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REPORT ON GUARANTEES COVERED BY THE GENERAL BUDGET '
: \ SITUATION AT 31 DECEMBER 1994 o :
 This report describes the ‘s'ituati_on as re'gards’budgetguarantee_s at 31 -Decemb'err.l'994-.
Ttisin response to the statement made by the Commission, when the vote was taken on
supplementary and -amending budget. No 1/91, that it would report to the budgetary -
“authority tw1ce a year on-budget guarantees and the correspondmg risks. '

 The Comnnssron has already pfesented seven reports to the budgetary authonty

- :'_, The report is 1n three parts

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

2. 'Srtuatlon at 31 December 1994 as regards guarantees already actlvated and nsks
~ for the budget in future years - .

g 3., Assessment of the _economic and ﬁnancnal s1tuatron of non—Commumty countnes o
~ benefiting from the most 1mportant operatrons




PART ONE: OPERATIONS ALRFADY EN'_I'ERED IN THE BUDGET

" The budgetary authority authonzed 26 headmgs ‘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 lendmg -outside - the
Community and guarantees given to financial institutions. :

L

BORROWINGS TO BE ON-LENT WITHIN THE COMMUNITY

. .

A COlVlIWUNﬁ‘Y 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 experiencing
temporary balance-of-payments difficulties.

The outstanding amount of loans granted to Member States for this purpose may .
not exceed ECU 14 billion in pnncrpal ,
At 31 December 1994 there was one operatron in respect of Greece under the v
decision of 4 March 1991 and one operation in respect of Italy under the. decision
of 18 January 1993. :

At 31 December 1994 the amount outstanding was ECU 1 000 million in loans to
Greece and ECU 4 021.9 million in loans to Italy (Table 1).

. EURATOM BORROWING OPERATIONS

'In 1977 the Comrmssron was empowered to borrow funds to be used to help

finance nuclear power stations.

Loans are made to electricity producers and carry the usual guarantee demanded
by banks. Recipients are often State-owned companies or companies enjoying a
State guarantee. :

-The maximum amount of borroWirigs 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. ' - 4

At 31 December 1994 the total outstandihg was ECU 779.1 million.



On 9 December 1992 the 'Commission' 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 statlons in the countnes of Central -

~ "and Eastern Europe and in the CIS.-

The Councll adopted a decxslon to this effect in the first half of 1994 (see Part- II -
' Loans raised for non—Commumty countnes)

N

. BORROWING OPERATIONS FOR THE PROMOTION OF INVESTMENT IN‘ '

- ,THE COMMUNITY

The Commxssnon was empowered by ‘a Council Decision of 16 October 1978 to
- borrow funds to- be. used to-_promote mvestment in the Commumty (New
Commumty Instrument) =

o ‘The authorized borrowmg ceiling was ﬁxed at ECU 1 bllllon by the Decxslon of o

. 16 October 1978 and was then raised by ECU Ll billion by the Decision. of
15 March 1982.  The ceiling was further raised by ECU 3 billion by the Decision
~of 19 Apnl 1983 and by ECU 750 mﬂhon by the De01s1on of 9 March 1987 ‘

; “The proceeds of the operatlons are pald out in the form of loans granted by the

EIB, acting for the Commission, to ﬁnance investment proyects which contribute -

" to greater. convergence and growing integration and are consistent with the =

priority Community’ objectives in the energy, industry and infrastructure sectors,
~ taking account of such factors as the regional impact of the projects and the need -
. to combat unemployment Support for. small busmesses was also made a pnonty
- obJectlve by the Demsnon of 26 April 1982.

A Dec1s10n of 20 January 1981 also empowered the Community 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 mvolvmg
ECU 80 mllhon was adopted on 14 December 1981 for the reglons affected by the
earthquakes in Greece in February/March 1981.

The maximum ~amount of borrowings  authorized. - thus " comes to
ECU 6 830 rmlllon T | o o

‘At 31 December 1994 the total outstandmg was ECU 1 569.8 mllhon 28 72% less :
thanon31December1993 I -

The nsk is’ spread over a large number of borrowers. In addition, most of the

" loans are global loans to ﬁnancxal institutions whlch guarantee repayment: of the :

ﬁmds

" Every year the EIB provrdes the Comrmssnon with a list of debtors who according .
to its mformatlon risk defaultmg in the coming year. So far, no names have been

. recorded on this list..




II. LOANS RAISED FOR ON-LENDING TO NQN-COMMUNITY COtJNTRIES

'A.EURATOM _ BORROWINGS FOR _CERTAIN _NON-COMMUNITY
COUNTRIES r -

~ On 21 March 1994 the Council decided to amend Decision 77/270/Euratom to
authorize the Commission to contract Euratom borrowings in order to contribute -
to the financing requlred for improving the degree of safety and efficiency of '
nuclear power stations in certain non-member countrles

This Decision will allow a considerable proportion of Euratom's available ‘
borrowing capacity (some ECU 1 100 million) to be used to finance pro;ects For
~these projects to be eligible they must relate to:

.- nuclear power stations or mstallatlons in the nuclear fuel cycle which are in.
service, or under construction' ‘

- or to the dlsmantlmg of mstallatlons which cannot be brought up to standard for
. technical or economic reasons. :

The foll_dwing non-member countries qualify:

Republic of Bulgaria
" Republic of Hungary
. Republic of Lithuania
- Romania
Republic of Slovenia
Czech Republic
Slovak Republic
- Russian Federation
Republic of Armema
Ukrame

. The idea of international financial aid for the closure of the Chernobyl nuclear
-power plant was entered in the conclusions of both the Corfu European Council of
24 and 25 June 1994 and the G7 summit at Naples on 7 and 8 July 1994.
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B. PROGRAMME OF BORROWINGS CONTRACTED BY THE COMMUNITY
- TO PROVIDE MACROFINANCIAL ASSISTANCE TO THE COUNTRIES OF -
.CENTRAL AND EASTERN EUROPE

®)

- As’ the, break-up of the Councd for Mutual Bconormc Assrstance.\

2 CZECH REPUBLIC AND SLOVAK REPUBLIC

l HUNGARY
| (a) HungaryI
o In 1990 the Commumty granted Hungary a med:um-term loan ofupto -
.. .+ -~ ECU 870 million’in principal for a maximum of five years The foan is -
= /'ﬁ- P mtended to facrlltate the ad]ustment of the Hunganan economy in a way

“which will enable’it to derive all the benefits of a market—based economy.

Itis bemg made avallable in tranches

The first tranche of ECU 350 nulhon was pard on 20 Apnl 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

. has not yet been 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 1nterest WhJCh is at. vanable rates, is payable half

‘ yearly

Hung‘ary o

(Comecon) and ‘the -Gulf crisis - threatened to- compromise the initial

- encouraging - results of the reforms undertaken, the Council decided in June -

‘1991 to grant additional macrofinancial assistance to Hungary in the form

- of aloan of ECU 180 million under a general G-24 programme of ﬁnancnal

assnstance

T _‘The first t’ranche of ECU 100, million was -paid on 14 August 1991. ,It'will I

~ 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 - paid on - 15 January 1993. It will ‘be repaid in

January 1997 and mterest whlch isata fixed rate, 1s payable annually.f '

" At 31 December 1994 the amount oustandmg on borrowmgs for Hungary .

came to ECU 790 nulhon

~

As part of G—24's. overall ﬁnanclal asmstance the Commrssron, on behalf of
the - Comm_umty, 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 wnll be
repaid 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 paid on 2 March 1992 and will -
be repald in oné instalment after six years.

- Following 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 Republics. .

Under the Council decision of 24 January 1994, two thirds of the loan -
ECU 250 million - will be for the Czech Republic and one third -
ECU 125 million - for'the Slovak Republic.

At 31 December 1994 the amount outstanding on borrowings for the two
republics came to ECU 375 million.

- Slovak rcpublic

As part of the new financial assistance to the Slovak Republic, the
Commission, on behalf of the Community, was empowered by a Council
decision of 22 December 1994 to borrow, in two tranches, ECU 130 million
for a period of seven years. The proceeds of this operation were to be on-
lent on the same terms to Slovakia.

No tranche had been paid at 31 December 1994,

3. BULGARIA
(a) Bulgaria I

As part of G-24's overall financial assistance, the Commission, on behalf of
the Community, was empowered to borrow, in two - tranches,
ECU 290 million for a period of-seven years. The proceeds of this
operation were to be on-lent on the same terms to Bulgaria.

A The first tranche of ECU 150 million was paid to  Bulgaria on
.14 August 1991. It will be repaid in one instalment after seven years, and A
- interest, which is at variable rates, is payable half-yearly.



o

K' The:. second'tranche of ECU 140 rrrillion".was paid on 2 Maréh 1992 and

- ~'will-be repaid .in .one instalment after ﬁve years. ~Interest, which is at

(b)

variable rates s payable half-yearly

4 4

Bulgana H

As part of G—.—24's new aid for 1992 and 1993, the Comrmssmn, on behalf | _ |

. of the Commumty, was .empowered to borrow ECU 110 million in" two -
~_ tranches for a maximum period -of .seven years. ~The proceeds of thrs.

operatron were to be on-lent to Bulgana Because of delays in. the process

- ‘of economic reform in Bu]gana, this operatlon was deferred

| _The ﬁrst tranche of ECU 70 mrlhon was: ﬁnally pard -to Bulgarra on c
7 December 1994. It will be repaid in one instalment on 7 December 2001 - e

and the interest, whlch is at vanab]e rates 1s payable half-yearly

B At 31 December 1994 the amount outstandmg on borrowmgs for Bulgana- C
- came to ECU 360 rmlhon .

4 ROMANIA

(a)

Romama I

- As part of G—24's overal] ﬁnanc1a1 assrstance the Commrssron on behalf of-
. the. Commumty, was empowered to: borrow ECU 375 million in' two’
tranches -for- "a maximum period ‘of seven years. ‘The proceeds .of thrs_

. operatlon were to be on-lent on the same- terms to Romama

The first tranche of ECU 190 mrlhon for a term of seven years was pald on -
© 22 January 1992. ‘It will be repaid in one instalment on. 1 February 1999,

~ ~and mterest whrch is at vanable rates 1s payable half—yearly

o The second tranche of ECU 185 mrllron for a term of six years was pald in ‘ i
* April 1992 and” will . be repaid in “one “instalment on 18 March 1998.

®)

,, vAs part of" G-24's new ald the- Commlssron, on behalf of the Commumty, : ;-'_: .
. was empowered to borrow ECU 80 million for a maximum period of seven ' -

- Interest, whlch is.at vanable rates is payable half-yearly

. Romama Ir

years. The proceeds of thrs operatron were to be on—lent on the same

, tenns to Romama C

The loan was pald out in a smg]e tranche on 26 February 1993.. It wrll be -

. repaid in one mstalment on 26 February 2000, and mterest is payable half
o yearly : S : :




" (c) ‘Romania III

As part of G-24's new- overall macrofinancial aid, the Commission, on
behalf of the Community, was empowered by the Council Decision. of .
20 June 1994 to borrow ECU 125 million in -two tranches of -
ECU 90 million'and ECU 35 million for a maximum -period of seven years.

The proceeds of this operation are to be on-lent on the same terms to
Romania.

No tranche had been paid at 31 December 1994,

At-31 December 1994 the amount outstandmg on borrowmgs for Romama
- came to ECU 455 million.

C BORROWINGS CONTRACTED BY THE COMMUNITY TO GRANT

. MACROFINANCIAL ASSISTANCE TO THE NEW INDEPENDENT STATES
OF THE FORMER SOVIET UNION B

- Medium-term loan of ECU1 250 million’

In December 1991 ‘the Council decided to grant a credit facility ‘of up to

- 'ECU 1 250 million for the Soviet Union and its Republics in order to finance
imports of agricultural products, foodstuffs and medicines from the Commumty
and Eastern Europe for a maximum penod of three years

After the Soviet Umon broke up, the loan was dmded between the various. new - .
independent States at the beginning of 1992.

.. 1. Loan contracts sngned on the basis of the original breakdown

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

- with  Armenia (ECU 38 million), Kyrgyzstan = (ECU 32 million),
Turkmenistan * (ECU 45 million) and Moldova - .(ECU 27 million) . on
10 July 1992; the amount for Kyrgyzstan has since been reduced to
ECU 23 7 million at the request of the Kyrgyzstan authorities; '
© - . with Ukraine (ECU 130 million) on 13 July 1992; = . :
- with Belarus (ECU 102 million), Tajikistan (ECU 55 million) 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;
- - with Kazakhstan (ECU 25 mﬂlnon) on 15 December 1992
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2. 'Loa'n contracts‘ si'gned-on the basis of the arnended breakdown"

" Some loan contracts were also srgned in 1993 after the- mxtral breakdown of
. the total amount of the- loan had been changed

- On 5 May 1993 “two further contracts  were srgned wnh Armema |

“(ECU 20 million) and Georgia (ECU 10 mrllron) “The amount represented R

by these two loans had onglnally been. allocated to Kazakhstan

- On 6 December 1993 a ﬁlrther loan contract of ECU 40 mllhon was srgned :
- with Georgia. ‘This loan was ﬁnanced by reducmg Uzbekistan's allocatlon

.~ .On 14 September 1994 a contract for . ECU 59 nnlhon was srgned wrth. '
,Uzbeklstan o . i -

ol On 12 October 1994 a contract for ECU 68 mrlhon was. s1gned wrth =
Azerbaijan.

" 3. Loan cOnt'racts not yet s_igned»

. At 31 December 1994 one new loan contract was in preparation ‘but had still "
_not been signed.. The loan is for Kazakhstan (ECU 30 m]lllon) and will be .

- ﬁnanced by reducmg Uzbeklstan s allocation, * -

4. Utlllzatlon of the ECU 1 250 rmllron loan K ‘j‘ |

Republic: . Imtlal breakdown : BreakdoWn at - | Actual utilization
| L S (1992) - | 3112 1994 at31 12.1994. .
Armeniaa | o '. 38 | s 38 - U379 ¢
Armeniab - - S R .2o‘~ - 196 ¢
‘Azerbajjan | . - A6_8'. Sl 68 149
Belarus = -~ | : 7 102 = 1005 | ¢ 1005,
Georgiaa - | .. 70" | 700 | 694 -
Georgiab - |- . | 10 4. - 98"
Georgiac - |- . - | - 40 | - 341 -
Kazakhstana . | - 55 .- |- - 25 | . 249
Kazakhstanb = |* - 30
Kyrgyzstan - [ .- . 32 . . 23 7 227
Moldova | 27 | 21 270
Russiaa . |- 150 = | 729 700
Russiab- | ~° 349 | - -349 | -2097
| Tajikistan 1. . 55 1l - .55 | 545 -
Turkmenistan .| - . 45 ' S G R 7 K
|| Ukraine .. S 1300 - 129.8 ~ 1298
| Uzbekistan- .- | -~ 129 .| - 59 | i
Total - ‘ 1250 - | - 11629 0 - | - 959.8
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- '_At 31 December 1994 the amount of loans actually bemg used came to '
ECU 959 8 million. . :

5. Capital repayment and interest payment dates

The capital repayment and interest- payment . dates for -this operation vary
) depending on the date on which the loan contract was signed and the amount
- of the loan: :

- 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 (half on 20 August 1994 and half on
' 20 August 1995 for Belarus, Ukraine and Russia)
- Armenia (ECU 20 million), . Kazakhstan, Russia’ (ECU 349 mllhon)
Georgia (ECU 10 million and ECU 40 mrlllon)
- interest on 15 January and 15 July

- capltal on 15 January 1996 (half on 15 January 1995 and- half on

'15 January 1996 for Russia and 15 Jaruary 1997 for Georgia
(ECU 40 million)). : : -
- Azerbaijan and Uzbekistan: :
- interest on 28 March and 28 September "
- capital on 28 September 1997.

At 31 December 1994 Ukraine had -defaulted - on ‘capital -repayments and..
Georgia, Kyrgyzstan and Tajikistan had defaulted on interest. The total came
to ECU 43.76 million (see Part IV - Activation of guarantees). -

- = Macrofinancial assistance for Moldova

As part of the Community's contribution to the international aid scheme for
Moldova, the Commission, on behalf of the Commumty, was empowered by a-
decision of 13 June 1994 to borrow ECU 45 million in two tranches for a
maximum penod of ten yéars. The proceeds of thrs operation were to be on-]ent '

* onthe same terms to Moldova.

The first tran’ehe‘of ECU 25 million was paid to Moldova in December 1994.
- The loan is to be repaid in five equal annual instalments from the sixth year
onwards. The full loan will have been paid by 7 December 2004. The interest,
which is at variable rates is payable half-yearly -

At 31 December 1994 the amount outstandmg on borrowings for Moldova came
to’ ECU 25 million. - :



C Macro'ﬁnan'cial' assi'st’a'n'ce»vfor U"k'raine'—
"As part of the overall ard programme for Ukrame the Commrss1on, on behalf of :
~ the Commumty, was eihpowered by the Council Decision of 22 December 1994 -
t0 borrow ECU 85 million for a-maximum period of ten years. The proceeds of >
'thlS operatlon are to be onlent on. the same terms to Ukrame in one tranche

. v

- ";Th'e loan ha_d; not been patd at 31 Dec_e_mber 1994. -

D. BORROWINGS CONTRACTED BY . THE COMMUNITY TO GRANT
MACROFINANCIAL ASSISTANCE TO THE BALTIC STATES ' .

As part of the G-24's overall programme ~of: fmancral assistance for these three . .
* . countries, -the Commission, on behalf of  the Commumty, was empowered to

borrow. ECU 220 million for a. period of seven.years. The proceeds of thlS\_ -

.operatlon were to be on-lent on smn]ar terms in two tranches '

s '_- ECU 40 _rm]hon for Estoma;
. - ECU 80 million for Latvia; = . -
- - ECU 100 mrllron for thhuama

Qe The ﬁrst tranches of the loan for Estoma (ECU 20 nnlhon) and for- Latv1a'v B
" (ECU 40 million) were paid on 31 March 1993.  The loans are to be repaid in one . " -

.instalment on 31 March 2000 and interest, which is at varlable rates, is payable half g
—yearly every 31 March and 30 September ‘

The ﬁrst tranche for Lrthuama was pard on 27 July 1993 it-is to be repard in one . | .
* instalment on 27 July 2000 and interest, whlch isata ﬂxed rate, is payable annually'
every 27 July o : : o . :

- At 31 December 1994 the amount outstandmg on the borrowmgs for the Baltlc .
. States came to ECU 110 rmlhon , S

" E BORROWINGS CONTRACTED BY THE - COMMUNITY TO GRANT. ,
- MACROFINANCIAL  ASSISTANCE = TO THE MEDITERRANEAN '
-COUNTRIES - . - -

. -1.-.ISRAEL |

o .‘As part of . the fmancxal assistance agreed for Israel and the populatlon of the 4
| " occupied temtones the Commission was empowered in.June 1991 to borrow; ..
., on behalf of the. Commumty, 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. subsndy of ECU 27. 5 million pa1d from the
'Commumty budget : : _
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. This operation started on 2 March 1992. The horrcwing is to be repaid in full
" on 15 December 1997. © : '

At 31 December 1994 the amount outstandmg on the borrowmgs for Israel,
came to ECU 160 million. . -

2. ALGERIA

In September 1991 the Commission, on behalf of the- Community, was ..

: empowered to borrow ECU 400 million in two tranches for a maximum pen'od a

- . of seven years. The proceeds of this operatlon were to be on—lent on the same
. terms to Algeria. : '

A bndgmg loan was granted on 23 December 1991 to cover thie first tranche of
ECU 250 million and was repaid from the net proceeds of the borrowmg '
contracted.on 14 January 1992 for a penod of six years.

The loan is to be repaid in one instalment on 15 December 1997 and interest is - :
payable annually every 15 December.

: Payment of the second tranche of ECU 150 million was deferred because of
~delays in Algeria's economic reform programme and was not made until August
1994 when the process of structural adjustment resumed. The loan is. to be
~ repaid in full on 17 August 2001 and interest is payable annually every 17
_ August ' ‘ _

In December 1994 the Councrl decrded to grant Algeria further macrofmancral
- assistance. The Commission, on behalf of the Community, was empowered to

‘borrow ECU 200 million for-a maximum period of seven years. The proceeds
- of this operation are to be onlent to Algeria in two tranches on the same terms.

No tranche had yet been paid at 31 December 1994.

At 31 December 1994 the amount outstanding on the loans raised for A]gena
came to ECU 400 million.” - -

II. COMMUNITY GUARANTEE TO NON-COMMUNITY COUNTR'IES‘

A. EUROPEAN INVESTMENT BANK LOANS TO I\'IEDITERRANEAN
_ COUNTRIES GUARANTEED BY THE GENERAL BUDGET '

Under the terms of the Courncil. Decision of 8 March 1977, the Comtnumty
guarantees loans to be granted by the European Investment Bank as part of the
'Commumty s financial commxtments towards the Medrterranean countnes




4.

| This decision was the basis for the contract- of guarantee signed by the European R
. Economic Commumty and the European Investment Bank on 30 October 1978 in - - -

Brussels.and 10 November 1978 in Luxembourg. introducing a global. guararitee

~ 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,- Algena, Morocco Turkey, Cyprus Egypt Jordan

Syria, Israel Yugoslavra and Lebanon

. In addltlon, by way of exceptlon, a 100% gu'arantee covers loans allocated for - .'
~ emergency aid to Portugal in accordance with " the Councll Decision of .
' ,7 October 1975.. ' -

A new extensron of the contract of guarantee is establlshed for each’ new Fmancral '

;Protocol

The. loans authorized at 31 December 1994 total ECU7 782rmlhon, of Wthh ;
“ECU 1 500 million- is for Spain, Greece ‘and’ Portugal ‘and ECU 6 282 million for -
_the non—member ‘Mediterranean countries. At 31 December 1994 the total -of
" outstanding loans came to ECU 2 161 million (taking account of the 75% limit), of

which ECU 473 million was- accounted for by Spam Greece and Portugal and'
ECU 1 688 million by the non—-member Medlterranean countnes

'.'There is also provrsron for EIB loans outsrde these protocols under:'gCouncilv;
'Regulanon (EEC) No 1763/92 of 29 June 1992 concermng financial cooperatlon '
- in respect of.all Medxterranean non—member countries. - . T

' EIB loans under th1s operatlon must not exceed ECU I 800 mllllon A 75%
- overall guarantee is prowded . ) o ¥ : :

‘At 31 December 1994 ECU 527 rmlllon had been made avallable of thls total :

ECU 22 million had been pald this- ﬁgure corresponds to. the amount currently o

, outstandmg
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- At 31 December 1994 the breakdown of authonzatrons by country (non—member
" countries only) was as follows: :

o ‘ Loans authorized

Algena : S - 640
Cyprus L ' 92

| Egypt - R 802
Israel | e : 215
Jordan 198
Lebanon . - 222
Malta - ‘ : ' 55
Morocco . . - 517
Slovenia I ’ 150.
Syria s o 323
Tunisia : . T 418
"Turkey 90
“Yugoslavia' o ' 760
Protocols - Total . 4,482
Horizontal financial 1,800

| cooperation ° - . N
-Mediterranean - Total o 6, 282

" The loans are generally for 15 years wrth 3to 4-year penods of grace on caprtal .

repayments

B. LOANS GRANTED BY THE EUROPEAN INVESTMENT BANK IN

COUNTRIES OF CENTRAL AND EASTERN EUROPE

In response to a call made by the Council on 9 October 1989, the Board of o
Governors 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
covering 100% of the lending operations was signed on 24 April 1990 in Brussels
and 14 May 1990 in Luxembourg _

On 14 May 1991 the budgetary authonty extended “this 100% guarantee to loans‘
made in Czechoslovakia, Bulgarla and Romania up to a 'maximum of _

'ECU 700 million.

The extension of the contract of guarantee was signed on 31 July 1991.

- On 23 October 1992 the Commlssron presented a proposal for a Council Decision'
extending this 100% Community guarantee to losses incurred by the EIB as a

result of loans granted to Estonia, Latvia and Lithuania; this was approved by the
budgetary authority in its decrsron of 15 March 1993. _

The overall celhng on loans which the EIB may grant in these countnes was set at

ECU 200 million for a period of three years.

1

The second protocol with Yugoslavra was suspended when ECU 100 million of credrts could still be
- granted. . .
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. "On 18 December 1992 the Commission. also proposed the extension of this 100% = -
B guarantee to losses- mcurred by the EIB as a result.of loans granted in Albania. - .
...On 13 December 1993 the budgetary authonty renewed the 100% 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 Albama) up toa
. "'maxrmumofECUS billion. , -

._The contract of guarantee was s1gned on 22 July 1994 -in Brussels and on.

12 August 1994 in Luxembourg.

o The loans are generally long-term 15 years on: average thh 3 to 4-year penods of L
©._grace on capltal repayments S : , .

~ At 31 December 1994 ECU2 571 mrlhon had been made avarlable in the Central
o and Eastem European countrles but only ECU 574 mllhon had been dlsbursed

. LOANS GRANTED BY THE EUROPEAN INVESTMENT BANK IN NON—
o MEMBER COUNTRIES o

At its meetmg of 19 May 1992 the Councll (Econonnc and Fmanclal Aﬁ’arrs) ‘

~ adopted the.guidelinés proposed by the Commission'for the extension 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 certain_non-member . '

countries (the developing -countries ‘of Asia and Latin Amenca) wrth whrch the

SN Commumty has concluded cooperatlon agreements

An overall lrmit of ECU 250 million per year has been set for a 3—year perlod thlsx )
: cellmg will be rev1ewed at the end of the penod a :

o 'These loans beneﬁt from- 100% Commumty budget guarantees The Commlssmn_‘_' L
" -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 ©

- between the Community and the EIB was signed on 4 November 1993 in Brussels o

and on 17 November 1993 in Luxembourg

. ‘At 31 December 1994. credit lines of ECU 319 mlllron had been s1gned but only L
| ,ECU 45 5 rmlhon had been dlsbursed c

.' COMMUNITY - CREDIT GUAR-ANTEE. __FOR . EXPORTS OF
AGRICULTURAL - PRODUCTS AND FOODSTUFFS FROM TI-IE o

COMMUNTTY TO THE. FORMER SOV[ET UNION

N -»The Commumty has “decided to guarantee loans granted to the former Sovret
~ Union by a pool of ‘banks to. finance imports- of agncultural products ‘and -

foodstuffs ongmatmg in the Commumty and the countries of. Central and Eastem' :

_ Europe

) ’;The Commumty guarantee covers 98% up to a maximum of ECU 500 mrlllon of L
any lossés .in  principal (around ECU 408 mrlllon) and interest (around S
~ ECU 92 million). CoL e
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As the credit line has not been us;ed in full and as the time limit for use has not
been extended, the amount guaranteed comes to only ECU 375.5 million, in
principal and ECU 803 rmlhon in mterest o

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 corresponding
to the Community guarantee. was paid 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 Community and the

banks signed a contract of guarantee.

" Following the disappearance of the Soviet Umon it has been decided that the
funds will be used by the Russian Republic.

| The loan is for three and a half years from the date of 51gnature

Interest is payable half-yearly and the prmcnpal will be repaid in three instalments,
20, 31 and 42 months after the agreement has been signed.

Interest payments up to 31 December 1994:

‘ ~ Payment due Actual date of payment -
1st : 9.9.1992 25.9.1992

2nd ' .9.3.1993 © 2.4.1993
3 d - 9.9.1993 - 18.11.1993
4th o 931994 - 243.1994
5th s - 99.1994 - 9.9.1994

Capital repayments up to 3 1 December 1994:

Payment due Actual date of payment

Ist 26.7.1993 . 18.11.1993 L
2nd 2661994 - - 1471994 P

All the default interest has been' paid on late payments uﬁ to 26 June 1994. ;
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 "PARTTWO: RISK SITUATION

. There are tWo posslb']e‘methods for evaluating the risksbor'ne by the Community budget: |

- the method oﬁen used by bankers of the total amount of capltal outstanding for the L

" operations concemed ona glven date

- the more budgetary approach of calculatmg the max1mum amount whlch the‘
Commumty could have to pay out in each ﬁnancral year. : -

The second approach 1tself has been apphed in two dlﬁ'erent ways

- by reference only to actual drsbursements at 31 December 1994 giving the minimum
level of nsk to the Commumty assuming that there are no early- repayments (Table 2);

~on a 'more forward-looking, basxs by reference to all the operat1ons dec1ded by the .
" Council or. proposed by the Commtssnon in order to estimate.the impact on futare .
budgets, giving the maximum risk borne by the Commumty assummg that the -
- Commission's proposals are accepted (Table 3) ; :

For the latter exercrse a number’ of assumptlons have to be made about dates of A

~disbursement, terims of repayment, interest and exchange rates; details are given in the -
annex. However, this method does. give some 1dea about. the future level of nsks o
_connected with the proposals made.’ : : ;

‘ The results are shown in the attached tables whlch assess, the nsk relatmg to countries

1ns1de the Commumty and countnes outside the Commumty

~ The overall ﬁgures quoted cover nsks of drfferent types " loans to one country in the case -

.of macrofinancial assistance and loans. for prolects guaranteed by the borrowers in the”

" case of NCI and EIB operatlons for example

The following ana]ys:s distinguishes between total risk, the nsk in respect of Member PR
- States and therisk in respect of non-member countnes o : , :

I. TOTAL RISK

; A AMOUNT OUTSTANDING AT 31 DECEMBER 1994 (Table 1)

o The total nsk at 31 December 1994 came to ECU 13 769 mllhon 0 2% less than'.'
at 30 June 1994 ' :

- B. MAXUMUM ANNUAL RISK BORNE BY THE COMMUNITY BUDGET
' OPERATIONS DISBURSED AT 31 DECEMBER 1994 (Table 2)

The total nsk Wthh <ame-to ECU 2 785 nulhon in 1994 w111 develop as follows

] —1995 2 855 ‘million (+2 5%) SR LT S LT
-°-1996: 3 112 million (+9%) ST
- 1997:2 934 million (-6%) . -
- 1998: 3 130 million (+7%) -
- 1999:* 872 million (-72%)
" ©=2000: 3335 million (+282%)
-2001: 620 million (-81%) -
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* No capital repayments for the balance-of-payments loans to the Member States
* capital 'repayments-on-loans*to- ‘Hungary, the Czech-and -Slovak.- Repubhcs and
Bulgaria end in 1998. _ _

: C MAXIMUM THEORETICAL ANNUAL RISK BORNE BY THE,._
COMMUNITY BUDGET (Table 3) :

This risk comes to ECU2 857 million in 1994 and w111 increase regularly until -
2000 (except in 1999 when it-will total ECU 2 529 millxon) as follows:

- 1995:3 148 million (+10%)
- 1996: 3 882 million (+23%)
- 1997: 4 098 million (+5.5%)
- 1998: 4 536 million (+10.5%)
- 1999: 2 529 million (-44%)
© -2000: 5 233 million (+107%)
©-2001: 4 492 niillion (-14%)

1L RISK IN RESPECT OF THE MEMBER STATES

A, AMOUNT'OUTSTANDING AT 31 DECEMBER 1994 (Table 1)

The amount of capital outetandmg in respect of operations in the Mémber States -
came to ECU 7 844 million at 31 December 1994, a fall of 5 2% compared with
30 June 1994.. ‘ _ .

This fall is mamly due to the reduction in outstandmg loans to Greece, Euratom_
loans and NCI loans. : : .

: The amount outstandmg from the other operations has remained stable.

- B.MAXIMUM ANNUAL RISK BORNE BY THE COMMUNITY BUDGET ,
OPERATIONS DISBURSED AT 31 DECEMBER 1994 (Table 2)

) The risk for ’1 994 comes to ECU 1 900 million

The total maximum annual risk “to the Commumty budget in relatlon to
disbursements (Table 2) changes in line with the capital repayments (every two
years) on balance-of-payment loans to Greece and Italy. The maximum risk is
highest in the even years leading up to 2000 when it will reach ECU 2 802 milliOn

C.MAXIMUM THEORETICAL ANNUAL RISK BORNE BY THE.
: COMMUNITY BUDGET (Table 3) - :

The trend is much the same as in Table 2 up to 2000 when the risk w1ll amount to
ECU 3 196 mlllion and 2001 when it will amount to ECU 2 446 million.

II. RISKIN RESPECT OF _NON—MEM_BER COUNTRIES
A.AMOUNT OUTSTANDING AT 31 DECEIV[BER 1994 (Table 1)

The amount | of capital - outstanding at 31 December 1994 came to
- ECU 5 925 million, an increase of 7.2% compared with 30 June 1994..
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B MAX]]VIUM ANNUAL RISK BORNE BY THE COMMUNITY BUDGET' S
o OPERATIONS DISBURSED AT 31 DECEMBER 1994_ ) .

A The nsk for 1994 comes to ECU 885 rmlllon and wﬁl increase. 16
T UECU 1682 mrllron in’ 1995 mamly because two repayments of prrncrpal then fall.

due

- ECU 350 rmlhon from Hungary, , | o - ;"

- ECU 494 rmlhon from the Repubhcs of the former Sovret Umon

‘The risk will drop in 1996 to ECU 1032 rmlhon and mcrease agam in’ 1997 to.

- ECU 1465 mrllron as the following payments fall due;

- .ECU 80 million from Hungary, : ) |

- ’.":.ECU 127 rmlhon from the Czech Repubhc -

: _ ECU 63 mrlh_on',from the Sglovak Repubhc; |

o - ECU140 mi_llion.fromBulgaria;v‘ . o o .

N - - BCU 250 million from A]geria"-"‘ L o L
C. ECU 160 million from Isracl, R

: f.: , .fECU 108 rm]hon from the Repubhcs of the former Sovret Umon ‘:. .

E At ECU 1076 million, the nsk will be smaller but still at a hlgh level in 1998; but- L
should fall to ECU 575 million in 1999, ECU 533 rmlhon m 2000 and RN

A-ECU 514 million in 2001.

C MAX]]VIUM THEORETICAL ANNUAL RISK BORNE BY THE 7

COMMUNITY BUDGET (Table 3)

‘The risk will risé from ECU 957 mllhon in 1994 to ECU 890 rmlhon in 1995 in

-particular, the Republics of the former’ Sov1et Umon are to repay pnncrpal of
- ECU 566 rmllron that year. ' : : : o _ _ ‘

- 'The risk will drop to ECU 1 461 mllhon i 1996 rise again.to ECU 2 205 Cmillon

1997, 'ECU 2.057 million -in- 1998, 'ECU 1 838 mllllon in 1999,

: '_ ECU 2 037 mrlhon in 2000 and ECU 2 046 mrlhon in 2001 L - -

. ACTIVATION OF BUDGET GUARANTEES g

1. "EIB loans to non- member countrles

) 'On 21 June 1994, the EIB agam called onthe budget guarantee in respect of loans -
' .. of around ECU: 8.6 million to the Kepublics of former Yugoslavia (Macedonia and -
L Serbra) The payment was made to the EIB on 23 September 1994 o

. 'On'é6 October 1994, the E[B agam ‘called. on the budget guarantee in respect of |
: -loans of ECUS 3 rmlhon to the Repubhcs of" former Yugoslavra (Macedoma,
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Serbla ‘and Bosma-Hercegovma) "The payment vaas made to the EIB on |
1n January 1995.- : ’ .

At31 December 1994 the total amount of debts settled by the Commumty and not

yet repaid by the defaulting debtors came to ECU 43.0 million. These debts were

owed by all the Republics of former Yugoslavia- w1th the-exception of Slovenia.and -
- . Croatia, which have no payments overdue ‘ ,

2. Borrowmg/lendmg operatlons or loan guarantees for non-member countries

'The Commission also made payments from its cash-resources-under Article 12 of .
Council Regulation No 1552/89 of 29 May 1989 implementing Declsnon :
- 88/376/EEC, Euratom on the system of the Communities" OWn resources:

(a) loans granted by a consortlum of banks guaranteed by the Commumty
(ECU 500 rmlhon) : ,

- - payment of principal and interest due from Russia on 26 June 1994 and-
interest due on 9 September k994 in respect of a loan granted by a.
consortium of banks and guaranteed by the Commumty,

" (b) loans granted by the Community to the new independent States of. the former .
Sov1et Union (ECU 1 250 million) :

- payment of interest: ‘
_ due from four newly mdependent States (Russra, Armenia, Georgla and
. Kazakhstan) on 15July 1994 in respect of the- borrowmg and lendmg
operation of ECU 1 250 million for these Republics, :

" due from nine newly mdependent States on 20 October 1994 in respect of
- the same operation,

- payment of prmcrpal and interest due from three newly mdependent States-
(Belarus Russra and Ukraine) on 22 August 1994,

These payments were eventually made by the debtors concemed except in the

case of four Republics: Tajikistan, Kyrgyzstan, Georgia and Ukrame wlnch

had still not settled all their debts on 31 December 1994. g
3. Situation as regards unpaid debts at 31 December 1994

‘Republics of former Yugoslavia: - ECU 48.2 million (mcludmg ECU 28 6 mllhon, :
- from before 1994) '

Tajikistant o ECU 5.8 million - (mcludmg 'ECU 2 million
, S from before 1994)3

Kyrgyzstan: o ECU 0.70 million®

.2

Of the ECU 48.2 million due but not paid, ECU 28.6 million was entered in the budget in respect of
the amount owed from before 1994 and a total of ECU 19.6 million was called in from the Guarantee.
Fund on 11 January 1995 (ECU 5.3 million) and on 30 January 1995 (ECU 14.3 mrlllon)

The amount due but not paid was called in from the Guara_ntee Fund on 20 January 1995
(ECU 4.6 million) and 30 January 1995 (ECU 30.2 million).
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' Georgis: . .+ . ECUS4milion’
© Ukraine: . - - ECU319million® |

~

—————
i N . ,
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PART THREE CHANGES IN PO’I‘ENTIAL'RISKS i

The ﬁgures given in the prevrous parts provide mformatron on the quantrtatlve aspects of .
the risks borne by the general budget .

‘However, these data should be weighted in accordance w1th aspects relatmg to the quahty '
of the risk, whxch depend on the type of operation and the standing of the borrower. :

I ‘TYPES OF OPERATION

-The risks to whxch the above ﬁgures relate denve from a vanety of operations whlch can
‘be divided into two categories: operations wrth macroeconomic objectlves and those with
mlcroeconomrc objectrves

A OPERATIONS WITH MACROECONOMIC OBIECTIVES

The first of these are the balance of payments loans for Member States normally '
carrying strict economic conditions and undertakmgs :

Macrofmancral assistance operatlons are similar in nature but are mtended for non
) —member countries. :

- Finally, th1s category includes the credit guarantee. of ECU 500 million and the
~ loan of ECU 1250 million to finance imports of agricultural products: and.
foodstuffs into the former Soviet Union, since the risk involved in these two
operations depends to a large extent' on macroeconomic and polltlcal '
: developments in the recrprent countries. , :

‘B. OPERATIONS WITH MICROECONOMIC OBIECTIVES - -

These are loans to finance specrﬁc pl’OjCCtS which are usually repard over the long
term from funds which these projécts 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 and
_certain non-member countries - developing countries of Asra and Latin America).
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A ALGERIA .

'GENERAL ECONOMIC SITUATION

. The authontles reached anew- agreement with the IMF in Aprll 1994 on an economic ,
' -reform programme The programme's ‘main -objective is to- give a new. lmpetus to .
" -economic growth while reducmg inflation and the fiscal deficit. It:comprises a-
B substantlal liberalisation of prices, ~-imports - and the forelgn exchange reglme
: combmed wrth stnngent monetary and ﬂscal polrcres ' ~

- 'Prlce mcreases and llberallsatron measures were 1mplemented in Apnl At the same .

{ .tlrne the A]gerlan ‘Dinar devalued from 25 to 36 Dinar per USS. The resultmg’ -
* increase in inflation slowed down towards the end of the year to less than 30%. The =~

vforexgn exchange allocation system has been liberalised and- admrmstratlve _imports

~ _management has been abolished. Weekly” ﬁxmg sessions of the exchange rate were =

introduced in October By the: end of 1994, the exchange rate reached 43 Dinar per I
© USS. The various liberalisation measures are expected to result in an increase in . .

'1mports whrch, in turn, will fuel industrial and construction activities. GDP growth
remained somewhat below forecasts, however, and is now expected to reach 2% in
1994, following a 1.8% decline in.1993. The overall deficit of the government. should -

.. decline raprdly 10 no more than 5:7% of GDP in 1994. The increase in hydrocarbon'., . -
“export prices in 1994 is hkely to facrhtate the 1mplementatlon of the econonnc and

’ ﬁnancral recovery programme

THEBALANCEOFPAYNIENTS e -j o

" In splte of the increase in hydrocarbon pnces export revenues, generated almost 4_
excluswely by hydrocarbon products are projected.to remain relatlvely low in 1994, .

_ The . elimination of the strict administrative imports regime led to. an increase in . ‘.
f»-1mports by nearly 20% in 1994. The current account deficit .is forecasted to reach '
~ some US$ 1.4 billion, In view of the pohtrcal and econormc srtuatlon, there were no-{,

o forergn mvestments in 1993 C _ R

" The pro;ected increase in the current account deﬁcrt will be ﬁnanced by extemal debt * -
~ rescheduling arrangements- with the Paris Club and commercial- creditors as well as
" new money from, amongst others, the IMF, the World Bank and the EU. In August,

_ - the remaining second tranche (ECU 150 mrlllon) of the 1992 Community balance of ) ‘
- payments loan was dlsbursed ‘A proposal for a ﬁlrther ‘balance of payments loan of .
“upto ECU 200 million in support of the economlc reform programme has been S

approved on 22 December 1994

: '~Alger1a s forelgn reserves posmon worsened in 1993 but*recovered strongly aﬁer the
debt rescheduling agreement with the Paris Club and reached nearly US$ 22 billion
at the end. of 1994, equrvalent to 11 weeks of 1mports S ‘
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FOREIGN DEBT

End 1993, Algeria's foreign.debt stock an’tountéd to US$ 24.6 billion, requiring Uss

2.1 billion in interest payments and US$ 7.1 billion in repayments of principal. Nearly

_ three quarters of this debt stock consisted of publicly guaranteed private sectorv

credits. About 13% are bilateral credits, mostly non—concessnonal

_tFollowmg the agreement with the IMF on an economic reform programme, the -

Algerian authorities obtained, in June, an agreement from Paris Club creditors on a
rescheduling of bilateral debt. Commercial debt reschedulmg negotlatlons - with
commercnal credltors have not been concluded yet.

As ’a result of these reschedulmgs,v external debt service due during the programme
period with the IMF (May 1994-May 1995) has been reduced by some US$ 5.1
billion or more than 55% compared to scheduled debt service. According to balance
‘of payments projections, at present hydrocarbon price levels,” Algeria will reach

external viability only by the end of 1997. Further external financial support, notably
from the IMF and through debt reschedulings, will be required over the next three

years.

The 1992 Commumty balance of payments loan (ECU 250 million) is excluded from
the rescheduling agreements and debt service on.this loan should contmue as
foreseen.

M e
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 B.BELARUS

. - *GENERAL ECONOMIC SITUATION

Belarus used to be, under the former‘regime" ‘one of the most developed republics of
" the Union, -with a strong industrial base. GDP per capita was one of the highest of
‘the FSU, and close to that of Hungary. However, until 1994 reforms were slow. A

. large "part of the command . system remained in place, trade - adrmmstered and .-
- subsidies hlgh GDP. fell by about 10% per year in 1992 ‘and 1993, less than in

- Russia; however, a considerable drop was expected i in 1994, one of the most severe

_ofthe countnes in.transition (already -26% Jan. Sept year—on— year).

'One of the main reasons for the delays in economic stabrlrzatron was the absence ofa -
clear - autonomous monetary policy in Belarus.  Until. early 1994, despite 'the
introduction of a temporary :local rouble in 1992, the prospect of monetary union -
with Russra remained strong. In May 1994 the Belarussian rouble was declared the ‘
only legal tender in the country. A]though a new President, Mr. Lukashenko,

. favourable to. closer links' with Russia, was elected in July, -the newly formed

) govemment under Prime Minister Chigir has adopted. a reformist stancé and an
" ambitious - programme of .reforms, ‘requiring an autonomous - -monetary - policy.
- Monetary union with Russia now does not seem to be on the agenda‘any more and

“would be a more long term prospect at best. The Belarus' new macro-economic -

programme is to be supported by the IMF and other multilateral and bilateral donors. :

" The budget deficit was of about 8% of GDP for the first six months of 1994, Over

the first nine months of the year, monetary expansion remamed high and average

~ inflation was over 25% per month. In July monetary expansron limits were set. The - -

- goal is now to reduce mﬂatlon down toa monthly 8% level in by mid- 1995

Core structural reforms have aIso been delayed until the recent decrslons of 1994,
Subsidies on basic foodstuffs were maintained, .and rents and utrlrty prices remained "~
controlled at very low levels..No proper two-tier banking system existed, with the.
- established practice of direct central bank. lending, “and .even. subsidising, to " ‘
-enterprises. Enterprise. restructunng had ot been significant either. The -

- .implementation of privatisation and even the corporatlsatron of. enterpnses had been
" delayed by the resistance of entreprises and sectoral ministries: a_privatisation law

was approved only in July 1993 and, by the end of the year, the private sector

accounted for only 5% of employment and 10% of non-agncultural output. Although™ . '

a_bankruptcy. leglslatlon had been enacted already in 1992, lt has S0 far been'..""

- ,-moperatrve — - } o

. BALANCE OF PAYMENTS

~ While the country suﬁ'ered from disruptions of trade and payrnents in the FSU, it has -

so far been unable to redirect its trade to-the west: It lias furthermore been adversely

affected by the detenoratron of its terms of trade wrth an mcreasmg cost of energy :
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imports which are now close to world market prices. As a result, the trade balance,

~ which was positive in 1991 (mainly inter-FSU republics trade), registered a deficit of

~ about US$ 600 million in 1994, most of which is due to energy imports from Russia’
-which. account for ‘more than 50% of total imports. As Belarus. lacks currency .

reserves, net interstate arrears mcreased and reached US$ 405 - million by end-- '

September. ‘ : :

The current account deficit reached about US$ 630 million in 1994. A current -
account deficit of about US$ 320 million is expected for 1995. The IMF supports the -
Autumn package of reforms-of the government and has called for the support of the
~ international donor community. The Fund is ready to disburse about US$ 300 million

* under a second tranche of the Systemic Transformation Faclhty (STF) and a stand-by
arrangement to be finalised in early 1995.

After IMF and World Bank support (and bilateral debt restructuring with Russia on
-1994's energy import arrears), the remalmng balance of payments gap for 1995 is.
estimated at US$ 250 rmlllon and is e%pected to be filled by bllateral official
assistance. E

FOREIGN DEBT

“Under the "zero optlon agreement between Russia and the other new independent,
states, Russia took over the external assets and liabilities of the FSU.-Thus, Belarus'

" “external debt has been mcurred only recently (after 1992)

A large part of the forelgn debt of Be]arus is commercral debt and consists of gas’
arrears vis-a-vis Russia (US$ 405 million). According to ongoing negotiations _ -
-between Belarus and Russia (to be finalised in early -1995), this debt would be - -
transformed into assets under a US$ 235 million debt/equity swap, or repaid under a’
barter arrangement between the two countries. :

The estimated eXtemal debt of the eountry was about US$ 1.5 billion by the end of
1994. The debt service on exports ratio averaged only 10% of GDP but, owing to - '
the very limited-hard currency resources of the country, represented a heavy burden..
In 1995, assuming the approval of the IMF stand-by arrangement and the fulfilment
- of the residual financing gap by new loans of international donors, the external debt .
could increase up to almost US$ 2 billion, i.e. about 35% of GDP.
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. _C.BULGARIA .

. "GENERAL ECONOMIC SITUATION E

- ’Followmg sharp- dechnes through 1993 productlon started recovermg in 1994 . -
- entailing some. 1mprovement in the rate of unemployment Inflation increased to 122
. percent in 1994, as a consequence of sharp- unant1c1pated (depreciations. of the o

natlonal currency (tnggered ‘by heightened political - uncertainties) - and- the”

introduction of the VAT. The" authontles responded to those developments by'f—. S
-'reaﬁ'lrrmng their commitment to the programme of fiscal restraint agreed with the - -
- IMF: budgetary data for 1994 indicate a considerable improvement in- the deficit .

’ ﬂperformance owing both to buoyant revenues and a scale- down of real expendltures s

- partlcularly on wages and operatmg and mamtenance

'Progress in‘ structural reforms have been slow Desplte the parhamentary passage in~
“June 1994 of an amendment to the anatlzatlon Act and the establishment -of a ‘
_ Centre for Mass anatlzatlon the pace of privatization has remained slow; and the
- completion of a clean-up of non-performmg, pre-1991 pollcy-dlrected loans .of State- -

. owned ‘banks. has not been sufﬁment to 51gmﬁeantly xmprove the functlomng of’ the B
.bankmg sector L : : - -

BALANéE OF PAYMENT S -

Bulganas extemal ﬁnancnal 51tuatlon lmproved in 1994 Exports. mcreased sharply as -
* 'the lev strongly depreciated- (reversmg a substantial real appreciation trend in 1993),
" whilei imports were contained as a result of restrictive- financial policies. External debt. .
~+_ - service declined sharply followmg the. .completion of the debt reduction deal with .
.commercial creditors (se¢ section 3). All'this resulted in a “shift in the external current B
‘account from a deficit eéquivalent to 8 percent of GDP toa surplus estlmated at 2

N percent of GDP in 1994 - -

Wlth the. conclusron of a new stand-by arrangement w1th the IMF in Apnl 1994,
. official capital inflows, that had been interrupted since end-1992; resumed including
- sngmﬁcant balance—of-payments support. This pemntted Bulgaria to- service its - '
external debt and to accumulate -official -reserves. At end-1994, official - reserves. g

amounted to some 2. 1/2. months worth of imports of goods and non factor semces

. FOREIGN DEBT

' Bulganas external debt posmon has significantly . 1mproved ‘with- the conclusion in .

July 1994 of a comprehensive debt and debt service ‘reduction (DDSR) agreement -

. with commercial-creditors on the restructuring of about US$ 8.1 billion in public

. “external debt, whlch resulted in-a commercial debt. reductlon ‘equivalent to 46 percent.
* of eligible debt. The upfront costs of the DDSR agreement (which involved. several .

- mstruments for restructunng, mcludmg debt buy-backs and Iong term- secuntles)' S
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, amounted to US$ 706 million. To. replemsh partially Bulgaria's mtematlonal reserves
‘used to finance these upfront costs, the IMF and the World Bank extended specific
financing in September- 1994 for a total amount of US$ 250 million, supplementmg -
already existing balance-of-payments financial support from the IMF, the World
Bank, the European Union and other G-24 bilateral donors.

Completion of the DDSR deal is expected to help Bhlgaria'regain over time access to .
international credit markets, -enhance the investment climate for investors and .
. constitute a crucial step forward in Bulgaria's progress towards external viability. In .

the immediate, external debt has decreased to 117 percent of GDP at end-1994 (144 ‘

percent in 1992) and the debt service ratio to 19 percent (39 percent in 1992)
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.- D.THE CZECH REPUBLIC
GENERAL ECON Ol\'ﬂC SITUATION

o 'After a sharp declme in 1990 92 and stagnatlon in- 1993 ‘the Czech economy grew by w
2.1% in the first nine months of 1994 (year-on-year) reflecting a.strong recovery of -

private consumption and investment. Real GDP is expected to expand by 3.5-4.5%in =

- 1995. The unemployment rate continued to edge down, reachmg 3. 1% in December— -
1994 down from 3 5% in' December 1993. S

.Followmg a 8 5% prlce-Jump in January 1993 assocrated with the 1ntroductlon of the |
VAT, annual inflation came down rapidly, ending 1993 at 18.2%. Inflation remained

T subdued in the first half of 1994, wrth the annual rate falhng below 10% for the ﬁrst' '

~ time since mid-1992. However, as a. result of the rapld expansion of the money

c _supply (M2) and domestic demand annual ' inflation accelerated ' to’ 10.7% in"

B November 1994 and is unlikely to' fall below that level in 1995. M2 is estlmated to
: have grown by 20% in 1994 well above the 12% ongmal target o

' The rapld growth of M2 reﬂects the impact’ of the strong forelgn capltal inflows, " .‘

~ which the Czech National Bank (CNB) -has only been able to sterilize partially o

, through open market operations and the increase (effective on 4 August) of the
minimum reserve requirements on banks' demand: deposrts Monetary policy was |
' :agam tightened in October, through a 50-basic points increase in the discount and -
lombard rate, ‘and in Décember, through:a further 50 basic points increase in the

lombard rate. Regarding fiscal policy, the state budget ended 1994 with a surplus of

" Ck 11.2 bn (about US$ 336 mioy and the Parliament has approved a balanced budget B :

- for 1995

As far as structural reform is concemed “the second wave of large-scale voucher
pnvatlzatlon involving assets in 861 enterprises with a book value of KC 155 bn

- (US$ 4.7 bn), was completed last November. About 80% of the- productxve capacnty

of the economy is estimated to be now in pnvate hands

. i

: THE BALANCE OF PAYMENTS

Reﬂectmg the acceleratlon of domestlc demand the real appreciation of the Czech' :
. -crown and trade restrictions introduced by: Slovakia, the current. account surplus .

I .shrunk considerably in 1994 and is likely to dlsapear or turn into a moderate deficitin = .
1995. The surplus declined from US$ 643 mio'(1.8% of GDP) in'1993 to US$ 197

-mio in the first nine months of 1994. The deterioration was particulaily marked vis-a- o
‘vis Slovakia, against which the Czech Republic-posted a US$ 270 mio deficit in the - -

first nine months of 1995. This has led the Czéch Republic to exceed. six times in R
. 11994 the ECU 130 mio credlt ce111ng agreed under the Czech-Slovak clearmg- '
“system.’ . , :
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The net inflow of FDI slowed down considerably in 1993 (declining to US$ 450 mio
from US$ 983 mio in 1992) and has recovered only moderately in 1994 (US$ 420 -
mio in January-September). The Czech Republic has been-experiencing, however, a
surge in other capital inflows since the third quarter of 1993. Thus, between January -.
and September 1994, portfolio investment (mostly equity investment in the Pragues.
Stock Exchange and foreign acquisition of Czech issues of international bonds) .
reached US$ 750.5 mio, and net direct credits by Czech enterprises from foreign
banks US$ 967 mio. Over the same period, Czech banks obtained internationally-
syndicated loans in the amount of US 175 mio. The Czech Republlcs access to the

* international capital markets has been reinforced by successive upgradings of the -
- country's rating. In June 1994, Moody's upgraded again the Czech Republic's rating
‘(from Baa3 to Baa2), and in July S & P's upgraded its rating from BBB to BBB+

S

The combmatlon of a healthy current account and a strong capital inflow 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$ 5.8 bn at end November-1994

" compared to US$ 0.7 bn at end-1992. In order to stem the upward pressure on the
exchange rate the CNB intends to make the crown fully convertible for current
~ account transactions and liberalize capital controls in a phased manner. It has also -
_ decided to repay-ahead of schedule all remaining loans owed to the IMF.

' FOREIGN DEBT

. Despite a significant growth of convertible debt in 1993 and 1994, mostly associated
with strong foreign borrowing by Czech companies and banks, the Czech Republic
continues to.enjoy a low foreign debt burden. Total convertible debt increased from
US$ 6.9 bn at end-1992 to US$ 9.1 bn at end September-1994, but this still implied .
a relatively low debt/GDP ratio of 25.8%. The debt service ratio has increased
between 1992 and 1994 but, at 10.2% in 1994, it remains moderate. While
- projections for 1995 and 1996 pomt towards an increase in the debt and debt service
mdlcators they are expected to remain n at réasonable levels. »
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. GENERAL ECONOMIC SITUATION

'The economy emerged from 1 recession: by the end. of 1993 and GDP is expected to‘-

have grown by 4% in 1994, desprte a severe drought which hampered agncultural' e o
production. Services now account since 1993 for more than half of GDP. -Growth . -

: marnly relies on the development of the pnvate sector

X -Inﬂatlonary pressures fuelled by sharp increases. of energy unports prices, resumed. :
-at the end of 1993 and earty 1994. Prices increased by about 40% in 1994, well over .
target, but the" latest recorded monthly price - mcreases are moderate (1. 4% Q4 -

: average). S : o

" Under the currency board arrangement central bank lendmg fo the state is prohlblted
this-has contributed. to: budgetary discipline. The _general government budget should

~ - record a 2.5% deficit of GDP in 1994, against 1.8% in 1993: this is due mainly to o
- increases of public investment. The. deficit is fully ﬁnanced by extemal borrowmgs C
. 'The 1995 budget enVISages an overall balanced outcome L

_ _Estoma has made contmumg progress on structural reform ‘In 1993 and 1994
" Estonia advanced further in the area of pnvatlsatron, especially for small ‘enterprises
of which over. 80%. have now been sold “to private owners. . ‘The Estonian
anatxsatlon Office was created i in 1993 to better co-ordinate pohcles towards the -
enterprise sector, and in'1994 a separate department was established in the Mrmstry
of Economy ‘with responsrblllty for restructuring state firms before privatisation. In -

- some cases bankruptcy law was- applied. Banking supervrsron has been lmproved'
Followmg the banking crisis of early 1993, the bankmg system was restructured. The -

number of commercial banks was reduced to 21, mostly through - ‘mergers. The
central bank policy of phased inereases in nnmmum capltal requrrements keeps the
pressure on banks to- consohdate f ’ :

.

. _THE BALANCE OF PAYMENTS

o N Estonras current’ account was broadly in balance in 1993 Extemal capltal grants L
" . fully compensated for the recorded deficit.of 2.2% GDP on goods and services. This -

. changed ‘significantly in 1994. The excess of domestic inflation over international °
price increases reduced. the competmve advantage and the resumption of domestic
‘growth led to higher imports. As a result, the current account deﬁcrt reached a hrghf

level, close to an estrmated 7% level of GDP.. = : e : o

: The mﬂow of forergn dlrect mvestment remamed hlgh for the th1rd consecutlve year "

. -Official foreign exchange reserves continued to- grow and, with a level worth US$-

) . 450 mlllron at year end covered approxrmately 5 months of 1mports
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Assuming a steady recovery of the Estonian economy, the current account is
- expected to remam in deficit over the medium term.

FOREIGN DEBT |

Estonia did not accept any.legacy of foreign debts of the FSU. In 1994 the stock of ~
external debts mcreased from US$ 135 million to an estimated US$ 228 million level ., .
(i.€. 9% of GDP). A substantial part of this debt is owed to international financial
institutions. The IMF has granted to Estonia a US$ 17 million Systemlc__;
Transformation Facility and has disbursed US$ 44 million under the stand-by
programmes since 1992. In 1993 the World Bank disbursed the bulk-of a US$ 30

_ million rehabilitation loan to finance critical imports, and has a substantial number of

- projects in the pipeline. Estonia also benefited from an energy emergency programme
of the EBRD some US$ 9 million of whxch were disbursed. :

: Debt service remains very low with a ratio to exports of goods and non-factor
services close to 1%.




—— =

'pnvatrzatron has raised some doubts about its strategy

i3

. F.HUNGARY

. GENERAL ECONOMIC SITUATION

The Hunganan economy recovered in 1994 ‘with real GDP estimated to-have grown- _-'
by about 3%. Industrial productron increased by 9% in the first nine months of 1994 , -
(year-on-year). Followmg a peak in. February 1993, the. unemployment rate has

o steadily declined to 10.4% in December 1994. Growth, however, is. expected to slow-
down, or even stop altogether, in 1995, as the government apphes an adjustment

programme to reduce an unsustamable current account deﬁc1t

Increases in indirect taxes, a faster devaluatlon of the formt and the. strengthemng of o
- domestic demand have again prevented a reduction of inflation in 1994. Annual CPI

mﬂatton reached 21% in November, the same-level as at the end of 1993. After four

- years of decline, real wages started 1o grow again in 1994, with a year-on-year )
_ ‘increase of 6% i in’ real net average earmngs in the first nine months of 1994. The new
.. socialist-liberal government views such large gams as unjustrﬁed and is seekmg a
- social pact to 1mpose wage moderatron - e S e

2,

At ] HUF 320 bn (7 5% of GDP) the central government deﬁcrt ﬁmshed 1994 HUF -
18 bn below the target contained in the supplementary budget adopted last autumn.
" As a central element of a three-year stabilization and modernization plan currently

under elaboration, the government intends to reduce the 1995 deficit to HUF 282'bn
(5.5% -of GDP). However this reduction of the deﬁcrt wh1ch largely reflects a

change in ‘the accountmg methodology and an. uncertam increase in pnvatrzatlon o
. revenues, may not be sufficient to produce a srgmﬁcant reductlon in the current .
' account deficit. - - o

" * The authorites have contmued 1mplementmg the bank consohdatlon scheme launched:'
" in December 1993, involving. the recapltallzatlon of the major Hungarlan banks in 'h ‘
several steps through the transfer of state bonds. The privatization process slowed -
. down.in 1993 and 1994: The new govenment-plans-to revitalize the privatization "
. process, but its recent decision to cancell the already agreed sale of a Hungarian

hotel chain to-.a foreign investor and dlsmlss the refonmst commrssroner for -

¥

THE BALANCE OF PAYMENT s -

o Followmg the sharp GEtenoratron suﬁ'ered in 1993, the current account deﬁcrt .
- continued to increase in 1994, reaching. almost US$ 4 bn (or 'more than 10% of
. GDP) and srgmﬁcantly exceeding the official forecasts. The weakness of the current
- account and speculation against the forint led the authorities to devalue the currency
. -by 8% against. the ECU-dollar basket on 5 August, thus' devraltmg from therr pollcy.' -
of small regular devaluatrons aimed at stablhzmg the real exchange rate . L
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~ Despite the very’hlgh current ‘account deficit, official foreign exchange reserves:
expanded rapidly in 1993, reaching US$ 7 bn at the end of the year, up from US$ 4.4-
bn at end-1992. This was made possible by a continuing ‘strong net inflow of FDI
(which reached. a record of US$ 2.3 bn), high foreign borrowing by commercial
banks and enterprises, and the placement by the Natlonal Bank of* Hungary (NBH) of.
, US$ 45bnin mtematlonal bonds

Net borrowmg by banks and enterpnses accelerated i in 1994 (to 1.7 bn in January- T
August) and the NBH continued to raise a considerable amount of funds in the
international capital markets. However, the higher current .account - deficit, lower
inflows of FDI (about US$ 1.2.bn), and substantial early repayments of external debt
aimed at reducing the "bunching"of repaymients expected for 1995 and 1996, resulted -
in a decrease in official reserves from a peak of US$ 7.5 bn in January 1994 to US '

~ $6.8 bn at end-October 1994. ‘ : N

The '18-month stand-by facility granted by the IMF to Hungary in September 1993
was interrupted due to non-compliance ‘with some of the programme targets. The -
IMF is currently discussing with the authorities on the main elements of an economic
programme tobe supported by the resumptlon of IMF lendmg

3. FOREIGN DEBT

With the current account considerably exceeding the net inflow of FDI since 1993,
-both gross and net foreign debt have been rising rapidly, and from already high

- levels. Gross convertible foreign debt has increased from US$ 21.5 at end-1992 to
US$ 28.2 (78% of GDP) bn at end-October 1994. Net foreign debt, for its part, has
increased from US$ 13.1 bn at end-1992 to US$ 18.7 bn at end-October 1994. After .
-increasing in previous years, the proportion of medium- and long—term debt has -
remamed practically unchanged at around 92% -

Total debt service (excludmg_repayments on short-term debt but including early
repayments) has been consistently increasing since 1992, réaching an estimated 65%
of exports in 1994 (against 33% in 1991). The early repayments made by the NBS
. have significantly reduced the expected concentration of repayments in. 1995 and
© 1996. Repayments in 1995 and 1996, which would have otherwise reached US$ 3.4
~ bnand US$ 3.9 bn respectwely, are now prOJected to amount to US$ 3.bn and USS$ .,
3 1bn.
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’ "-'V'GDP growth accelerated agam in" 1994 reachmg 6! 8% The forecast for 1995 is Sl

. somewhat lower, at 5% Inflation accelerated significantly in the last quarter of 1994, .~ -

" reaching nearly 15% on an annual basis: This was not matched-by a proportional

‘deprecratron of the Shekel, thereby pushing the real exchange rate up and w1demng E‘ff'

; . the current account deficit to over US$ 3 billion in 1994, This has put pressure on: '

. 'the shekel in foreign exchange markets and the Bank of Israel had to increase its key - S

lendmg rate to. 17%. by. mrd-December without however succeedmg n entrrely‘

- "stoppmg speculatlve pressure on the national currency. . The government plans'to -
. present .a major macro-economic. programme in January 1995. The authontres e
L '_'announced an mﬂatlon target zone' of 8. to 11% for 1995 ‘ e o

: I"blllion .

| ;The government budget deﬁcn was ﬁrrther reduced from 2. S% of GDP in’ 1993 to

2% i in 1994 following reductrons in the housrng programme and other subsidies for-

1mmrgrants mcludmg unemployment benefits, and tax increases, especrally on capital -

- gains. Budget revenue from pnvatlsatlon increased’ somewhat to ‘US$ 700 million in

1994, but remains very small compared to_the substantial share of state-owned, L
: enterpnses in the economy and was less than half of the announced target of US$ 1 5 '

%,

R .’iUnemployme’nt continued to fall, fro'm:Q% end 1993 to 7. 8%- end- 1994, as the wave .

of 1mmrgrat10n from Eastern Europe and the ex-Soviet Union of the early 1990s -

came to an end, and the: tepeated closure of the- Occupred Temtones accelerated thei.._; -

-replacement of Palestmran workers wrth 1mmrgrants

THEBALANCEOFPAYMENTS I R

>

At the end of 1993, Israel accepted the obllgatlons concemmg the ﬁ.lll llberahzatlon- AR ‘
" of current account transactlons under.article VIII of the IMF Articles of Agreement. - -

" The Central Bank of Israel maintains a “crawling peg" exchange’ rate system witha .

- target deprecratlon rate. announced by the Central ‘Bank, in - line wrth expectedf.
: mﬂanon anda2% vanatlon allowed around the targeted exchange rate R

Export expansron estrmated at 10 6% was a strong dnvmg force for growth in .

¢ 1994, Imports increased however equally fast. at 10.4%and the’.current account o

© . deficit rose from US$ 1:2 billion in 1993. to more than' US$3 brlhon in 199 4 Netg R

prlvate capltal 1ﬂﬂows remamed small at around US$ 100 mrlhon '

{

'Ofﬂcral forelgn exchange reserves reached a satlsfactory level of US$ 6. 8 b11110n at o

B »’_' the end of. 1994 or the equnvalent of nearly 2.5 months of 1mports
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FOREIGN DEBT

" The US$ 10 bllhon credxt guarantees obtained from the US: govemment in 1992 have

- enabled the authorities to draw on medium and long-term credit lines for investment ..
, "prOJects However, Israel's rating- on-international.capital. markets would have to_
- improve from the present BBB+: level in order to get. unguaranteed access. Net .

foreign debt increased from US$ 16.7 billion end-1993 to US$ 17.7 billion.at end-
1994, of which nearly three.quarters was public sector debt. The debt service to -
- exports ratio improved slightly as export growth was strong in 1994. . ' ’
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. H. LATVIA

.- ) GENERAL ECONOMIC SITUATION A E ’

) 'For the ﬁrst year since 1t became mdependent Latvra is lrkely to emerge out of the | )
recession which saw GDP fall by 45% between 1991-and 1993. Growth in 1994 is,

- __however hkely to have been moderate (it is estimated at 2%) partly because of the

‘adverse impact of the- drought which "affects the: whole region. Unemployment is :
"already substantial, with an estimated 7% level at the end of 1994 the hrghest among'
the Baltic states; , :

The authontles have successfully pursued a polrcy of stable exchange rate Wrth an

* informal peg to the SDR.. They further tightened monetary policy in 1994, hmrtmg

the growth of broad money to 39%. As a result, lnﬂatron continued to slow down
* from 35% in 1993 to an-estimated 25% level last year. However; some: ‘inflationary, -

"’ pressures remain due to large inflows ‘of foreign capital whrch mrght lead the
. authorities to accept some apprecratron of the lats, - :

" The govemment ﬁnancral deficit was expected to remam in 1994 wrthm the 1mtral |

" 2% of GDP target. The: total deficit (including net government lending), about 4% of .

GDP, was mainly financed through external borrowmg In 1995, both  government
'expendrtures -(in particular social benefits) and revenues (both‘ VAT ‘and social
secunty contributions) should -increase significantly, and a comparable 2% financial -
. deficit is expected, thhout takmg 1nto account publrc mvestment ﬁnanced -by

; extemal borrowmgs . : :

: Structural reforms contmued in 1994 The State Property Fund i in charge of pubhc -
. assets started its activities in September. anatrsatron, which had been initiated at a -
- slow pace in 1992-1993, accelerated at the end of 1994 after the government

announiced an international. tender of 45 medium and large. size firms. The "

Privatisation Agency is now-fully. operatronal and mtends to privatise 50 ﬁrms by
tender each year in 1995 and 1996. In the Banking sector; the two main banks,

* Universal Bank of Latvia (UBL) and Latvian Savings Bank are engaged in the .

restructuring’ process their portfolios have beeit strengthened ‘and UBL mlght be
_ready for privatisation by the end.of 1995, ‘The free trade agreement srgned wrth the .-
European Union entered mto force on 1 January 1995. ' ,
. 'THE BALANCE o’F'PAYMEN'rs" ‘

“The current account which had recorded a substantral surplus in 1993 became

- negatrve in 1994 (-160 million US dollars ‘without the official transfers) because - p

"“ .imports grew srgmﬂcantly (+20%) while exports decreased. This is mainly due to the - |
.upsurge of the economic actlvrty wluch lead toa substantlal increase of i mvestment- ‘
related 1mports : : - -
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Substantial official transfers, inflows of private capital and disbursements of the
" -international financial institutions contributed to finance the current account deficit.

Latvia's hard currency resel;ve_s,havé continued to grdw m 1994 imd, with a US
dollar 596 million level at year-end, almost cover 6-months of imports. ) ~

. FOREIGN DEBT,

. Latvid did not accept any legacy of foreign debts of the FSU. In 1994 the external ..

debt stock increased from US$ 311 million to US$ 445 million. More than 50% of =
this debt is owed to international financial institutions. Latvia owes the IMF 160

million dollars (93.5 million under the 1992 stand-by and 1993 extended stand-by, .
~-66.5 million under the 1993-1994 -STF). In 1993 and 1994, the World Bank .

disbursed the bulk of a'US$ 45 million rehabilitation loan and part of a US$ 24
million agricultural development loan. The EBRD has so far disbursed 20 million
dollars on Latvia, half of which-was for an energy sector emergency project.

~ The debt service ratio, with a 3.8% level (debt service on exports) remains
" moderate. ' ' : : o




-40 ) B L

"L LITHUANIA

i ‘l e GENERAL ECONOMIC SITUATION

\"‘Aﬁer a sharp declme of output of about 55% between 1989 ‘and 1993 GDP:.cré'
stabilised in’ 1994 with an estimated 1.5% growth. The official unemployment rate

Tose. moderately to_an estimated 2% level by the end of .the year: this figure, . . a

ot however is cons1dered to be far lower than the actual level of unemployment

o Aﬁer peakmg in 1992 at hyper-mﬂatronary levels mﬂatlon slowed down in 1993 and

early 1994. An important stép-in the stabxhsatlon _process of the economy was the = -

.~ .- introduction, on April 1,-1994, of a currency board arrangemerit under which central _
~  bank lending to the government “is suppressed, ‘and the money in circulation is -
- constrained by the market value of gold-and hard currencies-detained in the Bank of
~.* “Lithuania. The itas. became pegged to.the US dollar at.a.rate of LTL 410US$1.In
" 'the months following the introduction of the currency board arrangement mﬂatron
] dropped down to a level of less than 3% per month : :

o “.'Monetary expansron under the currency board arrangement dechned m 1994 The .

state incurred a-fiscal deﬁcnt of about 4% of GDP .in 1994. Most of the deﬁcrt has - .

“ been financed by issuing, since July, treasury bills. Also, to a ‘lesser extent public -
investments have been financed with normal commercial bank loans The increase in -

- phasmg out of ‘public subsrdres Wthh fell to below l% of GDP m 1994 (agamst '
. 5.5%in 1991). - : L . | ;

—

' ,Structural reforms have been further 1mp1emented .The Govemment contmued to

progress -with pnvatlsatlon -and restitution. By September 1994, 76% of all -

. ‘companies eligible for pnvatrsatron, or 30% of all state capital, had been pnvatrsed :

~ through vouchers, public share’ subscnptron and auctions. In December 1994 a new

. 'Central Bank bill was adopted i in Parhament and a commercral bank law is expected
1o be enacted in ea; ly 1995. ' : : .

A three-year programme was adopted by the Govemment for the OCtober 1994 -
. September 1997 perlod envisaging, tlght _budgetary policies under the existing

‘the deficit led the -authorities to adopt austerity’ budgetary measures, mcludmg the = -

currency board arrangement and a sustamed eﬁ'ort to mamtam the momentum of s

(-

o structural reforms

2 TI-IEBALANCE OF PAYMENTS S

JThe trade balance whrch recorded a surplus untll 1992 became negatlve in 1993 and.

1994 due to-the sharp increase of ¢ energy imports ﬁomRussra, ‘which are now close =~

. to world market “prices, and account for about 50% of the country's imports. Asa
. result, the current account of the country reglstered a:260. rmllron Us dollars deﬁcrt
in 1994 T o _ , T _

“
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A substantlal part of the 1994 current account deficit was financed by pnvate capital
inflows. Also, following the adoption by the Government autumn three-year
programme,. the IMF approved on October 24 an SDR 134.55 million (about US$
200 million) extended facility. This should allow Lithuania to-build up the necessary
reserves and to ﬁnance key energy and mvestment-related lmports ’ _

. Over the medrum-tenn, the growth- trend should remain robust, and- imports of -
capital goods are expected to grow substantially. The country is therefore expected
_to remain in current account deficit over the next five years, so. that it w111 heavily -
. rely on private cap1ta1 inflows and the support of IFIs. : '

FOREIGN DEBT

Lithuania has not accepted any legacy of sovereign debts of the FSU. In 1994, the
external stock of debts increased by about US$ 250 million, reaching a level of US$
580 million. This level of debt is moderate relative to GDP (10%). Most of the 1994
increase is due to disbursements under the IMF stand-by and STF programmes, and
of the World Bank US$ 60 million rehabilitation loan.
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el
. J.MOLDOVA -

Over the last twelve months the authontles have been 1mplement1ng thelr economrc

reform program, adopted” .in December 1993, with- remarkable perseverance. -
However, owmg to a severe drought which devastated crops in the south of the

~ country, and-given the importance of the agricultural sector which,together- with the
. agncultural processmg industry, accounts for roughly 60 percent of GDP, the decline

in economic activity accelerated in the second half of 1994 (output is estimated to
have declined by 31 percent in 1994, compared-to a decline of 8.7 percent in 1993)
Registered unemployment remains very low, at under 1 percent of the labour force,

~but an estimate ﬁgure mc]udmg workers on unpard leave puts’ unemployment at 14 '
' percent : : '

' Inﬂatron has fallen dramatlcally since the begmnmg of 1994 (the monthly rate fell
+ from 44 percent .in. January to 3.5 percent in November and to 2.6 percent in-..
_December). On a yearly basis, inflation fell to 105 percent at end-1994, compared. to .

837 percent at end-1993. Since the introduction of the leu in November 1993, the - -

; exchange rate has remained relatively stable (about 4 leu per US$) and interest rates. .

~_ have declined (the National Bank of Moldova cut the discount rate to 42 percent in .

' December compared to the February peak of377 percent)

" The government succeeded in reducmg the budget deﬁcrt (to about 75 % in 1994
» from around 9 % in 1993) despite very consnderable spending pressure, but this was
in’ part achieved through one-time asset sales. For 1995, the Government intends to--

* enforce fiscal discipline in a more sustainable way, recognising that too much reliance.
- s currently being placed on payment arrears to achieve cash deﬁcrt targets Pamcular

attentron will be pard to lmprove tax collection. -

Concernmg structural reforms some progress “has been made (ﬂrst auctlon for

" medium and -large-sized- enterpnses held by end-June 1994, elimination of export
" quotas with the exception: of grain, grain products and energy products) but it is

" lagging behind- the efforts made in terms of financial stabilisation. Passed bankruptcy

legislation was not used against state enterpnses "and there have been no closures of -

large enterprises to date.-Over 200 enterprises- of all sizes - - about 20 percent of the -

" number of enterprises scheduled to be auctioned under- the: 1993794 Privatisation
- Programme ‘had been transferred to pnvate ownershlp by end- November 1994

THE BALANCE OF PAYMENT S

The balance of payments remained under severe pressure in 1994 pnmanly asa

" result of higher prices for imported energy. Based on prelmunary data, the. current.

account deficit for the first three quarters of 1994 was US$ 90 million, and the deficit
for the whole of 1994 is-estimated at US$. 183 million (or 15.4 % of GDP),
practically the same as in 1993 Both exports and imports have been weak.’ Exports_ ‘
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have been negatively affected by the contlnumg economic contraction in Moldovas
" main trading partners and increased transport costs. Concerning the import side, even
- if adequate financing commitments Were obtained in December 1993 to close the
- projected financing gap for 1993 and 1994, the slow pace of drsbursements and the .
' collapse of output haveled to-a-severe: compressron -of i imports. :

Prehmmary ﬁgures for the capltal account show a surplus of about-US$-170- mrlhon‘:-;

" for the first three quarters of 1994 and an estimated surplus of US$ 241 million for -
' the whole year, compared-to 136 million in 1993. At an estimated US$ 25 million in -
1994, direct investment remained low, while inedium- and long-term loans accounted

" for the bulk of capital inflows, with an estimated amount of US$ 181 million for -

1994. This capital inflow allowed the Central Bank to accumulate gross ofﬂc1al

. reserves in excess of the programmed target o

FOREIGN DEBT -

Moldova agreed to the Zero option- with the Russian Federatlon and so has no l
responsibility for the external-debt of the FSU. The total external debt of the country -
- is estimated -at US$* 550 million by end 1994 (or around 26 % of GDP), mainly to

~ " Russia and to the IFIs (IMF and World Bank), compared to US$ 154 in 1993 (about

11 % of GDP). Financing from other bilateral donors, principally the EU, Japan, the -
" USA, China, Romania and the Netherlands are comparatively small. Debt service as .
" a percentage of exports is estimated to have-increased from around 1. %.in 1993 to -
more than 8 % in 1994 and is expected to increase further to more than 11 % m
"1995 :
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. K. ROMANIA

. ~GENERAL ECONOM]C SITUATION

B Although its: dechne ‘was- reversed -An - 1993 real GDP-is expected to remain low at
" ‘around 2% in 1994 owing to the slow unplementatlon of reforms: in ‘public -

‘enterpnses Growth’ will come. mainly from exports The govemment deficit. Wlll o

" increase compared to 1993 but is expected to remain low at around 2 S% of GDP

’ Inﬂatlon slowed down consrderably from over 300% end 1993 to 70% at the end of .,
1994. The increase in interest rates to positive levels in real terms .early 1994 - .

. contributed to the stablhsatlon of the Lei and facilitated the unification_ of official and
“ market exchange rates. However, towards the end of the year, some discrepancies.
- occurred again between the two rates. Nominal interest rates at National Bank credit

5 ’auctrons\decreased in line. thh the slow-down in mﬂatron to some 80% at the end of o

1994,

7 In the course of 1994, :a nev'v‘impulse has been- given to. public enterprise reform.

'+ Some 60 state-owned enterprises with large losses and/or arrears have been isolated .-

“ from the financial - system and financial recovery plans have been implemented.. But.

R there is little progress in the privatisation of large and :medium sized ‘state-owned

_ enterprises. A new mass privatisation 'scheme has’ been announced but not
- implemented yet. Prudentral regulations and stncter control ‘of bank portfolro s have
" “been introduced but httle progress has been made with respect to the prrvatxsatron of
' banks - : : : : :

. THE BALANCE OF PAYMENTS

,The deprecratlon of the Lei end 1993 and early 1994 1mproved the competrtrveness

" _of the Romanian €économy. Imports stabilised close to.the 1993 level as domestic '
" demand rémained weak. Exports grew because of incréased - ‘competitiveness and -

~ easier access to markets with the approval of the (Interim) Europe Agreement. with

the European Umon and the grantmg of Most-Favoured-Natlon status in the United - -
States 1mport reglme T e e

_ As a result the trade balance and current account 1mproved markedly in the ﬁrst half :

- of 1994, The current account deﬁcrt for that period amounted to US$ 166 million ~

- only,. compared to a US$ 1.6 billion deficit for the whole of 1993. The capital . "

_account surplus diminished however to some US$ 100 million (excluding IMF loans) -
during the first half of 1994, compared to a US$ 1.3 billion’ surplus for.the whole of

11993 ‘But the new agreement with the IMF, approved by the Executive' Board in. -~ -

" May 1994, is likély to lead to.a new. stream of official financial inflows into Romania. -

"~ Access to- private ﬁnancral markets is;, however, still limited. Direct foreign - .

'-_mvestment inflows remain very- low as large-scale pnvatlsatlons have not real]y N
. started yet ' o N
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Foreign currency reserves at the National Bank increased rapldly from only US$ 40

-million at end-1993 to over US$ 600 million at end-1994. Most of this increase is
" .due to a shift from foreign currency deposits to' Lei ‘deposits in the commercial
banking system, triggered by the strong increase in domestic real interest rates.

-

. . FOREIGN DEBT

. Total external debt increased rapidly from virtually zero in 1989 to US$ 4.7 billion or.
16% of GDP at end-1993 and debt service accounted for 6.2% of current receipts..
which is still relatively low compared to other Eastern-European countries. 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. According
to the IMF, the extemal debt service ratio is projected to mcrease to around 18% in
1999,
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L.RUSSIA -

' GENERAL ECONOMIC SITUATION

,\.

- 'Gross domestrc product 1S estlmated to have. fallen by - 15% in 1994,. w1th mdustnal

" production reported at less than 45% of its 1991 level. However, since October 1994 -

‘monthly:real GDP is reported to be higher than the corresponding :months a year
+ earlier. Smularly the 1ndustr1a1 productlon mdex grew strongly from the fall of 1994
onwards D - _; o L ‘ R

- The progress made towards macroecononuc stabrlrsatlon in 1993 and durmg the ﬁrst
" half of 1994 has been largely dissipated in the last part of 1994. After a substantial

- financial trghtemng in 1993 and part of 1994, there was a-marked financial relaxation -
in the second and third quarter of 1994. Durmg both this quarters central Bank credtt

o grew at 13% per month

The rising costs of the mrlltary campargn in breakaway Chechnya, the fallout from
the rouble. crash .in’ October and “the issue of promissory notes in exchange for .
corporate debts had fuelled a revamp of inflation. Inflation, down to 4.6% per month
in August 1994, has been accelerating in the last quarter of 1994 to around 15% per

~ “month, bringing the overall 1994 consumer price increase to over 200%. The rouble

exchange rate was over 3.800 to the dollar at mid-January 1995, up from.3.550 at
- the end of 1994 and compared to 1.247 at the begmnmg of 1994. The acceleration in.
- the fall of -the rouble reﬂects the Chechen crisis and growmg rnﬂatronary
' expectatrons : : _

Conﬂrctmg srgnals emerged on structural reforms On the one hand some:. senior -

- members of the government questioned: the. 1rreversrb1hty of the privatisation process o

" On the_ other, quite unéxpectedly, the' government at the end of 1994 passed a
resolution lrberallsmg the country's energy export regime, clearing the way for higher -

" ‘energy prices, mcreased export revenue and tax receipts, and reducmg the scope for

~ corruption. - : :

The future course of 1nﬂat10n the development of the relatlonshlp w1th the IMF and
the World Bank and more generally the credibility of the economic pohcy of the
,govemment will depend heavily on the budget for 1995 and the way in whrch it rs -
financed. By late January 1995 this was still very hard to predlct :

. THE BALANCE OF PAYMENT S

- The assassment - of the balance of payments of Rus.,la is complrcated by the poor :

~ " quality of the data. For instance, there is wide evidence:that. :capital ﬂrght has been

srgmﬁcant since the early 19905 but thls is not totally reﬂected in the ofﬁcral data :

In 1994 Russra recorded a ]arge trade surplus prelrmmanly estrmated at US$ 19 8 ‘ .

bn, compared: with a surplus of US$ 16.bn in 1993. This amount, however, may be



. -47-

greatly over-estimated, as a part of imports go unrecorded in order to escape tax
payments. The main feature is the diversion of trade and financial transactions away
from traditional partners - former CMEA partners and, even more, former soviet

republics - and re-direction of flows towards developed-countries.. Industrialised. - '

countries accounted for 69% of the total volume of imports.in 1994, compared fo.-
60% in 1993, while imports from former-CMEA countrles contmued to dechne and. -
accounted for less than 8. 5% : o

The current account swang froma deficit of US$ 4 bnin: 1992 toa surplus of US$ 2.
.~ bn in 1993. According to data of the Russian Central Bank, the- current: account had .
a surplus of US$ 3.6 bn in the first half of 1994 S

The level of forelgn direct investment in Russm remains very small in relation to the .
dimensions of the economy and the resource endowment of the country. The net

inflow in the first half of 1994 amounted to 400 million dollar. Political infighting,

and the lack of basic legislation on contracts, land ownership, oil, gas and securities

', are perpetuatmg legal uncertainties for busmess therefore preventing large capital -
inflow. - : ‘

! During the first elght months of 1994, the level of net reserves fell by US$ 1. 9 bn,
reachmg US$ 1.4 bn at end-August. -

. FOREIGNDEBT '

The extemal_debt of Russia was estimated'at US$ 85 bn at.the end of 1994. Slightly
less than 90% of thetotal consists of debt contracted during the Soviet period, which
was taken over by Russia in early 1993. The debt represents about 30% of GDP.

Debt service in 1994 is estlmated to have represented 32% of exports, of which .~

" about 10% is in interest payments

~ Re-estimations by the Ministry of Finance put the debt to US$ 113 bn at the
beginning of 1995. At the- moment it is unclear why there is such a big discrepancy.
This discrepancy ‘is too big to be explained -only in terms of revaluation of -the.
currencies in which the debt is denominated vis-a-vis the dollar. .

Maturities of the debt contracted or guaranteed by the government before the 31 .

December 1991 have been re-scheduled in the framework of several agreements with

the Paris Club in 1992, 1993 and 1994. Negotiations with the Paris Club on. the

rescheduling of maturities due in 1995 have been postponed until after the conclusion

of a stand-by arrangement with the IMF. An agreement with the London Club on the .
restructuring of the commercial debt, worth 24 billion dollars, is still under discussion

" and could not be finalised in 1994 despite a legal understanding reached on the status :
of Russia’s commercxal debts.



M. THE SLOVAK REPUBLIC
. n GENERAL ECONOMIC SITUATION

Followmg a 4 1% dechne in1993, ‘real GDP recorded year-on—year growthof 4. 3%~
“in-the first nine months. of 1994.- Industrial production has.recovered strongly,
growing by ‘9.3% in'the third quarter of 1994 (year-on-year) and unemployment_.

~ seems. to -have- stabilized at.about. 14.3%. After accelerating to 25.1%in 1993 as .. |
. result of increases inindirect taxes and the-devaluation' of the Slovak crown, CPI
~ inflation has been on a. downward trend smce the beglnmng of 1994 falhng to about

12% at end-1994, o .

‘The reductlon of 1nﬂatron has been supported by tlght macroecononnc pohmes Net

. "domestic assets fell by 1.4% in- 1994, while net credit to the government increased by

© only 3:3%. The general: govemment deficit, for its part, is estimated to have’ finished

~ the year close to the 4% of GDP target, well below a deficit of 7.5% of GDP in . _ -
1993, The new government mtends to reduce the 1995 deficit to around 3% of GDP. - .

. These fiscal targets are part of the economic programme for 1994/95 agreed with the

. IMF and supported by a SDR 115.8 mio stand-by arrangement, a sécond purchase .- |

~ (of SDR 6434 mio) from the Systemic Transformation - Facility - (STF), and,
: 'comp]ementary macro-ﬁnancral assistance from the EU/G-24 in the amount of about .-
- US$ 243 mio. » - : : g

o Large-sca]e pnvatiiation was reactivated through the launching in the summer'of;f

. -1994 of a second wave of voucher pnvatrzatlon for which about 3.2 mio citizens - :
e (almost 90% _of those- eligible) registered. The voucher scheme, however, has-been .
-on hold since the September 30/October 1 general elections and the new Parliament -~ -

has invalidated some direct-sale privatization contracts concluded after 6 September ~
1994 The new government. has yet to clanfy its strategy towards pnvatrzatlon and
-ﬁnancral and enterpnse restructurmg

THE BALANCE OF PAYMENTS -

~Slovakia's “balance of payment_s"strengthene'd considerably in 1994, The current = =

. ‘account, which had recorded a deficit of 4.2% of GDP in 1993, is estimated to have .
~ swung into a surplus of about 3% of GDP- in 1994. This compares with a deficit of .
2.5% of ‘GDP projected under the programme -agreed with the IMF. .The -
improvement in the current account has been particularly marked with.respect to the

- Czech Republic: In'the first nine months of 1994, Slovakia ran a surplus of US$ L L

581.7 mio .(or about 5%. of GDP) against the Czech Repubhc and the latter
--exceeded in 1994 six times the: ECU 130 mio credlt ceiling, agreed under the bilateral
- clearing. system o : .

) 'f.;#"»-Also the capxtal account has strengthened reﬂectmg both substantlal official support_', ‘
" from the international ﬁnancral community- (IMF World Bank, EU/G-24) and an.

- vunproved access to the 1nternatronal capltal markets In July 1994 the Natronal Bank =

h
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of Slovakia placed ’s'uccessﬁxlly in the Samurai market a US$ 250 mio bond and
. further international issues are being envisaged. The Japan Bond Research Institute
assigned to Slovakia an investment grade rating (BBB) in'July'1994.

- Official foreign exchange reserves: have-increased from only IjS$ 395 mio (less than,.. .

1 month of imports) at end-1993 to US$ 1.8 bn.(2.5 months of imports) at end-1994,

. or the target for official reserves set within the IMF' programme for end-1995. The-

total foreign exchange reserves of the banking system, for their part, have risen from .
US$ 1. 4 bn at end-1993 to US$ 3.5 bn at end 1994

" Despite the 1mprovement in the balance of payments, the Slovak government has:
announced its intention of maintaining during 1995 the 10% surcharge on imports of -

consumer goods introduced in March 1994. Within the: IMF programme, the
government is committed to removing this surcharge and making progress towards
-achieving full current account convertibility so as to reach "Article VIII-status" at the
IMF by 1 January, 1996. Regarding exchange rate policy, the Slovak crown has been
kept stable since July 1994 against a basket of Western currencies but has been
devalued by 5% agamst the Czech crown within the clearing system.

FOREIGN DEBT

Slovakia inherited from the Czechoslovak federation a very low external debt. While .
external debt and debt service ration are expected to deteriorate in the coming years,

" they will remain at relatively low levels. The convertible currency debt/GDP Tratio is
projected to increase from 30.5% at end-1993 to around 40% at end-1995 and
stabilize at around 45% after 1997. Convertible debt service as a percentage of
exports of goods and services; for its part, is expected to increase from 8. 9% in 1993
to 11% in 1995 and remain approx1mately at that level thereafter.

>

- .



- GENERAL ECONOMIC SITUATION

" The s1tuatlon among the Tanscaucasian and As1an Newly Independent -States (NIS).,.
; varies considerably. All the former soviet republics suffered in 1992-1993 from the :

- weakening of -old structures ‘and the collapse of inter-republican  trade links. The: .
- decline in trade among the NIS (probably 20-30% a year since 1992) has-had serious

v knock-on effects on output: Loose financial policies in many NIS compounded the

adverse ‘effects of the external shocks. Political and military conﬂlcts in Tadjlklstan

“and the Transcaucas1an republics dramatrcally aggravated the sxtuatlon in- these .
- countries. ‘ ‘

: ‘Far-reachmg economic refonn'already begun in most NIS in 1993 seyeral repubhcs :
" have already made- considerable strides in the. transition to a market-based system = - -

while implementing more strict financial p011c1es 1994 has been a year of

- acceleration of reforms in Georgla and Armenia. While a hyper-mﬂatlonary situation - .

prevailed in"most republics in 1993 inflation generally slowed down in 1994 Most

countnes suffer from high govemment budget deﬁcrts

. Two republrcs Kyrgyzstan and Kazakhstan, had already recerved in 1993 ﬁnancral

" support from the IMF, mam]y in the form-of structural adjustment facility (STF)

. loans. Georgia and Armenia concluded similar arrangements with the IMF, by the end. -

7 of 1994. Also, progress towards, comprehenswe reforms has been made in Azerbaljan
and Uzbekistan. The case of Tadjikistan remamed very preoccupying: while reforms ‘_

~ have been delayed in the context of civil war and political instability, there were no ., '_

short term prospects of significant unprovement The country s output is estrmated to S

_ have dropped by more than 60% smce 1989. :

~

. THE BALANCE 'or PAYMENTS o

‘The balance of payments situation of the area is extremely weak, with probably the

exception of Turkmemstan Large: trade deficits with Russia and Turkmenistan,
linked primarily to higher prices for energy and raw. matenals make the current -

- account position of the” other  countries partlcularly precarious. The ﬁnancral
.‘credlblhty of most countries is further aggravated by lack of international reserves, so
. that current account deﬂcrts tend to degenerate 1nto cnsrs of payments and the prlmg
_'up of arrears :

. Froma longer term perspectlve the new states present rather vanable proﬁles Some

have . considerable hard - currency earning - potential ‘(Kazakhstan, Uzbekistan,
Azerbaijan) and industrial productive capacity. Others are clearly close to deve]opmg
countries and will therefore strongly rely on external assistance. Armenia, Gegrgia .
and Kyrgyzstan have already ‘been made ellgrble to hlghly concessronal lendmg from .
the Bretton Woods institutions. - : :
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. FOREIGN DEBT

The NIS already nade in'1993 substantial progress in‘clarifying their position vis-a- |

-vis the question of the foreign debt legacy of the former Soviet Union. Initially (at
the end of 1991), the former republics were made jointly-and severally responsible..
- for such debt. A Memorandum of Understanding setting forth the principle of j joint . -

" and several liability was signed on 28 October "1991. The ‘April 1993 -Paris Club=

agreement with Russia, however, 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 creditors acknowledged that the so-called :
""zero-option"-agreements concluded by Russia with other former repubhcs (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) dlscharge them of any servicing of such

debt. .

Very few countries, like Kazakhstan, have attracted since their independence new
credits from the West. The bulk of the NIS external debt is owed to Russia and
‘Turkmenistan. This debt results from balances of the ex-republics' Central Banks
with the Central Bank of Russia'and arrears on energy shipments. In 1993, Russia -

" concluded with all the NIS (with the only exception of Turkmenistan) agreements -

rescheduling its claims over a 1994-1997 period (Azerbaijan, Georgia). Russia
awarded bilateral loans to several -countries (Armenia, Uzbekistan, Kyrgyzstan) .

which had a negative correspondent account position with it. Trade arrears have..

however continued to build up w1th the two energy-exportmg NIS in 1994

The Commumty has also provided significant amounts of three year commercnal\

" . credits to all the NIS under the ECU 1250 million loan facility. Some of those

countries are presently facmg dnﬂicultnes in ensuring a tlmely servicing to thelr debts ,
towards the Commumty



: Followmg a stop and go pattern, the Natlonal Bank of Ukrame made another attempt
" in‘autumn 1993 to tighten monetary policy’ consrderably, which led to a sharp-fall of -
“~ inflation'to a ‘monthly:rate of 3%.in summer 1994. _The subsequent sharp increase of

1995,

 O.UKRAINE

PR

GENERAL ECONOMIC SITUATION ‘

o Followmg an accumulated output contractlon of 40% from-1990. to- 1993 GDP fell

_another 26% in 1994 reflecting not only the balance of payments constraint but also-a

- massive shift into the informal, unregrstered sector. However, the. 1994 decline hides -
. the fact that the Ukrainian’ ‘economy- seems to have stabilized in the second half of_ﬁ R
1994 The official unemployment figure does not reflect the protracted fall in output;
 at the end of 1994, it stood at 0. 3% However estxmates on. hrdden unemployment

reach as much as 20% o

-inflation- in the last quarter of 1994 (monthly avérage 40%) partly reflects another -

- relaxation of credit policy. But this also is a reaction to the liberalizatior of prices in .' o
- the context of Ukraine's comprehensrve stabllrzatlon and reform programme agreed

with the IMF .in- September 1994 and supported by the Systemic Transformation

- Facility - (STF) in October 1994. The tight monetary policy contained - in this .

programme should contnbute to a rapld deceleratlon of mﬂatron in the ﬁrst half of

Followmg a sharp declme of the budget deficit in 1993 (10% of GDP aﬁer 29% in
1992) the authorities managed to. stabilize it in 1994, despite substantial demands to
increase expend:tures previously cut and to finance state procurement of. agricultural -

- products for which commercial banks refused to take the credit risk. The stabilization

‘of the budget was achieved - desplte an increase in- outlays in the social safety net -

- through cuts in subsidies and commodity reserves and through requiring the full
o »repayment of all directed credits extended in the ﬁrst half of 1994. It is the - _
- ‘govermnent's mtentlon to achleve a ﬁlrther substantral reductlon of the budget ‘deficit -

" in 1995, : S :

~ Inthe last quarter of 1994 a number of i 1mportant reforms were mltlated Besrdes the
. liberalization of  prices. and the reduction.of subsidies, it was decided to- make -
*ladjustments to. adrmmstered prices to fully pass implied price increases of imported
" energy onto industrial and agncultural users: The interbank auction market was also - .
.~ opened, and efforts were made to- umfy the exchange rate of the karbovanets. In -
- addition, the’ Govemment approved an action plan to remove the legal obstacles to
" the ability of enterprises and-individuals to own and transfer land and; took ‘steps to .

.‘speed up privatization. These measures will be enhanced further in the context of 2 an
" IMF stand-by arrangement whxch is expected to be in place in. Sprmg 1995 '
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. THE BALANCE OF PAYMENTS

" Asa eonsequence of the move of eriergy prices charged by"fom\er Soviet republics
(mainly Russia) towards world market levels starting in 1992, Ukraine suffered a .-

severe terms of trade shock. Given the heavy dependence of its economy on energy, .

~ Ukraine was forced to reduce import volumes both for energy and other goods
adding further to the economic decline. The current account deficit is estimated to.
have widened further in 1994 to US$ 1.8 bn (some 8% of GDP).

Given also the estimated capital flight, the need to amortize medium--and-long-term -

. credits not matched by new credits, and the negligible foreign direct investment, .

“Ukraine accumulated important external arrears (more than US$ 2 bn). At the same
time, the official foreign exchange reserves increased by some US$ 600 mio.

In 1994 Ukraine received the first tranche (US$ 271 mio) from the IMF under the
‘STF backing the country's comprehensive stabilization and reform programme. It
also obtained a first tranche (US$ 100 mio) of a rehabilitation loan from the World
Bank (totalling US$ 500 mio) which was approved in December 1994. The Union
decided, in December 1994, to provide Ukraine with balance of payments assistance
of up to ECU 85 million in support of the country's reform programme.. - !

FOREIGN DEBT

In 1‘994, Ukraine's external deBt stock increased from US$ 4.1 bn in 1993 to US$ 7.5
bn. In percent of GDP this represents an increase from 27% to 35%. The ratio of .

debt service to exports of goods and services rose from 1% to 8.6%. In November

1994, Ukraine reached an agreement with Turkmenistan that it would clear arrears.of
~-US$ 300 mio on gas, whereas the remaining arrears would be rescheduled. Russia
~ declared its willingness to reschedule some US$ 500 mio on interstate debt, but
negotiations are still ongoing; in addition, there are discussions about the
regularization of a US$ 1.5 bn debt to Russia accumulated in 1994 on account of
.gas. - '
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improve its rating and still fall in the ranking if also the average global rating for all rated countrics improves.

Country risk indicators -
Last update o
27Jan-95 - Cduntry: Algeria
1992 1993 1994
' : ‘Latest data or
B estimates (E)
1 = Real GDP growth rate (in %) 22 - 18 20 (®)

\Hymocu‘bon productiori { % change)’ 26 .. 0,5 0,8 (B)
Uncmployment raté (end of period) 21,9 ©ona F
. Infiation rate (Dec/Dec) 321 0s| 22
" Exchange rate (dinars per USD) . (ond of period) . B X 3 220} 429
" Nominal eﬂ'ecuve exchange rate.  (change Q404 (- = puaatxon) Loo-L0 =19 78,6 :
Rea:l effective exchange rate T{change Q4/04) (- = depnaanon) 27,0 14,2 . na’

Getieral government balance (as % of GDP) : 13 92| som®
Balance of paynients )
Exports of G&S (in bo USD) . o o1 109 100 &)

" Curent account balance (in % of GDP) o ’ 1,3 1,0 1,4 ().
Net inflow of forcign direct inveatment (in mio USD) 30,0 0,0 | 00 -
OﬁmalFXmerm(endofpenod) - -

_in bnUSD ) 1,5 14 22
in months ofnnpom ofG&S 2,0 1,9 "29 B
- |External debt -
Extemnal debt R 26,1 46| 22 ® |
, (in convertible currencies, in bn USD, énd of per:od) o s ) :
- medium and long-term (> 1 year) ~ 25,0 na. na
short-term (=<1 year) ’ . ; 1,2 " na na
Convertible debt scrvice (in bn USD) : ) sl - 791 . na
principal - : 68 710 © na
interest 23 21| na

 Extemal debUGDP (%) 58,6 s34 - 653 (B)
Extemnal debt/exports of G&S (%) 2156 -2253 255,0 (E)
Debt service/exports of G&S (%) 75,0 83,6 461 (E)
‘Arrears (on boﬂ\ interest and principal, in mio USD) No * No No
Debt relicf agfeemerits-and rescheduling (bn USD) ~ S ‘No No 52

’ i . - N o
IMF nrrangemenu
Typclno No No ' SBA .
©ac/<) . ' _{6/94-6/95)
On track/off track On-Track ..
‘§.  (-/Date)y .
Indicators ol‘:maryet's.;ierceiveq creditworthiness’ -
M&ddy’s long-term forelgl currency rating (cﬁd of per.) ~ Notrated | Not ratéd Not rated
S&P long-mm foreign currency rating (cnd of pcnod) ] Not rated | Notrated Not rated
Euromoncy ' ° ) . . Mar Sep Mar Sep
Posmonmtheranhng(l) ) A - 66! 68 79 92 96
" (number of counmes) - . (169 | (169) (170) (167) (167)
The Institutional Invéstor, R Mar Sep | Mar'Sep | = Mar Sep
Position in the ranking (1) * o . 53 57 6260 | . 15M1
- (dumber of tountries) . .. : 9y 26| a2y sy [ . (3538 ;-
Credit rating (2} 33.1 289|282 371 |. . 263 246
. R : . - R
(1) The higher lhc score in the rankmg,, the lower the creditworthiness of the couhtry. R h : :
(2) Countries arc rated on a scale of zero to 100, with 100 rep g the least ch of default:- A given country may’
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Country risk indicators

Last updats:
27-Jan-95 Country:  Belarus
1992 1993 1994
Latest data or
Real GDP growth rate (in %) 9,6. -1,6 -26,0
* “Industrial production ( % change) -10,0 -10,0 -35,0
Unemployment rate (end of period) 0,6 1,5 2,0
Inflation rate (Dec/Dec) 1560 1990 - 1200

- Exchange rate (Rbs per USD)  (average) 226 " 2688 26800
Nominal effective exchange rate  (change, Q4/04) (- = depnaatmn) na na na
Real effective exchange rate (change, Q4424) (- = depreciation) na na na

General government balance (as % of GDP) 4.5 9.4 -12,0
Balance of payments.

Imports in million USS 3203 3299 3125

" Exports in million US$ 3580 2946 2650
Trade Balance in million USS - n <353 -475
Current account balance in million US. $ 221 -413 -502
Current sccount balance (in % of GDP) 0,7 1,5 24

Net inflow of foreign direct investment (in million USD) na 10 10
Official FX reserves (end of period) C . ; :
in moUSD . - = N na . 62 85
in months of imports o na T 03 0.4

frcternat debe -

thnmal dzbt - .na na | na

. (in convertible cumnau, in bn USD, end of period) . N
medium and long-term (> 1 year) na na .na
short-term (=<1 yosr) P na na na

Convertible debt service (in bn USD) ne na 197,0
principal . .- na na. ‘na
interest .o -ne na na.

" External debt/GDP (%) na na na

Bxternal debt/exports of G&S (%) ne na ' ‘na

Debt service/exports of Q&S (%) na na 1.6.

Arrears (on both interest and principal, in bn USD) na na na.

Debt relief ag;eemenu md reschedulmg ~ likely

with Russia
on gas arrears
IMF arrangements - .

Type/no K STF - -STF

(Dato/-) ’ (08.93-8.94) , (01.95)

On track/off track OFf track See footnote

( -/ Date) See footnote .(5)

(5) :
-]Indicators of market's porulvod cndltworthlnm

Mood}'l long-(erm foreign cwrency rating (end of period) Not rated Not rated " Not rated

S&P long-term foreign currency rating (end of penod) Not rated Not rated Not rated

EIU country risk service (2) Lo
Score (end of period) . Not rated Not rated -- Not rated
Rating (end of period) Not rated Notrated Not rated

Buroméney . Mar Sep Mir Sep
Position in the ranking (3) 132 . 148 139 145 138

+ (number of countries) (169) (169) (170) - (167) (167)

The Institutional Investor , Mar Sep Mar Sep. Mar Sep
Position in the ranking (3) 100 109 109
(number of countries) - (126) 127 (133) (135) (135)
Credit rating (4) -

155157

(1) For all 1994 data, preliminary estimates.

[¢3] ComtnumpvenamtmgbetweenA Eandascorebetweenl - 100, with E and 100 representing the highest risk.

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

(4) Countries are rated on a scalé of zero to 100, vm.hlOOreprescnmlgtheleastclmneeofdeﬁault.Agweneotmtxymympmvemm
and still fall in the ranking if also the average global rating for all rated countries improves.
(5) IMF 1993 STF programme was not on track in early 1994. However, IMF staff considered favourably the Govemnment programme adophd
in Autumn 1994, wluchnmtendstompportmﬂnhewcondSTFtrmwhebyend)anuaryl995 mdamdbymgemcntlat«mlws

s
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Credit rting (3) - B

; . Country risk indicators - .
1Jan9S o Country:. Bulgaris - ) -
1992 1993 1994
~ ' V o Tl Latest data o
| ety

n-lonrskumcmﬁ) . 56 “2f ez L.

s wm(sw) v 11,0 9,0 Y. R
’ ‘Ih-mplvyyn-n_tmh(dofmd) . . 183 163 L

InBation rate (end of perioc) ‘194 9| 1220

ia-mmamwwo) (endofperiody’ = "7 us . B3| s

Nominal effective axchange rate (change, 04/04) (- = depreciation)’ -, o187 . © 3l ¥
mmmm i (charge, Q4/QY) (- = depreciation) s s 592): aa .

", |Ganeral goverment batance (3 % of GDP) 74 ass| 4.
‘Bnllnhdp-y-nh" i . . o
\ Expore of G55 (b USD) 40 Y O CIE]
: Ommtweoumhllnea(m%ofcbl’) . 92 =79 S0 {E)

Nntmﬂowoffompldmmmt(inmusm 2| .85 na,

Offcial FX reserves (eod of petiod) ' I
inbnuUsD 1,0 - 07| - Lt
mmonthsofnnpoﬂofoo.s L » a2 1.5 24

: I:'mmu.u' .

 Extornal debt 2sf - T s 108
(tn comverstble currencies, tn bn USD, mn‘qucrw . .. to :
mdmmnndlong-hm(>lyw)" " na na. .na
_ short-term (=< { year) - . na. na ‘aa

Cmvem'blod.ebtmm(mhnUSD) - 20 w1

| pncipl MR R 1,1 05 - -
intérest : S - o8| - - os|. 04 ® .

EﬂnnddebUODP(") TR U 1240 - 170 .®

&umﬂwmomasm 2480 Cos0] T4 ®

Debt servico/exports of GRS (%) . ~ 39,0 = 20 10 ®

Anm(onhoﬂlmwutlnd])mclpaLthSD) e as| . na .

ch(nbefwumdmh.dnlmg Pasis Club Loudoa Club  London Club™ -

. : . .. (reached) (rol-overs, wd . DDSR

" LondonCL ‘ DDSRegresd | .. (my)
v (rollovers) | 'mmlf) S

IiMFln;hgch-nu . ¥ N .

Typefo - 7 .SBA.. -  Ne . sBA. .

(Date /) E - am2-493) - - | eseans

“On traek/olT track . - - ok | ) ) o R

(-/Date) . ] : ot -

. _||ndiléabri of market's perceived :redll'ff-r!hluu "

Moody's long-term foreign currency ating (end of period) .  Notrated . Notrated - Notrated

S&Plonsmfmcmcym(mdofpnwd) Not rated Not ratod Not rated

EIU couitry risk service (1) - . o -
_Score (end of petiod) . 80 B -} _ 80 (Aug) -

" Rating (end of period) - B B B(Aug) .

Euromoney - © . - " Sep * Mar Sep ¢ Mu

" Position in the ranking (2) - 9 122 25 - N
{umber of countries) o - (169) 169) (170} )

The Institational Investor, . ., Mar Sep - Mar Sep " Mar Sep.
Position in the renking (2) o818 Teree . | ostes ]
(number of countries) (1'19)(1'26)'_ CLmany .~ {135 (135)

211: 198 189 195

" 198 208 .

()] Connmelmgvenanmgb-tveem\ Bnndnmbotwml I00 wnﬂl!!mdlwwpmnnmmawm

v nahgherﬂ'emmdwnmmeb'ertbemnorﬂuneaofﬂnoomﬂy

(3) Countries are ratod on a scale of zero to 100, with IMNpmnmmehanchncuofdefnulLApvmconnuymuynnprovemmnngmdmllhllmﬂne

nmhn;lfaho the -vcngp global mmgfor:llntadcounm:a improves.




-57-

“H-F-3 Country risk indicators
Last wpdate: -
27-Jan-95 Country:  Czech Republic
1992 1993 1994
Latest data or
estimates (B)
- *Real GDP growth rate (in %) - Sl 0,3 21 1-Q3/Q1-Q3)
¢ Inchustrial production ( % change) -10,6 5,4 .27 .1-Q3/Q1-Q3)
Unemploynient (% of labour force) (end of period) 3,1 35 31
Inflationrate ' (Dec/Dec) 12,7 182 107 (Nov)-
Bxchange rate (CK's per USD) (end of period) 28,9 299 | - 27.8 (Nov)
" ‘Nominal effective exchange rste (change, Q4/04) (- = depreciation) 0,1 42 na
Reoal effective exchangs rate (change, Q4/04) (- = depreciation) 14,7 19,3 ns
" IGeneral government balance (as % of GDP) 19 o 07 ol ®
LB&I--? of payments
Exports of G&S (in'mio USD) . 14800 16728 | 18627
_ Current account balancs (in % of GDP) 0,4 1.8 0,7 (B)
Net inflow of foreign direct investment (in mio USD) 983 450 420 (Jan-Sep)
Official FX reserves (md of penod) . .
in bn USD 0,7 38 58 (Nov)
in mouths of imports of G&S 11 27| " 39 (Novy
* JExternal ch (end of period)
Exlsrml debt - 6.9 8,7 9,1 (Q3)
(in comvertible cumhau, in b USD, end of pcnod) i
medium and lcrig-term (> | year) 51 6,6 na
shost-term (=<1 year) - ‘ 1,8 21 na. .
Convertible debt service (in bn USD) 14 14 1.9 ®
principal 08 09 na
interest” 0,5 0,5 na.
External debt/GDP (%) 254 214 258 (B)
. External debt/exports of G&S (%) 468 520| 489 (B)
Debt service/axports of Q&S (%) 9,1 8.4 10,2 (B)
Axm(onbothmumtmdprmcxpamewUSD) No No No
" Debt relief agr t md heduling o . No No No
|IMF arrangements
Type/no : SBA SBA SBA
(Date/-) (4/92-4/93) (3/93-3/94)
On track/off track on-track but On-track On-track
( -/ Date) expired with All debts to IMF
" dissolution paid ahead of
- of CSFR schedule.
Indicators of market's penelv;d ereditworthiness
Moody’s long-term foreign currency rating (end of period) (1) Bal Baa3 Baa2 (Jun)
S&P long-term foreign currency rating (end of period) Not rated BBB BBB+ (Jul)
EIU country risk service (2)
Score (end of period) - 30 . 25 25 (Aug)
Rating (end of period) B B B (Aug)
Euromoney . ’ Mar Sep Mar Sep
Position in'the ranking (3) . 49 48 43 40 39
(number of countries) (169) (169)(170) (167) (167)
The Institutional Investor (1) Mar Sep Mar Sep Mar Sep
Position in the ranking (3) 37 39 42 4 40 39
(number of countries) (119) (125) (127)(133) (135) (135)
Credit rating (4) 471 46.1 44.6 46.6 . 49.7 52.8

(I) Forl992 rating or position in the ranking assigned to the l'ormerCSFR.

«

(2) Countries are given a rating betwéen.A - B and a score between 1 - 100, wﬂhEmdlwrepreuntmgmehxghmnsk

(3) The higher the scors in the ranking, 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 lmprove mratmgund
still fall in the rankmg ifalso lbe average global rating for all rated countries improves.




v ) o : N 1-F-3 ’ . Country risk indicaters

27.2an95 T Country: < Estenin

1951 T T T

L , mcovmmﬁum) Co L Casel T as| 0
Yoo . _ N . ctrial mrods (% chang i - o Cmy 10 - na
i - : B - Unanploymm(mdol‘pmod) o o s 20 AT 40

s . inflationrats ’ (endofpertod) =~ T 9sas | 38,7 400
N . : ‘ mm(looxmwuso) (end of period) - B 7] R 1 |
- . i - | effoctive fate (ch Q4/04) (- = depreciation) . na. ns. .. na
Rale&cywmm - ~(dmgn.g¢/gl) (- = depreciation) ) - nal - nal na,

v MWW(n*dGDﬁ < R
Lo ‘ o ] - Francalbelsmeeqy - - L e T es] L e s
- o . Faclbawmee®) © . . S os ) Y

P : S Exports ofgoods (n mioUSD) - Co . Ca60] T - sonp 8810
. : L " Current scoount balance (in % of GDP) ~ ~ -+ R Cs 60 22 < a0
Net inflow of foreign direct investmient (n mio USD). . : coste| oL wsel 1500
: R . . Oﬁmﬂm(mdol‘pawd) o L o N . - .
) I S ' g . in mioUSD o . i oo es2| 334 S s
LI - E - : mmmhsorgnodampom s o ' ; -45) 52y Y v R

. nmmlun
mm ’ : . R IR 1] - 1385 - 1}
ﬁnmmlbkwiu,lnanSD mdqucrlod} . R R ' 1 . ' .
] R A . medium and long-term (> 1 year) . - R . N T ona ns. . Y
l .o . e . ‘shoﬂ-lllm(-<lyar) - . T ns| na| na.
: : ’ - Convertible debt service (in mio USD) e o .03 13 102
- g} ' External debV/GDP (%) ’ o R B 67 : 90}
) - T : Extemnal debl/exports of GANFS (%) . - . ) 59 12,1 166
i - . . o Debt service/exports of GANFS (%) R ’ 00 2l 0,7
k ’ ' o ) Arrears (on both interest and principal, in mio USD) - R . . No 7. Nel . No
g ‘wmf-gmunwmmm L . No . No/| - No

IMF arrangemests )

Typeino S -0 “SBA seasTF [© STF

_ , @ate/-) . . S T R " VR
N : On track/off track.  ~ N Co © : On track Ontrack " | *  Ontrack:

: (-1Date) . o - Co C

R . o &lqm&rio(mru-pmdvq&mm- S
Mood)’slonlstﬁn‘fommcmmcym(endofpm'od) E | Notmted. | - Notrated - Not rated

S&Plong—tﬂmfmcunmcymm(mdofpemd) L . ‘ Notrated |  Notrated ~|  Notrafed .
Eﬂleomtrymkma) ' S [ -

' Score (end of period) . N 20 " 75 T jo(Aug) 7
Rating (end of period) o ] ' E T D ‘17 D(Aw)
: Euromoney S Co o %l sy " Mar Sep Mar Sep” -
o . Positoninthéranking() [ n7 126 122 © 108 102
) - (rumber of countries) - - e - . <ol oaey -1 sy | QsnQsn -
o ) o The Instibitional Invester™ © - L ‘Mar Sep _Mar Sep Mar Sep
o S . Pasition in the ranking (3) C s 68 74 8L 84 . 88 86
i © (numberofcountries) . e ST T e aze) a3y | . (039035
Credit mating (4) - ST : s g 7222 214 209 207 236

[0} meualbahrmdnunothkemto Soount g ‘nctlendmg, fiscal balance docs.
@ Commeamgwaumm'bgbﬂweenA Eandlscurebetweml Ioo.wuﬂledlmmpmhrlgmch@mnsk.
. @ mm«mmmmmmmmmwmmmormmuy .
- ) - ‘ (4 Coimtries ore rated on a scale of zero to 100, wnh100repm«\mﬂ:ehmﬁmuofdefmﬂtAgvmcounuymaymprmmmhng
- ) o ‘nndsnllIi:llmthemﬂcmgll‘alsomeavmgeglobnlmhngforallmledcounmalmpmvu




-59-

O}

. sﬁllfaﬂmd\emlhngtfalsoIheaverageﬂohdmhngl‘oraﬂmtedcountnumpmm

1-F3 C“-tfy rhklndlulatl v
" Last update:
L 3-an-9S Cmtry: llnnpr,
1592 1993 1994
: ‘Latost data or
ostimates (E)
“'1'* *'Real GDP growth rato (in %) A4l . a3 3,0 (B)
Industrial production ( % changs) .98 T A0 9,0 (QI-QVQ1-QY)
* * Unemployment (% of labour forco) (end of period) 123 . 121 10,4
Inflation rate ) * {Dec/Dec) 21,6 21,1 21,0 (Nov)
. Bxohangs rate (forints por USD)  (end of paviod) 84,0 ~ 100,7 11,0 (24 lan 95)
* Nominal effoctive exchange rate -+ (change, Q404) (- = dapreciation) -5,4 . =31 ~12,1 . (QVQ3)
Rﬂlleﬂ'm hange rato » (change, Q4/04) (- = depreciation) "9 102 30 (QQ2) -
" |General gevernment balanes (as % of GDP) (GDS definition) 69| -7,0 80 (B)
| Batancs of payrnonts
Exports of G+NFS (in mio USD) 13332 10898 9428 (B)
Current acoount balance (in % of GDP) ] 07 93 -10,0  (B)
Net inflow of foreign direct investment (in mio USD) - 1471 2328 1200 (E)
Official FX reserves (end ofpenod) B o L .
in ba USD 44 1.7 6,8 (Oct)
in months of imports of merchandi 6,1 82 63 (Oct)
- Ennnl debt
Ex‘amaldobt : - 21,3 24,6 282
(in convertible currencies, in bn USD, mdofpcriod) . ; -
medium and long-term (> 1 year) ) . 19,3 238 258
short-term (=< 1 year) T - 23 1.8 23
Couvertible debt service (in bn USD) ] Tt 4,7 50 6,1
pmeqml(l) - ’ 31 "33 44
1,6 17| 7
Bxﬁmul WGDP %) . 58,7 64,2 |- 775 - .
MWMGGNPS (%) 161,3 2254 299,1 (Oct)

* Débt servioe/Exports of G+NFS (%) B 353 45,9 64,7 (Oct) -
Anm(onhoﬂnmmutmdmmml. mmaoUSD) No No No
Dabtmhef and ling No’ No " No

IMF srrangements
Type/no - EFF SBA. SBA -
(Date/-) (291-294) (9/93-12/94) First review
On track/off track Offtrack - | Ontrack uncompleted
( -/ Date) - Summer ’ - - T
Jindicaters of markst’s percetved creditworthiness
Moody’s long-tarm foreign currency rating (end of period) Bal Bal . Bal
S&P long-term foreign currency rating (end of period) BB+ BB+ " BB+
_ EIU oountry risk service (2) .
Soore (end of period) 40 50 50 (Aug) .
Rating (end of period) B - C C (Aug)
Euromoney Mar Sep Mar Sep
Position in the ranking (3) 46 47 46 44 46
. (number of countries) 169) (169) (170) 167 (167)
The Institutional Investor Mar Sep Mar Sep Mar Sep
Position in the ranking (3) o aea 9 T 43 M
{number of countries) (119) (126) (127) (133) (135) (133)
Credit rating (4) 41.7 423 443 448 46.1 46.2
. (1) Including early repayments.
(2) commmywn-mnngbﬂmen.k Eandawumbetweenl 100, mthEanleOreprusentmgtheh@lutmk.
3) mh@erﬂwleommﬂwmnhng!helowerdmmdmwnhmmohhcemmtry
Countri¢s are rated on a scale of zero to 100, with 100 representing the least chance of default. Agvcneounu-ynmymprovammmgand




- ’ _27-Jan-98 Cm!rr a8l -

| . L L
{ . _-!_namnrgomhm(m%) - o

N ':,Mmﬂgo&m(%dm)(ﬂml%m)
‘\ ) -Unmpldymamm(w)
L L Conxurner Price Exdex " DecDed 9.4 Cna| -1 geen,
o " | - Echange rate (sheqalim per USD) - (end of period) . 2764 2oms| ams o |
A3 i 'Nmmmm " (change, QU4 (- = dnfric) 27 31 R a

L60-

T c.uu-yrhkiadimm "

(change, QUQY) (- = deprocy) . -

S cm@ém&gnuqmg(é_*u‘cnm_.. L

' .Bxporh(mbuuﬂ)) " T

Qrmnmtbdm(m%afﬁb?)

* Net inflow of foreign direct investment (in mio USD) ,
. Moﬁcﬂlﬂm(eudofpund)(mmomhloﬂomlnpm)

in billions US$

- mmomhlofmpomd‘G&S

I3

- 133
S0l

“ a0l

sz

San
100

ési7’

® |
oo |

2.5'_ Mov)

' s

: Extlnddolu

- ; Ww@mmmbﬂm) L e L OBS V. 361
: " (mbnUSD, endofperiod) . . . . o CoL

i' S : mednnnand!ong-tem?lyw) s e St i 2320 na na
‘ - |hot|.-t«m(-<lyw) oA S BT < pal’. ne
i Debtsarvioe (nbn USD) ' “es| 64]: na
l‘ " primncipal - * - o aa cax] da :
. o terestggrosny L3 T 23] ae
'- ‘ |  Extemsl deb/GDP (%) 23| o oss8l w7
K ' mmawmu(m ) : 2826 2423 2267 . (B) -
&' : ADebtnmeelupoﬂ:ofgood:mdmcu(%) . ] el 290 " na -
- - Arrears (on both intefest and principal mmmUSD) R _ iNel.. .. -No} - 'No

» R ’ Dehtmlnfagmmhmdmehedtﬂmg - " “No ~-‘">‘_No: No,

- | Typemo- -, : . "CCFF ' No "No k
: ‘(Date /%) : (3/92:3/93) . - I
- Omtrack/off track” ) On-track - -
S (-/Dug) - ' S - . ;
) Indicators ofmrket'l pemlvodmditworlhinm C
Moodfllongt«mfon@mmcymmg(endofpenod) Not rated ‘Notrated | - - Notrated -
N S&P long-term foreign currency.mting (sad of pefiod) - BBB- |, BBB+ . |. . BBEBE+
, Buoony L T e | s
" Position inthe ranking (1) . -~ 2.7 292 | 73000
(ounber of courtries) R EE asn | asmaiey | aenon -
" Position in the ranking (1) T 50 52 |- 46 467 46 a3+ .
© (numberofcountries) - . +(119) (126). - |~ (127 (133) 'z(ia's')(:as).-
B Mm(z) R ' 371 351 396 405 | 434-465 .-
Lo L 'Ihuhxgherﬂleseoremthemﬂmn&thelowertheaed:twonhmeuofﬂweomtry , o ’
K : ” * (2) Countries are rated on 4 séale of 2ero 16100, with 100 rep ig thie least ch £defa “u\gzvmeoumrymay improve. N
mramxgandmll!'al]mﬂmmnkmgd’u]saﬂwavemgeglobnlumgfordlmtedcommmpmvu o
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T X Country risk lodicaters
Last wpdate: S
27-Jan-98 Couatry: . Latvia
1992 1993 1994 (1)
. or estimates ()
Rul GDP yowﬂ: ate (in %) <338 12,0 20
: duction ( % change) ° - -3s,1 326 na
"lhmnploymml(mdotpmod) ' 23 58 7.0
Inflation rate N o 958,1 348 250
Wma.mpeusn) (end of period) ) 0,843 0,595 0,537,
Nominal effective exchange rate ,(eha:uxo.gdlgl) (- = depreciation) - na T e, na,|
Real effective exchange rate (change, Q4/Q4) (- =depr ) na, na na.
Gemeral government balancs (a3 % of GDP)
 Financial balance (2) 0,0 1,0} -2,0
Fiscal balance (2) 03 06 s Al
Jsahm of payments
Exports (in mio USD) ‘825 998 7 951
Current account balanée (in % of GDP) 23 86 1,6
Netmﬂowoffomgudilec(mmﬂnmt(mmoUSD) 14 39 60
OMFXW(Mofpenod) . . i
in mio USD 156 ° 510 596
in months of imports of G&S ol 56 55
JEW&M
External debt o
(in convertible curvencies, inmio USD, mdafperlocﬂ 58 3l 443
medium and long-tenm (> | year) 58 a . 445
short-tenm (=< | year) . ° 00 0,0 0,0
Convertible debt sesvice (in mio USD) ) 0 10
principal B C- or na N
. interest . A ] na .
Extemal deb/GDP (%) ‘47 12,7 Szl
* - Extemal debt/merchandise exports (%) 70 31,2 T 468
Debt service/merchandise exports (%) 0,0 0,4 s
) Anun(onbothmt:unndpmcml,mnuoUSD) ) No No No
Debtmhefwmumdmhedulnu No No No
IMF arrangemients -
Type/no SBA SBA/STP . SBA/STF
(Date /- ) (9/92-9/93) ‘| (1293-395) (12/93-399)
On track/off track On track’ On track - On track
( -/ Date) ‘
leﬁum of market's percelved creditworthiness
Moody's long-term foreign currency rating (end of period) Not rited Not rated
S&P long-term foreign currency rating (end of period) Notrated . Not rated
EIU country risk sérvice @) _
Score (end of period) ~ - o 80 - 75 75 (Aug)
Rating (end of period) - - E D D (Aug)
Euromoney - " Sep Mar Sep "Mar Sep
Pm:mmd:em\kmg(l) s ) 123 133 132 104 125 -
(number of countries) .- ) - 169) - - (169) (170) T (6nQen
The Institutional Investor Mar Sep - Mar Sep Mar Sep
Position in the ranking (4) nn 89 87 ‘4w
(number of countries) 19 (126)° 120 (33 (135) (139)
clédituﬁru(S) 239 214

' 19.5 200

* 196 213

[U) Foralldah.prehnunatystumhs

@ anf'mlhahneedoesnothkcm'oweomtgammnemneﬂmdmg.whmﬁscdhhmedm
"(3) Countries are given a rating between A - E and a score between 1 - 100, wnthleOmpmsenMgmch:glmmk.

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

"(5) Countries are rated on a scale of zero to 100, with lewmmmﬁwlmelmnuofdeﬁd&Agmwm&ymympmemm
’ mdm‘ﬂ&ﬂmﬂmm\hngifdsoﬂwawgbbdmfmmnmdemmkmmpmm




i

@ ComtmsmpvmnmmbetwemA E and a score between 1 - 100, MEMIMWmﬁehghenmk

3 mmﬂnmmmmmmgmeae&twoﬂm&ofﬁnmw -
“@ Comtmsmmedonnmleofmmloo wnhlwuprmmthelenstchmeeoﬁkfnmtAgmcomhymnympmvemm
lndstillfnﬂmmemnhnglfakaﬂleavmgeglobalmbngfornﬂmbdwmm:smpmm E

T IF3 - Coustyriskndicators P
. Lastupdst:* - ¢ -
- 37-Jan-9S .Country: - Lithusnia :
— 1992 TTN e
Latest data oz
estimates
Reil GDP growth rate (n %) izl T sz 13
Industrial production ( % change) 51,6 ~47.0 na

: ‘l‘l'nempbymuuuh(mdofpwiod') 13 B 161 .20
” Iniation rate : " (end of pariod) 11611 Coamss| 80

: WMMWUSD) " (endofperiod) - . - 18 . e 40
Nommlqﬂ‘wumushmm (change, 04/04) (- =depreciation) Conaf na . . na,

. Redeﬁewveamhnuem (change, Q4/04) (- = depreciation) na na,| na,

mwm(u% o« CDP)

~ Financial batance (1) 06 89 1,3
Fiscal balance (1) _ 97 461 . -4.0

Bahnanl'wmu : e
E)q:oﬂsufG&S('mmeSD) , 1145 e I3
Cmmtaeeounlbuhme(‘m%ot'GDPD o C 34 62 4.8
Netmﬂowoflbmpdwctmvmmt(mmusn) 10 <} ~ 601
Official FX reserves (end of period)’ - oo . - :
in mio USD .106 410 600
mmonﬂn ol‘ m\pom of G&S 26 24 2.7
. Enu'nlw. o -~ -

Bxtenaldcht - ‘s " a3 " seo}
(Inmnnibhanmla,manSD mdofpﬁoﬂ . .

mednnnmdbrg—tum? l yw) - na na na
short:terr (=< | year) na. na, na,
Conm'bledeb(meu(‘mmloUSD) e 200, 150 25,4 .
principal . . ., nal, Cona - )

" interest - . : - . na. “na ns

‘| Extermal dsbvGDP (%) -~ . ’ 54 02 10,6

) 'Eﬂcl‘nlldemeonsofG&S(%) 78 163 | 250
Debtmea’aq;orhol’G&S(%) . . - 02| 07 1,0
Am(mbo&nmumamlpmclpal.mmwusb) - No No No
Deblmhefagre:mmumdmhedumc . No No _No

B P
[MF arrangements . .

. Typeio ) 5BA SBA/STF - STF (1093-394)
(Date/-) (|~92-9/93) (10/93-3/54) EF’F(!O/QO-I]BS)
On track/off track * On track .On track © -On'treck
(-/Date} .- o . ’

lnmuw-mmmm

: Moody’sloruwmfomcunmcymm(mdotpmod) Notrated - Not rated 1"».Notmw'd

- ;S&.Plong-hmnforaglmmmynmu(mdofpmod) Not rated ‘ Notrated -, Not rated

* EfU country risk servioé (2) T . . L

' . Score (end of period) - 80 75 75 (Aug) .

Rntlng(endol'paind) E D  D{aug) -
Ewommwy Sep . Mar. Sep Mar Sep
Posmmm&mmnhng(:i) !IF “134 130 -

. (nmnbcofeounm) . (169) - (169 Q70) - (167167

The Institutional Investor N - . . Mur Sep . Mar Sep Mar Sep .
Position in the anking (3) - - . o M K 97 9%
(nmbevofeommes) . ’ . (119) (126) Q2 (33) 39 Q3s). .
c:edum(.s) BT 07 189 190 184200

-y, Financial balanee does not take into sccount g tnetlending, wh fiscal balance does.
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n-F3 " Country risk Indicators
Last update: ) . -
27Jan0-98 Country: Moldoa ' : : , .
1992 1993 1954 - -
‘ Latest dats or
ostimates (E)
Real GDP growth rate (in %) < ’ 29,1 . 87} 310 S
- Industrial production ( % change : Cnal s 340 . L
Unemploymun (%oflnbourfuec)(a\dof period) o anad o sl T L0 :
_ Inflation rate . : (md.y'p.map R 21980 - 837 1051
Bxchenge rats (leu per USD) (end of period) . . na 3,00 | 400 (Q3) .
" Nominal effective exchange rate + (changs, Q404) (- = depreciation) . oonalf. .- R na N
Real effective exchangs rate (change, 04/04) (- = depreciation) : na na © na i
. . _ i
* |General government balance (a3 % of GDP) . - 2347 0 . 89 11 ® X
- . - N
Balance of payments . L . . Co ' . ‘ O
\ ) - . -
Merchandise exports (in mio USD) - : : na 451 sn (@ o
Cuent account belance (in % of GDP) . - . A na| 0 2] 54 ® -
Netmﬂowoffmmmduectmvmn(mmoUSD) N na 14,0 25 (®
Official FX reserves (end of period) . ) . . ) .
‘in mio USD 25]. . 76,6 nsg Q) )
inweeks of imports of merchandises - : : ol 63 112 Q) f
External debt
External debt . - ) ne © 1540 5504 ®) o C
(in convertidle currincies, in mio USD. mdqumod) : ’
" medium and fong-term (> 1 year) ) na na na
short-term (=< 1.year) ’ : . B na na na - . "
‘Convestible debt service inmio USD) - ne 5.0 494 (B) : 4
principal : : na ne| " na
interest - ) . . ) nal! - na na
Exiemal debV/GDP (%) .- : © na 108 0 22 ®
Extemal debt/ merchandise exports (%) . - o : mal| 343 91,5 @) -
. Debt service/ merchandise exports (%) . na 11 82 (B .
Arrears (on both interest and principel, in mio USD) . * na No| . 'No . o
Debt relief agreements and rescheduling : . ) . na| - No No
- |IMF arrangenients . _ S : ) ) .
_Type/no - SBA | . SBA
Date/-) L (3/93-3/94) . (1293-3/95)
- On track/off track . - _ : | ontack. On-track
(~/ Datey . ) ‘ . . ,
[Indicators of market's perceived creditwoﬂhlneu
Moody's long-mm foreign currency mtmg (end of penod) o Not rated Not rated Not rated
S&P long-term foreign currency reting (end of period) . Not rated Notrated .| ~  Notrated
EIU county risk service (1) . - . . :
Score (end of period) ' ' Not rated Not rated Not rated ' o
Rating (end of period) ) - ’ ’ C =
Euromoney - o Sep | MarSep | . MarSep -
' Posmonmthemnhm@) B . a : 156. 159 160 148 155
* (number of countries) C (169) (169) (170) - (167 (167)
The Institutional Investor . . . )
Pasition in the ranking (2) ) Not rated Not rated - Not rated
(number of countries) ’ : -
. Credit rating (3)

(1) Countries are given a rating between A - E and a score between 1 - 100, with E and lOOuplmentuuthe hlgh:stnsk

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

(3) Countries are rated on a scale of zero to 100, with 100 representing the least chance of default. A given country may unprove
its rating and still fall iri the mnkmg if also the avcmge global rating for all reted countries improves. .




- I-F3 - . Ceountry risk indicaters
Last update: .
1I%Jan-9S Ceuntry: . Romanls Ny

H— - I—
¥ | 183 | . 1994

o ) mcnpgmmm(mx) S . - sl . wl we
. ial production (% ehangs) . ) . oAl 51 (Now)
umnploymmtm(mdofpmod) . : ) ’ ) .84 .89 108 (Nov) .

o mm(hwuso) (end of period) . - 460 | s 1s00
: Nmmmmm . (change, 04/04) (- = depr ,‘_ . <746 869 . - L0
mmmm hange, 04/04) (- = depreciation) 24,0 ’ »7 lu. g

\ | mtaonns . {DecDec) : A msl mss| e @

o - o Gucﬂwhhm(u%lcm’) -4.8 o 25 ®

x al ‘r.' e [ ",:v' ‘.->_"..", ‘ L ')‘
ExporuufG&s(inmeSD) L - R | aw| s a9 O
'&mlwemmthhwe(‘m%ofGDP) : . s ot 38 . -5,5 *3.5 (B)
Netmﬂowoffmu@duuetmvmlt(mmUSD) . - . 48 172 (June)
B R - R OﬁculFXrum(mdotpmod) C :
RO ' ’ . | inmioUSD oL - [
PR v mm@:o(nnpom_ofcas, o 02

2] eso
0,1 LS

N Extemal debt - ’ ) . : - 3 IR ¥/ -90 (B)
. {tnmmlbhamxlq lnbuUSD mdquwioﬂ N . . - - R
' anmdm-mplyw) I ’ : - 24| - - 33] . _na -
. - . . short-term (=< 1 year) . . . AR T L4]-  na L
| ST - _Cmv:rﬁbledebtna\pec(mnnoUSD) . A sl T 32 490 .
. - R principal o : - . : ~- . 8s .47 240
x' ST - RN _ interest N L to- B 8 165 250
- . . . L - Bxternal debV'GDP (%) ’ S : il . a4 nBS®
. : L - - Extemnal debt/exports of GRS (%) C : : : ost| . 196 1914 B
I . " Debt service/exports of G&S (%) L . t RSN B V) 100 (E)
o ’ R L - Amu(mboﬂ:mmmdwncmmeUSD) - : 1 S oNel U TNe| T Ne
o ) L ) Debudufwumdmchedum .. . o .°  _Nej . No|. . No '

o

T—— T
v

Y
3

L‘ Lo sy S . SBA* - | - *No | ~-sBasTF

) ) ' . . 1 @aeio) ) R S AT - . (m.ygg) i B (5194—12’95)

. - ;. Ontrack/offtrack cL o e . T A © Ontiick s
RPN Co-fpate) . ‘Deco? }r - NP

! T : i " find -d’m.rht'l, tv cndll-w.

. C . : . Moody:lmgtmnfomg:clmcymw(mdol‘pemd) S Notrmd " Notrated . Not ruted
NI o A . S&P]m—hﬂmfmmcmmcynmg(mdotpﬂwd) : . f Notrted ‘Notrated _Notrtsd ~
- g e - | .EMU country risk service (1) AR ' o - N
’ . . Score (end of period) } . - : i 60 - res | 65(Aug)
- . - Rating (end of period) , B . D - D D(Awg)

C - ' Lo Lo Eiromoney ERN . B L - | Mear sep © .Mar Sep”
", : S . kS Poanonmthcmm(z) o : I 671 | M T
L . (umberofcountries) - . - . - . .. - a6 || ey (167 (16D
. " 'The Institutional Investor oo . - Mar Sep ‘| Mar Sep Mar Sep’
. R . " Position in the ranking (2) e i . 69 68 - . nIS %4

(number of countries) . . - . : o 10902 | 0033 | 139139
C:g:ﬁimﬁ:lg@) : ' : 256 248 242 244 | | 254262 -

(I) Comtnesmg:vmanhngbdweenA E and a score between 1 - IOO wnthleOmymmﬂmhgh&nsk -
s @ ﬁnhsghamemmmemmmmmmmﬁﬂnmw ) :
(3) Countries are rated on a scale of 2ero to 100, mlmehchofaﬁmAmmuymympmmm
mdsﬁﬂfnﬂmﬂ)emnhnglfakoﬂlelvmgegiobalmfwnﬂmedmmmm
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0-F3 Ceuntry risk indicaters
Last wpdate: :
27-Jan-9% Ceuntry: Russia
, 1992 1993 . 1994
Latest data or*
estimates
Real GDP growth rate (in %) -19,0 -12,0 . 150
Industrial production ( % chm) - -18,4 -16,4 . =210
Unemployment rate (end of period - ILO daﬁnmon) na 51 68
" Infisonrate ‘. (DeoDec) 2300 840 203
Exchange rate ( Rbs per USD) * (end of period) 4145 . 1247 Isn
Nominal exchange rate (change, Q4/Q4) (- = depreciation) | {(aY 73} -55,6 62,5 na.
Real exchange rate (*) (change, Dec/Dec.) (- = depreciation) 68,7 66,9 na
General government balance (as % of GDP) -188 . 8,0 10,0
Balam of pay-elh ’
Expoﬂl of G&S (in bn USD) 57 69 481
Current account balance (in % of GDP) * -1,2 1,8 - - 25
Net inflow of foreign direct investment (in bn USD) 07 07 _Uan/iun) 0.4
Oﬁcml FX reserves (end of period) (excluding gold)
in mio USD 20 33| (Aug) 1.4
) in months of imports of G&.S 0,5 0,9 0,5
|External debt
Exwmal debt 787 83,7 85,0
(in convertible currencies, in 1 USD, mdqucﬂod)
medium and long-term (> 1 year) 65,7 70,6 ns.
short-term (=< | year) 13,0 13,1 na.
Convertible debt service (in bn USD) 15,6 19,6 - 13
principal 10,4 14,7 na
interest 52 49 na
External debt/GDP (%) 240 26,0 30,9
External debt/exports of G&S (%) : 137,0 122,0 1177,1
Debt service/exports of G&S (%) : 25,0 29,0 44
Arrears (on both interest and principal, in bn USD) 1L8 110 na.
Debt relief agr ts and rescheduling Pans Club Paris Club Paris Club
(deferrals) (resched.) (resched.)
. London Club ; )
* (roll-overs)

JIMF arrangements , N
Type/no S : 1t credit STF - | - STF
(Date/-) tranche (07.93 - 07.94) (07 93 - 07. 94)
On track/off track : Off track On track
( -/ Date) See footnote

X )
Indicators of market's fercelved creditworthiness
Moody's long-term foreign currency rating (end of period) Not rated Not rated Not rated
S&P long-term foreign currency rating (end of period) Not rated Not rated Not rated
. ElU country risk service (1) .
Score (end of period) 95 95 90 (Aug)
Rating (end of period) E -E E (Aug)
Euromoney | Mar Sep Mar Sep
Position in the ranking (2) 129 141 137 - 138 136
(number of countries) (169)  (169) (170) 16Ty (167
The Institutional [pvestor Mar Sep Mar Sep - Mar Sep
Position in the ranking (2) - 73 87 92 98. 100
(number of countrics) ) - (126) . 127)(133) (135) (135)
Credit rating (3) - 236 20.2 190 18.1 184

(1) Countries are given a rating between A - E and a score between 1 - 100, with E and
(2) The higher the score in the ranking, the lower the creditworthiness of the country. .
(3) Countries are rated on a scale of zero to 100, Wlﬂl 100 repraentmg the least chance average global ratmg for all rated countries i unpmves

(4) ‘Second tranche disbursed in April 94.

(*) Real exchange rate: (actual rate x US price level) / (Russlan price level)

—uat
P >

e —
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u-F3 © Country risk indicaters ‘ - - .
Last update: 7 o : . . ) - R
27-Jan-95 © Coumtry:  Sioyak Republic C
S - . T . Tl : s -] estimates (E)
. E kouanpgwmmu(mx) LT a - oo 0 w1 43 @iy
’ " Industrial production ( % change) T o -128 86| 93 @)
S . " Unemployment (% of labour force) (end of period) - I T4 L 184 143 (Oct)
t ' a ) - N - : RN} EEY 120 (B) .
oo ‘ | ‘nfisbonrate .- DecDec) ) . : 289).. 332 31,3
. . Exchange rate (3K's per USD) _ (end of period} i S, X 49 24 (QUQ)
oL Nominal effective exchangs rate  (chawge, Q¥Q4) (- = depreciation) s 68 167 08 (QUQ)
Reel effoctive exchango rate  * (chawge, Q4Q4) (- = depreciazion) . ’
{ ; o . ‘c-g-_-lgmn-anhhm(u %eGDF) . - BN S B8 1S 4,0 (E)
Bahmdpay-uu . . . .
. . r i o : ) B | 8219 - | 7568 8903 (B) .
5. ) o ' ,mq»morcus(mm:ousm Lo R ) R N 42 30@® .
: s . Current account balance (in % of GDP) o ’ wol - . 134] | 100 (B
: ) : thmﬂowoffom@dnuctmmm(mmoUSD) . . N R
| : o ) R OfEcial FX reserves (end of period) D - : 356 - 395 172s
E . L in mioUSD . : - o Toar <09l a8
: . ) mnlmﬁqofmpomofc&,s : ‘ e
Vo ———
4 ' Tt |Extermal det ’
: - tT . ’ . B : . 26 3,4 4,4
- External dobt : Iy L A
\ . . ’ (in comvertible currencias, i bn USD, mdofpcriod) . RN " nal na "
3 : . modium and long-term (> 1 year) . ‘ -. 04 .. nal . na
e o . ‘short-term (=<'| year) : : B 675 .674| ~ 650 (E)-
o Lo o Conwm“edebtmw:n(mmUSD) ) ) Cals - 490} 400 (B}
l. : c o ", principel . T : Coo2eb] 184) - 250 (B).
. ' . .| . interest . I Co N 256 | 30,5 350 (E)
: : 4 Bnmald.awcnp o : g : I 31,2 LS| 494 (B
o : . - - External debt/axports of G&S (%) L L e ' 82| 89| 13 (P
L t : o 1  Debtservice/axports of G&S (%) . B U 7 No No|  "Neo,
o . N | 'Annn(mbothmﬁemﬂandpmcmameoUSD) o . -+ Nef-. No|/  No -
L-' B ' : Debt relief dgr and g . - N . -
% ‘.‘ ) . - . . - - - ° .
L - | IMF arrangements S . i . - - )
i L SBA - STF - - . STF
~ Typemo : . . - . (@92-493) | (93-) (- 7/94)
.. . o " (Date/-) ’ D ) on-track but On-track ’
\ ’ . X On treck/off track . . . *, expired with - SBA
o - -1 (-/Date) ST . dissoluion ) . (7/94-3/96)
T ' I ; ’ . of CSFR o On-track
, . Imlluton olmrlwtl plmlvsd crodltwortlllneu T o
(RN ] . " Bal “I Notrited | = . Notrated
\ ) o o ) - ‘Moodyuongwnnfmgncumncy rating (endol'penod) (l) ~ *-Not rated Not rated * ’ . BB-
. N : - _S&Plong-mmfon@cmencymm(mdofpenod) . - : A : o
: " EIU country risk servics (2) , ] N Not rated “Not rated .50 (Aug) .
b . " - . Score(endofperiad) . - T o Notrated Natrated |. . C(Aug) .
L . L . ’ o Rntn'@(mdofpenod) o T : s | Mersep |- Mar Sep =
: . - " 1 " Euromoney T 58 - T 56 63 . 64 66
Poamonmmemnkmg(:i) S . : . Qe9) a1y | aenQsn
(number of countries) I . - Mar - Sep Mar-Sep -| . Mar Sep
- The Institutional Investor (1) . ok ] . : 37 39 57 57 T 59 59
Position in theranking(3) .~ = . o T | aznasy - (135) (135)
(number of countries) o R . 47.1 46.1 31 306 | - 36330
Crodit rating (4) - L L :
(1) For IMmmgwpwhmmmamhnsan@odmﬂiefmmerCSFR. !
. : (2)- Countries are given a mating between A - E and a score between 1 - 100, w:thEanleOrapresennngﬂ\ehlghestnsk
N : (3 mehxgherﬂ\escmmﬂwmnhngﬁlcluwerﬁuecmdnwmtunmnf&nwunuy
C -+ - . (4) Countries are tated on a scale of zero to 100, with iOOmpruanhngﬂlelau!chanceofdefmﬂL Agzwncountymayunprowmmmg
and 4l fallmlhemnkmglfalsothaamgpglobal mt:ngforsl.lmtadcounmea merowl




1-F3 Country risk indicators

Last update: )
27-Jan-95 ‘ Country: Ukraise
- . 1992 1993 1994
! . Latest data o
- estimates (E)
Real GDP growth rate (in %) . -17.0 N -142 263 - ®)
Industrial production ( % change)’ 45 © 80 278
Unemployment rate (end of period) - 0 03 03
Inflation rate : (Dec/Dec) N 2000 { 10155 386
Exchange rate (Krb per USD) ferd of périod)
- anction 749 -25000 | 130000
- official . 638 12610 | 108000
Nowminal effective exchange rate  * (charge, Q4/04) (- = depreciation) na. na na
Real effective axchange mte - (change, Q4/Q4) (- = depreciation) na. na. ‘na.
General government balssce (s3 % of GDP) 293 9,7 100 ()
jBalance of payments v
Exports of &S (in bn USD) 1,4 159 152 ® .

} Current account balanco (excl cnn'fm) (n 96 of GDP) -3,7 . -6,4 -85 ,(E)
Net inflow of foreign direct investmient (m bn USD) na. 0,08 0,09 ®)
Gross official FX reserves (end of period) : ] .

in mio USD 400 980 '550  (Sept)
in months of imports of G&S o4l 07 04
|External debe

External debt )

(in convertible currencies, in bn USD, end ofpenod) 3,48 4,12 75
mcdmmmdlom—h-m@lyw) ne. na. ©ona.
short-term (=< | year) . - ne. na na.

Convertible debt service paid (in mio USD) na. ‘75,0 na
principal - : na| " na. na.

. intorest . na. na. na.
External debt/GDP (%) 214 273 34 ®
Extemnal dobtexports of G&S (%) 30,5 25,9 93 ®
Debt service/exports of G&S (%) na, . 0,5 na. -
Astears (on both interest and principal, in bu USD) 0,264 0,548 2,214
Debt relief agreements and rescheduling reschediling

IMF arrsagements
(Date/-) ’ A . 26 Oct 94
. On track/off track T : on track
(-/ Dats) ,
Indicators of market's percelved creditworthiness -

Moody's long-tenm foreign currency rating (end of period) Notrated - Not rated Not rated

S&P long-tenn fompl currency rating (end of pcnod) Nét rated Not rated Not rated

EIU country risk service (1) g N
Score (end of period) B 100| - 100 100 (Aug)
Rating (end of period) ‘B B. E (Aug)

Earomsoney . Mar Sep March
Position in the ranking (2) 122 42 146 149
(number of countries) (169) (169)(170) as7n

The Institutional Investor Mar Sep Mar Sep Mar Sep
Position in the ranking (2) -1 95 96 1,13

. (number of countries) . . - (126) 12n(133) (135) (135)
Credit ruting (3) - 211 182 182 15.1 145

. (1) Countries are given a mting between A - E and a score between 1 - 100, with E and 100 representing the highest risk

(2) The higher the soore in the ranking, the lower the croditworthiness of the country.

(3) Countries are rated on a scale of zero to 100, vndllwnpmmmn]unchmuofdahmt.kpwneowmymnynnpmvelhnhng
md.ﬁﬂﬁ“mthennkm;nflbodlawmpﬂobﬂnﬁngfouﬂntadeomhumpm«
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A CAPITAL OUTSTAND]NG ]N RBSPECT OF OPERATIONS AUI‘HORISED

.

e : . . - 30.06.94 . ~31.12.1994 . '31.12.1994

i : - | MEMBERSTATES . B T - - ~ ' j ' _
S A Balance of payments B - 14000 | ~ . - C : o o

N 1.Greecel e . |-1750 - . IR Sl . N

. W 2. Greece 1t - 2200 L7 00 - 10007 . 1200 § (1)

VoL ey o . | 8000 . A - 0 4008 | : 4022 . . 4000 § @)

i" ~ | osNctea~ 0 L eme | Lm0 | 150

'6.EIB Mediteranean, . - o seo | U R )

) S g MEMBERSTATES-TOTAL . ~. . | ~ -~ ~ 26330 ] =~ 8274 7843 | .. 5200
- CL s ll{ungmy : E : 1050 . B B 7% |- . 260

S . )| 2 Czech Republic S T 2% . 250 | 250 | .0
§ C © 3.8lovak Republic . - © -~ . B 255 ooo1as o 125 ' 130

Co 4. Bulgaria I 400 o290 | Coa360. - 40
S "o S Romania - . s | 4sS . ass| .- 128
b -l 6Algeda . T 600 o0 400 200
v - 7.1srael , R 160 160 _1 160 | .0
" - .|| 8. BalticStates - S , 220 |7 . 110 C~ 1mo:| - 1o
e © . ff 9.Moldova - T ’ S 45 o ase : w20
RN [ 10.Ukeaine . o - ss| . - R I R N B
11. FormerSovnetUmon SR - " 1250 R < . 810 | +290
‘B.Other . - S . -
" 12. EIB Mediterranean ' o -e2s2|. - 1634 | - . 1688 - - - 3804
13. EIB Central & Eastern Europe | . 1moe | o3| 572 F - - 1126
S 14. EIB Central & Eastern Europell . | .. . 3000 | .- o2 =27 2998
| 15. EIB Asia, Latin America - e 10 o © 46 - . 704
S 16. Guarantee, IS . ' : S 500 |- - o3| 133 - L

THIRD COUNTRIES - TOTAL o Vi 3534 | . 5925 | 9892
‘GRAND TOTAL o i s 43457 13798 L 13769 e . 15092
1 . No disbursement is planned. . . ' : ’

) L2 Thetlurdandfourthtrandlmhadsullnotbempaldat:!lDeccmberw% Sofar,theltallan(}ovmunemhasnotrequwwd

S 'ANNEXTOTABLEI

. S | SITUATION IN RESPECT OF EIB OPERATIONS AT 31 DECEMBER 1994

- I ] rOperalions“' — - | Creditline - boansmade E el | Amount
[ : B Lo e o . .authorized - | available, minus ‘disbursement |- outstandmgat
- - . - s - B . cancellations: L ) 3061994
- EIB Mediterranean - . - N , R 1
N Spain, Greece, Portugal R | .. 1500 1465 | ) 1603 | ) 473
o Third countries EIB Med L T oew2 |- - an2s | oo .,1688
Central & Eastern Evropel . - S e1m0) . weso| 0 stal o s
. Central & Eastern Europe Il =~ *| "7+ -.3000 o921 ST 3 I S
Asia, Latin America 750 0 319 AR N Y. ¥
NB: The fact that the initial dnsbursement sometunes exceeds the authorized celhng is due to dlﬁ'erences in the ecu
rate between the date on whlch the contracts were. 81gned and 31 December 1994. -
~ X - . -
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- . ' C TABLE2 . . j ’
MAXIMUM ANNUAL RISK BORNE BY THE COMMUNITY BUDGET : :
(Estimate in ECU million based on all operations disbursed at 31 December 1994)

1994 | 1995 1996 1997 1998 1999 | 2000 2001 | “TOTAL
MEMBER STATES ) ,
CAPITAL . o
A. Balance of payments i . ' . .
1. Greece , 200 | 500 500 ) 1200
2.taly : . 560 1000 2522 : 4022
B. Structural loans i ' T
.3. Euratom . 270 .47 153 459 92 16 13 A 1049 > ;
4. NCI and NCI EQ 656 458 315 537 92 4| 4 71 211 Co
S.EIBMed. Old. Prot. . . | : : o - : _ : o ,
Sp. Gr. Port. 91 81 75 74 58 51 45 | 21 496 i
Capital - subtotal - 1217 587 1543 1069 1742 108 |- 2621 - 92 8978 o :
A Balance of payments . . B -
1. Greece 110 95 95 48 48 o *395 !
2. ltaly : : 253 |- 254 254 213 - 213 159 159 1505 4
B. Structural loans . : . ‘ . . . - .
3. Euratom . 81. 62 58 43 10 -3 1 oo 258 i - {
4. NCl and NCI EQ . 188 133 96 70 22 13 10 7 539 . |
5. EIBMed. Old. Prot. . | . . | -
Sp. Gr. Port . 50 41 34 27 21 15 11 -7 207 P
Interest - subtotal 683 586 5371 401 ] 313 190 181 14 2905
MEMBER STATES-TOTAL 1900 | 1173 2080 | 1469 | 2054 | - 298 | - 2802 106 | 11883
NON-MEMBER COUNTRIES - . . . . | - {,
CAPITAL I T - — i
A. Financial assistance ) ‘ _ o
6. Hungary : 350 260 80 100 ’ 790 |
7. Czech Republic v 127 123 . 250 Sy
8. Slovak Republic 63 62 _ . 128 S
9. Bulgaria . - 140 150 ’ 70 360
10. Romania ‘ . 188 190 80 | 455
- 11. Israel 4 160 . 160
12. Algeria . : B 250 150 400 .
13. Ex USSR . 152 494 | * 205 108 . ) o 959 o
14. Baltic States . : 110 110 .
15. Moldova } : ) 5 s 10
16. EIB Med. 1. 130 139 | - 138 | . 144 153 | 152 142 130.| 1128 S
17.EIBC+E Eur. 1+11 2 14 27 35 46 54 52 52 282 ‘
18. EIB, Asia, Latin America | e : - 17
19. Aid, Russia, 500m 133 133 |- 4 4 4 s -266
Capital - subtotal 417 1 1130 630 | - 1107 823 400 393 |7 412 5312
INTEREST N R
_ A. Financial assistance ) : R K : :
6. Hungary o ' 79 79 44 | 18 10 - - 230 N
7. Czech Republic » 258 25 25 25 13| . 113 ) ‘
8. Slovak Republic - 13 13 i3 13 6 - 58 y
9. Bulgaria .29 36 36 36| - 22 7 7 7 180
_10. Romania 46 - 46 46 46 . 46 27 0 8 - 265
11. Israel 16 16 16 16. ) 64
12. Algeria 25 40 40 40 15 15 15 10 200
""13. Ex USSR 60 1n2 | 15 . 9 1 ) 196
14. Baltic States 1t 1. 11 11 gdrf . n 11 77
15. Moldova . A1 < IR I 3 3 3 3| 21 20
B. Guarantees f o ' . : . , '
16.EIBMed. - v 120 120 110 100 | - 89 78 67| 57 741
17.EIBC+EEur. 1+11 . o2 39 39 37 34 31 27 23 251
18. EIB, Asia, Latin America : 3 O 4 3 . 31 31 24 -
19. Aid, Russia 500m 24. 9 B . ) . 33
Interest - subtotal ) 468 552 [ 402 358 253 175 - 140 102 | 2450
NON-MEMBER : " 8RS 1682 1032 1465 1076 5715 | 533 | sia| 7762 )
COUNTRIES-TOTAL L " . :
GRAND.TOTAL ‘ 2785 2855 [ 3112 2934 3130 373 3335 621 | - 19645
(Eastern Europe) - 595 1364 724 751 811 323 302] . 159 | 4999
(Other non-member countries) C 291 318 - 308 714 265 252 231 | - 355 | 2763
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TABLE 3
. MAXIMUM ’I'HEORETICAL ANNUAL RISK BORNE BY THE COMMUNITY BUDGET
(Estimate in ECU million based on all_opempons disbursed adopted and proposed by the Comm;ssxop)

(Onther non-member countries)

319

458

- 927

e —

. . 1994 | 1995 T 1996 | 1997 1998 1999 .| 2000 [..2001 | TOTAL
MEMBER STATES 1K - i
CAPITAL - »

}leﬂanoeofpayumnm : . : )

1. Greece . 200 500 500 : | 1200
2. Italy 500 | 1000 - 2522 - 2000 | 6022
B. Structural loans - : R R . :
* 3, Euratom + NCI 926:| 50§ 468 | . 995 184 57 - 54 . T |, -3260,
4. EIB Sp; Gr. Port" - .9 81 75 74 .58 51| 4s 211" 496

|l Capital - subtotal. -~ 1217 587 1543 | -1069 1742 108 2621 2092 | - 10978

" A. Balance of payments " ) - . T
1. Greece i ‘110 " 95 95 - 48 48| - T . 395
2 Italy ; 253 339 595 638 638 " 553 553 340 3908
- || B. Structiiral loans : ‘ . B :

{l- 3. Euratom + NCI 270 196 154 - m - sl 16| .1 -1 797 ||
- 4. EIB Sp. Gr. Port. .50 41 - 34 27| - 21 15 i1 1. 207
Interest - subtotal 683 671- 878 [ 825 737 583 575 a54 | 5307
MEMBER STATES-TOTAL. - 1900 1258 § 2421 1894 2479 692 | 3196 1 2446 | 16285
NON-MEMBER COUNTRIES B . ¢ o
CAPITAL - .
-A.'Financial assistance . - o

S.Hungary . 350 . 260 | --80 |- 100 790
6. Czech Republic . | 1 127 123 - 250
. 7. Slovak Republic 63| 7. 62 o f- 0 128
8. Bulgaria® "~ - 140 - 150 |- T 701 360
9. Romania : 185 | °. 190 80 | 1. 458
"10. Israel ) 160 - | .1e0.7
11. Algeria - . ‘ 250 150 400
12. Ex USSR . 152 566 | 248 197 1163
13. Baltic States T g - : 110 . 110
" 14. Moldova 5 9" 14
15. Ukraine - ' 17 17
'16. Euratom, C+E Eur. 10 23 |- 33
B. Guarantees - ’ o . o ’ .
17. EIB Med. o 130 139 138 144 208 289 378 420 1846
18.EIBC+EEur. F+11 2| 14 27 ~357] 1237 232 308- 360 1or
19. EIB, Asia, Latin Ametics, - A 13 27 46 57" 143
20. Aid, Russis, Guar, 500m " 133 133 : ] S IR T
Capital - subtotal 417 | "1202 673 1196 964 738 937 ] 1106 | 7232
A. Financial assistance c : .. - ‘ 1 .
S. Hungary : 79 92 70 441 .36 .26.. 26 . 26 399
6. Czech Republic .28 "25 25 25 12 o 12
" '7. Slovak Republic 13 16 26 26 19 13 13 13- 139
8. Bulgaria : .29 3s 40 40 | - 26 Bl 1 11- ‘206

| 9. Romania 45 52 - 58 - 58 S8 40 21 ) 13 345
-10. Israel 16 16 16 |+ 16 4 . . - 64
11. Algeria . 25 | 50 60" 60 35 35 .35 s 33s.
12. Ex USSR 80 127 24 | 18 o o 249
" 13. Baltic States ~11- 17 227 2 22 22 22 g 149
14. Moldova 3 ] s 5 5 -5 4 31
15, Ukraine - 2 9 ‘9 9 -9 9 s 9 -
16. Euratom, C+E, Eur. 8 25 45 65 -85 102 107 437
“B. Guarantees . - - ) ’ ) c ] . o
16. EIBMed. - ; ‘148 153 225 | 323 399 23 405 | - 300 2376
17. EIB C+E Eur. 1+11. - 46 85| 192 279 | - 365 394 383 - 349 | 2093
18. EIB, Asia, Latin America C -5 19 39 .56 " 63 63 T 58 303
19. Aid, Russia, Guar. 500m 24 9| 1 - L , 33
Interest - subtotal 541 697.1 815 1009 | . 1107 1126 ] 1095 . 936 7323
NON-MEMBER 957 1899 1488 | 2205 2071 1864 2032 | 2042 | 14556
COUNTRIES-TOTAL B e ' ' - L
GRAND TOTAL - 2857 3157 |. 3909 | - 4098 4550 2555 5228 | 4488 [ 30841
(Eastern Europe) - 639 1536 1030 1213 | 1360 | -1027 | - 110§ 1022 | - 8971

363 992 {711 837 1020

5584




=71

EXPLANATORY NOTES

- . oo . E

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 . :

I. TYPES OF OPERATION AND PAYMENT OF THE BUDGET GUARANTEE .

R, “n

AT ST

A Types of operation .

The nsk covered by the Commuinity budget results from two types of operation: . f
- borrowmg/lendmg operations, '
- guarantees given to third parties.

(a) Bon‘owing/lending operatons . ' R » _ | )

In this type of operatlon, the Community. borrows on the ﬁnancxal market and L
on-lends the proceeds (at the same rate and for the same term) to Member - -
States (balance of payments), non-member countries (medlum-term financial - |
assistance) or ﬁrms (NC], Euratom) R A T i

" The loan- “repayments are scheduled to match the repayments of the . .
borrowings due from the Community. If the recipient of the loan is late in
. making a repayment, the Commission must draw on its resources to repay the
' borrowmg on the due date.

(b) Guarantees given to third parties - o S 4

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
EIB asks the Commission to pay the amounts owed by the defaulter in -
“accordance with the contract of guarantee. The guarantee must be paid within
three months of receiving the EIB's request. . The EIB administers the loan
with all the care required by banking practice and is obliged to demand the
' ~payments due after the guarantee has been actlvated

B. Moblllzatlon of funds for guarantee payments )

The funds needed to pay the budget guarantee in the event of late payment by the -
" recipient of a loan granted or guaranteed by the Commumty are raised as follows

(a) Borrovwng/lendmg operatlons _
1, The amount required may be taken provisionally from cash resources in
accordance with Article 12 of the Financial Regulation. This method is
used so that the Community can immediately repay the borrowing on the
date scheduled in the event of late payment by the recipient of the loan.
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2 I the delay extends to three months after the due date, the Commission
draws on the Guarantee Fund to cover the default. The funds qbtained are
i used to rep]emsh the Commission's cash resources, : .

3. ‘The transfer procedure can be used to prov1de the budget headmg with the

appropriations needed to -cover the. default. This method is used when. -

- there are insufficient. appropriations in the -Guarantee Fund and .must be.
authorized in advance by the budgetary authonty >

4, The re—use of amounts repaid by debtors who have defaulted, leadmg to
activation of the Commumty guarantee, allows payments to be made within
- "a short period of time always providing, of course, that there are recovered
- .. funds available. L

~(b) Community guarantees for loans ﬁ'om the EIB's own resources -

Smce the entry in-force of the Regulatxon estabhshmg a Guarantee Fund for :
. external action, the provisions of the Agreement between the Commumty and
‘the EIB on management of the Fund state that, after the EIB calls in the
- guarantee in-the event of a default, the Commission must authorize the Bank
to withdraw the. correspondmg amounts from the Guarantee Fund wrthm three -

o months PR _ . : ‘

If there are msufﬁcrent resources in the Fund the procedure used for'
actlvatmg the guarantee is the same as for borrowmg/lendmg operatlons

1L CALCULATION

Some of the amounts mdlcated are the result of estimates made on the basrs of the C
followmg assumptions. :

t General]y speakmg, the exchange rates for loans in currencies other than the ecu are -

assumed to have been stable since 31 December 1994. 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 which often attract interest subsidies under the
- _ protocols. _ _ : . :

| A Member States .

1 Greece : A balance-of-payments loan of ECU2200 rmlhon has been-

~ authorized.. ECU 1 000 million of this amount will be disbursed in two tranches . |

of ECU 500 million to be repaid in 1996 and 1998 respectively. . It is assumed;
that the remarmng ECU 1 200 nulhon will not be dlsbursed ‘ ,

- 2. Italy: The Councn] decrsnon 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 attamment of agreed targets on Italy s
- public debt and deficit. _

'~ The first two instalments were released in 1993. Concermng the commg
period, the Council Decision states that the third instalment could be released as
of 1 February 1995 (but the Italian Government has not yet applied for it). . The
fourth 1nstalment may be released not earlier than 1 February 1996
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If the Italian Government decides to apply for the release of .the third and fourth
instalments and the conditions are deemed to be fulfilled ECU 2 000 million in.
~ 1995 and ECU 2 000 million in 1996 will be disbursed to the Italian Republic.

3. EIB, Mediterranean, old protocols: Spain, Greece, Portugal: These are
Community guarantees for EIB ‘operations in these countries prior to accession. .
The amounts are now final, since all the loans authorized have been disbursed.

ETNy

B. Non-member countries
a. Financial assistance A
1. Hungary I The amounts of the first two tranches are final and certain..

' The third tranche of the macrofinancial assistance decided in 1990 could be -
.disbursed in 1995. : ‘

e e i

2. Hungary II: ECU 180 million has been granted and paid out in full.

3. Czech and Slovak Republics: 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 s1x '
s years

o S i

ECU 130 million has been granted to Slovakia in two tranches for a
maximum term of seven years (bullet). No tranche had been paid at 31
December 1994

B

4. Bulgana 1. 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. ‘ ~

5. Bulgaria II; The financial assxstance of ECU 110 million over a maximum
period of seven years decided in 1992 is being granted in two tranches. .
The first tranche of ECU 70 million was paid on 7 December 1994.. The : ‘
second tranche could be paid in the course of 1995. - :

6. Romama I. An estlmated 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 with a term of six years. «

7. Romania II: The new operation involving ECU 80.million for a maxxmum
~ term of seven years was dxsbursed in 1993.

8.. Romania III: This is a seven-year loan of ECU 125 million to be disbursed
in two tranches. No tranche had been disbursed-at 31 December 1994. It
is assumed that the first tranche of ECU 65 million will be disbursed in
1995 and the second tranche of ECU 60 million in 1996. :

9. Moldova This is a ten-year loan of ECU 45 million to be disbursed in two
- tranches. . The first tranche of ECU 25 million was - disbursed on-
7 December-1994. The second tranche of ECU 20 million could be paid to
Moldova in 1995.

10. Ukraine: ECU 85' million is to be lent in one tranche for a maximum term
of ten years. At 31 December 1994 the loan had still not been paid out.
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11. Baltic States: The ﬁrst tranche (ECU. 110 rmlhon) of ‘a loan of

ECU 220 million was paid in 1993. The second should be paid in 1995,
The two tranches would then be due for repayment in 2000 and 2002, :
respectrvely gt _ .

12, | Algeria; ECU 400 mllhon has been- granted Jin 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 of ECU 400 rmllron was pald on 17 August 1994

13. Algena II:" ECU 200 rmlllon has been granted in two tranches for a'u
- maximum term of seven years (bul]et) No tranche had been pald at. 31
December 1994. o '

N

" ;1.4. Israel: A loan of ECU 160 rmlhon has been pald in ﬁJll and is repayable in
' 1997 ‘ , :

b Gua_rantees - ] ‘- P o
LEB. | |
The EIB has supplled the ﬁgures used for calculatron of the assumptlons-,

-"made for drawing up Table 3 (EIB loans to non-member countnes from 1ts
own resources) . o

. -Loans not dlsbursed (Loans not s1gned and loans srgned but not yet

. disbursed)
The following table shows the srtuatlon as regards loans whrch have not been
dlsbursed N S o ‘
| .Year L - f 1995 1996 TOTAL .
Medlterranean countries* - : . 2726° - 1078 3804
Central and Eastern EuropeIand M - 2804 1270 4074 .
Other non-member countnes ©c . 454 250 0 704

' In the case of loans not dlsbursed we have assumed that an average of 10% -
~ - of the loan will be disbursed in the year of srgnature and 30% in each of the. -
three followm g years. ‘

"It is estunated that- the average term wrll be ﬁﬁeen years with a three—-year
: penod of grace - : _ :

- In the absence of a financial statement, all loans still to b commltted'under the ﬁnancral protocols for . N
the Mediterranean countnes expiring at the end of 1996 have been spread evenly over the penod e

1995-96.

- This -amount breaks down into ECU 1 647 mrllron .in loans to be disbursed under contracts s:gned
. before 31 December 1994 and ECU '1 078 million in loans to be signed-and disbursed in 1995.

This amount breaks down into ECU'1 995 million in loans to be disbursed under contracts sngned;
before 31 December 1994 and ECU 809 million'in loans to be signed and disbursed in 1995. .
This amount ‘breaks down into ECU 273 million in loans to be disbursed under contracts s1gned-

before 31 December 1994 and ECU 181 mnllron in loans tobe srgned and drsbursed in 1995
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2. Food aid for the former chiet Unien
(a) . Guarantee

This is a guarantee for,a bank loan of ECU"500 nnlhon, with principal
and interest fully covered by the budget, for-a term of three and a half

"years with three repayments at intervals of eleven months starting from |

~ the twentieth month ECU 375 million has been used
. (b) Borrowmg[!endmg

" An operation involving ECU 1 250 mllhon for a maximum term of three

years.

This borrowing will be divided between the various Republics of the

- former Soviet Union. Loans amounting to less than ECU 100 million
will be repaid in 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 periods in which funds
may be drawn; one starts on 20 August, the other on 15 January

‘The balance still to be used at .31 December 1994 came to
ECU 204 million. .

3. E_uratom. countries of Central and Eastern Europe

~

of the ECU 1.100 rmlhon involved, it is assumed that ECU 150 nnlllon will

be disbursed in 1995, ECU 200 million in each of the four following years
and ECU 150 million in 2000.

It is assumed that the loans will be for an average term of twenty years wnth
a ﬁve—year period of grace
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:  DEFINITION OF FIGURES USED IN THE REPORT

% o A Authonzed ceiling .

l | . 'Thls is the aggegate of the maximum amounts -of caprtal authonzed (celhngs) for

'each operatron decided by the Council (see Table 1). -

e

: In order to relate it-to the risk whrch the budget might have to cover, account should -
~ be taken of the followmg factors whlch could affect it: : ‘

- factor i 1ncreasmg the rrsk the mterest on the loans must be added to the authonzed
cellmg, : ,

- factors reducmg the nsk

- lrmltatron of the guarantee given to the EIB to 75% of the loans s1gned in the .
Medrterranean countries; . : :

- operatrons already repard since the amounts concemed except in the case of
balance of payments support, are the maxrmum amount of loans granted and not
outstandmg amounts authonzed : : : .

- the amounts authonzed are not - necessanly taken up in ﬁzll

v T T R AT e S T g T

The-breakdown of authonzat_ro_ns is as follows. ‘

Member Stat'es

Ealadie

A D Balance ofpayments o . 14.000 8

5 o NCI- . 6.830
- > Euratom, ' S 4.000°
. : EIB; Spain, Greece, Portugal 1500

' ‘Member States - total _ 2‘6.3:}0 :

Authorized amount outstandmg once this ﬁgure is reached further loans ‘may be granted as
previous operations are repaid. : -
Including ECU 1 100 rmlhon which may- be granted to the countries of Eastern Europe a.nd the - ..
’CIS . < :
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. Non-member countries

- Hungary I - 870 o ~
Hungary II ‘ 180 o .

_ Czech Republic ' . 250 ‘
Slovak Republic I _ 125 R o o
Slovak Republic II ' 130 : , , o

- Bulgaral =~ 290 . I
Bulgariall : 110 ‘ ) o |
Romanial - =~ = - - 37 ‘ )
Romania I : ' : 80 . ~ .
Romania III | 125 ~ S I

" Israel . ' _ 160 - : ’ o |
Algeria I : 400 ¢
Algeriall . B L 200 !

_former Soviet Union I E - 408 i l
former Soviet Union II - - 1.250 - . . )

- Baltic States ' 220 : )
Moldova o .45 y
Ukraine : , 85 ]
EIB, old protocols 3.032
EIB, Eastern and Central Europe I 1.700 j
EIB Eastern and Central Europe II . .3.000 ]
.EIB new protocols . 1.450
EIB horizontal financial cooperation ©~  1.800 J
Other non-member countries 750 . (
Non-member countries - total : 17.035 L ’ S i
Grand total . 43.365

Capltal outstandmg

This is the amount of caprtal still to be repald on a given date in respect of operations.. ‘ g
disbursed (see Table 1). . . , ) :

Compared with the previous aggregate, the amount outstanding 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 financial year.
This amount is calculated for:

- disbursements alone (Table 2), in which case the capital to be repaid corresponds
to the amount outstanding;

- disbursernents, decrsnons still awaiting disbursement and Commission proposals
still ‘awaiting decisions (Table3), in which case the capital to be repaid
corresponds to the ceiling on loans authorized plus, where applicable, the amounts
-in respect of operations proposed by the Commrssnon and not yet decided.
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