It was granted before a fully fledged IMF programme was put in place;
- it covers credits extended.in 1991, i.e. after the cut-off date agreed previously; it provides
for a medium-term deferral of part of moratorium interest. The creditors have recently
decided to prolong the validity of the 1993 agreement until the end of April 1994, but
further negotiations may prove dlfﬁcult in the absence of an IMF programme.

Also, in July 1993, Russra reached an agreement in principle with the commercial banks -
ona Iong;term rescheduling of the ex-Soviet commercial debt ($24-26 billion is owed to
some 600 banks). In parallel with progress in the negotiations with the commercial _
creditors, the price of the Russian debt on the secondary market that had been below 20%
at the beginning of 1993, rose gradually to some 55% by early December. Subsequent

" ‘delays in the final agreement due to unsettled legal issues and Russia's failure to make the -

payment of part of interest arrears due in 1993 ($450 mlllron) have, however, led to a new
fall of the prrce to 35%.

41



e

K. OTHER NEWLY INDEPENDENT STATES

CL General ec(')nolnlc situation

- _The situation in the other Newly Independent States varies considerably. All the former
- republics have suffered in 1992-1993 from the weakening of old structures which have not . -
- " yet been replaced by market-oriented institutions and the collapse of inter-republican trade
. links. The decline in trade among the former republics (20-30% in 1992, probably of a - -
similar magnitude in 1993) has had serious knock-on effects on output. Output declines in
1992 -ranged from around 10% in Belarus and Uzbekistan, to 40% in -Georgia and
Armenia. Declines in activity contiiued in' 1993 (between 7% in Moldova and 25% in
Tajikistan), but two countries (Turkmenistan and Uzbekistan) ‘reported increased
aggregate output in 1993. Loose financial policies in many NIS compounded the adverse -

effects of the external shocks. Inflation remained very high throughout the area. In 1992, .

it varied from around 6 times (in Azerbaijan) and over 16 times (in Ukraine). In 1993,
inflation - accelerated markedly in a number of NIS, and several new states (Armema,
Georgia, Ukrame) are clearly in hypermﬂatron ¢ .

- 'Far-reachmg €conomic reform has begun in most: NIS, and some of them have already" y

~made considerable strides in the transition to market-based system while unplementmg. :
_ stricter financial policies. Kyrgyzstan, Moldova, Kazakhstan and Belarus have received

financial support from the IMF (the first three,-in the form of stand-by arrangements).
Other States have yet done little to change the inherited economic-structures. Some are

‘hardly- in a ‘situation which allows them :to contemplate -systemic reform: Armenia is .

- suﬁ‘enng a: blockade Tajlkrstan and Georgla are devastated by civil war or ethmc unrest.

2. The balance of payments - .

: The balance of payments s1tuat10n of the area is extremely weak with probably the -
exception of Turkmenistan. Large trade deficits with Russia, linked primarily to higher
pricés for energy and raw materials imports' from Russia, make - the .current account
- position of number of the new states hardly sustainable.. The financial credrbllrty of most :
NIS is further aggravated by lack of xntematlonal reserves. _ _ ‘

-

Ina longer term perspectrve the new states present ‘rather vanable prospects Some have
considerable hard currency” earning potential (Kazakhstan," Uzbekistan) and industrial
capacity. Others are clearly close. to:developing countries and. will therefore strongly
depend on external assistance. Armenia and Kyrgyzstan have already been made ehglble ’
to thhly concessional IDA 1end1ng . . *

3. Forelgn debt

1In 1993, the NIS have achreved substantial progress in clarlfymg the1r posmon Vis-3-vis.
- the question of the foreign debt of the former Soviet Union. Imtlally (at the end of 1991),
‘the former republics were made ]omtly and severally responsible for such debt. The
Memorandum of Undeistanding setting forth the principle of joint and several -
_responsibility was srgned on 28 October 1991. The April 1993 Paris Club agreement w1th
- Russia was accompanied by a change in legal arrangements on debt servicing within the - .
FSU making in fact Russia the sole actual manager of the debt. ‘Accordingly, the credltors
- acknowledged that the so-called "zero- -option" agreements concluded by Russia with

- other former republics (by virtue of which Russia takes over the full amount of the ex-

- Soviet debt, in exchange for the full amount of the ex-Soviet external assets) discharge

them of any servicing of such debt. Already in 1992, Russia had cconcluded full zero- -



option agreements with Belarus, Kyrgyzstan; Turkmenistan and Uzbekistan; it had also.
signed temporary protocols with several other NIS. More recently similar agreements
were concluded with Armenia, Azerbaijan and Moldova. : -
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L THE SLOVAK REPUBLIC :

L General economrc sntuatlon

~

. Slovak real GDP is- estrmated to: have declmed by 5 7% in 1993 1mplymg a fourth B

- consecutive year of recession, and is expected to show at best zero growth in. 1994 The
C unemployment rate reached 14.4% at end-1993 : co

The split of the CSFR has d1srupted trade w1th the Czech Republlc and has obhged the o
" Slovak authorities to- pursue Testrictive macro-economic policies. Monetary policyhadto .

' ‘be very tight'in the first half of 1993 in order to defend the country's reserves amid

speculation about a devaluation of the Slovak crown. Whlle the monetary stance was
"~ gradually eased after the July devaluation, the reemergence of pressures on the’ exchange

* 'rate at the end of 1993 obliged the National Bank of Slovakia (NBS) to raise the discount- - B

" rate on December 21. On'the fiscal front, the authorities have made a srgmﬁcant effort to-

T jcontrol the budget deficit after the termination of the fiscal transfers from the Czech lands,

- in'spite of which the genera] government 1s estlmated to have runa deﬁclt of about 7% of ;

S g GDP last year

- Increases in mdrrect taxat1on and the 10%: devaluatron of the Slovak crown in July 1993
- have resulted in an mcrease in CPI mﬂatlon from 12 7% at. end-1992 to 25 1% at end-
-.1993. - : . R

| .Wrth the first wave of large—scale pnvatlzatlon havmg been completed last spnng, ‘the

Slovak government is now preparing a second wave that w111 primarily rely on trad1t1onal )

_ .'pnvatlzatron methods, such as direct sales to forergn investors and tenders. Coupon
o prlvatrzanon w1ll st111 be used but ina much smaller scale than before. :

.l . 2 - The balance of p_ayment

S The loss of the ﬁscal transfers from the Czech Repubhc was expected to unmask alarge

- deficit in the Slovak- current account. In the event, however, the sharp compression of -

_ domestlc demand and 1mports and the devaluation of the’ Slovak crown have avoxded the

" emergence of & serious deficit. Thus, excludmg transfers from the Czech Republic
‘associated w1th the distribution of voucher-shares to Slovak citizens, NBS data show a -

' total current account deﬁcrt of US$ 289 mro (or 2. 9% of GDP) in the ﬁrst 10 months of a
1993 ' P . . . . . S

: Slovak1a is; however havmg problems fo ﬁnance éven thrs smaller-than—expected accountf- -
" deficit. At an estimated US$ 100 mio in 1993, net FDI continues-to be of little - . k.
~ significance. Furthermore, Slovakia lacks good access to the international caprtal markets

~ partly because, unlike the Czech: Repubhc Slovakia can no longer benefit from the solid -

" international economic reputation that the federal govemment had built since the”

o ;begmmng of the reforms. Slovak borrowers have placed only two inteérnational bonds
“since the break-up of the CSFR. Finally, speculatlon about a devaluatron of the: Slovak

*crown has resulted both in the first half of 1993 and smce the end of that year in a - /-'
: s1gmﬁcant outﬂow of short term capltal N A



‘To help ease its balance of payments constralnt the IMF granted to Slovakla an SDR

64,35 mio (US$ 89 mio) Systemic Trans{ormation Facility (STF) loan in July 1993. The .
- IMF is also-about to reach agreement with the Slovak authorities on an economic policy -
progamme 'that could be supported in the coming months by a stand-by arrangement and,

o __ possibly, a second purchase from'the STF. In addition, the World Bank approved in '

November 1993 a US$ 80 mio Econormc Recovery Loan ‘

* The weakness of Slovakia's balance of payments has been reflected in a very. vulnerable
foreign exchange reserves position. Capital flight in early 1993 practically depleted official
-hard-currency reserves. This led the authorities to introduce temporary restrictions in

.

.. February¢. While official reserves recovered between May and September, the NBS has \

again been losing reserves in recent months. Official foreign exchange reserves stood at -

L -only US$ 343 mio (two weeks of 1mports) at the end of January 1994

- The balance of payments is expected to strengthen somewhat but remain weak in 1994,
Depressed economic activity, the mtroductlon of a 10% import surcharge on consumer
goods in early March and, perhaps, a new devaluation of the currency could result in some
reduction in the current account deficit. The capltal account is also likely to improve,
" supported by substantial official financial assistance and by a reversal of capital ﬂlght once
- the exchange rate situation is clarified. This would be consnstent with an increase in - - '
'ofﬁcral reserves in'1994. ’ :

On top of the 10% devaluatlon of the Slovak crown against convertible currencies,
" decided last July in the context of the adjustment programme agreed w1th the IMF, the
~ currency has been devalued by 5% agamst the clearmg ecu. .

3. Forelgn deb ' .

Desprte last year's’ 51gmﬁcant growth of forelgn debt Slovalqa continues to show a .
relatively low foreign debt burden. Total convertible debt is estimated to have increased -
" from US$-2.6 bn at end-1992 to US$ 2.8 bn at end-1993, a levél which still implies

| _relatlvely comfortable debt/GDP and debt/export ratios of, respectrvely, 28 and 42% -

Slovakla remains current in all its debt service obhgatlons Total debt service is estrmated
to have amounted to USS$ 670 mio in 1993, practically unchanged from 1992. While the . -
decline in exports has resulted in some deterioration' in the debt service ratio, such a ratio

s still at a reasonable level (10%). Principal repayments, however, are projected to

increase considerably in the coming years, puttlng some addrtronal pressure ¢ on the balance
~of payments : :

©  These restrictions were removed in December 1993 e s 5 -
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-F-3 . Country Risk indicators

- Last update® L - . -

| 28/02/94 Country:- Algeria
1991 | 1992 1 1993.(1)

_ Real GDP growth rate (in %) - -28! .18 20
Industnal production ( % change) 100 --25] n.a
Unemplcyment rate (end of period), 20.24: 219 n.a
Infiation rate . - B {Dec/Dec) L2280 321 16.1
Exchange rate (dmars per USD) (change, Dec/Dec). . 7551 657 - 54

"+ Nominal effective exchange rate (change Q4/m4) (-= deprecratlon} + 500! 1.01 (03103) 53
Real effective exchange rate . . (change, Q4/Q4) (- =.depreciation) ' 38.5! i 25.0| (Qa/Q3) 2.4
(1990=100) - e L S

General government balance (as % of GDP) 3 1.0} 66 -0 1458

Balance of payments " )

" Exports of G&S (in bn USD) 130 122 -10.3
Current account balance (in % of GOP) 26 - 1.2 1.2
Net inflow of foreign direct i'nvestmen( (in mio'USD) -800: . 400 n.a

" Official FX reserves (end of peruod) - . .
“in bn USD 16 1_7] 19

in months of imports of G&S 20 20| 23

Ei(ternal debt D s
Extemal debt . . 272 26.2! 257
{in convertible currenc:es in bn USD. end ofpenod) ’ -1

medium and long-term (> 1 year) 262 25.0! na

shortterm (=< 1 year) : 1,0 1.2 na
Convertible debt servnce (in bn USD) h g2 95i " ‘g1 -

principal : 67 71 < 7.0
©interest 25 2.4 - 21
Extemnal debtVGDP (%) . 633 5761 559

- External debt/exports of G&S (%) 209.4 - 21565 2495
Debt servicelexports of G&S (%) 705 7861 - 89.3
Arrears’(on both interest and principal, in mia USD) No Noi © No
Debt reliet agreemenls and reschedulmg No ‘No No S

IMF_a_rrangements . N
Type/no SBA Na - No
(Datel y o (6/91:3/92;

* On track/off track ’ Off-track -

(-1 Date) ¢ Q11992
Indicators of market's perceived creditworthiness ' ;
Moody's long-term foreign curre\hcy rating {end of penod) Notrated Not rated Not rated -
S&P long-term foreign currency rahng (end of penod) ' Notrated - Notrated | “Notrated
EIU country risk service (2} - - Lo B
Score (end of period) . Notrated Notrated-| Not rated
Rating.(end of penod) Notrated: Notrated |~ Notrated -
- Euromoney o S Mar Sep
Position in the ranking (3) . 83 . 66 68 79°
(number of countries)” (130) (169) ,(169) (170) - |
The Institutional Investor Mar Sep i Mar Sep Mar Sep.
" Position in the ranking (3) 47 52 | .53 57 | .62 €9 ~
_{number of countries) . (111)(113)1(119) (126) | (127) (133)
Credtt rating (4) ’ 379 342:331 288| 282 271

' (1)

For some data pfehmmafy est»mates
@

e
(4)

the highest risk.

The higher the score in the rankmg the Iower the crednwodhlness of the country.
Countries are rated- -on a scale of zero to 100, with 100 representing the least chance of defaun A gwen coumfy

Countries are grven a rating between A - E end a score between 1 -100, with E and 100 represenlmg

may improve its ratmg and still fali'in the ranking if also the average global rating for all rated countnes improves. .

i



I-F3 . .o . ~Country Risk indicators

(3) CounmsarcgwenamtmgbetweenA Emdascorebetweenl 100, with E and lOOrepresentmgthehlghmtnsk

(4)  The higher the score in the ranking, the lower the creditworthiness of the country.

Last update: ' Country : Bulgaria
09/03/94 - -
- - ‘ 1992 __1993(1)
Real GDP growth rate (in %) -5,4 - -40
Industrial production (% change) - -11,0 -9.0
Unemployment rate (end of period) - 156 164
inflation rate - (Dec/Dec) : , 79.4 640
_ Exchange rate (Leva per USD) (change, Dec/Dec) 12,4 36,0
Nominal effective exchange rate (change, Q4/Q4) -= depreclatlon) -15,7 (Q3/Q3) -3.1
Real effective exchange rate - __{change, Q4/Q4) (- = depreciation) 43,6 59,2
General government balance (as % of GDP) 6.9 -11,0
Balance of payments . T ’ '
Exports of G&S (in bn USD) c 3.5 3.4
Current account balance (in % of GDP) . - 4.4 -79
Net inflow of foreign direct investment (in mio USD) - 42,0 na.
Official FX reserves (end of period)
inbnUSD ~ 1.0 0,7
in months of imports of G&S - 3,2 2,2
External debt ’
External debt (2) 10 12,4
(in convertible currencies, in bn USD end of pcnod) :
medium and long-term (- 1 year) na. na
short-term (= < 1 year) na na. .
Convertible debt service (in bn USD) 2,9 24
principal - 2,0 12
interest 0.9 1.2
External debt/GDP (%) 1333 98.4
External debtexports of G&S (%) 3680 4120
Debt service/exports of G&S (%) - 85,0 69.0
Arvears (on both interest and principal, in ban USD) . 6,1 X na.
Debt relief agreements and rescheduling Paris Club London Cl.
: . (resched.) - (roll-overs, and
London Cl. DDSR agreed in
(roll-over) principle)
IMF arrangements-
Type/no 'SBA No
(Date/ -) (04/92-04/93) -
On track/off track On track -
( -/ Date) : -
" Indicators of market's perceived creditworthiness
Moody’s long-term foreign cumrency rating (end of period) Nr rated " No rated
S&P long-term fore:gn currency rating (end of period) No.rated " No'rated
. EIU-country risk service (3) . a
_Score (end of period) 80 80
Rating (end of period) . E E
Euromoney ’ Mar  Sep
Position in the ranking (4) - 91 118 - 125
{number of countries) (169) L (169) (170)
The Institutional Investor - Mar Sep Mar Sep
_ Position in the ranking (4) - 81 86 ‘91 . 89
{number of countries) (119)X126) (127) (133)
Credit rating (5) .21,1 19,8 185 19,5
(1)  For some data, preliminary estimates. :
. (2)  Any shori-term debt is actually arrears. ’

(5) Countries are rated on a scale of zero to'100, with 100 rcprsentmg the least change of default. A glvcn counlry may unprove its ratmg and still fall in the

ranking if also the average global ra!mg for all rates countries :mprovm

L
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7
Last update: . : : e '
28/02/34 o e Country:” " Czech Republlc- -y .
— S - 793z 11983 (1

Real GOP growth rate (in %) : A7l os|
" industrial production { % charige) ' R [+ 6] R I
"Unemploymenl (% of labour force) (end of penod) o2 6| RERE X1
A,.Inﬂatlonrate o :."*(DedDec)- S ‘127j_ SN ] N
- Exchange rate (CK’s pet USD) . . {change, Dechec) s .38l .24
" ‘Nominal eﬁectrve exchange rate * - . {change, Q4/Q4) deprec:atton)'i _ s 0!(03/03) 37
. 'Real effective.exchange rate’ ™~ - .~ _(change 04/04) (- -deprec:atron) o .- 94tQ3/Q3) 159
General govemment balance (as % of GDP) ~ - : 0.4 © DO
[Batance of payments - 2 1 =i
Exports of G&S (m bnUSD) . 1 PTo1a8l - T183)
Current dccount balance (m%of GDP) , BT . ) < ' SO TR -1 N
“ . Net-inflow of foreign direct investment (m mio USD) S s ; ' 983 - - 450
.. Official FX reserves (end of penod) : - R -
. iA bn'USD . - e : o Do ¢ .38
Sin monthsoflrnpons of G&S S A . 11 27
E:gte‘rrim 'debt fend of périod} ' ‘ _ ; .
IExtemal debt - - ‘ 6.9 - 9.0
(in convemble currenc:es n bn USD end ofpenod) ' .
medium and long-term (> 1 year) ’ R RO LT 510 7 68] -
short-termn (=< 1 year) _ - T ST T o8 22t
- Convertible.debt servnce {in bn USD) ' 14 A )
) principal . P T ST : .. ge - . -09
 interest o . R “os o8l :
" Exterhal deblUGDP (%) : o ) 2540 - 287
External deblexports of G&S (%) 7. T 468 7 553
. "Debt servicelexports-of G&S (%) LT ©9s5i . 7 89
" Atears (on both interest and principal; in mio USD) Noi-. . Nol"
. Debt reluef agreernents and reschedulmg )

No .- Nel

T hiMF a(raﬁgerﬁents* E

" Typelo

, R S ; SBA - SBA
(Date /-y e R e - (4/82-493) - (3/93-3/94) |
Oon: track/oﬁlrack ) S : B R . on-track bul .On-track
"~ (-/Date) .’ - expweg with’ o
o g - " dissoicton © _
of CSFR- L
lndlcators of market s petcelved credrtworthlness -

: Moodys long-lerm foreign currency ratmg (end of penod) (2) - "Bat ", Baa3.
S&P iong-term loreugn currency ralmg (end o( period) - v "y Notrated BEB .
EIU country risk service (3) . L : Lo

Score (end of period) S 8 P30 . .25
" Rating-(end'of period) N - R A -
_Euromoney " T, I Mar - Sep
Posmonmlherankmg (4) . R 49 I 48. 43,
~(number of countries) . T © . o ' C(169) | (169).(170)
' _Thelnstntutlonal Investor (2). - - Mar --Sep. |~ Mar-Sep
- Position in'the ranking 4 ) 137 39 ‘ 42 " 40
{number of countries) e L9y (125) | (127 (333) | -
- Credit rating (5) : 47 1 46t E 446466 |-

(1) For some dala pre[:mlnary estnmates . i
) (2) For. 1992, rating or posttion in the rankmg ass-gned to lhe fonner CSFR

(3) Countries are given a ratmg between A-Eanda score between 1 - 100 w:th E and 100 representmg

the highest risk.

kt‘l) The higher the score in the, ranknng the lower lhe credrtwonhlness of lhe country

o (S) Countries are rated- -on a'scale of zero to 100, with 100 represenung the least chance of defaun A grven country

'may |mprove its ratmg and still fall in the ranklng if also the average global ralmg for aII rated coumnes Impfoves R
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Last update: N : v .
28/02/94 ) Country: - . Estonia
1992 [1893(1)
. Real GDP growth rate (in %) - -23.0] - -5.0
Industnial production { % change) -387 - -352
¢ "Unemployment rate (end of period) : 201 17
Inflation rate {Dec/Dec) ©. 95351 - 357
Exchange rate (Kroons per USD) ~  {change, Dec/Dec) : na. 8.2
Nominal effective exchange rate * - (change, Q4/Q4) (- = deprec::ehon) -n.a. n.a
Real sffective exchange rate ~ {change, Q4/Q4) (- = depreciation) . ‘nd na.
General government balance (as % of GDP) 1.7 0.0
Balance of payments
Exports of goods (in mio USD) 650 1000
Clrrent account batance {in % of GDP) 8.9 17
Net inflow of foreign direct investment (in-mio USD) 57.9 . 86.4
Official FX reserves (end of period} - ' oo
T in mioUSD . . . . 1951 344 9
in months of imports of G&S 3 6 Y S A
External debt * o
. "
External.debt - ) 3817 168.3
{in convertible currencies, in bn USD. end ofpenod) i " o :
mediutm and long-term (> 1 year) n.a na.’
short-term (=< 1 year) na. na
“Convertible debt service (m mio USD) 2081 - 208
principal n.a. na.
interest : ) 3 na . na.
External debt/GDP (%) 36 97 "
External debUexports of G&S (%) 591 16.8
Debt service/exports of G&S (%) | 32 217
_Arrears {on both'interest and prmcnpal in mio USD) . Nol | No
Debt relief agreements and rescheduling - No }* No.
. - . . . L S
IMF arrangements ~
" Typeino SBA " SBA/STF
(Date / - (9:92 9/93) {(10/93-3/94)
On track/off track 2n track : Ontrack
( -/ Date) : )
indicators of market's perceived creditworthiness - :
" Moody's long-term foreign currency rating (end of period) : Notrated ;| Notrated -
S&P long-term foreign currency rating {end of penod) . Notrated | Notrated
_EIU country risk service (2) N RN
- Score (end of period) . B8O ‘75
Rating (end of period} - _ . ‘ 4 E D .
.. Euromoney e ) : o Mar Sep
" Position in the ranking (3) o ) by 126 122 |
(number of countries) - | (189)  |(189) (170)
The institutional Investor : 1 Mar .Sep | Mar Sep
Position in the ranking {3) i 68 74 Bt 84
{number of countries) i (119).{126){(127) (133)
Credit rating (4). . 1257 221|214 209

N

@
(3)
(4)

For some data, preliminary estimates.

the highest nisk. .
The higher the score in the rankmg the lower the creduwvom:ness of the country.

Countries are given a rating between A - E and a score between 1 - 100, wm\ E and 100 representmg

Countries are rated on a scale of zero to 100, with 100 representing the least thance of default. A given country

- may improve its rating.and stll fall in the ranking if also the average global rating for all rated countries improves.
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‘Country Risk indicators

. Lastupdate: : .
28/02/94- " Country: Hungary :
j 1981 7 1992 1993 (1)
Real GDP growth rate (in %) -11.9 | 44| -1:0
ihdustrial production (% change) -19.1 |‘ < -9.8(Jan-Nov) 4.3
Unemployment (% of iabour fon:e) (end of penod) 80| . 1239 121
. . | . :
- Inflation rate - 322! 2160 T 21w
" Exchange rate (forints per USD) (change Dec/Dec) : 249] 80 C 127
‘Nominal effective exchange.rate (change,'Q4/Q4) (- = deprec:al:on) -13.7 -85 --10.2
Real effective exchange rate {change, 04/04) (- = deprec:ahon) 10.5¢ 7.6 5. 4 ’
- {General government batance (as % of GDP) (GDS definition) i ~4 4. £9 -7.0
|Balance of payments ~ - I N
“Merchandise exports (in mio USD) i 9258 10028 8184
Current account balance (in % of GDP) : .08 . 08] . 6.1
" Net inflow of foreign direct investment (in mio USD) T1474. - 147% 1200
Official FX reserves (end of penod) o ? o
"~ in bnUSD 40 441 (Oct) 57
in months of nmports of merchand:ses , 53 61! . (Oct) 69
External debt ' -
‘External debt - 224 215, . 248
" (in convertible currenc:es in bn USD, end of penod) : R ' :
* medium and long-term (> 1 year) 202 19:3 | : 2347
" short-term (=< 1 vear) ' 2.2. 23| 1.8
" Convertible debt service (m bn USD) ; 40. 4.4 1 43
- prncipal : g 2.4 281 o 27
interést 16 16 1.6
External debVGDP (%) - 725 6551 . 66.3
External debt/ merchandise exports (%) 242.0 214.41 .. 278, 8
Debt senvice/ merchand-se exports (%) 432 439! 481
Anears (6n both interest and principal, in mio USD) No No i No
Debt relief agreements and rescheduling ' No _Nolg T 'No
IMF.arrangements o R
: Ty'pe/no _ EFF L EFF ..SBA:
(Date /) (2/91-2/94) . (9193-1294)
On track/off track - Onwack Ofwack | On track
(-1 Date) .- * Summer } -
: ’ !
- y | T ; |
‘Jindicators of market's perceived creditworthiness : i
Moody s long-term foreign currency rating’ (end of penod), "Bat- - Bal | Bal
S&P fong-term foreign currency rating (end of penod) _ Notrated BB+ 8B+
EIU country risk service (2) ) o ; ’
~ - Score {end.of period) na a0 50
Rating (end of period) i na. . . B Cc .
Euromoney : T e o | . I Mar Sep
Position in the ranking (3) ' . i 44 [ 48 | 47 46 .
{number of countries) . (130) | "(169) (169) (170)
The institutional Investor _ ‘ Mar Sep | Mar Sep .Mar Sep
Position in the ranking (3) 41 42 | 42 43 43 143
(number of countries) 1(111)(113) (119)(126)_ (127) (133) .
Credit.rating (4) [41.1 409, 41 7 423] 443 448
- . K :

For some data, - prelnmmary estimates.

(1)
@

(3)
(4)

the highest risk.’

Countries are glven a rating between A-Eanda score between 1- 100 \Mth E and 100 represenUng

The higher the score in the ranklng the lower the credltwormmess of the country.
Countries are rated on a scale of zero to 100, with 100 representing-the least chance of- delaun A glven country

’

may |mprove lts rabng and still fall 1 in the rankmg if also the average global ratmg for all rated countnes improves. . -

S0
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Country Risk indicators

Credit rating (4)

. Last update: .
H 01/03/94° Country: . lsraél
1991 1952 1993 (1)
Real GDP growth rate {in %) 59 65 35
. industrial‘production ( % change) 80/, 00| 9.3
Unempioyment rate (average) 10 6} 11.2 9.0
' |
inflation rate {Dec/Dec) 180| | 801 1.5
Exchange rate (shehels per USD) - (change, Dec/Dec) 11.5] 211 6.8
Nominal effective exchange rate {change, Q4/Q4) (- = deprecrat;on) -5.4 -9.31 (Q3/Q3) -3.1}
Real effective exchange rate . (change, Q4/Q4) (- = depreciation) 3.6 4.5}/ (Q3a3) 25
(1990=100) o .
|General government balance (as % of GDP) 1 59| . 49 32
. : I ‘
I :
_|Batance of payments ~ i i
- |
Exports (in bn USD) l 1224 13.3] ‘147
Current account balance (in % of GDP) , ! 034§ -12= 08
Net inflow of foreign direct investment (un mio USD) , ~161} -340° n.a
Official FX reserves (end of period) . ! :
in bn USD ! 63! 51 6.2
in months of imports of G&S . 3.4 25 2.9
-~ . - ) f
External debt : :
External debt : 330! 339 346
{in convertible currencies, in bn USD, end of period) i o ! .
medium and long-term (> 1 year) ' na' na. n.a
short-term (=< 1 year) n.a. " na . n.a
Convertible debt service (in bn USD) 7.0: 63 6.5
principal , na. na: ) n.a
interest na na: nal.
External debVGDP (%) 56.9, .53 3 . 541
External deblVexports (%) 170.0° 155‘0 I 1350
Debt service/exports (%) 57.4- 47 4. .44 2
Arrears (on both interest and principal, in mio USD) No - No: No
Debt reliet agreements and rescheduling No:  No! No
IMF arrangements
. ’ N ..
Typefno ' “ No CCFF “No
{(Date / - ) . . (3/92-3/33)
On track/off track On-track -
( - /.Date)
indicators of market's perceived creditworthiness
~ Moody's tong-term foreign currency rﬁling (end of perfiod) ¢+ Not rated , Not rated Not rated
S&P long-term foreign currency rating (end of period) : BBB- ! 8BB- BBB-
EIU country nsk service (2) ’ : .
Score (end of period) ' Notrated , Notrated + Nof rated
Rating (end of period) i Notrated | Notrated { Not rated
Euromoney : . ! ! T4 Mar Sep
Posttion in the ranking (3) : 38 I V) l 29 29
(number of countries) i(130) 1 (169) 1 (169)(170)
* The Institutional Investor ‘I Mar Sep | Mar Sep | Mar-Sep
" Position in the ranking (3) { 51 51 | SO 52 ‘ 46 45
{number of countries) (111)(113)!(119)(126)i (127) (133)
351

349 3521379

i

39.6 405

M
@

3

(4)

For some dala preliminary estimates.

Countries are given a rating between A E and a score between 1-100, with E and 100 represenlmg

the highest risk.

The higher the score in the rankmg the lower the creditworthiness of the country :
Countries are rated on a scale of zero to 100, with 100 representing the least chance of defauk. A given country
may improve its rating and still fall in the ranking if also the average global rating for all rated countries improves
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Last update: : _ . . S ]
28102134 - > ' - Country: ~ Latvia _ )
S " T TTTige2 1983 (h)
Real GDP growth rate (in %) - - R T B -0 338 - -100
Industrial production (-% change)’ o ‘ ' . . - 38 -7 380
“Unemployment (end of period) .~ . . : . R | . 56| -
Inflation rate (Dec/Dec) S o S © - 9%86 313
_ Exchange rate (Lats per USD) ) {change, Dec/Dec) . ) ] C .na| - na.
- Nominal effectivé exchange rate - - (change, Q4/Q4) (- = depreciation) . 0w+ na| .. na.
Real effective exchange rate = - (change, Q4/Q4) (- = depreciation) - C na| - na-
© -|General government balance (as % of cop) - o - o e . oo} 04
) . ’f |
Balance 01 payments ; .
F_xports (m mio USD) . A R o 831! " 1i49
-Current account balance (in % of GDP) : - o - ST 40 A e
Net inflow of foreign direct invéstment (in mio USD) - - O : .. 43F - B0
Official FX reserves (end of penod) o S . B L S
in moUSD | - ) S o : ' ' 156 - 522
“in months of imports of GBS T N & -1 Coa7

Exté(nal‘debl

. - "/ - ~
External debt : : L . :

" (in convertible currencies. in mio USD.. end olpenod) B : : i " 530 . 7504
medium and long-term (> 1 year) * _. S S nai . na
shortdterm (=< 1'year) . . : o oL =0 na; ' .na

Convertible debt service (in mio USD) o o : o 1511 18.0
pnncnpal o S . el T : o . .. naj . . na.
.interest . e T ) . e o "nal " . na

Exteral debVGDP (%) L , ’ o . AR _ 40! 140

Extemnal debUmerchandise exports (%) s S : oo - . 70; - 280

_ Débt service/merchandise exports (%) IR S v ' T s 2000 0 T10

Asrears (on both-interest and principal, in mio USD) P o o Noi . No.

Debt relief agreements and rescheduling - o o ) ) < S -Nu'i . No.

{IMF arrangements -~

Typeino -+ e T t SBA- | SBAISTF

(Datev-}) , - o o ol Cooso T <o {3192-9/93) §n;/93 3ne5)

On track/off track o o S0 B - Ontrack iOntrack (2)

{- /‘Dale)v

Indicators of market's pei’ceivéd'creditworthiness

Moodys long-term forelgn currency rating {(end of period} o : ) A - - “Notrated | Notrated”

S&P long-term foreign currency ratlng (end of penod) o ] . Not rated ' N6t rated
EIU country risk service (3 - . - R ) :
Score (end of period) L o o 80 .- | 75
" Rating (end of period). o ' B D
Euromoney . L o g - . . T Mar Sep
Position in the.ranking (4)" . . ) ] - © 123 | 133 132
' (number of countries)-- o e . ) .0 (189) © |(169) (170)
The Institutional lnvestor . . . - -7 i Mar Sep |- Mar Sep *
Positioninthe ranking (4) . - <. .. - 7277 | B9 87 -
(number of countries) . e ‘ ' L (119 (128){(127) (133)
Credit'ratirig'(S)- A e . 1239 21.4]195 200

(W} For some data prel:mmary esumates :
"(2) Following the review of fourth quarter 1993 performance criteria, it was decuded that Latwa could not purchase the
. - relevant tranche for failure of observmg the criterion on reserve money. Next review expected for April 1994,

(3) Countries are given a ranng between A E and a score between 1 - 100 wnh E and 100 representing
: the highest nsk. o

(4) The higher the score in the rankmg the lower the credrtworthmess of the country. .

(5) Countries are rated on a scale of zero to 100, with- 100 représenting the least chahce of defaun A given country

may improve its-rating and still fall in the ranking.if also lhe average global rating for all rated coupmes |mproves. -

T~ . . . - : . )
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Country Risk indicators

Last update:
28/02/94 Country: Lithuania
. 1992 | 1993 (1),
Real GOP growth rate (in %) i =377 -16.2
Industrial production ( % change) h L -51.6 427
Unemployment rate (end of period) b 10 16
- Inflation rate (Dec/Dec) [ 11825 188.6
Exchange rate (Litas per USD) . {changse, Dec/Dec) : naj na
Nominal effective exchange rate (change, Q4/Q4) (- = depreciation) { na. na
Real effective exchange rate (change, Q4/Q4) (- = deprecistion) ! na n.a.
S o ' :
General government balance (as % of GDP} i 09 i 01
Balance of payments {
Exports of G&S (in mio USD) ) 999 | 1654
.Current account balance {in % of GDP) 55 . 8.4
Net infiow of foreign direct investment (in mio USD) 101 40
Official FX reserves (end of period) i )
in mio USD 140 280
in months of imports of G&S 26. 1.8
External debt
External debt 988i -3453
(1n convertible currencies, in bn USD. end of period) : '
medium and long-term (> 1 year) : naj n.a
short-term (=< 1 year) n.aj n.a
Convertible debt service (in mio USD) 2.0} 15.0
principal ’ nAa_i ) na.
interest n.aj n.a
" External debt/GDP (%) 54 11, 2
Externat debtexports of G&S (%) ; 78| 16.3
Debt senvice/exports of G&S (%) 02 ! 07
Arrears (on both interest and principal, in mio USD) Noi No
Debt relief agreements and rescheduling No i No
IMF arrangements -
Typeino SBA" - SBAISTF .
~(Date’-) (10/92-9/93) * (10/33-3/94)
On track/off track On track ; On track
{ - / Date) .
indicators of market s perceived credltworthmess !
Moody's long-term foreign currency rating (end of period)  Not rated Not rated
S&P long-term foreign currency rating (end of penod) " Not rated ' Not rated
E1U country risk service (2) :
Score (end of period) : 80 75
Rating (end of period) . ' PE [ I
Euromoney . 1 - | Mar Sep’
Position in the ranking {3) . 118 134 130
(number of countries) | . (169) [(169) (170)
The institutional Investor Mar Sep | Mar Sep
Position in the ranking (3) h |" 73 80 91 83
‘ (number of countries) [(119) (126)1(127) (133) .
Credit rating (4) - 1237 20.7{189 190~

3

. (1) For some data, preliminary estimates.

(2) Countnes are given a rating between A - E and a score between 1 - 100, with E and 100 representmg

the highest nisk.

(3) The higher the score in the rankmg the lower the creditworthiness of the country.
(4) Countries are rated on a scale of zero to 100, with 100 representing the least chance of default A given country
- may improve its rating and still fall in the ranking if also the average global rating for all rated countries improves.
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. Country Risk indicators

1298|

[279 26.7
i

" Lastupdate: © . - ‘_‘ . o o -
28102/94 _ Country: Romania
' (et 1 1992 | 1993 (1)
Real GDP growth rate (in %) . * . 1sal -154 10/
Industrial production ( % change) .. -18 64 --221 s
‘Unemployment rate (end of period) ‘ : R 84| . 98
inflation rate ' (Dec/Dec) C 228 1985|2947
' Exchange rate (lei per USD) (change, Dec/Dec) 4331 1341 2141}
- Nominal effective exchange rate (change, Q4/Q4} (- = deprec:ahon) 7291 746 -56.9
. . Real effactive exchange rate " (change, Q4/Q4). (- = deprecisticn) -7 1 --240 657
Generat-government balance (as % of GDP) . 1 08| 551 20
‘ Balance of pay'ment.s : ~ ! R '
Exports of G&S- (.n mio uso) L ! 35381 4286| . 4500|"
* Gurrent account balance (in % of GDP) . _ S113: 7 -116 Co-106
‘ Net inflow of foreign direct investment (in mia USD).- S 37 73; - - 50
" Official FX reserves (end of penod) s ’ L T
in 'mioUSO. : 98 - 93 Y
in months of tmpor‘ts of G&S 05 021 L8
it S o ] i
' .__AyExternai‘de"bt :
Extemat debt o i ' . 2‘ R 4:114 L. 58
T in convemble curreanes " bn USD end ofpenod) o _—
_medium and tong:term (>.1 year) * ] . - 1y 291 46
short-term (=< 1 yeary - L0 . ’_ : . C 10k 1.2 1.2
Convertible debt sérvice (in mio USD) A - S0 444 | L 750
principal - . o ’ X © 13 7 300 " 500 |-
interest’ - TT 144 |, 250
. * External debt/GDP" (%) A 7! 210 218
" iExtemnal debt/exports of G&S (%) 596..- . 951
. Debt service/exports of GA&S (%) 250 7 104 167
' ‘Arrears (on both interest’ and principal, in mio USD) No: No _ Noj.
~"Detit retief agreements and reschedulmg “No’ L CHE No
(MF arrangements N
‘ Type/;wo : R SBA’ SBA. . “No
{Date ¢ - ) o ‘ : (4/93-4/82) (05/92-03/83) ;. -
-On'track/off track . _Onwack  Offrack-| - -
(-4 Date); .- . - - Dec 92 i N
' Indicators of market ‘s percelved credltworthmess )
,Moody s long “term fore-gn currency rating (end of penod) Not.rated i Not rated . Not ralh:éd'
_S&P long-term foreign currency rating (end of penod) i Notrated | Notrated - |- Not rated
~ EIU country nisk sefvice (2), e . o

) Score (end of | penod) 1 - na. 60 ; 657

- .Rating:{end-of penod) . na LD [~ b

‘_‘Euromoney - - N R B . Mar. Sep
Posttion in the ranking (3) C : t . 89 |. 72 |:74 75

. (numbef of countries) . (130} {169) |(169) (1470)

- .. The Institutional Investoc' P Mar Sep .| Mar Sep | Mar Sep
Position in‘the ranking (3) .60 64 | 69 68 73 75
(number of countries) (111) (113} [(119) {126) [(127) (133}
‘Credit rating (_4) . 256 248

242 2444 -

' ;(1) For some: data prehmmary estimates. ' -

{2} Counm are given-a ranng ‘between A E and a score! between 1- 100 w:m E and 100 represennng

the highest risk;

{3} The hngher the score in‘the ranklng, the Iower the credttworthtness of the country :
{4} Countnes are rated on a'scale of zeroto 100, with 100 reprssennng the least chance of defaun ‘A grven oountry
- 'mhay |mprove its ratmg and snll fall in the rankmg if also the average gtoba| rating for all rated countries |mproves, .

ST



H-F3 . T o Country R:sk mducato:s

,' London Club

" . (roli-overs)

_ Last update;

. 0140334 Ccuntry Russia . )

‘ 891 . 1992 1 1983 (1)
- i - -

" Real GDP growth rate (in %) . 129 -19.0 -12.0
Industrial production { % change) o 80, -18.0 o -16.2
Unemployment rate (end of penod -ILO deﬁnmon) nai. naj. 51

) + 1 ‘ N .

* Infiation rate (oe'doec; ‘ ae0] - 2500 840

- Exchange rate { Rbs per usD) " {change, Dec/Dec) - ©n a.l L 145 - 201
Nominal eflfective exchang_e rate . (change, Q4/Q4) (- = depreciation) . -63.6[{Q40Q1)-556 £25

. Real effective exchange rate . {change, Q4/Q4) (- = depreciabon) -25.3|{Q4/Q1) 0.0 : 268_.4
General government balance (as % of GDP) YY1 200/ ~s00]
"|Balance of payments ' L
L . _ o i ! .
Exports of G&S (in bn USD) - - 51! 41 ‘ 43
Current account balance (1n % of GDP) i naj .. -18i (Jan -Sep) 6.3
‘Net inflow of foreign direct investment {in bn USD) N EER R 07y T i
Official FX reserves {end of penod) o g B .
in mio USD : 00 . 21t 7 45
in months of imports of G&S - 0o - 0T 23
Exlemat debt - ; o 3 '_ ) o N - . -
External debt - - 670! - 7770 (Q3) 820
-{in convertible curencies. i bn USD end of penod) : .
. medium and long-term (> 1 year) - : 54 3. 647 T 720(
short-tenn (=< 1 year) k : 127 . 13.00 - " 100},
Convertible debt service (m bri USD) Snat ot 158.-- 7 200
principal na, 10.4i " 1401
~ . interest ’ : . ‘nalj 5.4} " 6.0
' External debVGDP. (%) ! , T nad - 880! . " 590
. External debb‘expons of G&S (%) ©131.0¢ ©~190.04 - " 1900
Debt service/exports of G&S (%) na. - 38 04 " 460
Arrears {on both interest and principal, in bh USD) 48| - 149 .- na
- Debt rehef agreemenls and reschedulmg ' . _No- -Pans Club ' Paris Club
' ) (deferra! s) (resched.)

tondon Club..
i{roli-overs, and

_i resched. agr
- . S _R_“_%L
IMF arrangerients .

o -t 1t credt »

" Typeino- N No _-lranche STF
(Date/-) . Aug92 - - Jul93
On track/off track . - : a :

(-1 Date) g
lindicators of market's perceived creditworthiness '
Moody's long-term foreign currency rating {end of period) ! Not rated Notrated = -Not rated
S&P long-term foreign currency ratmg (end o( penod) - Notrated | Notrated - -Notrated
" EtU country risk service (2) . : . . SRR -
" Score (end of period) , na | a5 ! 95
Ralmg (end of period) . na ! E ; E
- Euromoney ‘ - . Mar Sep
Position in the ranking (3) na .| 129 | . 148 1377
. (number of countries) (130) (169) (169) {170)
. The Institutional Investor = Mar Sep Mar Sep Mar- Sep
Position in the ranking (3} ~ . - -~ 73 .1 87 92 -
(number of countries) S - C=-(128) | (127) (133)
Credd rating (4) - = LT - 1 - 236 | 202 190
' . ' s ]

(1) For some data, prehmlnary estu'nates

(2) Countries are given a rating between A - E and a score between 1 - 100 with E and 100 represennng

- the highest risk.

(3) The higher the score in the rankmg the lower.the credrtworlhmess of the country. :
. {4} .Countries are rated on a scale of zero to 100, with- 100 representing the least chance of delaun A given country .

:

may |mprove its rating and still fall in lhe rankmg if also the average global rating for all rated countnes nmproves,_ -

-



[I-F-3 ) Country Risk indicators
Last update: Country : Former CSFR
25/02/94 - 5 L _
. . . <1991 . 1992 .
Real GDP growth rate (in %) - : - 159 ' 7.0,
Industrial production (% change) 212 ' w120
Unemploymenlrate(end of’ penod) - S . .. 66 - 5.0
Inflation rate : - (Dec/Dec) - . 320 1 127
Exchange rate (korunys. per USD) ’ - (change, Dec/Dec) - : . ! C 06 C 38"
Nominal effective exchange rate (change, Q4/Q4) (- = depreciation) -12,4 - 1,0
Real effective exchange raté- (change, Q4/Q4) (- = depreciation) 31.4 9,4
General government balance (as % ofGDP) o e - R - -2,0 - ) -4,3
Bnlance of ‘payments. IR , : ' 1 S ' T
_Exports ofG&S (in mio USD) . 4 S . I 12 595.0 14070,0
Current account balance (in % of GDP) s R S - | . 3.0 N 0.8
Net inflow of foreign direct investment (iri mio USD) . e 1 S 594 o - . 10550
Oﬂ'cxalFXreservw(cndofpenod) R B o : : e
inbnUSD L o R 32 ‘ e 13
mmonthsofunponsofG&S L o - e - S T 1,3 A 1.1
External debt ] - C ’ ' : : N - N
External debt o . 97930 94840
(in convertible currencncs, in mio USD, end ofpenod) . S . I n o
" medium and long-térm (> 1 year) . R ) ’ s 58450 72580
short-tern (= < 1 year) .- ! L T 26350 22260
Convertible debt service (m mio USD) 17780 1984,0
principal L : S E 11840 . 12940
interest - - B L T , - s940.] 6900 f -
External debl/GDP (%) . . . : 282 |- . 28,5
External debt/exports of G&S (%) ’ . U N 82,0 o 62.1
.Debt servicefexports of G&S (%) . ) ' o Co 141 ' 14,1
“ Arrears (on both interest and principal, in mio USD) ) o S L 40 } " Ne
Debt relief agreements and rmcheduhng L ] S 2 ] No |, . = = No |
[Manngements . . o | : N ; : :
Type/noA . o o e R IR -'8BA| .- sBA
(Date/~) . - S ' o ' U (1/91-3/92) (4/92:4/93)
- On track/off track - o o - I L . .7 . Ontrack _ . On track:but
(- /Date)" T L 1 o . expired with
A " dissolution |
] ‘ . . K . ~of CSFR
Indicators of market's percelved creditworthiness ’ :
" Moody's long-term foreign currency rating (end of period) ) S .. 7 Bal} o : Bal
- $&P long-term foreign currency ratmg (end of penod) ' © 7 .. Norated ) T No rated
‘Euromoney. " * . - . )
Posnlnonmtherankmg(l) L S C ' - .35 CR49 SR 58
(number of countries)- - - oL T SQ30)y | . T (169).
“The Institutional Investor’ S ST R I . Mar/Sep | - ' * Mar /Sep”
Position in the ranking (1) = : ' S o o320 34 37 39
(number of countries) - . - B S ; C(IrIX3y (119) (126)
. Credit rating (2) ' : ' : 5 . 503 483 471, 461
o) The higher the score in the ra.nkmg, the Iower lhe credltwonhmws ofﬂle country. - ‘ ) - -

" (2) * .Countries are rated on ascale of zero to 100, with 100 representmg the [east change of default. A gwen country may lmprove ns ratmg and still fall n the B
L rankmg if also’ the average global mtmg for all rates-countries u'nprova .

N

R . : . ‘- . . B . . . ‘ o

..
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Credit rating (5)

It-F-3 - . Country Risk indicators
Last update: ) ) '
28/02/94 Country: Slovak Repubtic !
| % 1992 1933 (1)
- 4
Real GOP growth rate (in %) i - 60 S0
Iindustnal production ( % change) . . -12.8 86
Unemployment (% of tabour force) (end of period) E 10.4 14.4
1. -
inflation rate ,' ’ (Dec/Dec) 127 251
Exchange rate (SK's per USD) {change, Dec/Dec) ; 38 127
Nominal eflective exchange rate {change, Q4/Q4) (- = depreciation) i 1.0/ 49
Real effective exchange rate {change, Q4/Q4) (- = depreciation) . 94 16.7
General government balance (as % of GDP} ‘ -140 70
Batance of payments ;
‘Exports of G&S {in mio USD) ,7617 6683
Current account balance (in % of GDP) ) 024 24
Net inflow of foreign direct investment (in mio USD) 100 100
Official FX reserves (end of period)
in bnuUsD 0.4 0.4
in months of imports of G&S 0.4: 04
External debt
Extemal debt . 26; 28
(in convertible currencies. in bn USD, end of penod) I
medium and long-term (> 1 year) 21 24
short-term (=< 1 year) 0.4: 04
Convertibie debt service (in mio USD] 675; 670
principal 415! 450
interest o : : ‘ 260i 220
External debtV/GDOP (%) 25.7| 281
External debl/exports of G&S (%) : 33._Gi 419
. Debt servicelexports of G&S (%) ' l 8.9/ 10.0
Arrears (on both interest and pnncnpal n mio USD) No| No
Debt relief agreements and rescheduling Noi No
: !
IMF arrangements :
Type/no SBA . STF .
(Date /- ) ] (4/92-4/93) ; (7193 - )
On track/off track on-track but*; On-track
(-/Date}) expred with '
’ aissolution
of CSFR
Indicators of market’s perceived creditworthiness ;
- N 1
Moody's long-term foreign currency rating (end of penod) (2) Ba1 I Not rated
* S&P long-term foreign cumrency rating (end of period) B Notrated | Not rated
EIU country risk service (3) )
Score (end of period) Notrated | Not rated
Rating (end of period) Not rated Not rated
Euromoney ; Mar - Sep
Position in the ranking (4) S8 56 63
(number of countries) . , l . (169) (169) (170)
The Institutional Investor (2) - : | Mar.-Sep | Mar-Sep.
Position in the ranking (4) : ‘ 37 33 | 57 57
" (number of countries) 1 (119)(125) |(127) (133)
1 471 461 | 31 306

: (1) For some data, preliminary estimates.
(2) For 1992, rating or position in the ranking assigned to the former CSFR.

(3) Countries are given a rating between A - E and a score between 1 - 100, with E and 100 represemmg

the highest risk.
(4) The higher the score in the ranking, the lower the cred:tworthmess of the oountry

- (5) Countries are rated on a scale of zero to 100, with 100 representing the least chance of defautt. A given counlry
may improve its rating and still fall in the ranking if also the average global rating for all rated countries improves.

<X



’ CAPITAL OUTSTANDING IN RESPECT OF OPERATIONS DISBURSED

 TABLE1 -

-Capital

.
2y

: : .|Authorized ceiling - Capital ] Remainder to
Operations ' .| outstanding | outstanding [be disbursed| ..
. 30.06.93. 31.12.03. T 311293}
MEMBER STATES -
A.Balance of payments . 14000 . E o
1. Greece |- . -|1750 ' o200 200 . -0
2 Greece Il - 2200 © 1000 . 1000 1200
- | 3. Italie 8coo - - 1979 3990 © " 4000
B.Others ' : o
.4. Euratom 4000 1144 1018 | of .
5.NIC and NIC. earihquakes 6830 2813 | - 2202 0
'6. EIB Mediterranean’ ' 1 O o .
- Spain,Greece, Port. 1500 629 | . 572 of
MEMBER STATES TOTAL. 26330 7764 |- . 8982 5200
. |THIRD COUNTRIES oL :
-|A Financial assistance : S : o
1. Hungary ’ 1050 790 790 - 260
2. Czechoslovakia - 375 375 375 |. 0
3. Bulgaria ' “400| . 290 290 110
4. Romania 455- 455 455 0|.
5. Algeria 400 250 | 250. © . 150
8. lsrael _ 160 {, 160 160 0
7. Baltic States y 220° © 60 110, 110
amea3memm'- 1250 | - 616 803 447
B.Cthers - . ) ‘ ~ e
9. EIB Med o 8167 1532 1596 3201
10. EIB Central and Eastern Europe | 1700 1A 300 1400
11. EIB Central and Eastern Europe | 3000 1 3000
|12 EIB Asia,Latih‘America ~ h 750 | - _ . 750
12..Guarantees CIS 500 - 363 266 |-~ 0
THIRD COUNTRIES -TOTAL 16427 © 5082 5305 | 10128]
GRAND TOTAL ' - 42757 | - 12846 . 14377 | . 15328|
L) dlsEursement IS planned :
2) The third and fourth tranches could be pazd on 1 Febmary 1994 and 1995 So far
the italian Government has not requested payment
“ ANNEXTO TABLE 1
*  SITUATION IN RESPECT OF EIB OPERATIONS
_ o . Creditline Loans'made Ini)al . | -Amount
. ‘Operations . " " authorized available, minus| disbursement outstandmg )
' ' cancellations . _ lat 31212, 93|
EIB Méd. . : P -
Spain, Greece PortugaI . 1500 . 1465 1620 |. 572
Third opuntnes EIB Méd. C 6167 . 73573 |- 2266 1596
|Central and Eastem Europe | 1700 1650 300 - -300
Central and Eastemn Europe e .- 3000 ' 5 0 0
Asia; Latin America . : 750 99 -0 0

3

" NB: The fact the mmal disbursement semehmes exceeds the authorized- ceiling is due”
to differences in the ecu rate between the date on whlcr%e oontracts were s;gned and -

-31 December 1993,



TABLE 2

MAXIMUM ANNUAL RISK BORNE BY THE COMMUNITY BUDGET -
{Estimate in ECU milion based on all operations disbursed at 31 December 1993)

1993 1994 1995 1996 | _ 1997 1988 1999 2000 TOTAL

MEMBER STATES B

CAPITAL

A.Batance of pavments . . :
1. Greece 569 200 500 500 | - 1769
2.tay . . 500 | | 892 2498 3990

B.Structural loans ’ : : o .
3. Euratom . . 358 265 48 152 434 92 16 12 1376
4. NCletNCIEQ 1177 663 484 330 533 95 40 410 3363
5. EIB Med.Old. Prot. ) : .

Sp.Gre,Port 54 91 84 |- 77 76 58 51 46 637
Capital - subtotal T 2158 1220 815 1559 | 1044 1737 107 2596 11035
INTEREST . . .

A.Bakance of pavments : o :

1. Greece ' 147 M0 (" .95 -85 48 46 1. - 539
2. faly 252 252 252 213 213 157 157 1496

B.Structural loans - : B . ' ' -

3. Euratom P 12 81 61" 57 44 10 3 1 369
4. NClietNCIEQ 298 188 132 93 85 17 8 5 804
5. EIB Med.Old Prot. - i - . . ) :

Sp.Gre,Port . 31 50 ‘42 35 27 21 © 18 1 . 233 1
Interest -subtotal, C 586 681 - 582 6§32 395 ' 307 184 174 3441
MEMBER STATES TOTAL ' 2744 | 1901 1197 2091 1439 |. 2044 291 12771 14476
NON-MEMBER COUNTRIES
CAPITAL ]

A Financial assistance h : ’
6. Hungary . 350 260 80 100 790
7. Czechosiovakia 190 | 185 378
8. Bulgaria 1o . - 140 150 280
8. Romania o T - 185 . 190 80 455
10. Algeria : 250 . ) 250
11. lsradl » S S 180 160
12 ex-USSR - . . 12 . sn 179 802
13. Battic States - 110 " 110

B.Guarantees ) - . :

14. EIB Med: 56 130 139 137 140 144 140 129 1015
15. EIB C+E Eur.1 2 13 22 26 29 | 28 26 148
16. Aid Russia 500 103 133 133 . - . 369
Interest -subtotal , © 159 | 377 | 1145 598 087 794 358 345 4763
NTERETS —

A.Financial assistance : , :

" 8. Hungary * 81 79 79 .44 18 10 311
7. Czecoslovakia 38 38 38 138 38 19 209
8. Bulgaria - 29 28 29 29 29 15 - 160
9. Romania . 42° 45 48 46 46 46 27 8 - 307
10. Algeria o . % 25 - 25 25 25 125
11. lsraél 16 16 18 16 16 "~ 80
12, ex-USSR 30 80 |- 69 18 . : ’ 197
13. ‘Baltic States .. . 3 11 " 1 11 Rk 11 11 80

8 Guarantees ; ., N .

14. €IB Med: 61 120 109 99]|. . 88 78 67 57 679
15. EIB C+E Eur.) 8. i 21 .20 18 16 14 12 120
16. Aid RussiA 500 . 34 24 9 . 87

interest - s;sbtatal . 367 488 | 452 345 2889 195 119 88 2344

NON-MEMBER COUNTRIES -TOTAL 526 866 1897 | 943 1278 088 | 477 433 7107

GRAND TOTAL ) 3270 2766 2794 3033 2715 3032, A 768 3204 21582

) PR R T I .t

(Eastern Europe ) 368 575 1308 666 596 767 270 247 4797

{Other non-member countries } ) 158 |: 280 289 276 680 222 208 186 2309




TABLE 3’

MAXIMUM THEOREI’!CAL ANNUAL RISK BORNE BY THE COMMUNITY BUDGET
(Estimate in ECU million based on all operations disbursed adopted and propased by the Commissionion -

1993 1994 1995 1996 1997 1998 1999 2000 ~TOTAL
MEMBER STATES
CAPITAL . ]
A.Balance of payments . 1 R
1. Greece 569 200 500 500 600 600 { = 2969
2. haly . - 500 1000 : 4498 5998
B.Structural foans. B : ) -
3. Euratom + NCI 1535 1929 531 482 967 187 56 53 4739
4. EIB Sp,Gr.Port 54 9 84 N 4 4 76 ‘58 51 - 46 537
Capital subtotal . 2158 1220 615 . 1559 1044 . 1745 707 5196 14243
INTEREST
.{ A.Balance of payments ) ) ) . —
1. Greece 147 170 215 215 166 = 166 120 . .60 1259
2. ltaly 425 ' 585 680 ' 638 - 638 553 553 -4081
B.Structural loans : ’ . . ' "
3. Euratom-+ NC| 408 |. 270 193 143 109 271 10 6 1172 L.
4. EiB Sp,Gr,Port ' .31 50 42 35 271 21 16 " 233
Interets- subtotal 586 915 1045 11079 940 851 698 630 6744
MEMBER STATES - TOTAL 2744 | 2134 1660 -2638 1983 | 2596 1406 5827 20988
NON - MEMBER COUNTRIES )
CAPITAL | B
A.Financial assistance ) . : . . S X
5. Hungary -~ 350 260 | - 80 100 | 260 1050
6. Czechoslovakia i 190 185 N © 375
7. Bulgaria 140 150 | . 55 345
8. Romania ’ 185 180 80 455 |.
9. Israel ! 160 B . 160
10. Algeria ‘ 250 150 400 -
11. Ex-USSR 191 653 406 |- 1250
12. Baltic States o B 110 T 1101
13. Euratom, C+E Eur. ~ 10 23 33|
B.Guarantees - - . o i
14, EIB Mead. ~ 56 130 139 137 180 245 - 324 3rel” 1580
15. EIBC+E Eurl + Il ’ 2 -13 22 |- 70 139 227 301 774
16. EIB,Asia, Latin America . : 4 12 27 39 82 |.
17.Aid Russia quar.500m- 103 133 133 : 369
“{Interset - subtotal . 159 456 1288 » 825 1074 1016 1038 1137 6993
- . [INTEREST .
A Financial assistance -
5. Hungary 81 92 105 70 44 ‘36 26 454
6. Czechoslovakia 38 T 38 38 38 38 018 - . 208
7. Bulgaria _ 29 35 40 40 40 26 11 11 232
8. Romania 42 46 46 46 46 46 27 -8 307
9. Israel 16 16 16 16 16 . : 80
10. Algeria - 25 40 40 40 | 40 15 15 15 230 \
11. ©X-USSR . 30 102 106 41 | ] - 279
12. Baltic States 3 -1 22 22 22 22 22 22 . 152
13. Euratom, C+E Eur. 8 25 45 65 85 102 107 437
B.Guarantees . : : . :
14. EIB Med.’ 61 143 193 270 345 394 414 392 12212
15.EIB C+E Eur.l et li 8 - 47 113 204 298 367 400 390 1827 | - '
16. EIB; Asia, Latin America T2 10 23 39 - 53. 62 62 2510 0
17.Aid Russia guar.500m 34 24 9 - 671, ' P
Interast - subtotal 367 610 763 855 993 1063 1079 1007 6736 _
NON-MEMBER COUNTRIES -TOTA 526 " 1066 2051} = 1680 2067 2079 2117 2144 13729
GRAND TOTAL 3270 3200 KYAR] 4317 |- - 4050 4675 3523 7971 34717
(Eastem Europe ) 368 735 1653 1194 1033 1360 1275 1107 8724
(Other non-member countries ) 158 33 398 486 1034 .79 842 1037 5005 - c .
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EXPLANATORY NOTES

The purpose of these tables is to show the annual repayments of capital and interest in
respect of borrowing and lending operations for which the risk is covered by the
Community budget. The figures show the maximum possible risk for the Community
in respect of these operations and must not be read as meaning that these amounts will
actually be drawn from the budget. In the case of Table 3, it is not certain that all the
operations described will actually be disbursed. No account has been taken of interest
on late payment or any additional costs such as lawyers' fees.

L

A.

TYPES  OF OPERATION AND PAYMENT OF THE B‘. ET

Types of operation
The risk covered by the Community budget results from two types of operation:

- borrowing/lending operations;
- guarantees given to third parties. . : : o

“In the first type of Operation the Community borrows on the financial market
and on-lends the proceeds (at the same rate and for the same term) to Member
States (balance of payments), non-member countries (mcdlum -term financial

assistance) or firms (NCI, Euratom).

The loan repayments are scheduled to match the repayments of the borrowings
due from the Community. If the recipient of the loan defaults, the Commission
must draw on its budgetary resources to repay the borrowing on the due date.

The loan guarantee is in respect of loans granted by a financial institution (EIB or
commercial banks in the case of the former Soviet Union). When the recipient of
a guaranteed loan fails to make a payment on the due date, the bank asks the
Commission to pay the amounts owed by the defaulter.

. Mobilization of funds

“The funds needed to pay the budget guarantee can be raised in three ways:

- The re-use of amounts repaid by debtors who have defaulted, leading to
activation of the Community guarantee, allows payments to be made
within a short period of tlme always providing, of course, that there are
funds available. .

- - The transfer procedure can be used to provide the budget‘ heading with

the appropriations needed to cover the default. This method is used
when there are insufficient appropriations for re-use and must be
authorized in advance by the budgetary authority.



- The amount requrred may be taken prov1sronally from cash resources in

. accordance with Article 12 of the Financial Regulation. This method is -

used, in particular, when the Community has so short a deadline for the
payment of a guarantee that the budgetary authonty has no time to
approve a transfer o

Thls operation _is subsequently regularized by means of a transfer or a-

supplementary and/or amendmg budget

. CALCULATION

- Some of the amounts mdlcated are the result of estlmates made on the ba51s of the
following assumptions.

Generally speaking, the exchange rates for loans in currencies other th\an the ecu
are assumed to have been stable since 31 December 1993. However, borrowing
and lending operations should not involve exchange risks for the Commumty

. Unless otherwise stated, the average rate of interest is estimated at 10%. This .

rate is probably a little hlgh for EIB loans, whxch often attract 1nterest subsxdxes
under the protocols ,

,Mgmber States

‘'Greece: The exrstmg BOP loan to Greece has Tun its course and there will be no
- further dlsbursements There are no plans for any new loans.

. .. Italy: The Councrl decision of 18 January 1993 granted a ECU 8 000 million -
- balance-of-payments loan to Italy. The loan is to be made available in four.

instalments amounting to ECU 2 000 million each and - with the exception of the -
first instalment - is conditional on the attainment of agreed targets -on Italy s -

publlc debt and deficit. -

The first two 1nstalments were released in 1993 Concermng the coming penod .

the Council Decision states that the third instalment could be released as of 7

1 February 1994 (but the Italian Government has not yet applied for it). -
fourth 1nstalment may be released not earlier than 1 February 1995.

If the Italian Government decules to apply for the release of the third and fourth -

instalments and the conditions are deemed to be fulfilled ECU 2 000 million in
- 1994 and ECU 2 000 million in 1995 will be d1sbursed to the Italian Republlc

EIB, Medlterranean, old protocols Spam, Greece, Pogugal "~ These are

- Community guarantees for EIB operations in these countries prior-to accession.
’ The amounts are now ﬁnal smce all the loans authonzed have been disbursed..



10.

- Non-member countries °

Financial assistance

Hungary I: The amounts of the: fifst two.tranches are final ahd certain. The third

‘tranche of the macrofinancial assistance demded in 1990 is not expected to be

disbursed in 1994 or 1995.
Hungary II: ECU 180 million has been granted and paid out in full.
Czechoslovakia: - ECU 375 million has been granted in two tranches for a

maximum term of seven years (bullet), with a first tranche of ECU 185 million
and a second tranche of ECU 190 million for a term of six years.

Bulgaria I: ECU 290 million has been granted in two tranches for a maximum

term of seven years (bullet), with a first tranche of ECU 150 million for a term
of seven years and a second tranche of ECU 140 million for a term of five years.

Bulgaria II: The financial assistance of ECU 110 million decided in 1992 has not -
. been disbursed since Bulgaria has failed to meet the necessary conditions.

- Romania I: An estimated ECU 375 million in two tranches for a maximum term °

of seven years (bullet). The first tranche of ECU 190 million was disbursed in
1992 with a term of seven years and the second was disbursed in 1992 w1th a
term of six years. ‘

| Romama II: The new operation involving ECU 80 m1111on for a maximum term
 of seven years was disbursed in .1993.

Baltic States: The first tranche of a Joan of ECU 220 mllhon was paid in 1993.
The second should be paid in 1994. The two tranches will be repald in 2000 and
2001: respectively.

Algeria: ECU 400 million has been granted in | two tranches of ECU 250 million

and ECU 150 million. . The first was paid in December 1991 for a term of six

years. The second tranche has not been disbursed since Algeria has failed to
meet the necessary conditions. This tranche may be disbursed in 1994 as a result
of Algeria's new economic programme. _

Israel: A loan of ECU 160 million has been paid in full and is repayable in
1997. -

Guarantees
EB | .
‘Figures provided by the EIB for loans disbursed at 31 December 1993. .

For subsequent loans we have made the following assumptlons concerning the

' 81gnature of loans (ECU million).

_Q

b
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ThlS borrowing will be’ divided between the various. Repubhcs of the former\
Soviet Union. Loans amounting to less than ECU 100 million will be repaid in

Year . . 1994 1995  199%  TOTAL .

- Mediterranean countries " 890 . 870 . 870 ':2630‘

Central and Eastern Europe” 705 - 965 1270 . 3000
Other non-member countries- . 150 = 250 - 250 650.

“In the case of these loans and-those already signed at the end of December 1993 -

but not yet disbursed. (ECU 1 307 million for the Mediterranean countries and

- ECU 1 350 million for the countries of Central and Eastern Europe), we have -
" assumed that an average of 10% of the loan will be disbursed in the year of

signature and 30% in each of the three following years. ‘In the case of the new
operations following the renewal of EIB loans of ECU 3 000 million in the

countries of Central and Eastern Europe for.a period of three years, it.is assumed -
-that the signatures will take place as 1nd1cated in the financial statement drawn up

by the Commission.

It is estlmated that the. average term will be fifteen years w1th a three—year penod ,
of- ‘grace.

Food aid forkt‘he former Soviet Union -

Guarantee

This is a guarantee for a bank loan of ECU 500 million, with pnncrpal and
“interest fully covered by the budget, for a term of three and a half years with

three repayments at intervals of eleven months stmtmg from the twentieth month
ECU 375 million has been ‘used.

B“rrowmg/lendmz

An operatlon mvolvmg ECU 1 250 mllhon fora max1mum term of three years

one instalment three years after the start of the period in which. the funds may be
drawn. Borrowings exceeding ECU 100 million will be repaid in two instalments
two years and three years after the start of the period in which the funds may be

: drawn

| Depending on the type of contract, there are two penods in which funds may be

drawn; one starts on 20 August, the other on 15 January

It is assumed that the ba]ance of ECU 448 million still to be used at 31 December -

1993 w111 be dlsbursed in 1994.

| Euratom, countnes of Central and Eastern Euro;g

Of the ECU 1 100 million involved, it is assumed that ECU 150 million will-be - -
disbursed- in 1994, ECU 200 mllhon in each of the four followmg years and -
.ECU 150 million in 1999. -
It is assumed that the loans will be for an average term of twenty years: wrth a -

ﬁve—year period of grace.

Including .renéwal‘_ from 1993. .

;-

G



ANNEX

DEFINITION OF FIGURES USED IN THE REPORT

A.  Authorized ceiling (Table 1)
. This is the aggregate of the maximum amounts of capxtal authonzed (cexhngs) for
each operation decided or of the amount proposed by the Commission for
operations for which there has not yet been a Council decision.

In order to relate it to the risk which the budget mig’ht have to cover, account
should be taken of the following factors which could affect it'

- factor increasing the risk: the interest on the loans must be added to the
authonzed ceiling;

- factors reducmg the risk:

" limitation of the guarantee given. to the EIB to 75% of the loans
signed in the Mediterranean countries;

operations already repaid, since the amounts concerned, except in the
case-of balance of payments support, are the maximum amount-of
loans granted and not outstanding amounts authorized;
the amounts authorlzed are not necessarlly taken up in full.

The breakdown of authonzatlons is as follows:

Member States

Balance of payments 14 000°

NCI . 6 830
Euratom 4 000°
EIB; Spain, Greece, Portugal - 1500
Member States - total 26 330 .
- /
8 Authorized amount outstanding: once this figure is

reached, further loans may be granted as' previous
operatlons are repaid.

Including ECU 1 100 million which may be granted to
the countrles of Eastern Europe and the CIS.

-

£S



Non-member countries

Hungary 1 . 870
~Hungary II. . " 180
Czechoslovakia - - 3715
Bulgaria I _ 290
Bulgaria I ~ - ‘ - 110
Romanial ' 375 -
Romania I - 80 -
Israel S - 160
 Algeria ~ ‘ . 400
former Soviet Union I . 408
former Soviet Union I1 1250
Baltic States = o220
EIB, old protocols =~ 03032
EIB Eastern Europe I 1700
~ EIB, Eastern Europe II - 2750
. EIB, Baltic States - 200 -
EIB, Albania- - ‘ 50 .
EIB, new-protocols -~ =~ 1435.
EIB, horizontal cooperation 1800
Other non- member countries 750

Non-member countnes total - 16 185
Grand total L 42 515 -
Cap1tal outstandmg (Table 1)

fThls is the amount of capital still to be repa1d on a ngen date in- respect of
operations disbursed. : _ :

Compared with the previous aggregate, the amount'0uts_tanding does-not include
loans which have not yet been disbursed nor the proportion of disbursed loans -

.which have already been repaid. It may be described as the amount of loans
which exist on a given date. . - ' ‘

Annual risk
Estimated amount of principal and interest due each ﬁnanc1a1 year

Th1s amount is calculated for:

- disbursements alone (Table 2), in which case the capltal to be repaid ..

corresponds to the amount outstandmg,

- - disbursements, decisions’ still awaiting disbursement and Commission

proposals still, awaiting decisions (Table 3), in which case the capital to -

be repaid corresponds to the ceiling on loans authorized plus, where
applicable, the amounts in respect of operatxons proposed by the
Commission and not yet dec1ded ,
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