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REPORT ON GUARANTEES COVERED BY THE GENERAL BUDGET ‘
. SITUATION AT 30 JUNE 1996 '

This report descnbes the srtuatlon as regards budget guarantees at 30 June 1996
It is in response to the statement made by the Commrssron when the vote was taken on :
supplementary and amending budget No 1/91, that it would repott to the budgetary authority

' thce a year on budget guarantees and the correspondmg nsks

" This report is presented in accordance with Artrcle 134(g) of the Fmancral Regulatron
_ apphcable to the general budget of the European Commumtles

The Commission h_as;,already presented ten reports to the budgetary- authority.
The report is in two parts
1 Events sirice the last report the nsk s1tuat10n and the activation of budget guarantees

2. Evaluatron of potentlal nsks Economic and ﬁnanc1al situation of non-Commumty |
countries benefiting from the most 1mportant operatlons ' :
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PART ONE

EVENTS SINCE THE REPORT AT 31 DECEMBER 1995, THE RISK SITUATION AND
ACTIV ATION OF BUDGET GUARANTEES

s

. R INTRODUCTION TYPES OF OPERATION

~

The risks covered by the Community budget denve from a variety of lending and guarantee operatrons'
which can be divided into two categories: loans w1th macroeconormc ObjeCtIVCS and loans with -
- mrcroeconomxc objectives. : o

I A. Operatlons wrth macrocconomic objectives o

The first of these are the balance- of payments loans for- Member States or non-member countnes
normally carrymg strict economic condltrons and undertakmgs ’

- This category includes the loan of ECU 1250 nnlhon to ﬁnance imports of agncultural products and, "
_foodstuffs into the former Soviet Union, since the risk involved in this operation depends to a large extent
on macroecononnc and political developments in the recrplent countnes

‘I B. Operatlons with mlcroeconomlc objectlves

These are loa’ns to finance p'rojects which are usually repaid over the long term from-funds which these
projects are expected to generate; as a rule, they are granted to companies, financial institutions or non- .
member countries and, ‘in addrtlon to the Commumty guarantee, are covered by. the usual guarantees
demanded by banks. :

ThlS covers Euratom and NCI loans in Member States and the Euratom’ and. EIB loans outsrde the
Community (Medrterranean, Central and Eastern Europe, certarn non-member countnes - developmg E
. countries of Asia and Latin Amenca and South Aﬁ1ca) ' B

II. EVENTS SINCE THE REPORT AT 31 DECEMBER 1995
The main events in the first half of l99o were as follows:
ILA. Further m'acrof'nancial assistance for Moldova’i o

Moldova made consrderable progress in ﬁnancral stabrhzanon and reform in 1994 and largely met the

‘performance criteria laid down in the first IMF programme. In June 1994 the Council therefore decided to

‘grant. Moldova’ macroﬁnancral assistance up to a maximum of ECU 45 million in support of the country's
- stabilization and reform programme (see point 11.C.2). The Moldovan authorities' new programme, which
- is-backed by a new IMF stand-by agreement, covers the period March 1995-March 1996 and is intended
to consolidate the progress made in stabilization and boost the structural reforms. This programme
requrres addltronal financing of around USD 50 million from the 1ntemat10nal community.

The Councrl has therefore decrded to grant Moldova further assistance up to a maxrmum of _
ECU 15 rmlhon in the form of a loan to support its balance of payments (Dec:sron 96/242/EC) “

1 C'o_uncyillDecision 96/242/EC of 25 March 1996 providing further macrofinancial assistance for Moldova.
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The Cbmfniséion, on behalf of the Community, has been- empowered to-borrow this amount for a
. maximum period of ten years. The proceeds of this operation will be on-lent to Moldova in one tranche. .

The loan had not yet been disbursed at 30 June 1996.
ﬁ.B. ‘Macrofinancial assistance for the Slovak Republic?

As part of the financial assistance for the Slovak Republic, the Commission, on behalf of the Community,
was empowéred by Council Decision 94/939/EC of 22 December 1994 to borrow, in two tranches,
ECU 130 million for a maximum period of seven years. The proceeds of this operatron were to be on—lent
on the same terms to Slovakia. S A .

‘Because of the improvement in the macroeconomic situation and, in particular, the Slovak Republic's
balance of payments and currency reserves and its access to international private capital markets, the.
Slovak authorities stated in April 1995 that they would no longer be calling on the aid granted by the IMF

under the stand-by agreement to support the country s balance of payments. :

With' the IMF stand-by arrangement expiring and the Slovak authontles not berng prepared to agree on

the economic policy measures to-be attached to the implementation of the EU loan facility, the
* Commission therefore submitted to the Council a proposal cancelling the Decision of 22 December 1994
in line with the conclusions to be drawn for the Comimunity. This decision was repealed by the Council
Decision of 25 July 1996

M. RISKSITUATION

There are two possible methods for evaluatlng the nsks bome by the Community budget

— the method ofteri used by bankers of the total amount of capltal outstandrng for the operatlons
concerned ona grven date; ~

— the more budgetary approach of calculating the maximum amount which the Commumty could have to _
pay out in each financial year. - - '

The second‘approach itself has been applied in two diﬁ‘erentways:.

— by reference only to actual disbursements at 30 June 1996, giving the minimum level of risk to the
Commumty assuming that there are no early repayments (see Table 2 below) :

— on a more forward-looking basrs by reference to all the operations decided by the Councﬂ or proposed
by the Commission in order to estrmate_the impact on future budgets, giving the maximum risk borne
by the Community assuming that the Commission's proposals are accepted (see Table 3 below).

The latter exercise gives some' idea about the future level of risks connected with the proposals made.
» However, a number of assumptions have to be made about dates of disbursement and terms of repayment-
(detarls are grven in the annex) as well as 1nterest3 and exchange rates.

'The results are shown in Tables 1 to 3 which assess the risk relating to countries inside the Commumty
“and countries outside the Commumty

. Council Decision of 25 July 1996 repealing Decision 94/939/EC of 22 December 1994 providing macrofinancial assistance for the Slovak
Republic.

An average'interest rate of 10% is assumed.
The exchange rate used for loans in currencies other than ecus are those of 30 June 1996
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’ The overall ﬁgures quoted cover risks of drﬁ’erent types loans’ to one country in the case: of macroﬁnancral! :
assistance and loans for pro;ects guaranteed by the borrowers in the case of NCI and E[B operatrons for
: example i} : : : : .

- The fo]lowmg analysrs dlstmguxshes between total nsk, the nsk in respect of Member States and the nsk 1n
respect of non——member countries. - , . :

T[T;A. Amount 'qutstanding a_t 30 J une 1996

(see Table l)

U

The total I‘lSk at 30 June 1996 came to ECU 11 705 mrlhon as agamst ECU 13 114 mﬂhon at 31
‘December 1995 a fall of ECU 1 409 million s o

. Amountoutstandmgat31 December 1995 A -, B
’ Loanrepayments I C N -
~ Greece S ‘ N S RS 500
Euratom . S ' | < S
SONCl L S B RO | '
. Hungary - - IR o - 260 -
Former Soviet Umon S L ‘ o 1204
EIB _ R B 121 o
Exchange rate differences between ecu and other currencies -~ . S «20A T
.| Loans disbursed S R o . ' V
FormerSowetUnlon ‘ IS B . 1
.EB . . . - s - o406
' Arhountoutstandingat30June1'996, ‘ SR A 11,?05_ ‘

- The caprtal outstandmg in respect of operatlons in the Member States was ECU 5 985 rmlhon at 30 June **
‘ 1996 afall of 17. 6% compared W1th 31 December 1995.

Th1s fall is mamly due to the repayment of ECU 1.000 mllhon in balance-of-payments loans to Greece |
(ECU 500 mﬂhon) and Italy (ECU 500 mllllon) ’

- The amount outstandmg ﬁ'om other operatlons in the Member States has remamed stable.

The capltal outstandmg from non-member countries at 30 June 1996 ‘was ECU 5 720 mﬂhon, a fall of
2 2% compared with 31 December 1995. - L S

I]IB Maxnmum annual rlsk borne by the Communlty budget operatlons dlsbursed at
30 June 1996 : o ~ :

’ (see Table'.2) 4

The total nsk whrch comes to ECU 3 149 mﬂhon in 1996 will - steadrly _increase - to -around

ECU3 500 mllhon in 2000 althou0h the situation in 1999 1s spec1al in that there w1ll be no capital o

5" i the case of Ipans in~currencies.other than the ecu, part of the change over the past six‘months is due to ek_change rate differences.
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repayments for the balance-of-payments loans to the Member States and in that capital repayments on
loans to Hungary, the Czech and Slovak Repubhcs and the ECU 290 million loan to Bulgana end in 1998.

The risk for 1996 in respect of the Member States comes to ECU 2 068 million.

This ﬁgure changes in lme wnh the capital repayments (every two years) on balance—of payment loans to
Greece and Italy. The max1mum nsk is hlghest in the even yea.rs up to 2000 when it will reach
"ECU 2 793 rmlhon : : :

The risk for 1996 in respect of non-member countries comes to ECU 1 081 mllhon The risk will increase

in 1997t0 ECU 1 617 million as the followmg payments fall due R
.~ ECUS0 million from Hungary, o -

~ ECU127 rmlhon from the Czech Repubhc

- ECUG63 mllhon from the Slovak Republic;

- ECU 140 million from ‘Bulgaria'"

— ECU 250 million from Algeria, .
- - ECU 160 mllhon from Israel. ,
- ECU 143 million from the Repubhcs of the former Sov1et Union.

III.C. ‘Maximum theoretical a'nnual“risk bo_rne by the Community budget
- (see Table 3)

This risk comes to ECU 3490 rmlhon in 1996 and Wlll mcrease regularly until 2000 (except in 1999 when
‘it w111 total ECU 2 255 mllhon) ‘ A

The trend in the maximum risk in respect of the Member States is much the same as in Table 2 up to 2000
when the risk will amount to ECU 3 188 million. It will fall to ECU2370 rmlhon in- 2002 - and.
ECU 2 197 million in 2003. .

The risk in respect of non-member countries will rise from ECU 1 .253 million in 1996 to
ECU 1 930 million in 1997. Compared with Table 2, the risk will increase from 1999, the date scheduled
for the first repayments of the loans proposed for Turkey, Croatla and FYROM. ’
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TABLE1 &
CAPITAL OUTSTANDING IN RESPECT OF OPERATIONS DISBURSED
- (ECU mllllon) . -
i o ‘ Authorized Capital” Capital Remainder to
_ Operation . ceiling outstanding outstanding be disbursed.
’ : 31.12.95 30.06.96 | 30.08.96

MEMBER STATES

A.Balance of payments . i 14000 : .

1. Greece » 2200 - ' 1000 500 1200

2. ltaly . . 18000, - 4045 3512 | - 4000

B.Others ) : S : .

3. Euratom 4000 . 720 695 | . 0
| 4. NCl and NCI earthquakes 6830 Y1113 11932 -0

5. EIB Mediterranean : R

Spain, Greece, Port. 1500 385 _ 346 0

MEMBER STATES - TOTAL . 26330 7263 5985 5200

THIRD COUNTRIES

A Financial assistance : - o -

1. Hungary ' 1050 - 440 180 -260| -
| 2. Czech Repubtic. 250 . ~ 250 250 0
1 3. Slovak Republic 125} 125 125 0

4. Bulgaria 400 360 360 - 40

.| 5. Romania 580 510 510 70
6. Algeria 600] - © 500 500 . 100
7. Israel .~ 160 - 160 | . 160 0].
8. Baltic States e 220 135 135 85
9. Moldova . 60 . 45 .45 15]
10. Ukraine 285 o c 851 200
11. Belarus - 55 .30 30 25
12. Former Soviet Union 1250 347 | 143 o]
B.Other - - -t
13 EIB Mediterranean 6362 1782 1981 ©3112
14. EIB Central & E. Europe | 1700 837 884 - 733}

{15. EIB Central & E. Europe || 3000 .96 141 2865

186. EIB Asia, Latin America 750 149 191 " 548

17. EIB South Africa 300 300

. {THIRD COUNTRIES - TOTAL - 17147 -. 5851 T 5720 8353
GRAND TOTAL 43477| 13114 11705 13553
1) No disbursement Is planned )

2) The third and fourthy tranches had stlll not been paid at 30.6. 1996 So far, the ltalian

Government has not requested payment :

ANNEX TO TABLE 1
SITUATION IN RESPECT OF EIB OPERATIONS (30.6.96)
R -~ Credit line Loans made Initial "Amt outstnd.
. Operations authorized available, minus | disbursement | at 30.06.96.
i S : cancellations. :

. |EIB Mediterraniean - N v
~ Spain, Greece, Port. " 1500 1465 1572 346
Third countries EIB Med. 6362 5128 2984 1981
Central & Edstern Europe | 1700j. 1647 914 884

|Central & Eastern Europe i -3000| . 1999 141 1414
'|Asia, Latin América 750 647 191 | 191
South Africa 300 - 101 ' :

Note: The fact that the initial dlsbursement sometimes exceeds the authonzed celllng is due to

dlfferences in the ecu rate between the date on Wthh the contracts were signed and 30. 6 1996

1)
2)
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TABLE 2

’

MAXIMUM ANNUAL RISK BORNE BY THE COMMUNITY BUDGET

- (Estimate in ECU million based on all operators disbursed at 30.6.1996) -

1996 1997 1998 1999 2000 2001 2002 2003 TOTAL
MEMBER STATES
CAPITAL R R
A. Balance of payments
1. Greece 500 500 _ 1000
2. ltaly 500 997 2514 4012
B. Structural loans . ‘
3. Euratom 153 453 93 16 | 13 728
4, NCI and NCIEQ 306 541 91 41 41 71 1092
5. E18 Med. Old. Prot. 3
Spain, Greece, Port. 73 70 56 50 45 . 21 23 21 359
Capital - subtotal 1533 1064 1738 107 2613 92 23 21 7190
INTEREST N
A. Balance of payments .
1. Greece 95 48 48 190
- 2. ltaly I 255 213 212 158 158 ‘998
B. Structural loans : -
3. Euratom 57 43 10 3 1 . 113
4. NCl and NCI EQ 95 69 3| 12 10 7- 2 2 216
5. EiB Med. Old. Prot.
Spain, Greece, Port. 33 26 20 15 11 7 5 3 123
Interest - subtotal 535 398 3 189 180 14 -7 5 1640
_|MEMBER STATES - TOTAL 2068 1462 2049 296 2793 106 30 27 8830
NON-MEMBER COUNTRIES
CAPITAL
A, Financial assistance’ .
6. Hungary ) 260 80 100 440
7. Czech Republic 127 123 250
8. Slovak Republic. 63 62 125
9. Bulgaria 140 © 180 70 360
10. Romania 185 190 80 55 510
11. israel -160 160
12. Algeria 250 150 100 500
13. EXUSSR 204 143 ' -347
14. Baltic States . ’ 110 25 135
15. Moldova 5 9 9 9 32
16. Ukraine 17 17 17 51
17. Belarus 6 6 6 18
B. Guarantees ’
18. EIB Mediterranean 134 141 161 172 166 156 151 “151 1233
19. EIB C+E Eur, 1 + (] 30 46 67 88 96 97 96 o0 611
20. EIB Asia Latin America ) 15 18 20 22 22 23 8 128
Capital - subtotat 628 1165 867 470 479 528 483 | - 281 4901
INTEREST
A. Financial assistance
6. Hungary 26 18 10 54
7. Czech Republic 25 25 12 , 62
8. Slovak Republic 13 13 [ . 32
9. Bulgaria 36 36 22 7 7 7 115
10. Romania 51 51 - 51 33 14 6 6 210
11. Israel 16 16 . 32|
12. Algeria 50 50 25 25 } 25 25 10 210
13. Ex USSR 14 7 A X 21
14, Baltic States 14 14 14 14 14 3 3 73
15. Moldova 5 5 5 5 5 4 3 2 32
16. Ukraine 9 9 9 S g g 7 5 63
17. Belarus 3 3 3 3t 3 3 2 2 22
B. Guarantees ' : .
18. EIB Mediterranean 123 130 120 108 96 85 73 63 797
19. EIBC+E Eur. | + 1t 63 67 64 59 53. 46 39 33 424
20. EIB Asia Lalin America 6 9 9! 8 7 7 6 5 57
interest - subtotal 453 452 348 - 269 231 193 149 110 2203
NON-MEMB. CNTRIES - TOTAL 1081 1617 1215 738 710 720 631 390 7103
GRAND TOTAL 3149 3079 3264 1034 3503 . 827 661 417 15934
(Eastern Europe ) 751 846 882 406 394 275 268 164 3986
(Other non-member countries } ° 330 771 333 332 316 445 364 226 3117
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- v TABLE 3
MAXIMUM THEORETICAL ANNUAL RISK BORNE BY THE COMMUNITY BUDGET

. (Estimate in ECU million based on all operations disbursed, adopted and proposed by the Commission)

1998

TOTAL

545,

712

845

1137 |

1996 1997 1999 2000 2001 2002 | 2003 °

MEMBER STATES

CAPITAL

A. Balance of payments " )

"1. Greece - : : 500 500 S - 1000
2. ltaly 500 997 2514 2000 |- 2000 . 8012

B. Structural loars N . ’ 1 - )

. 3. Euratom + NCI 459 | 994 184 57| - 54 71 L 1819
4.EIB Sp, Gr, Port 73 70 __ 56 50 45 21 23 21 - 359

Capital - subtotal : 1532 1084 | © 1738 | 107 | . 2613 .92 2023 |. 2021 11180

INTEREST j i

A. Balance of payments o
1. Greece .- 95 48 48 ) . . Lo 190
2. ltaly ’ 425 553 638 §53 |- 553 -340 340 *70 3571

B. Structural Ioans . , ‘ : ] .

3. Euratom + NCI 152 i1 30 15 " 7 2} 2 330

- 4. EIB Sp, Gr, Port - 33 26 20 15 11 7 5 3 122

Interest - subtotal - 705 738 736 583 575 354 347 175 4213

MEMBER STATES - TOTAL 2237 1802 2474 680 3188 | 446 2370 | 2197 | 15402

NON-MEMBER COUNTRIES g

CAPITAL ]

A Financial assastance - - ' :
‘S:Hungary = - 260 80 | 100 260 700
6. Czech Republlc ’ 127, 123 250
7. Slovak Republic 63 62 . ) 125
8. Bulgaria’ 140 150 70 " 80 440 |

- “9. Romania . 1851 ' 190 80 . S5 | 70 580
10. Israel " 160 : . 160
11. Algeria . ) 250 N 150 100 100 600
12. Ex USSR . 204- 143 v 347
13. Baltic States - - N 110 25 85 220

~14. Moldova ; 5 9 12 12 38
15. Ukraine 17 37 57 11

 16. Belarus 6 11 11 28 |

17. Euratom, C+E Eur. 1 7 16 24

B. Guarantees t ) | E
18. EIB Mediterranean - 134 141 161 | 216 260 318 392 431 2054
18.EIBC+E Eur.l1and i 30 46 ' 67 . 143 213 288 363° 377 1527
20. EIB Asia Latin America 15 19 29 © 44 64 85 96 352
21. EIB South Africa 2 5 10 ~ 17 21 55 .

Capital - subtotal . 628 1165 867 580 717 '934| 1103 1616 7611

INTEREST

A. Financial assistance L : .
5. Hungary : 57 44 36 26 26 26 26 26 267
6. Czech Republic 25 25 12 - - . : 62

" 7. Slovak Republic . - 20 26 .20 14 13 13 13 i 118
8. Bulgaria 40 44 30 157 15 15 8 "8 175
9. Romania -85 58 58 40 |- 21 13 13 7 263,
10. Israel .. © 16 16 . R ) . 32

11, Algeria - 55 " 60 35 35 . 35 35 . 20f 10 285
12. Ex USSR 14 7 T . : 21-

- 1:§. Baltic States 18 22 22 22 22 11 1 11 139
14, Moldova 5 6 -6 6 B 6 5 '3 . 43
15, Ukraine  + 19 .29 29 .29 29 29" 27 23 211
16. Belarus 5 8 8 8 . 8 8 7 6 55
17. Euratom, C+E Eur. - 4 6| 17 34]. 54 72| 88. 94 366

B. Guarantees : o . ‘ .

18. EIB Mediterranean . _ 168 213 274 - 345 394 411 409 383 2597
19.EIBC+E Eur. 1+ 1l 112 170 249 328 -368 . 362 337 301 2227
20. EIB Asia Latin America 15 - 28 47. 69 85 90 88 45 467
21, EIB South Africa 1 4 9 16 22 25 26 - 24 127

Interest - subtotal .625 765 851 985 | 1097 1114 1077 941 7454,

NON-MEMB. CNTRIES - TOTAL 1253 | © 1930 | : 1718 1565 1814 2048 2180 2557 15065

'|GRAND TOTAL 3490 3731 4192 12255 | ‘5002 ¢ 2494 4550 4753 30468
" |(Eastern Europe) 864 1043 1173 | 853 969 944 |.- ~ 1043 1447 8336
(Other non-member counmes) 389 © 887 1103 1110 6729
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" IV. ACTIVATION OF BUDGET GUARANTEES

IV.A. EIB loans to non-member countries

On7 March 1996 the EIB called on the budget guarantee in respect of loans of around ECU 6.4 million
~ to'the Republics of former Yugoslavia (the Former Yugoslav Republic of Macedonia - FYROM, Bosnia-
Herzegovina and Serbia). The payment was made to the EIB on 11 June 1996.

On 2 July 1996 the EIB agam called on the budget guarantee in respect of loans of around
ECU 8.9 million to the Republics of former Yugoslawa (FYROM and Serbra) The payment was made to
the EIB on 4 October 1996 o

At 30 June 1996 the total amount of debts settled by the Commumty and not yet repaid by the defaultmg
debtors came to ECU 72.4 million. These debts were owed by all the Republics of former Yugoslawa
w1th the except1on of Slovenia and Croatia; which have no payments overdue. «

Of the ECU 72.4 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 45.9 million was called in from the Guarantee Fund
on 11 January 1995 (ECU 5.3 million), on 30 January 1995 (ECU 14.3 million), on 24 May 1995 (ECU
~ 6.08 million), on 11 October 1995 (ECU 8.6 million), on 26 January 1996 (ECU 5. Zmﬂllon) and on
I1 June 1996 (ECU 6.4 million).

The Former Yugoslav Repubhc of Macedoma (FYROM) has repald some- of - its arrears
(ECU2 1 mrlhon) A .

IV.B. Borrowing/lending operations or loan guarantees for non-member countries

IV.B.1. Payments from cash resources

The Commission draws on its cash resources under Article 12 of Council Regulation No 1552/89 of

29 May 1989 implementing Decision 88/376/EEC, Euratom on the system of the Communities' own -
resources to avoid delays and resultmg costs in servicing its borrowmg operatlons when a debtor is. late in
paying,

IV.B.2. Activation of the-Guarantée Fi und |
In the event of late payment by a recipient of a loan granted or guaranteed by the Community, the
Guarantee Fund is called on-to cover the default within three months of the date on which is payment is -

due.

Penalty interest for the time bétween the date on which cash resources are made avarlable and the date of
activation of the Fund is drawn from the Fund and repaid to the cash resources.



12

In the last six months the Fund has been called on to honour guaranteeé for the follOWing debtors:

| -Country ’ S I Date | Amount(pnnC|paI+mterest)

| Georgia (foan of ECU O milion) -~ |~ 15.4.1996 N 10 106572 43 =

‘ éeorvglia‘»(loanof.ECUflvO'n;illion), }‘ ,' ' 1541996.7 ; 1050469.67. ,
.Anne’rlnia(Ioa‘nofECU;.ZOmi_IIion'): N 154199 : A/(196O4'8(56.06.
rotal T - vj o = ‘30761848.'16_v-"

' I VB 3. Lafe repayments

: Durmg the perlod covered by this report, the followmg country repard debts on whrch it had

“defaulted and for which the Guarantee Fund had already been activated.- The amounts recovered are
* “repaid to the Fund under ‘Article 2 of Council Regulation (EC Euratom) No 2728/94 of 31 October
B 1994 estabhshlng a Guarantee Fund for external action.” - :

W

Country } ; [ Repaym‘entdate | . Amount '(principal.+‘interes,t) ]
{ Tukmenistan®  (loan . of |~ 75199 - | 152982471
| ECU45 r_nilljon)" , : : ) T

N VB 4. Sltuarzon as regar ds unpazd debfs at 30 June 1996

The followmg amounts had not been pald at 30 June 1996

' Countr’y _ -_ BRI o ’. i Amount (pnnmpal+|nterest)
. Tejkisen . L 63 181389.89
CosGeoga o v |- 9246395804
Amenia- . . . 5760131320
Tukmenistan® - -~ | - 3050032140
Total .o . 4381698253 . ¢

o6 Two capital repayr_nente totailing ECU22.8 millio‘n have been made einceﬁd June 1996 .
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V. ANALYSIS OF THE COMMUNITY'S THEORETICAL LENDING AND GUARANTEE
CAPACITY IN RESPECT OF NON-MEMBER COUNTR[ES :

In practice, the Guarantee F und and reserve fac1hty limits the Commumty s lending and guarantee capacity i

_ to non-member countries since the appropriations available for provisioning the Fund whenever a new
lending decision is adopted ' (or any annual tranche in the case of guarantees for multiannual operations)
are limited by the amount entered for the guarantee reserve in the financial perspective.”

At any given time, lending capacity corresponds to the margm remaining in the guarantee reserve. This.
margin is equal to the difference between the reserve and the estimated-amount needed to provision the -
Guarantee Fund for operations which have already been adopted and which are in preparation. /

Table 4 contains an estimate of the Cornmunity's lending capacity in respect of non-inember countries:
over the period 1996-99 compatible with the Guarantee Fund mechanism. The method of calculation and
references to legal texts are set out m greater detail in the Annex. - '

On the basis of the decisions adopted by the Counci18 and decisions proposed and in prevparation9 “(see
Table 4), ECU 306 million is expected to be used from the. guarantee reserve in 1996, leaving
- ECU20 rmlhon available at the end of the year .

. The Guarantee Fund could then amount to around ECU 620 million at the end of the year assummg
— no further defaults requiring activation of the Fund

= no late repayment of arrears by defaulting countries.

t

If account is taken of the effect on the guarantee reserve of the provisioning of the Fund in respect of
loans already decided and loans proposed and in preparation for the period 1997- 99 the annual capac1ty
» available for loans varies: : :

. .~ from ECU 1.8 billion to ECU 2 billion for 1oans Wlth a 100% guarantee under the Commumty budget

'~ from ECU 2.4 billion to ECU2.7 bllllon for loans w1th a75% guarantee (EIB loans to Medlterranean :
countries). : '

-

7‘ ECU'300 million at 1992 pnces . .
8 Under transfer 5/96 the budgetary authority authorized the transfer of ECU 191.8 million from the guarantee reserve to the Guarantee Fund
. The loans proposed and being prepared by the Commrssmn for 1996 wrll have an rmpact of ECU 114 million on the guarantee reserve.

1



: VI RELATIVE SOLIDITY OF THE GUARANTEE FUND

The ratio between the estimated amount in the Fund at the end of 1996 and the max1mum annual nsk
(deﬁned as the total amount falhng due) shown for 1997 in Table 3 (comes to 32% -

" The Fund should then correspond t07. 5% of the total amount of guaranteed loans outstandmg out31de -
_the Commumty .

“ The ratio between the amount in the Fund at the end of 1996 and the amount due in 1997 from countnee- '
-which have defaulted in the past is 11:1. :
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TABLE 4 . ' ~

THE COMMUNITY-S THEORETICAL ESTIMATED LENDING & GUARANTEE CAPACITY
IN RESPECT OF NON-MEMBER COUNTRIES OVER THE PERIOD 1996-99
under the Guarantee Fund mechanism* -

FE0 mlon ' LTI 1) A 1] 1] |

|Reserve for loan guarantees to non-member countries(1) 326 329° 337 346

Bases for the calculation of the provuswnmg of
the Guarantee Fund (2)

- EIB loans ) ) :
- Mediterranean (a) i ’ : 201 281,75 1955 150
_ - countries of Central and Eastern Europe (b} 1114 . T
- Asia and Latin America (c) i 521 )
- South Africa (d) : 120 - 85 :
- EIBloans -total . ) o 1956 ~ 336,75 1955 150
: Euratom loans (e) - : . 0 200 200 150
-'Macrofinancial assistance : . _ . 185 130 .
“[Provisioning of the Guarantee Fund (3). o . 306 60 - 57 44
Margin remaining in the guarantee reserve (4) : 20 269 280  3o3|

ReS|duaI lending capamty (balance of payments loans,
EIB Ioans and-Euratom loans (5) '

-<Minimum if used in full for 100% guarantee (e.g. BP loans). - ) 134 1794 1865 2017
- Maximum if used in full for EIB loans (75% guarantee) 179 2393 2486 2689

™ Assuming that the targef amount is reached after 1999. For example, if the Fund reaches its target amount at
" 1 January 1999 and the rate of provisioning is cut to 10% after the review provided for in Article 4 of the Regulation
establishing the Fund, the Union's lending capacity in respect of non-member countries would be increased by
ECU 1 143 million a year for loans with a 100% guarantee and by ECU 1 524 million for loans with a 75% guarantee.

Description of the loans for which the Fund will be provisioned in the period 1996-89:

- EB
"a. Mediterranean:
- loans decided: 1994-96: ECU 115 mllllon under the Fourth Fmancxal Protocol with Syria.
1995-98: ECU 80 million under the Fourth Financial Protocol with Malta and Cyprus
- loans proposed or in preparation: 1996- 2000: ECU 750 million for financial cooperation with Turkey
and ECU 230 million for financial cooperation with Croatia. 1997-2000: ECU 150 million for financial cooperation with
the Former Yugoslav Republic of Macedonia (FYROM) .
b. Central and eastern Europe: ’ .
- loans decided: 1994-96: ECU 3 000 million
c. Asia and Latin America . . i
- loans decided: 1993-96: ECU 750 milion - L ' -
- loans proposed or in preparation: 1996 ECU 410 milion ) o :

- d. South Africa

- loans. decuded ;nld 1995 to- mld-1997 ECU 300 m||l|on

e. - Euratom
- loans decided: 1994- 99 ECU 1 100 million

* f. - Financial assistance

- loans decided: 1996: ECU 15 million loan to Moldova; ECU 20 million loan to Belarus cancelled ECU 130 mllllon
loan to Slovakia cancelled :

- loans proposed or in preparation: 1996: ECU 170 million in loans to the Repubhcs of Georgla Armenia
and Tajlklstan '
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- S Part Two |
Evaluatlon of potentlal risks: General Economic Sltuatlon of the non-
| Member Countrles benefiting from the most 1mportant loan
' ’ operatlons '

1. INTRODUCTION . : :

~  The figures given in.the previous parts prov1de mformatlon on the quantrtatlve aspects of the risks borne

by the general budget. However, these data should be weighted in accordance with aspects relatmg tothe =
quality of the risk, which depend on the type of operation and the standmg of the borrower Recent events .

“which may influence the portfoho country risk are analysed below. - :

The country rlsk evaluation presented in this chapter is slightly’ dlfferent from prev1ous reports The"‘ '
present report is focusing more clearly on recent developments of direct relevance for the country
risk evaluation in the respective countries. Less space is accordingly attributed to the more general -
description of economic, developments in the countries concerned, which allows to shorten the text
~ considerably. With that same goal in mind, some countries - where the. overall risk level is considered
. low and recent developments not significant - are treated only summarily whereas countries where
' the. financial "exposure for the EU is great and/or a noteworthy' change (deterloratron or.
:‘1mprovement) in the risk evaluatron has taken place, are analysed more thoroughly

Asan in'lportant complement to the textual analysis, extensive country risk indicators' for all relevant ‘
countries in Central and Eastern Europe, the NIS and in the Medlterranean area are prov1ded in.the -
form of a full-page table per country. : : ~

It may “be noted that the evaluation does not cover EU- exposure in other regxons than those
k-mentloned ‘mainly because this exposure (notably through guarantees of EIB lending) represents
only a fractron of total exposure (less than 3%) and is also well diversified among countries.

Generally, developments since the latest report mdlcate that overall EU ‘exposure in the regions
concerned (CEEC, NIS, Med. ) has fallen margmally Increases in CEEC and the Medrterranean are

" more than offset by the decrease for NIS.

The development of risk associated With the three regrons differs though In Central and Eastern
. Europe risk levels are generally lower but with some important exceptlons The present uncertainties
regarding future developments in Bulgarla seem particularly preoccupying but developments. in

Romama and Slovakla may also, although to a lesser extent, need close momtonng '

In the NIS, the Far Eastern nattons contlnue to present generally cons1derable nsk with Uzbekistan-
as an-exception. The situation is equally fraglle<1n the Caucasian region whereas Belarus, Moldova
'and Ukrame fare margmally better. o ' '

Inthe Medlterranean area, ﬁnally, Algerla presents the most sensitive plcture at this Juncture
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B CENTRAL AND EAST EUROPEAN COUNTRIES -
' BULGARIA
Bulgarla is in the middle of a serious economic and financial crisis. Progress in structural reform

remains slow, in particular with respect to the.closure of large loss-making state enterprises and
" restructuring of the severely hit banking sector. IMF has postponed and the World Bank has delayed

further any additional financial assistance. GDP declined by 2.6 % in the first quarter of 1996, before - ‘

the crisis came to a head. The currency continues to depreciate against the dollar. by mid-September
it had reached 230 leva/USD, compared with about 80 in mid-April. Simultaneously, inflation has
accelerated sharply. The key interest rate has been raised from 108 % to 300 % in September in a
short-term éffort to support the leva. However, confidence in the currency, and in the banks,
continues to be extremely low. The current account has improved only very slowly and was still in
deficit in 1995. The servicing of Bulgaria’s external debt is substantial during the rest of 1996 and
continues to be high in the coming years. Returning the Bulgarian economy to a path of macro-
economic stabilisation and recovery hinges crucially on rapid success in implementing a revised
economic programme in agreement with the IMF, without which Bulgaria would find itself
effectively cut off from official credits. Presidential elections in October 1996 and parliamentary
elections by the end of 1998 provide a rather short intermediate time span in whnch to implement
strict economic policies. :

- CZECH REPUBLIC

Czech country risk has grown but remains very modérate relative to other transition countries. Real
growth is high and driven by buoyant domestic investment. Unemployment is very low and inflation
below 10%. However, the fiscal accounts have slipped into the red for the first time in years and the
current account deficit remains sizeable. Financing the external disequilibrium will cause the net-debt
ratio to rise from its very low level but the Czech Republic would have no problem raising the
necessary finance on the international markets. Some macroeconomic adjustment may still be
preferable but will be more difficult to dellver after the govemment lost its Parliamentary majority in
the recent general elections

ESTONIA

Estonia’s risk assessment has improved steadily over the last few years. The economy is recovering
markedly as a cthequence of sound policies pursued by the authorities and early liberalization and
reform of the economy. Following the stabilization of GDP in 1994, it expanded by 3.2% in 1995
and is expected to grow a further 4% in 1996. Inflation has come down to 29% in 1995 from the
hyperinflation experienced in 1992 (1000%). The exchange rate of the Estonian Kroon is fixed to the

D-Mark (8EEK=1DM) through a.currency board system that links money growth to the balance of
payments. Despite a substantial current account deficit during-the past years. (8% in 1995 excluding
official transfers) the overall balance was always positive thanks. to capital inflows, including in
particular strong foreign direct investment (in the order of US$ 200 million). Despite the real
appreciation over the past years, the exchange rate is still competitive, given the highly competitive
starting point. Therefore capital inflows can be expected to continue for a number of years, but
would eventually stop, having in the context of the currency board system a contractlonary effect on
the economy ] Debt and debt service ratios remain relatively low.’



HUNGARY 9

The overall risk assessment for Hungary has.continued to improve, pos1t1ve developments in the
- -balance of payments and foreign debt indicators, a reduction in the budget-deficit, the acceleration of ~_
the privatization process, and a relatively stable political context. In March 1996, the IMF approved
- 1. "precautionary" stand-by credit for Hungary and the economic programme remains on-track.

Hungary's debt ratios however remain dangerously high, and further reductions in the current
account -and budget deficits are still needed The forint was made fully convertible for . current_
- ',account purposesin January 1996 Hungarys international credlt ratlngs remain stable at a sub-
. mvestment grade level. ‘ , ! .

--‘LATVIA’ S

Latvia’s economy had just emerged from recession, showing positive GDP growth of 2% in 1994
 whena major banking crisis.emerged in Spring 1995, which contributed to a contraction of GDP ( "
"~ 1 6%) and a widening of the consolidated budget deﬁ01t to 3.3% of GDP (4.8% for the central -
government). As a consequence of the crisis, the SBA of April 1995 went off-track. Since May 1996

~anew SBA is in'place and the economy seems to recover, with trade and industrial production

expanding. As a consequence of the crisis, international reserves declined in the course of 1995,
- reducing the level, in. months of imports, from 4.5 to 3.2, which still seems faxrly comfortable The :
external debt and debt service ratios have remained relatlvely low '

- LITHUANIA

. In’late 1995, thhuanla s economy was hit by a banking crisis. Econemlc growth that started tobe..
- positive in' 1994 and acceleratéd in 1995 has slowed down in 1996 with, unemployment rising above =
8%. But the Lithuanian authorities reacted to the financial crisis by a mix of monetary relaxation and

fiscal tightening thereby stabilizing financial‘conditions and preserving the currency board system that

" “pégs the national currency, the Litas;, to the US dollar. In addition, a plan has been developed with

o - the support of IMF and World Bank to:address the bad debt problem of the banking-sector.

o In the first quarter of 1996, the balance of payments went into deficit for the first time since early‘
- 1994. This is due to a sharp decrease in capital inflows and a worsening trade deficit which.could be -

© the result of the srgmﬁcant real appreciation of the Litas since April 1994. So far, Lithuania has not

been very successful in’attracting direct foreign investment, especially 1f”compared to the smaller

" Estonia, the other Baltic country with a currency board arrangement, which obtains more than triple
the amount of DFI each year. Steps are taken to create a more favourable and stable environment for
DFI. The fgreign debt and debt serv1ce ratlos remain relatively low -but debt in terms of exports is
rising steadily. - L : : T T >
ROMANIA
". Romania country risk has mcreased ds the forthcommg general electrons are mﬂuencm “policy

~ decisions. This may Jeopardlse the initially positive results achieved under the reform programme
implemented with IMF support since; 1994. Macroeconomic disequilibria are developing and timid
microeconomic reforms have been halted and, at times, reversed. This was the ¢ase of the unification
of the foreign exchange regime: a free interbank foreign exchange market was de facto abolished in
March 1996 and.state-run enterprises had their foreign earnings conﬁscated As’ a consequence,

" Romania went off-track on its IMF stand-by and the disbursement of the second tranche of the EU .
balance-of-payments loan is delayed. Foreign liabilities do not yet raise any immediate concern but :

they present a very short-term structure and the debt-ra_tlo has climbed up steeply. Access to-the

. . . £ . B
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pnvate 1nternat10nal caprtal market may become difficult if the reform eﬁ‘ort is not resumed aﬁer the
electrons ’

SLOVAKIA I -

Slovakia's risk assessment has deteriorated reflecting the rapid worsening of the current account
since early 1996 but remains relatively favourable. Agamst the background of prudent fiscal,
monetary and exchange rate pohcres most macroeconomic indicators continue to show a positive
evolution. Real GDP grew by 7% in the first half of 1996; unemployment is going down; annual
inflation has stabilized at below 6%, the lowest rate among transition countries; official reserves and -
debt indicators remain at comfortable levéls; and the budget deficit has been contained at around 2%
of GDP. On the negative side, the current account is projected to move from a surplus of 3.6% of
GDP in 1995 to a deficit of more than 4% of GDP in 1996. Furthermore, the outlook continues to be
marred by political tensions (including the persisting conflict between the Prime Minister and the
President of the Republic, and the issue of the Hungarlan minority)- and by sluggish, or insufficiently -
‘transparent, structural reforms.
- The worsening of the current account reflects the boom in domestic demand, weak economic activity
" in the EU, some accumulated appreciation of the real exchange rate and the reduction of duties on
car imports. The current account deficit is being amply financed by strong capital inflows and, as a -
result, official reserves remain at a comfortable level (representing more than 4 months of imports in
mid-September 1996). Slovakia reached Article VIII status at the IMF in October 1995. The import
- surcharge was reduced from 10% to 7.5% in July 1996 and the government intends to fully remove
it by end-1996. The IMF stand-by arrangement expired in early 1996. The mid-term review of the
stand-by ‘programme was never completed, reflecting the failure of the government to implement
‘commitments in the areas of privatization and banking sector reform. Slovakia's intérnational ratings -
have remained stable since Moody's assigned to the country an investment grade mark in May 1995.

III. NEWLY INDEPENDENT STATES
ARMENIA

Armenia remains in the high-risk category of creditors. The economic recovery, which started in
1994 from a very low level, has continued in 1996 and inflation is under control. However, the slow
pace of structural reforms - even though the privatization process started early after independence -
has made Armenia largely dependent on external assistance. The external debt of thé country had
reached 25% of GDP in end 1995 and this ratio has increased in 1996 with drawings on credit lines
from the IMF and the WB. Moreover, the country has been in arrears towards the EU since August
1995 and does not envisage a short-term solution to this problem on its own. The approval by the
" IMF Board in February 1996 of a 3-year ESAF- supported economic programme should however -
_~ contribute to accelerate the pace of reforms and to improve the general economic situation in the
- medium-term. On the polltlcal side, the unsolved conflict with. nerghbourmo Azerbaljan on the .
Nagorno Karabakh issue is a negative factor.

AZERBAIJAN

Risk assessment for Azerbaijan is the highest among the three Caucasian countries. GDP is estimated -
to have declined further in the first months of 1996, following a sharp decline of about 40% in 1994-
1995. ‘Growth is however expected to resume during the second part of the year: Inflation is under
control and the fiscal deficit has also largely improved in the recent months. Concerning structural
reforms, Azerbaijan is lagging well behind most other. CIS countries. A'series of areas have been
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identified where the authorities are committed to achieve important progress in the short run. The.

second review under the IMF 12-month stand-by arrangement approved in November 1995 took

place in May. 1996: performance criteria were met and the drawing of the third tranche authorised. -
" The external debt of the country is estimated at some US$ 500 million (about 15%. of GDP), mainly "
" to Russia and Turkmenistan. Azerbaijan’s medium-term perspectrves are potentially favourable,
‘owing mainly to its huge oil reserves. In the short run, ‘however, the combination of a globally weak
economic 51tuat10n slow structural reforms and the conflict with nelghbounng Armema on Nagomo
g Karabakh werghs markedly on the negative risk assessment. : :

BELARUS

A referendum to be held in Belarus in November 1996 is expected to seftle the opposrtlon between '
the Belarussian Parliament and the Presidency and decisively influence the pace of the structural
reform process in the country. Since last year, as a result of inappropriate policies, the economic
- situation in Belarus has been deterloratmg and several macroeconomic indicators performed worse |
than expected. So far, the authontles main response has been to have recourse to command
‘economy - measures by increasing state intervention and controls, imposing trade and -exchange

market restrictions, increasing subsidization of the economy, and virtually slowing, halting'or even .

- reversing structural and. institutional ‘reforms. The IMF, World Bank and European. Union
disbursements have been suspended The trade deficit level was sharply rising (US$ 750 mrlhon) in

"the first half of 1996 because of an unrealistic exchange rate level, while the capital account surplus
was cons1derably reduced (US$ 100 million). As a result, foreign exchange reserves stood at the very

" low level of 3 weeks of i imports in April 1996. However, the continuing nominal depreciation of the

j Belarussran currency (30 % from April 1996) is expected to restore some competitiveness. The stock
of official debt increased to US$ 1.5 billion (15 % of GDP) at ‘end- 1995 and decreased to US$ 1
‘billion after claims cancellatron by Russra in Aprll 1996 : e - : :

¢

GEORGIA . . S

Georgla s Tisk assessment: has remamed rather stable in | recent months, at an uncomfortable level.
‘After a very sharp decline of the economy from 1990 to 1994, signs of recovery appeared in the
_course of 1995 and economic growth is expected for 1996. Inflation is also under control and the
- exchange rate of the new currency has remained stable in 1996. This fragile progress is, however,
threatened by the dramatic situation in public finances, caused by a collapse in revenues. -Since its
independence, mainly to finance imports, Georgia has accumulated a huge foreign debt, estimated at

. some US$ 1.2 billion by end 1995 (44.7% of GDP), the main part of which represents payments.

. arrears. Being ‘unable to hénour 1ts debt repayments, Georgia has reached reschedulmo
understandmgs with some of its credltors (mainly Turkmenistan). The country has also been in
.+, arrears on payments towards the EU since April 1994 and cannot envisage a solution to these arrears
- on its own. The approval by the IMF Board in February 1996 of a 3-year ESAF- supported -£CONOMic
programme should however contribute to accelerate the pace of reforms and to imprové the general.
~_economic situation- 1n the med1um term. On the political” side, the Abknazra problem 1s also a
negatlve factor. T o - S :

MO'LDOVA’

Havmg been consrdered for long as a relative success story, Moldova s economic and structural -
reforms performances have fallen short of expectations recently. If inflation remains under -control
' (9% for the first 8 months of 1996), a modest growth in GDP of some 3% is expected for this year.
~ The fiscal- performance has been badly influenced by the _weakness of tax collection, but several
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_ correctlve measures have been implemented in 1996 to tackle this problem. Moldova's forexgn debt is
expected to reach some US$ 700 million by end-1996 (some 32% of GDP) and is mainly due to the

IFI's. Important . structural reforms are still expected in key sectors such as privatization of

- agriculture and restructuring of enterprise and energy sectors. The approval by the IMF Board in -

May 1996 of a 3-year EFF-supported economic programme, combined with a World Bank "Country
"assistance strategy" (CAS) programme, adopted in Apnl 1996, should contribute to accelerate the
" pace of reforms and to improve the general economic situation in the medium-term. Politically,

. although the issue. of the proclaimed Dniestr Republic - part of Moldova s territory -"is complex, it B

does not con51derably influence the overall risk assessment,

) TA.]IKISTAN

>

e The security situation in Tajrklstan seefns to have deteriorated and the recent developments. in

' Afghanistan could affect the Tajik Government's relations with the Tajik opposition based abroad. -
The 1996 macro-economic developments have been positive so far with fast reduction of monthly -

inflation (4 % in. September), satisfactory budgetary revenues and credit and- monetary policies still.
on-track, and slightly positive trade balance. However, GDP has contlnued to fall (around 10%).
Moreover, the cotton harvest and budgetary expenditures (in -particular defence and capital

expenditures) are sources of concern. Enterprises privatization has been slow, but land reform has
been proceeding faster. At end.1995, the external debt of Tajikistan (US$ 800 million) exceeded the

. country's GDP' (150%), ‘while forelgn exchange reserves covered less than 1 week of imports.

Several credltors have agreed to reschedule the debt fallmg due in 1996, while others are still .
negotiating. An additional rescheduling of debt service payments will be necessary to fill the residual .

. ™financing gap pro;ected for 1997. The conclusion of a Stand- By ‘Arrangement in early 1997 will
_depend on the progress in the current- IMF programme.

.

" *TURKMENISTAN

The political situation in Turkmenistan, aithough complex, seems stable. The country's' economic

development remains heavily influenced by the inability of its largest customers t0 pay and by
Russia’s and Iran's uriwillingness with respect to the transportation of gas. Output is expected to
.. increase strongly in 1996 owing to extra gas shipments but the overall economic situation remains

- weak. Monthly inflation, which fell from about 30 % in late 1995 to 3.5 % in July 1996, was picking
up at a level of 10 % in August.owing to excessive credit to the economy. The budget situation has

not improved as a result of recurrent non-payments for gas deliveries. The large trade surplus of the
balance of payments partly corresponds to credits to its customers. The still very high level of foreign . .

" exchange reserves (9 months of imports) can be used to meet the substantial external obligations
falling due. Turkmenistan's government has been reluctant to move rapidly on structural reform,

- although recent declarations seem to indicate a change of attitude.
Il
UKRAINE - o o R N

3.

Ukraine’s l’lSk is slowly diminishing, but it remains high. Economic COIldlthIlS are 1mprovmg

gradually. Inflation has-declined further i in the course of 1996, but GDP. contmues to contract even'if -

at a lower rate (estimated decline of 8% in 1996). Since the adoption of the new SBA in May of this
~year, financial pohcles have been relatively tlght This is especially true for monetary- policy.

However, there are strong pressures on the budget (1mportant wage arrears, demands for support of

coal mines; etc.); and a loosening of fiscal policies remains'a major risk..On 2 September 1996 the
new national currency, hryvnia, was introduced. Given the announcement of a number of restrictive

measures in the context of the currency reform the NBU had to intervene ‘heavily in the forelgn
, Ty = ‘
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exchange market to keep the exchange rate stable, thereby loosmg substantial reserves (the level is
below 1 month of imports). The polmcal risk remains high. On the one hand, there is an ongoing
struggle between pro-reform forces in the government, also backed by the President, and
conservative anti-reform forces, including the majority of the Ukrainian Parliament. On the other
hand, there are unsolved rssues w1th Russia regarding for mstance the Black.Sea Fleet and trade
issues. :

¢

For next year, the’ external financial situation remains trght Although the export performance is
strong and the services balances positive the current account deficit is expected to remain at over
USS$ 1 bn and to decline somewhat in % of GDP. Capital inflows, investment and long-term credits
- are expected to leave a financing gap of almost US$ 2 bn that cannot. fully be covered by IMF and
. World Bank ﬁnancmg (of some USS$ 1.5 bn). No dramatrc changes in debt and debt-service ratios are-
expected : : : : .

UZBEKISTAN

Provrded new developments in Afghamstan do not significantly mﬂuence the Central Asian region,
- the Uzbek authorities, in spite of slow institutional reforms, are expected to maintairi political and
social stability and play a leading and constructive role in Central Asian politics. Bolstered by cotton,
gold.and oil revenues, Uzbek GDP in.recent years has shrunk much less than in most CIS countries,
and, with significant foreign investments and the energy sector still expanding, output is projected to
stabilize in 1996. Fiscal and monetary tightening since mid-1994 brought abouta- sharp drop in.
monthly inflation from 100 % in 1994 to around 2 % in March 1996. The budget deficit, already
“smaller (4 % of GDP) in 1995, is expected to improve further in 1996. In 1995, the current account -
showed a deficit of 0.5 % of GDP, while the country was- bu1ldmg up foreign exchange reserves (6
" months' imports). The current account deficit is expected to widen slightly in 1996/ 1997 and to
.decline by 2000. The external debt service/exports ratio is expected to remain comfortable. While the
" Som remained stable for most 1995 and 1996, it has been under increasing pressure from August
1996 as a result of big rise in trade, fall in the price of cotton and bad harvests. As the Governmént
_ has until now refused to use its sizeable hard currency reserves, Uzbekistan is hit by shortage of hard -

. currency which could hamper- further development of foreign trade. Economic and structural reforms

in Uzbekistan, although introduced cautiously, have, with IMF and World Bank support, intensified
lately, with progress in a wide range of areas: liberalization of prices; domestic trade, foreign trade
" and currency regxme The creation of SMEs has accelerated and. the -country is open-to foreign
~ investment. ‘

. IV. MEDITERRANEAN COUNTRIES

ALGERIA

~Algerian country risk remains high. The political situation and the security- problems continue to
hinder the pace of structural reform and the development of a dynamic private economy. The .
macroeconomic ‘improvement achieved under the IMF-supported programme implemented since
- 1994 has recently been strengthened by an up-swing in oil prices. However, unemployment remains
above 20% and the most sensitive areas for crucial microeconomic reform (agriculture and public .
_ enterprise restructunng) still have to be tackled. Given limited. structural change, both the fiscal and

. the external accounts remain vulnerable to the future vagaries of the oil price. The overall external’

position has improved but remains fragile with no access to the international capital market;
negligible FDI and a persisting deficit in the overall balance of payments. External viability .is
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. achleved only through the support of the multilateral institutions and the debt reschedulmg agreed
with the London and Paris Clubs (endmg in 1998)

" ISRAEL

The risk assessment for Israel has deteriorated somewhat reflecting the stalemate in the Middle East
peace process, rising budget and current account deficits and inflationary pressures in the context of
an overheating economy. These negative developments are only compensated in part by the approval -
by the Netanyahu government of expenditure cuts of Sk 4.9 bn to the 1997 budget deficit, its

simultaneous adoption of a stringent multi-year deficit reduction plan and its commitment to

accelerate privatization and other structural reforms. While Israel has a high gross foreign debt and a
considerable political risk, the country-risk evaluation benefits from the implicit guarantee provided
by the US's economic and polltlcal support.
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| 1.  EXPLANATORY NOTES ON THE SITUATION OF RISKS COVERED BY
THE COMMUNITY BUDGET

‘LA. Tables1to3 o e . ,

The purpose of Tables to3isto show the outstandmg amount of guarantees and annual

repayments of capital and interest in respect of borrowing and lending operatlons 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, in particular, it is not

certain that all the operations described will actually be disbursed. '

I A 1 Authorized ceiling (T able 1)

- This is the aggregate of the maxxmum amounts of capltal authorized (cellmgs) for each»
operation decnded by the Counc1l

In order to relate it to the risk which the budget might have to cover, account should be taken
of the fo]lowmg factors which could affect it:

Factor increasing the risk: the interest on n the loans must be added.to the authorized ceiling

Factors reducing the risk;

— limitation of the uuarantee given to the EIB to 75% of the loans signed in the
Mediterranean countries; . : -

- operations already repaid, since the ameunts concerned, except in the case of balance of
payments support, are the maximum amount of loans granted and not outstandmo
amounts authorized, ‘

~

— the amounts authorized are not necessarily taken up in full

LA.2. Caﬁial outstanding ( Table 1)

This is the amount of capital still to be repald on a given date in respect of operations
dlsbursed

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.

Y
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LA.3. Annual rlsk ( Tables 2 and 3)
Estrmated amount of pnncrpal and 1nterest due each ﬁnancral year ’
This amount is calculated for:

" a) disbnr,sements_ alone (Table 2), in which case the capitaltto be repaid corresponds to the
~ amount outstanding;' . v

_b) dlsbursements dec1srons still awaltmg dlsbursement and Commlssron proposals still
awaiting decisions (Table 3),.in which case the capital to be repald corresponds to. the
ceiling on loans authorized plus, where applicable, the amounts in respect of operations
proposed by the Commission and not yet decrded

I.B. . Loan operations eovered by a budget guarantee

The budgetary authority authorized 31 headmgs with token entnes in the 1996 budget to
cover any payment of guarantees. These headrngs can be divided into three categories:
borrowing and lending within the Community, borrowrng and lendmg outside the Community -
and guarantees glven to financial institutions. :

LB.1 . Borrowings to be on-lent within the Community
IB.1.1 Community borrowing operations to provide balance-of-payments support

The Community i$ authorized to borrow on the caprtal markets or from financial institutions-
~ and make the sums raised available to Member States expenencmg temporary balance of-
‘payments drfﬁcultles . '

The outstandmg amount of loans granted to Member States for this purpose may not exceed
-ECU 14 billion in pnnc1pal : :

At 30 June 1996 there was one operation in respect ‘of Greece under thedeci_sion of -
4 March 1991 and one operation in respect of Italy under the decision of 18 January 1993. .

- LB.1..2 Euratom borrowing operations

In 1977 the Commission was empowered fo borrow ﬁlnds 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 borrowings authorized is ECU 4 billion, of which ECU 500 million
" was authorized by the 1977 decision, ECU 500 million in 1980, ECU 1 billion in 1982,
- ECU 1 billion in 1985 and ECU 1 billion in 1990.- The amount borrowed comes to around :
ECU 2 900 million, leaving ECU 1 100-million Wthh may still be raised.
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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 stations in the countries of Central and Eastern Europe and in the

CIS.

"The Council adopted a decision to thrs eﬁ‘ect on 21 March 1994 (see Part II - Loans raised -
for non-Community countries). _

I B 1..3 Borrowing operationsfor the promotion of investment in the Community

The Commission was empowered by a Council Decrsron of 16 October 1978 to borrow ﬁmds
"~ to be used to promote mvestment in the Cornmumty (New Community Instrument)

The authonzed borrowing ceiling was fixed at ECU 1 brlhon by the Decision of
16 October 1978 and was then raised by ECU 1 billion by the Decision of 1 5 March 1982.

The ceiling was further raised by ECU 3 billion by the Decision of 19 April 1983 and by
ECU 750 million by the Decision of 9 March 1987. i

The proceeds of the operations are paid 'out in the form of loans granted by the EIB, acting
" for the Commission, to finance investment projects which contribute to greater convergence
and growing integration and are consistent with the 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 businesses
was also made a priority objective by the Decision of 26 April 1982.

A Dec1sron of 20 January 1981 also empowered the Commumty to contract loans in order to
~ provide exceptional aid of ECU 1 billion to the regions of Italy affected by the earthquake of

‘Novemnber 1980. A similar decision involving ECU 80 million was adopted on
14 December 1981 for the regions affected by the earthquakes in Greece in February/March
1981.

The maximum amount of borrowings authorized thus comes to ECU 6 830 million.

The risk is spread over a large number of borrowers. In addition, most of the loans are global .. .
loans to financial institutions which guarantee repayment of the funds. '

Every year the EIB provides the Commission with a list of debtors who, according to its
information, risk defaulting in the coming year. So far, no names have appeared on this list.

I.B.2. Loans raised for on-lending to non-Community countries

»AI.B.2.. 1. Euratom borrowing‘s for certain non-Community’countries

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 required

for improving the degree of safety and eﬁicrency of nuclear power stations in certain
non-member countries.
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This Decision will allow a considerable proportion of Euratom's available borrowing capacity

| (some ECU 1 100 million) to be used to finance projects. For these projects to be- ellglble ’
\they must relate to: |~ - .

- nuclear power statlons or mstallatlons in the nuclear ﬁlel cycle whlch are m semce or
under construction; - : o

' - or to the dlsmantlmg of mstallatlons whlch cannot be brought up ‘to standard for»

* technical.or economlc reasons

" The followmg non-member countnes quahfy

«Repubhc of Bulgana
Republic of Hungary

" Republic of Lithuania -

© Romania "

" Republic of Slovenia

- Czech Republic .
Slovak Republic.
Russian Federation -
Republic of Armenia -~
Ukraine

The idea of mtematlonal financial aid for the closure of the Chemobyl 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 on7 and 8 July 1994

N

1B.2.2 Programme of borrowmgs contracted by the' Commumty. '.t prov1d o

: macroﬁnanelal assistance to the countrles -of Central and Eastem Europé = -

. “UHunga'ry
- Hungaryl - . ”/‘

,[\ S

In 1990 the -Community- granted Hungary a medlum-term loan of up to ECU 870 rmlhon in
- principal for a maximum of five years. The loan is intended to facilitate the adjustment of the
- Hungarian economy in a way which will enable it to derlve a.ll the benefits of a market—based

economy It is being, made available in tranches

lThe ﬁrst tranche of ECU 350 mllhon 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.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 interest, which is at Vaﬁable'rates ispayable half-yearly

Hungary repald the first tranche of ECU 350 rmlhon in ﬁ]ll on 20 Apnl 1995 The second, ‘
tranche of ECU 260 mllhon was repald on 20 Apnl 1996 )
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Hungary II | |
As the break-up of the Council for Mutual Economic ‘Assistance (Comecon) -and the Gulf

.. crisis threatened to compromise the initial encouraging results of the reforms undertaken, the

Council decided in June 1991 to grant additional macrofinancial assistance to Hungary in the
form of a loan of ECU 180 million under a general G-24 programme of financial assistance.

The first tranche of ECU 100 million was paid on 14 August 1991. It will be repaid in one
instalment after seven years and interest, which is at variable rates, is payable half-yearly. The
second tranche of ECU 80 million was paid on 15 January 1993. It will be repa:d in
January 1997 a.nd interest, which is at a fixed rate, is payable annually. ‘

.. Czech Republic and Sloyak Republic

- As part of G—24_‘s overall- financial assistance, the Commission, on behalf of the

Community, was empowered to borrow, in two tranches,r 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 cf ECU 185 million was'paid on'14 Aughst 1991. It will be repaid in

one instalment after seven years, and interest, which is at variable rates, is payable
half—yearly. :

‘The second tranche of ECU 190 million was paid on 2 March 1992 and will be repaid
“inone mstalment after six years.

- Followmg the division of Czechoslovakla into the Czech Republic and the. Slovak

"Republic on 1 January 1993, the Commission proposed that the loan be divided
between the two Republlcs

- AUnder the Council decision of 24 January 1994, two thirds - of the loarl .
) - ECU 250 million - will be for the Czech Republic and one third - ECU 125 rmlhon -
- for the Slovak Republic. l

- Slovak Repubhc

" As pan of the ﬁnancnal assxstance for the Slovak Republic, the Comrmssnon, on behalf
of the Community, was empowered by a Council decision 94/939/EC - 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. '
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Because of the improvement in the macroeconomic situation and, in particular, the.
. Slovak Repubhcs balance of payments and currency reserves and its access to,
.. international private capital markets, the Slovak authorities stated in April 1995 that
they would no longer be calhng on the aid granted by the IMF under the stand-by\ .
agreement to support the countrys balance of payments .

With the IMF stand-by arrangement expmn’g and the Slovak authorities not being
prepared to agree on the economic policy measures to be attached to the
* implementation of the EU loan facility, the Commission thereforeé submitted to the
+ Council a proposal cancelling Decision 94/939/EC of 22 December 1994 in line with
the conclusions to be drawn for the Commumty This decxsron was repealed by the
Council Demsron of 25 July 1996.

* Bulgaria :
Bulgaial - SN
As part of G-24's overall financial assistance, the Commission, on behalf of the Commumty,

- 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 Bulgana '

. The first tranche of ECU 150 million ‘was paid to Bulgana on 14 Au'gust 1991. Tt will be )
repaid in one instalment after seven years, and interest, which is at variable rates, is payable
half—-yearly : ' -

| ‘The second tranche of ECU 140 mllhon was pald on 2 March 1992 and will be repard in one.
N 1nsta1ment aﬁer five years. Interest Wthh is at vanable rates is payable half-yearly

‘Buig 2 ll E - R

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 miltion in two- tranches for a maximum period of seven .

~ years. The proceeds of this operanon were to be on-{ent to Bulgana Because of delays inthe -
" process of economic reform in Bulgana nnplementatxon of this operation was deferred until

" December 1994 when the first tranche of ECU 70 million was finally paid. It will be repaid in A

‘one instalment on- 7 December 2001 and the mterest whrch is at vanable rates, 1s payable -
half—yearly : :

L ~Romania
Romanial .

As part of G—24 s overall, ﬁnanc:1a1 assistance, the Commission; on behalf of the Community,
was empowered to borrow ECU 375 mllhon in two tranches for a maximum period of seven

o years. The proceeds of this operatlon were to be on—lent on the same terms to Romama

‘'The first tranche of ECU 190 million 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 which is at variable rates; .
is payable half—yearly
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The second tranche of ECU 185 million for a term of six years was pard in Apnl 1992 and |
- will be repaid in one instalment on 18 March 1998.. Interest, which is at variable rates is

payable half-yearly
, Romama II

_ As part of G-24's new aid, the Commission; on behalf of the Commumty, was- ernpowered to
borrow ECU 80 million for a maximum period of seven years. The proceeds of thrs operatron
were to be on—lent on the same terms to Romania.

The loan was paid out in a singlé tranche on 26 February 19§3. It will be repaid in one * -
instalment on 26 February 2000, and interest is payable half-yearly.

Romania T

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
penod of seven years “The proceeds of this operation are to be on-lent on the same terms to
Romania. ' _

The ﬁrst tranche of ECUS55million for a term of seven years was paid on
20 November 1995 Tt will be repaid in one instalment on 20 November. 2002 and interest,
which is at vanable rates, is payable half- yearly

The second tranche had not yet been paid at 30 .Tune 1996. -

I.B. 2 3 Borrowings contracted by the Cdmmumty to grant macrofinancial assrstance to
: the new independent States of the former Soviet Umon . :

. Medium—ter_m loan of ECU 1 250 rnillion

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 Community and Eastern Europe for a maximum period of _
three years.

~ After the Sovret Union broke up, the loan was d1v1ded between the various new mdependent
States at the begmmng of 1992. .

Loan contracts 51g‘ged 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;
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- : w1th Ukrame (ECU 130 mrlhon) on:13 July 1992;

with Belarus. GECU 102 million), Tajlklstan (ECU 55 m1ll10n) and Georgia R
(ECU 70 million) on 24 July 1992; S -

- with Russxa (ECU 150 mllllon) on 9,Septeniber 1992;

. with Russia (ECU 349 million) on 9 December 1992;

with Kazakhstan (ECU 25 million) on 15 December 1992.

Loan’ contracts sigr_r'e'd on the basis:of the amended breakdown

Some loan contracts were also 51gned in 1993 after the 1mt1al breakdown of the total amount
. of the loan had been changed:- : »

'On 5 May 1993 two- further contracts were 31gned wrth Armema (ECU 20 mrlhon)
and Georgia (ECU 10 million). The amount- represented by these two. loans: had
ongmally been allocated to Kazakhstan. ' . o

. On 6 December 1993 a further loan contract of ECU 40 rmllron was 51gned with

Georgla Tms loan was financed by reducmg Uzbekrstans allocatron

On 14 September 1994 a contract for ECU »59-mllllon was 'srgned w1th lsz'ekistan.

‘On 12 October 1994 a contract for ECU 68 mrlhon was srgned wrth Azerbauan
Utlhzatron of 1 the ECU 1 250 million loan " '

Actual utilization at

1 Loans Inmal breakdown (1992) - Breakdown at 30.6.1996
I I . - _ : 306199
‘| Ameniaa 38 - 38 - 379
| Ameniab ‘ 20 - 196,
Azetbaijan * " 68 "~ 68 ‘503
Belarus . 102 - 1005 1005
| Georgiaa 70 70 694
| Georgiab . 10 88
Georgla ¢ _ S 40 - 341
| Kazakhstan a 5. - 5 249
* Kazakhstan b 0 - -
| Kyrgyzstan 32 - 237 C27
Moldova 27 - 27 - 270 .
Russiaa 150 © 729 700 -
Russiab © 349 349 -+ 2997
| Tajikistan_ 55 55 54,5
“| Turkmenistan 45 45 449
Ukraine - 130 1298 1298
Uzbekistan- 129 59 . 588 -
Total . 1250 11329 - 10539

At 30 June 1996 the amount of loans actuallyA being lrsed' came to ECU{l_053.9 .rnillion_.

Al
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Schedule for the repayment of capital and the payment of outstanding interest.

_The schedules for the repayment of capital and the payment of outstanding interest for this
operation vary according to the date on which the loan contract was srgned and the amount

of the loan:.

- Georgia (ECU 40 million):
- interest on 15 January 1997
- capital on 15 January 1997.
- Azerbaijan and Uzbekistan:
- interest on 28 March and 28 September
- capital on 28 September 1997.

At 30 June 1996 Georgia, Armema, Turkmenistan and Tajikistan had defaulted on pnncrpal
and interest totalling ECU 243 .81 million (see Part Two, Section IV - Act1vat1on of budget
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 Community, was empowered by a decision of 13 June 1994 to
borrow ECU 45 million in two tranches for a-maximum period of ten years. The proceeds of
this operatlon were to be on-lent on the same terms to Moldova. : ‘

- The first tranche 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. .

The second tranche of ECU 20 million for a term of ten years was paid on 8 August 1995.
The loan is to be repaid in five equal annual instalments from the sixth year onwards. The full .
loan wili have been pald by 8 August 2005. The mterest which is at varlable rates, is payable .
half-yearly. : ‘

- Macrofinancial assistance for Ukr_aine '

As part of the overall aid programme for Ukraine, the Commission, on behalf of the
Community, was empowered by the Council Decision of 22 December 1994 to borrow
ECU 85 million for a maximum period of ten years. The proceeds of this operatlon are to be
on—lent to Ukraine in one tranche. »

The loan was paid-in one tranche on 28 December 1995. The loan is to be repaid in five equal -

annual instalments from the sixth year onwards. The full loan will have been paid by 28
December 2005. The interest, which is at variable rates, is payable half-yearly.

‘Ukraine IT

As part of an overall aid programme for Ukraine, the Council Decision of 23 October 1995
empowered the Commission, on behalf of the Community, to borrow ECU 200 million for a
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" maximum penod of ten years. The proceeds of thts operation are to be on-lent to Ukrarne in

‘two tranches.
At 30 June 1996 the first tranche had not yet been paid. -

. ‘Macroﬁnancial assistance for BeIarus -

As part of the overall a1d programme for BeIarus the Comrmss1on, on behalf of the L

Community, was empowered by -the Council decrslon of- 10 April 1995 to borrow up to -
ECU 75 million for a maximum penod of ten years ‘The prooeeds of thlS operatlon were to-
be on-lent in two tranches. - :

» :ECU 55 mllhon of the ECU 75 mrlhon loan has been commrtted As the countrys €conomic
- situation is better than mltrally forecast by the IMF the remalmng ECU 20 mﬂhon will not be
Cpaid. . o o _ ,

The first tranche of ECU 30 mllhon was pa1d on 28 December 1995 and is to be repaid in ﬁve' :
* equal annual instalments from the srxth year onwards. The full loan will have been paid by. 28 .
: December 2005. The mterest wh1ch is at vanabie rates is payable ha]f-yearly

1B.2.4 Borrowings contracted b -the Commumt to grant macrofinancial .a‘SSis‘tance:t‘o‘
- the Baltic States ' . : L ,

‘As part of the G-24's overall programme of ﬁnancral assrstance for these three countnes the :
,Comrmssmn, on behalf of the Community, was empowered to borrow ECU 220 million for a
period of seven years. The proceeds of thrs operatron were to be on-lent on similar terms in '
two tranches: -

—

S E_CU 40'1rriI]jon for Estonia;
. = ECU 80 million for Latvia; )
- ECU 100. miliion for Lithuania.

The first tranches of the loan for Estoma (ECU 20 mﬂhon) and for Latvia (ECU 40 mrlhon)_ -
. were paid on 31 March 1993. The loans are to be repaid i in one instalment on 31 March 2000
- and interest, which is. at vanable ‘rates; - is payable half- yearly every 31 March and :
30 September : s .

: The first tranche of ECU 50 nnlhon for thhuama was pald on 27 July 1993 it.is to be repand
in one instalment on 27 July 2000 and mterest whrch is. at a fixed rate 1is payable annua]ly
every 27 July :

" Half of the second tranche ie. ECU 25 mrlhon of the ECU 50 nnlhon planned ‘was pard to

~ Lithuania on 16 August 1995, it is to be repaid in one instalment on 16 August 2002 and . -

interest, whrch is ata variable rate, is payable half-yearly every 16 February and 16 August

’I B 2 5 Borrowmgs contracted by the Commumty to grant macroﬁnancral a351stance to
‘ “the’ Medlterranean countrles : . _
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. Israel °

As part of the ﬁnanctal assistance agreed for Israel and - the population of the occupxed
territories, the Commission was empowered in June 1991 to borrow, on behalf of the
Community, ECU 160 million in one tranche for a period of seven years. The proceeds were
" to be paid out to Israel on the same terms and are accompanied by an interest subsrdy of

ECU 27.5 million paid from the Commumty budget

This operatron started on 2March 1992. The borrowmg is to be repald in “full on
.15 December 1997. .

At 30 June 1996 the amount outstandmg on the borrowmgs for Israel came to -
- ECU 160 million. :

\ . AIgen'a :

In September 1991 the Commission, on behalf of the Community, was empowered to borrow
-ECU 400 million in two tranches for a maximum period of seven years. ‘The proceeds of thls
- operation were to be on-lent on the same terms to Algena : . S

A bridging loan was - granted on 23 December 1991 to cover the first tranche of
. ECU 250 million and was repald from the net proceeds of the borrowmg contracted on
14 January 1992 for a period of six years -

AThe loan is to be repard in one 1nstalment on 15 December 1997 and mterest 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 prograrnme and was not made until’ August 1994 when the

. process of structural adjustment resumed. The lean is to be repard 1n full on 17 August 2001 :
' __and interest is payable annually every 17 August

" In December 1994 the Council decided to grant Algena further macroﬁnanc1al 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 on—lent to

.. Algeria in two tranches.

The first tranche of ECU100million for a -term of seven years was paid on
27 November 1995. 1t is to be repaid in one instalment on 27 'November 2002 and interest,
- which is at a variable rate is payable half- yearly

o I.B'.3. C’ommunhy guarantee to non-’COmmuniry countries

: ‘I.B.3..i ‘Breakdown by @ogranhical area

- * European. Investment Bank loans to Medrterranean countrres guaranteed by the
' general budget.
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.A Under-the terms of the Councrl Decision of 8 March 1977, the Cornrnumty guarantees loans _
to be granted by the European Investment Bank as part of the Commumty's ﬁnancral"
mrmtments towards the Medlterranean countnes

‘ Thrs decision was the basis for the contract of guarantee signed by the European Economic

- Community and the European -Investment Bank on 30 October 1978 in Brussels and
10 November 1978 in Luxembourg mtroducmg a global guarantee of 75% on all credit lines
made available for loans in the following countries: Portugal (Financial Protocol, | pre- _
accession aid), Greece, Spain (financial cooperation), Malta, Tunisia, Algeria, Morocco
.Turkey, Cyprus Egypt, Jordan, Syna, Israel, Yugoslavra and Lebanon o .

'In addltron, by way of exception, a 100% guarantee covers loans allocated for emergency aid
to Portugal in accordance with the’ Councﬂ Decrslon of 7 October 1975

A new extensron of the contract of guarantee is estabhshed for each new Fmancral Protocol

‘The loans authonzed at 30 June 1996 total ECU 7 862 million, of which ECU 1 500 million

- isfor Spain, Greece and Portugal and ECU 6 362 million for the non-merniber Mediterranean

countries. At 30 June 1996 the total of outstanding loans came to ECU 2 066 million (taking

- account of the 75% limit), of which ECU 346 million was accounted for by Spain, Greece

.and Portugal and ECU 1720 rmlhon by the non—membe1 Medrterranean countries.

" There is also provision for EIB loans out31de these protocols under Councﬂ Regulatron :
(EEC) No 1763/92 of 29 June 1992 concermng financial cooperatlon in respect of all -
, Medlterranean non—member countrles : A

‘EIB loans under this operatron must not exceed ECU 1 800 rmlhon A 7 5% overall guarantee ‘
- is prov1ded L

. - At 30 June 1996 ECU 1396. 5 mrlhon had been made avarlable of thls total ECU 261 rmlhon '

' : had been pa1d this ﬁgure corresponds to the amount currently outstandmg
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At 30 06. 96 the breakdown of authonzatlons by country (non—-member countries only) was

as follows:
Co ECU million
Loans authorized
" Algeria 640
Cyprus 142
Egypt 802
Israel -~ 215
Jordan 198
Lebanon 222
Malta 85
Morocco 517
_ Slovenia. * 150
Syria 323
Tunisia 418 -
Turkey = - 90
Yugoslavia“_J ' 760
Pratocols - Total 4562
Horizontal financial cooperation 1 800 -
" Mediterranean - Total 6 362

The loans are generally for 15 years wrth 3 to 4-year periods of grace on capital
- repayments _ o ‘

* Loans granted by the European Investment Bank in countries of Central and Eastern
Earope . - - '

o In respense to a call made by the Council on 9 October 1989, the Roard cf 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 authority extended this 100% guarantee to loans made in

Czechoslovakia, Bulgaria and Romania up to a maximum of ECU 700 million.

The extension of the contract of guarantee was sig‘ned on 31 July 1991.

On 23 October 1992 the Commission 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, thrs was approved by the budgetary authority in its decision of
15 March 1993. ‘

The overall ceiling on. loans which - the EIB may grant in these countries was set at

- ECU 200 million for a penod of three years.

10 The second protocol with Yugoslavia was suspended when ECU 100 milfion of credits could still be granted.

~
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On 18 December 1992 the Commission also proposed the extension of this 100% guarantee
“to losses rncurred by the EIB as a result of Ioans 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 to a maximum of ECU 3 billion. -

The contract of guarantee was srgned on 22 July 1994 in Brussels and on 12 August, 1994 in
Luxembourg

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

< At 30 June 1996 ECU 3 646 mrllron had been made avallable in the Central and Eastem.

g European countries but only ECU 1 055 rmlllon had been drsbursed

~*  Loans granted by the 'European Investment Bank n other non-member countries

At its meetmg of: 19 May 1992 the Councrl (Economic and Financial Aﬂ‘alrs) adopted the. .
" guidelines proposed by the Commission for the extension of EIB activities outside the

Community and asked it to grant loans in accordance with its Statute and its usual criteria to . . -

projects of mutual interest in certain non-member countries (the developlng countries of Asia
and Lat1n Amenca) with whrch the Commumty has concluded cooperatron agreements

An overall limit of ECU 250 mrlhon per year has been set for a 3—year penod ‘this cedmg will
be reviewed at the end of the penod

proposal for a- decrsron to this effect on3 June 1992 The formal Council Decrsron followed
on 15 February 1993. The contract of guarantee between the Commumty and the EIB was
srgned on4 November 1993.in Brussels and on 17 November 1993 in Luxembourg

At 30 June 1996 credit lines of ECU 647 rmllron had been srgned but only ECU 191 rmlhon
had been drsbursed

* Loans granted by the European Investment Bank in South Afnca
At its meetmo of 1 June 1995 the Council adopted the guldelmes proposed by the
Commission for the extension of EIB activities to South Affica and asked it to grant loans in

accordance w1th its"Statute and its usual cntena to projects of mutual interest in that country

An overall hmlt of ECU 300 mrlllon has been set for a two—year penod Wthh could be .

| _ extended to two andahalfyears : A P -

These loans benefit from 100% Community budget guarantees The Commission presented a-.
proposal for ‘a decision to.this effect on 5 December 1994. The formal Council Decision

. followed on .1 June 1995: The contract of guarantee between the Community and the EIB

was s1gned on 4 October 1995 in Brussels and on 16 October 1995 in Luxembourg. .

t

I3 - Cl .
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At 30 June 1996 credit lines of ECU 101 million had been s1gned but no amounts had been
disbursed. _

LB.3. 2- Expected si'gnature and.disbursement of EIB loan '. _

The EIB has supplied the figures used for calculation of the assumptions made for drawmg up
Table 3 (EIB loans to non-member countries from its own resources) ‘

Expected si tures
Mediterranean countries

At-30 June 1996 a total of ECU 1 007.5 million was still awaiting signature under current and
former mandates (ECU 1 234.5 million, less ECU 227 million for the remainder from the first
and second . protocols with Yugoslavia which will no . longer be signed). Some
ECU 460 million of this amount could be signed in the second ha]f of 1996 and some
ECU 320 mﬂhon in 1997.

‘It is assumed that half of the ECU 225 million under the third and fourth protocols with Syna N
" will be signed i in 1996 and half in 1997 however, this assumption is very uncertain.

Central and gaétem Europe

At 30 June 1996 a total of ECU 1 054 million was still awaiting signature under current and

former mandntes less ECU 52.8 million for the remainder from the first terms of reference
which will no longer be signed, leavmg ECU 1 001.2 million actually to be srgned in the
second half of 1996.

~ Asia and Latin America

At 30 June 1996 a total of ECU 98 million was still awaiting signature under the first
mandates. Sgme ECU 45 million could be srgned in the second half of 1996 and the
. remainder in 1997 o -

South Afn'ca '

- At 30 June 1996 a total of ECU 199 million was still awaiting signature under -the first
mandates. Some ECU 120 million could be signed in the second half of 1996 and the
remamder in 1997. :

" Disbursement forecasts
As'regards disbursement of the loans still awaiting signature, it is assumed that nothing will be

~ paid in the year of signature, 10% in the second year, 25% a year between the third and ﬁﬁh .
years and 15% in the sixth year :
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At 30 June 1996 ECU 5 252 4 million strll had to be drsbursed agamst loans srgned at that
date The total breaks down as follows 1

| Medteranean | ECU21045 mlllibh
| Ceral and Eastem Euope | ECU 2696.7 milion_

| Asiaand Latin America “ECU  450.2 million
| SouthAfica . ECU 101.0 million

- LC.- Payment of the budget guarantee

I C 1. Borrowmg/lendmg operatlons

 In this type of operatlon, the Community borrows on the ﬁnancral market and on-lends the' .
. proceeds (at the same rate and for the same term) to Member States (balance of payments),
non-member countnes (medxum-term fmanc1a1 assistance) or ﬁrms (NCI Euratom).-

The loan repayments are scheduled to match the- repayments of the borrowmgs due from the

'Community. If the recipient of the loan is late in making a repayment, the. Commrssron must -

draw on its resources to repay the borrowmg on the due date

The funds needed to pay- the budget guarantee in the event of late payment by the recrprent of

- a loan granted by the Commumty are rarsed as follows:

@

The amount requrred may be taken prowsronally from cash resources in accordance -
with Article 12 of Council Regulation No 1552/89 of 29 May 1989 unplementmg

- Decision 88/376/EEC Euratom on the system of the Communities' own resources.

_ This method is used so that the Community can immediately repay the borrowing on
3 the date scheduled n the event of late payment by the recipient of theloan.

®

Ifthe delay extends to three months after the due date the Cormmssmn draws ¢
the Guarantee Fund to cover the default. The ﬁmds obtamed are used to replemsh ,

. the Commrsswns cash resources.

| ©

. @

The transfer procedure can be used to prov1de the budget headmg with the
appropriations needed to .cover-the default; any margin- available in the - guarantee
reserve is drawn on first. This method is ‘used when there are insufficient- °

' appropriations in the Guarantee Fund and ‘must be authonzed in advance by the ’
" budgetary authonity. ' .-

The re-use of amounts repard by debtors who have defaulted, leading:to actlvatron

" of the Community guarantee, allows payments to be made within a short perlod of

time always providing, of course, that there are recovered funds available.

Based on a worklng assumpuon that 25% of the- Ioan will be dlsbursed every year for four years and that the average lerrn S

. will be fifteen years w1lh a three-year period of grace. '



4“ ‘

' I.C. 2. Guaranteés gi_ven to third 'parties

The loan guarantee ‘is in respect of loans granted by a financial institution such as the
European Investment Bank (EIB). When the recipient of a guaranteed loan fails to make a

payment on the due date, the EIB asks the Community to pay the amourits 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

'requ1red by banking practice and is obhged to demand the payments due after the ‘guarantee
has been activated. _

Since the entry in force of the Regulation establishing a Guarantee Fund for external action,
the provisions of the Agreement between the Community 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 wrthdraw the corresponding amounts from the Guarantee Fund '
‘within three months ‘

 If there are msuﬁicrent resources in the Fund, the procedure used for actrvatmg the guarantee
is the same as for borrowing/lending operations.
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0. IVIETHODOLOGICAL NOTE ON THE ANALYSIS OF u[.': :cul‘vl]\’fUNlTY S
ESTIMATED. LENDING CAPACITY IN RESPECT OF NON-MEMBER
COUNTRIES OVER THE PERIOD 1996-99 UNDER "THE uUARANTEE
FUND IVIECHANISM : . .

L. A Reserve for loan guarantees to non-member countrles (I)

I

- As agreed at the Edmburgh European Councrl the - Interinstitutional Agreement of

29 October 1993 on budgetary - discipline and improvement of the, budgetary procedure
provided for the entry of a reserve for loan guarantees to .non-member countries as a
prov1s10n in the general budget of the European Communities. This reserve is intended to
cover the requirements of the Guarantee Fund and, where necessary, activated guarantees
exceeding the amount available in the Fund, so that these amounts may be charged to the
budget ’ T

" The amount of the guarantee reserve is the same as Jin the financial perspective, Viz.
ECU 300.million at 1992 prices. The amount in the reserve comes to ECU 326 million in - -
: 1996 and ECU 329 mllhon in 1997. : o

The condltlons for the entry, use and ﬁnancmg of the guarantee reserve are 1a1d down in thev
followmg decisions: : :

Councd Decision 94/729/EC of 31 October 1994 on budgetary discipliné-

. Council Regulation (ECSC EC, Euratom) No 2730/94 of31 October 1994 -
amending the Financial Regulation of 21 December 1977 apphcable to. the general 3
budget of the European Communities ° ‘ :

Councnl Dec1sron 94/728/EC of 31 October 1994 on the system of the Commumtles own
- resource :

.[I B Bases for the calculatlon of the provnsmmng of the Guarantee Fund (2)

" The bases for the provisioning of the Fund are calculated by applymg the appropnate rate of
guarantee (75% or 100%): '
to the loan guarantees authorized by the Council and to the loan guarantees proposed' '
or being prepared by the Commission on the basis of the estimates of loan signatures
contained in the financial statements (EIB and Euratom loans); -

" - to the leans (for financial assistance) authorized by the Councnl and to the loans _
' proposed or be1ng prepared by the Commlssxon : , :

The annex to. Coun01l Regulatlon (EC Euratom) No 2728/94 of 31 October 1994
-establlshlng a Guarantee Fund for external actions, which relates. to the arrangements for -
~ payments into the Guarantee Fund states that, in the case of borrowing/lending operations or
guarantees to financial bodies under a framework facility spread over a number of years and
" with a microeconomic and structural purpose, payments into the Fund will be made in-annual
tranches calculated on the basis of the annual amounts indicated.in the financial statement
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attached to the Commrssnon proposal adapted where appropnate in the light of the Councrl
decrsxon :

. For other Community borrowing/lending operations, such as loans for the balance of
payments of third countries, whether made in one or more than one tranche, payments into
the Fund are calculated on the basis of the total amount for the operatlon decrded on by the

Council.

The annex to the Regulation establishing the Guarantee Fund states that, as from the second
year (in the case of operations spread over a number of years), the amounts to be paid into -
the Fund - will be corrected by the difference recorded on 31 December of the previous year
between the estimates that were taken as a basis for the previous payment and the actual
ﬁgure for the loans srgned during that year. Any difference relating to the previous year wrll ,
giveriseto a payment in the following year.

_ . The annex states that, when it starts a payment procedure the Commission will check the
 situation with regard to the performance of the operations which were the subject of previous .
payments and, where the commitment deadlines originally laid down have not been met, will

propose that this will be taken into account in calculating the first payment to be made at the. =~

start of the following ﬁnancral year for operations ah'eady under way.

" In the first half of 1996 the budgetary authority therefore adopted transfer 5/96 to adjust the
amounts_ paid to the Fund and muake the payments corresponding to the annual tranche
* provided for in the financial statements, as it does at the start of every financial year.

IL.C. Basis for the provisioning of the Fund in the event of a part guarantee

For EIB loans covered by an aggregate 75;% guarantee, the Fund is provisioned on the basis
of 100% of the annual forecast of signatures up to a level of 75% of the total amount of _
) ‘operations authonzed :

ILD. Provisioning of the buarantee Fund (3)

~ The amounts paid into the Fund are obtained by applymg the appropnate rate of provisioning
(15% or 14%) to the calculation base set out above. : _ -

The 15% provisionin’g rate 1s applied to loans oranted after guarantees under the Fund have
been-activated and until the amount involved in-the default has been repaid to the Fund.
Article 5 of the Regulation establishing the Guarantee Fund states, "If, as a result of the"
- activation of guarantees following default, resources in the Fund stand below 75% of the
target amount, the rate of provisioning on new operations shall be raised to 15% until the
target amount has once more been reached or, if the default occurs before the target amount
is reached, until the amcunt drawn under the activatlon -of the guarantee has been fully .
restored". :

A 14% provisioning rate is applied to other loans, i.e. the ECU 115 million loan to Syria, the
ECU 750 million in-loans to Asia and Latin America, the ' ECU 3 000 million in loans to
Central and Eastern Europe and the Euratom loans. Pursuant to Arficles 2 and 4 of the
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' ‘Regulatlon establishing the Guarantee Fund the Fund is endowed by payments from the'
- general budget equivalent to 14% of the capltal value of the operations untll it reaches the

- target amount

ILE. Margm remammg in the guarantee reserve (4)

° The margin remaining in.the guarantee reserve is equlvalent to the difference between the
reserve (1) and the headmg for the pr_ovns1on1ng of the Guarantee Fund (3).

II. F Re51dual lendmg capaclty (5)

The re51dua1 lendmg capac1ty is the loan equ1valent of the margin left in the reserve, allowmg
. for the guarantee rates in force. : :
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1. TABLES: COUNTRY-RISK INDICATORS




Country-risk indfc_ators
_ Country: Bulgaria -
1993 1994 1965
- B Preliminary
‘Real GDP growth raie (in %) 15 18 25
Industsial productlon ( % change). -11,8 78. 86
Unemployment rate (end of period) ) ‘ - 164 - 128 e
Inflation rate . . (end of period) 638 - 1219 32,8 —
Exchange rate (Leva per uso) . . . (end of period)} 32,7 66,0 - 707
General government balance (as % of GDP) -10,8 58 5,7
Balance of payments
Exports of G&S (in bn USD) 50 53 70.
- Current account balance (in % of GDP) -12,8 -2,0- -0,4
Net inflcw of foreign direct investment (in mio USD) 40 105 82
Official reserves, |nc|udmg gold. (end of penod) . -
in bn USD 10 1,3 1,5
in months of imports of G&S 2,0 3,0 28
fExiernal debt
" External debt : 125 103 9,4
{in convertible currencies, in bn USD end of penod) . , A GO
Convertible debt service (m bn USD) 16 0,9 08
principal - - o ' N 11 0,5 0,2
interest ’ 0,5 0,5 06
External debt/GDP (%) 1205 130,2 763 .
External debt/exports of G&S (%) ) B 266,5 - 1943 ©134,3
Debt service/exports of G&S (%) ' - 33,0 18,4 114
Arrears (on both interest and principal, in bn usD) - - na. 17,6 00
Debt relief agreements and rescheduling London Club | LondonCiub { = No
: - - . |(roll-overs, and| DDSR (July) )
DDSR agreed | Paris Club
in principle) | resched. (Apr)
Indlcators of EU exposures
EU exposureftotal EU exposure (%, (1; 56 68 .7 | 73
EU exposurefexternal debt (%) 2,8 46 .97
EU exposure/exports of G & S ("4 71 89 77
IMF arrangements —
Type/no - A SBA+STF -
(Date /- ) - (3/94-3/95)
On track/off track - . SBA suspend.
( -/ Date) - “in Sep 94
- Indicatbrs of market’s perceived creditworthines's' . P g
Moodys long- term forelgn curreny rating (end of period) - R Not rated Not rated. Not rated -
S&P long-term foreign currency rating (end of period) ' : Not rated ~ | - Not rated Not rated
Euromoney ) ~ Mar Sep Mar Sep Mar Sep
Position in the rankmg 2 . ‘ " 122 125 8898 | 90 90
(number of countries) - (169) (170) 1 (167 (167) [(187)(181) |
The Institutional Investor . Mar Sep Mar Sep Mar Sep-
Position in the ranking (2) 91 89 91 95 93 94
(number of countries) - ' ] ; o] (2 (133) (135) (135)  [(135) (135)
. Credit rating (3) ' B 189 195 19.8 208 1219 222

Only EiB and BOP loans (outstaﬁdmg disbursements) to CEEC, NIS and MED
. The higher the ranking number, the lower the creditworthiness of the country.

(1)
2
)

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

‘may improve its rating and still fall in the ranking if alsp the average global rating for all rated countries improves.
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Country-risk indicators
Country: Czech Rehul__)lic
1993 1994 1995
Latest data
or estimates (E)
Real GDP growth rate (in %) § 0,9 286 4.8 .
Industrial production ( % change) - 53 21 92  (Nov)
Unemployment (% of labour force) {end of penod) 35 3.2 29 .
Inflation rate. (Dec/Dec}) 18,2 10,2 79
Exchange rate (CK's per USD) f{end of period) 29,9 28,2 263 (Oct)
General government balance (as % of GDP) 0,8 03 08" E)
Balance of payments -
Exports of G&S (in mio USD) 13077 14295 - 17054 (E)
Current account balance (in % of GDP) 04 -0,1 - -42
" Net inflow of foreign, direct investment (in mio USD) 538 762 ‘2647
Official FX reserves (end of period) ’ o
in--bn USD 39 B2 . 14,0
in months of imports of G&S 28 .4,2 .78
External debt {end of period)
‘External debt : 8,5 107 165  (E)
(in convertible currenc:es in bn USD, end of period) - o
Convertible debt serwce {(in bn USD} 1,4 - 25 2,6
principal 09 20 1,5
interest _ o 05 0,5 1,1
External debt/GDP (%) - 273 29,7 35,8
External debt/exports of G&S (%) - 65,0 74,8 T 96,7
Debt service/exports of G&S (%) : ‘70 12,6 15,2 (E)
Arrears {on both interest and principal, in mio USD) "~ No. No “ No
Debt relief agreements and rescheduling ) No No No p
lndiéators of EU exposures.
-~ EU exposureftotal EU exposure (%) (1) 4,6v 52 . 5,87
EU exposurelexternai debt (%) 34 34 ‘26
"-EU exposure/exports of G & S (%) 22 25 2,5
IMF arrangements
- Type/no _ SBA SBA -
(Date/-) ‘ (3/93-3/94)| (3/93-3/94)
On track/off track On-track On-track -
( -/ Date) All debts to IMF
paid ahead of
schedule.
. 5 <
_ |indicators of market’s perceived creditworthiness
-Moody's long-term foreign currency rating {end of period) Baa3 Baa2 (Jun) |Baal (Sep). -
S&P long-term foreign currency ratlng {end of pericd) BB8 | BBB+(Jul) A (Nov)
Euromoney Mar Sep Mar Sep .Mar Sep
Position in the ranking (2) 48 43 40 39 3B 4
{number of countries) (169) (170) | (167) (167) _|(187) (181)
The Institutional Investor Mar Sep Mar Sep . | Mar Sep
~ Position in the ranking-(2) 42 40 40 39° 33 30
(number of countries) (127)(133)] (135) (135) | (135)(135)
Cre_dit rating (3) . 446 46.6 49.7 52.8. | 558 58.4

) Only EIB and BOP loans (outstandang disbursements) to CEEC, NIS and MED

(2) The hlgher the ranking number, 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 improve its rating and still fall in the ranking if also the average global rating.for all rated countries improves.

v
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Country-risk indicators

Credit rating (5) -

21.4 .209

Country: Estonia
1993 - 1994 - . 1995
Latest data -
. or estimates (E)
Real GDP growth rate (in %) 8,4 -0,1 32 )
" Industrial production { % change) -30,0 35 1.4
Unemployment rate (end of period) o ’ 39 45 ‘41 .
Inflation rate {end of period) 357 41,6 28,8
Exchange rate (Kroons per USD) {end of period) 13,2 . 13,0 115
General government balance (as % of GDP)
Financial balance (1) 1.6 29 . -0,4
Fiscal balance (1) : 0,7 13 -0,8
iBaiance of payments
'Merchandlse exports (ln mio USD) 812 1328 1861
Current account balance (in % of GDP) (excl official transfers) -4.9 -123 82 .-
" Net inflow of foreign direct investment (in mio USD) -~ . 154. . 212. 202 .
Official FX reserves (end of perlod) : .
in mio USD _ 388 447 583
in months of goods |mpons : . _ 4,9 3,2 2,7
- |External debt .
External debt (incl. to IMF) 140,5 170,3 246,8
{in convertible currencies, in mio usD, end of penod) o
Convertible debt service (ln mio USD) 16,2 8,1 12,8,
principal 13,5 - 3,0 35
. interest +charges to IMF 27 . 51 .93
External debt/GDP (%) - ~ 84 . 75 A
External debtYmerchandise exports (%) 1 173 12 8 13,3
Debt service/merchandise exports (%) - 20 0,6 0,7
Arrears (on both interest and principal, in mio USD) No No No
- Debt relief agreements and reschedullng No No Ndv
- ]Indicators of EU exposures
E.U exposureitotél EU exposure (%) (2) 04 - 04 .05
. EU exposure/external debt (%) . 16,7 © 15,7 16,5
_EU exposure.'exports ofG&S (%) . 2,8 2,0 2,2 o
IMF a_rrangérri‘ents ' , : R
_Typeino SBA/STF | SBA/STF 1 -sBA )
3 (Date / - }: ] . (10/93-3/85 | (10/93-3/95) |(4/95-6/96).(3) -
On track/off track . On track Ontrack’ | Ontrack -
- ( -/ Date) :
Indlcators of market‘s percelved credltworthmess
'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
Euromoriey . Mar Sep Mar Sep Mar Sep
- Position in the ranking-(4) ) 126 122 | ~ 105 102 66 76
(number of countries) . - - (169) (170)| (167) (167) | (187) (181)
THe Institutional Investor ' : ) “Mar Sep Mar Sep Mar Sep -
Position in the ranking (4) : 81 84 88 86 79 79
(number of countries) {127) (133)] (135) (135) " (135) (135)
20.7 236

254 263

) Financial balance does not take into account government net Iendlng. whereas fiscal balance does. -

(2) Only EIB and BOP loans (outstanding dasbursements) to CEEC, NIS and MED .

(3) The SBA (7/96-7/97) is also on track.

" (4) .The higher the ranking number, the jower the creditworthiness of the counlry "

'3 (5) * Countries are rated on a scale of zero to 100, with 100 representlng the least chance of default. A given country
may improve us rating and stlll fall in the- ranklng if also the average global ratrng for all rated countrles improves.
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Country-risk indicators . -

Country:

Hungary
1993 1994 | 1935
’ * Latest data
Real GDP growth rate (in %) -0.8 29 1,5
Industrial production ( % change) 4,0 90 . 6,0
Unemployment (% of Iabour force) (end of period)’ 121 10,8 10,4
“Inflation rate (Dec/Dec) 211 21,2 28,5
Exchange rate (forints per USD) (end of period) 1007 111,0 1395
Consolidated state budget balance (as % of 5DP) (GFS definition) 76 63 38
Balance of payments
Exports of G+8 (in mio USD) 10371 10219 14667
Current account balance (in % of GDP) -9,6 8,5 -56
‘Net inflow of foreign direct investment (m mio USD) 2328 1100 4410
Official reserves (end of period)
in bnUSD 6,7 6,8 12,0
in months of imports of merchandises 71 7.2 95
" |External debt:
External debt A 24,6 28,5 N7
(in convertible currencies, in bn USD, end of period) ) . L
" Convertible debt service (in'bn USD) 49 62 7.7
principal (1) 3.3 42 53
interest . 1.6 2,0 2.4
External debt/GDP (%)} 638 689 |- 708
External debt/Exports of G+S (%) 2372 278,9 189,2
-Debt service/Exports of G+S (%) 474 60,8 52,5
Arrears (on both.interest and principal, in mio USD) No No No -
Debt relief agreements and rescheduling No No No
Indicators of EU exposures
EU exposure/total EU exposure i%) 2 16,9 16,5 1 130
EU exposure/external debt {%) 43 40 - 31
EU exposure/exports of G & S (%) 10 3 113 6,6
IMFlér;angements
Type/no SBA SBA -
(Date /-) {9/93-12/84) | First review -
On track/off track On track -} uncomple-
{ -/ Date) - ted
Indicators of market's perceived creditworthiness -
Moody's long-term foreign currency rating (end of period) Bal . Ba1 " Bat
- S&P long-term foreign currency rating (end of period) BB+ BB+ BB+ -
Euromoney . , Mar.Sep | Mar Sep | Mar Sep
Position in the ranking (3) 47 48 44 46 50 44
(number of countries) - . (168) (170) |(167) (167} (187) (181)
The Institutional Investor Mar Sep | Mar Sep | Mar Sep
Position in the ranking (3) 43 43 43 44 ‘45 48
(number of countries) (127) (133) 1{135) (135)] (135) (135)
Credit rating (4) 443 448 | 4611 462} 46,4 450 -

(1) Including early repayments.

(2) - Only EIB and BOP loans (outstanding-disbursements) to CEEC, NIS and MED °

(3) The higher the ranking number, 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 its rating and still fall in the ranking if also the average global rating for all rated countries | improves. -
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Country-nsk lndlcators

Credit rating (5} --

19.5- 200

198 21.3"

T ) . 60un|_ry: : Latvia'
1883 1994 1995 ]
1 - - Latest data -
- or estimates (E)
_Real GDP growth rate (in %) -18,0 20 18 ®
“Industrial production ( % change) 326 22 63 ‘
Unemployment (end of penod) = . - 53 . 6.5 6.1
Inflation rate T {end of period) . . 348 26,0 230 .
*. Exchange rate (Lats per USD) " fend of peried) (3_.60 0,55 . 0,54
General'gjov'ernl:nent balance (as % of GﬁP)
Financial bafarice (1) . 1.0 AT 27
Fiscal bajance (1} . A . 0,6 4,0 3.3
Balance of payinents . -
™~
Exports “{in mic USD) : 998 -987 | 1308,
Current account balance, excl. off cial transfers (in % of GDP) 4.8 -34 ’ - 43
Net inflow of foreign direct investment (in mio usp) P-X .155_». 165
Official FX reserves {end of penod) : o o .

An mio USD : . . a 510 545 - 527
in‘months of imporis of G&S L O 44 45 32 7
External debt "
External debt - : 225 359 423

_{in convertible currencfes in'mio USD, end of penod) . ‘ ’ ' )
Convertible debt service (in mio USD) - 20,0 50,0 38,0
principal ‘na. “na na.
“interest_ n.a. na. .ona..
External debt/GDP (%) - ST 10,0 - 10,0 80
. External debt/merchandise exports (%) : R . 225 36,0 32.{&. .
Debt service/merchandise exports (%) ’ -~ 20 50. -30
Arrears (cn both interest and pnn‘clpal in mlo USD) No No No.
Debt relief agreemepts and rescheduling No "~ Neo No
Indicators of EU exposures
EU exposureltotaf EU exposure (%) (2) ) . N . 07 0.7 07
‘EU exposurefexternal debt (%) . T PN 20,8 - 133 12,3
EU exposure/exports of G& S (%) - o ) T 47 4.8 - 4.0
IMF a'rrahgement‘s ' 3 ‘ -
Type/no ) SBA/STF | sBa/STE | - sBa
(Date/-) (12/93-3/95) | (12/93-3/95) | (4/95-4/96)
- On track/off track On track COntrack |Off _track 3}
© (-1 Date) L I
' élndicatc':rs of market's befceived creditworthiness
Moody's rong-térm foreign currency réting (end of period) Notrated - | - Natrated | Mot rated
S&P long-term fore:gn currency-rating {end of period) Not rated Not rated -}-Not rated
. Euromoney ‘ ‘ ) . ) Mar Sep : Mar Sep Mér.v Sep.
-, Position in the rankmg (4) S _— s B 133 132 104 125 | 106 116
(number of countries) B ' ] «169) (170} | (167) (187) {(187) (181)
Thellnstltutlona_l Investor Mar Sep Mar Sep Mar Sep
Position in the ranking (4} 89 &7 94 92 g1 89
{number-of countries} {127y (133) | (135) (135} {(135) (135)°
226 234

(1) :Financial ba!anc;e d'oes not take into account government net lending, whereas fi fiscal balance does.

(2)- Only EIB and BOP loans {outstanding dlsbursements) to CEEC, NIS and MED.
(3) The new SBA (5/96 - 8/97) is on track.
(4) The hlgher the ranking number, the lower the credltworthlness of the country

~{5)  Countries are rated on a scale of zero to 100, with 100 representing the’ least.chance of default A, given counlry o

may improve its rating and still fall in the'ranking if also the average global rating for ali rated-countries improves:

e,
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Country-risk indicators
i Country: Lithuania
1993 1994 1995
’ : Latest data
Real GDP growth rate (in %) -24,2 1,0 2,8
Industrial production { % change) i -29,8 67 - 08
Unemployment rate (end of penod) 44 . 38 73.
inflation rate " (end of period) 1887 . 45,1 357
Exchange rate {Litas per USD)" {end of perivd} - 3,6 43 45
General government balance (és % of GDP)
" . Financiat balance (1) 0,9 15 -1.8
Fisca! balance (1) 3,1 -4.2 ~3,3
kBaIance of payments
. Exports (m mio USD) 1709 1930 2210
Current account balance (in % of GDP) without official transfers -8,4 -4.2 33 -
Net mﬂow of foreign direct investment (in mio USD) 23 - 60 55
Official FX reserves (end of penod gross foreign assets) : .
in micUSD | . 412 587 .. 819
. in months of imports of G&S 25 31 ‘3,9
-[External debt
Externat debt 281 a8 Y| 787
{in convertible currencres in mio USD, end of penod} . : :
Convertible debt service {in mio USD) N 12 ) 19 69
principal B : n.a. .na. - na.
interest . na. n.a. ‘na.
External debtGDP (%) 98 4.5 ~ 9.8
External debt/exports of G&S, (%) 16,4 23,2 343
Debt service/exports of G&S (%) -'0,7 10 31
Arrears (on both interest and principal, in mio USD) ~No. ‘No No
Debt relief agreements and rescheduling No No No
|indicators of EU exposures
EU exposure/total EU e'prsure.(%) (Zj .08 0,8 09
" EU exposure/externat debt (%) 20,8 13,3 96 .
_ EU exposure/exports of G.& S (%) * 34 31 33 .
IMF ‘arrangements )
Typeimno - SBA/STF {STF (10/93-3{'94)' EFF
(Date /-) (10/93-3/94) |EFF (10/94-11/97 | 10/94-10/97)
On track/off track . On track On track On track
-/ Date) . -
Indicators of market's perceived creditworthiness
Moédy‘s long-term foreign currency rating (end of period) Not rated - Not rated Not rated
_ S&P long-term foreign currency rating (end of perio<l) Not rated Not rated Not rated
Euromoney Mar Sep | _ Mar Sep Mar Sep
Position in the ranklng 3) - ) | 134 130 " 110 121 108 118
" {(number of countriesy . . (169).{170) (167) (167) (187)(181)
~ The Institutional Investor . ’ Mar Sep ‘Mar -Sep Mar Sep -
Position in the ranking (3) | 91 93 97 96 85 90
(number of countries) {127) (133} (135) (135) (135) (135}
Credit rating (4) . 189 190 . 184 200. |-21.7 229 .

{1 Flnanc:a[ balance does not take into account government net Iendmg, whereas fiscal balance does

(2) Only EIB and BOP loans (outstanding dlsbursemems) to. CEEC, NIS and MED
(3)" The higher the ranking number, the lower thé creditworthiness of the country.

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

Co(mgry: ) Romania

Credit rating (3)

1993 1964 — 1995
- Latestdata
or estimates (E) |

Real GDP growth fate (in %) . 15 39 . 69"

industrial production ( % change)- .82 720 52

Unemployment rate (end of pertod) . 102 10,9 89 -

Inflation rate - ‘ ~ (Dec/Dec) 2955 - 617 278 ’

Exchange rate ( lei per USD) _(end of period) 1276 1767 2578

|General governmem balance {as % of GDP) ' -b,1 -1,0 25
‘IBalance of payments
Exports of G&S (|n -bn USD) 49 6,1 75
- Current account balance (in % of GDP) - 46 -1.4 ~-36
Net inflow of foreign direct lnvestment {in mio USD) ‘87 341 417
_ Official FX reserves (end of penod) . o
in mio USD . 970 1596 110
in months of imports’ of G&S : 1,6 22 1.4
External debt

External debt - 43 55 66  (E)

(in Gonvertible currencies, in bn USD ‘end of period) .

Convertible debt service (in mio USD) 323 589 1038 - (E)
principal B 146 313 462 (E)
interast . -177 276 576 {E)

External debt/GDP (%) 16,1 183" 18,7 (E)

. External debtlexports of G&S (%) .877 901 | 88,0 {E)

Deht service/exports of G&S (%) 6,6 9,6 . 138 (E).

Arrears {on both interest and principal, in mio USD) No No No

Debt relief agreemients.and rescheduling . No No No

Indicators of EU~.expdsures ' N .

EU expc;surehétal EU.eprsure (%) (1) - 87 . " 84 ’ 10,2

‘EU exposure/external debt (%) : 128 10,7 11,5

EU exposure/exports of G & S (%) 1.2 97 101

IMF arrangeﬁienis

Typefno No | SBA/STF | SBA extended

(Datel ) ) - (5/94-12/95) | through 1997

On track/off lrack E - On track anq augmented

- {-/Date) - . - - Ontrack -
. N, . (Off track in1996)
Indicators of market's perceivéd creditworthiness -
' Moody's Ioﬁg-tekm foreign currency rating (end of period) Notrated,] Notrated -| Notrated.
- S&P long-term forelgn currency rating (end of penod) . Not rated Not rated Not rated

Euromoney Mar Sep Mar Sep | Mar Sep
Position in the ranklng (2) 66 75- 74 77 68 64 _
(number of countries) (169) (170)| (167} (167)- |(187) (181) - .

The Institutional Investor Mar- Sep Mar Sep Mar Sep
Position in the ranking (2) 1 7375 76 74 73 7
‘(number of countries) (127) (133)| {135} (135) }({135)(135)

{242 244| 254 262 ']281 297

i -(1) Only EIB and SOP loans (out'standlng dlébursements) to CEEC, NIS and MED
(2) The higher the ranking number, the lower the creditworthiness of the country.

(3) Countries arérated on a scale of zero to 100, with 100 representing the least chance of default. A given country
may improve its rating and still fall in the ranking if also the average global rating for all rated countries improves.
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Country-risk indicators
Country:  Slovak Republic ‘
- ) 1993 - 1994 1995
E ‘ Latest data
. or estimates (E)
Real GDP growth rate (in %) T : . -41 48 7,4
industrial production ( % change) . . _ 88 70 - 96
" Unemployment (% of labour force) {end of period) - v 144 o146 13,1
Inflation rate . {Dec/Dec) ' 251 "7 7.2
Exchange rate (SK's per USD) (end of period) 33,2 - 31,3 29,6
- |General govérnment balance (as % of GDP) N C »-7,6 2,7 04
Balance of payments - - -
Exports of G&S (in mio USD) ’ ) A 7568 8983 -10821
Current account batance (in % of GDP) ' 5,4 6,0 - 36
Net inflow of foreign direct investment (in mio USD) ) , , ) 134 ) 184 157 -
" . Official FX reserves (end of penod) . . . - ) :
in -mio USD ' 416 1691 3400
in months of imports of G&S - : _ ‘06 - |- 23 4.1
External debt ,
External debt ’ ' C 34 39 58
(in convertible currencies, in bn USD end of period) o
Convertible debt service (in mio USD) : . 674 o791 1045 (E)
principal . ) - 480 © na. - ‘n.a.
interest - R . 184 na. n.a.
External debGDP (%) = - o . 308 31,1 39,8 -
External debt/exports of G&S (%) = . . 445 43,4 53,1 -
Debt service/exports of G&S (%} : . " 89 88 9,5 (E)
Arrears {on both interest and principai, in mio USD} _ No . No No-
Debt relief agreements and reschedulmg ) ' No . No No
Indicators of EU exposures .
EU exposureftotal EU expoéure (%) (1) : . 2,4 » 29 . 4,1
EU exposure/external debt (%) i 4,5 53 52
EU exposurefexports of G & S (%) '~ . . 2,0 23 28
IMF arrangements }
Typeino ' S R o sTF- | sTF | sBA
(Date/-) _ R (7/93 - 7/94) | (7/93 - 7/94) |(7/94-3/06) (4)
On track/off track ) __ On-track "SBA
{ -/ Date) : ' ] 0T i + (7/94-3/96)
|indicators of market's perceived creditworthiness ’

) Moody‘s lonhg-term foreign currency rating (end of penod) 4 Not rated Baa3 (May) Baa3 (May)
S&P long-term foreign currency rating (end of penod) : ’ Not rated BB-(Feb) | BB+ (Apr)
Euromoney : ' "1 Mar Sep Mar" Sep Mar Sep

p Position in the ranking (2) ’ o 56 63 64 66 * 53 51 .
(npumber of countries) e . : (169) (170) | (167) (167) |(187) (181)
The Institutional Investor : : _ ' Mar - Sep Mar Sep Mar Sep .
Position in the ranking (2) . . 57 57 59 58 61 S9
(number of countries) i . . _ T {127)(133) | (135) (135) [(135) (135}
Credit rating (3) ' _ ) o - 31 306 316 331 | 33.2 357

(1) Only EIB and BOP loans (outstanding disbursements) to CEEC, NIS and MED

(2) - The higher the ranking number, 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 cour ‘ry
may improve its rating and still fall in the ranking if also the average global rating for all rated countries improves.

(4) The mid-term review of the programme, which had been scheduled for February 1995, was not completed.
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Country risk Indicat'ors

'Cre‘dit rating (3)

Country: .IBeIarus . i
993 7994 1955
- Real GDP growth rate (in %) . 106 . 122 102
" Industrial production ( % change} . -109: -19.3 115
Unemployment rate (end of period) K 14 2.1 27
tnflation rate - (DGC/DeC) ' 1994 1957 244
Exchange rate. (. Rbs per USD) (average) 269 3651 o . 11832
- |General government belance (as % of GDP) a8 26 1,9
~ |Batance or Baym'ents. . .
Exports of G & S (in mio USD) . 2941 2641 4621
Current account balance (in % of GDP) -87 -124 -25
- Net inflow of foreign direct investment {in mio USD) 18- 10 7
Official FX reserves (end of period) in mio USD , . 91,0 101,0 3770
- . in months of imports - 03 0,3. 07
External.debt
“ External debt 964,0 - 12510 15130
(in convertible currencies, in mio USD end of penod) R : : - o
Convertible debt servnce (|n mio USD) 147 123,0. .. 178,0:
principal na. . na. n.a.
interest na. ‘na. " na:
External debt/GDP (%) - ) 25,0 259 14,7
External debt/exports of G &S (%) 328 474 32,7
~ Debt service/exports of G & S (%) <05 43 ° 34
Arrears {on both interest and principal, in bn USD) . na. 1493 . 460 )
- Debt rescheduhng agreement with Russia -ar. on Rus. gas
on-gas arrears | cancel, agreem.
’ 02/96 - 08/96
3 Indicators of EU exposure ’
EU expoeurenotél EU exposure (%) (1)A 19 0,9 0,5
-EU eprsure/_extemal debt (%) 12,2 48 26
EU exposurefexports of G & S (%) 40 - 23 08
IMF arrangernents
Typeino - - STF STF - SBA" -
(Date/-) . (08.93 - 8.94) (01.95) | (12.95 - 11.96)
On track/off track ) - Off track See footnote Off track
( -/ Date) See footnote (4)° - - (5)
- ) :
lndicetors of market's perceived creditworthiness -
* Moody's long-term foreign currency rating (énd of periodj Not rated- Not rated _ Not rated
'S&P long-term foreign currency rating (end of period) Not rated Notrated Not rated
" Euromoney Mar Sep Mar Sep Mar Sep
Position in the ranking (2) " 148 139 145 138 135 134
{number of countries) (169) (170) (167) (167) (187) (181)
_The Institutional Investor Mar Sep . Mar Sep Mar Sep .
Position in the ranking (2) 100 . 108 109 112 112
(number of countries) (127 (133) (135) (135) (135) (135)
e 155 157 1562155

[§)) On]yETB BoP and 1250 loans (outstandmg disbursed)
(2) A The higher the ranking number, the lower the creditworthiness of the country.

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

IMF 1993 STF programme went off track in early 1994. However, IMF staff considered favourably the govemment

(4) programme adopted in Autumn 1994, which was supported with the second STF tranche by end-January 1995.

< (B) . The first quarterly review of the’ programme m|t|a|ly scheduled for December 1985, has not been completed so far.
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Country-risk Indicators
Country: Moldova
N 1993 -1994 1995
: Preliminary
Real GDP growth rate (in %) 42 312 a0
Industrial production (-% change) 7.2 -30,0° -10,0
" Unemployment (% of labour force) (end of pencd) n.a. 1,0 20
Inflation rate {end of period) 837 116 24
Exchange rate (leu per USD) {end of period) 3,64 427 4,50
General government balance (as % of GDP) 6,8 -87 55
- |Balance of payments

Merchandise exports (in mio USD) 451 618 741
Current account balance (in % of GDP) -9,3 -12,9 -6,8
Net inflow of foreign direct investment (in mio USD) 14,0 18,0 72,0
Official FX reserves (end of period)

in mio USD : , 766 178, 257

in months of imports of merchandlses 1,4 29 3,2

Exfernal debt -

External debt 168,0 343,0 " 6750
(in convertible currencies, in mio USD, end of penod) ’ ‘

- Convertible debt service (in mio USD) 50 12,3 ‘91,0
principal n.a. na. na.
interest n.a. na. na.

" External debt/GDP (%) . o 23,0 30,0 38,0

External debt/ merchandise exports (%) - - 373 555 91,1
~ Debt service/ merchandise exports (%) 1,1 4,0 11,0
" Arrears (on both interest and principal, in mio USD) No No . No
Debt relief agreements and rescheduling No No No .
Indicators of EU exposures
EU exposureftotal EU exposure (%) (1) 05 09 08
EU exposure/external debt (%) 17,7 18,0 . 87
EU exposure/merchandise exports (%) 6,6 10,0 79
IMF arrangements
Type/no : ] SBA SBA SBA
(Date /-) » _ (3/93-3/84)| (12/93-3/95) | (3/95-3/96)
"On track/off track - g On-track On-track On-track
(-/Date) .
Jlndicators of market's perceived 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

- Euromoney Mar Sep Mar Sep Mar .Sep
Position in the ranking (2) 159 160 | 148 155 | 157 141
(number of countries) ’ . (169) (170)| (167) (167) }(187) (181)

The Institutional Investor : i .
Position in the ranking (2) Not rated Not rated Not rated
(number of countries) :

Credit rating (3)

(1) Only EIB and BOP loans (outstanding disbursements) to CEEC, NIS and MED
(2) The higher the ranking number, 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 improve its rating and still fall in the ranking if also the average global rating for all rated countries improves.
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Country risk indicators

. Country: - Ukraine .
563 1554 1555
.. s Estimates (E)
-Real GDP growth (% change}: TAT71 . w230 . 120
* " Industrial production (% change) ‘ - =251 -28,5 117
" Unemployment rate (end of perlod) . 03 . 0,3 . 0.4(E)
" Inflation rate - (Dec/Dec) : 10155 - 40 182
_ Exchange rate (Krb-per USD) " fend of period} o . - . _ ‘
- auction / interbank’ ' ' : T 12610 . 108196 | 179400
- cash : ' . 25000 128000 186000
General government balance (as % of GDP) - - -10,1 v 82 Y50
'iBalance of paymerits o7 7
'Exports of G&S (|n bn'USD) : T.144 14,8 15.1 (E}
Current account balance (excl. lransfers) (in % of GDP) 59 6,0 44
" Net inflow of foreign direct investment (inbn USD) = - 02 0,09 027
Gross official FX reserves i in mio USD 193 646 1100 -
. : -in weeks of lmporls of G&S 0,8 23 -3,7
: External debt ~
Externaf debt o . : <
{in convertible currencres in bn USD, end of penod) LT 4.1 72 81
Convertible debt’ service pald (m mlo USD) ’ : . 202 1794 1531
principal- na. na. . 986 .
interest na. -’ : na. 545
External debt/GDP (%) 121 ¢ 29,2 1233
External debt/exports of G&S (%) 285 © 480 i 53 g (E)
Debt service/exports of G&S (%) : 1,3 12,1 83
Arrears (on both interest and principal, in mic USD) 548 2722 1 5 236
Debt relief agreements and reschedul:ng : “rescheduling of | reschedulingof -
debt owed.to debt owed to
.Russia/Turkm. { Russia/Turkm.
Indicators of EU exposure .
EU exposure/total EU exposire (%) (1) \ 23 16 1,5
EU exposure/externa! debt {%) : 35 186 1.4
EU exposure/exports of G& S (%) .~ 1,0 0,8 - 07
FIMF arrangements’ )
Type/no - STF - SBA
(Date/-}) - ' .26 Oct 94 Dec.1995
On track/off track On track Off track * -
(-/Date) - '
Indlcators of market’s percewed credltworthmess
o Moody's long-term forelgn currency rating (end of penod) ‘Not rated Not rated - Not rated
S&P iong-term foreign currency rating (end ‘of penod) Not rated. - “Not rated Not rated
Euromoney : Mar Sep - Mar Sep Mar'Sep .
Pasition inrthe ranklng (2) - 142 146 149 147 145 138 .
- {number of countries) B {169) (170) {167) (167) (187) (181)
The Institutional Investor Mar Sep Mar Sep -Mar Sep
" Position-in the ranking (2} 95 96 A 13 - 109 111
{number of countries) (127)(133) . {135) (135) (135){135) .
_ Credit rating (3) 182 182 151 145. 155. 157
T niy oP an loans (outstandlng dlsbursed) —

2 The hlgher the ranking number, 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 defauit. A. given country

may improve its rating and still fall in the ranking if-also the average global ratlng for all rated countries |mproves;

< New SBA approved in May 1996, On track
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* Credit rating (3) .

282 271

26.3. 24.6.

Counftry risk iﬁalcatbrs
Country: ' * Algeria
1993 - 1994 © 1995
" Real GDP growth rate (m %) 2,0 02.° . 43
Hydrocarbon production ( % change) 0,6 25 - 35
inflation rate  (Dec/Dec) . 16,1 38,6 . 21,9
Exchange rate (and of period)- 240 429 522
- |cenerat government batance (as % of GDP) - 87 4.4 -1,4
' Balance of payments -
Exports of G&S (in bn USD) - 11,0 88 _10,2
Current account balance (in % of GDP) 18 -4,34 .. 56"
Net inflow of foreign direct investment (in mio USD) 0,0 . 0,0 00 -
Official FX reserves in bn USD 1,5 © 28 21
: ' in months of imports of G&S 1,9 . T 29 21
_{External debt h
* External debt 26,4 205 , 31,7
{in convertible currencies, in bn USD, end. of penod) _
Convertible debt service (in bn ‘usD) 87 - -~ 51 3.8 (4)
principal 7,0 3.4 22 (4)
interest ) 17 . 1,7 1.6 (4)
External debt/GOP (%) 62,9 70,6 . 76,4
External debt/exports of G&S (%) 240,0 3315 "310,8
Debt service/exports of G&S (%) . 82,2 - 48.6(4) 43,8
Arrears (on both interest and prlnc1pal in mio USD) No . No - No
Debt relief agreements and rescheduling (bln US$) - No 45 48
Indicators of EU exposure
EU exposureltotal EU exposure (%) (1) 7.4 99 ] ) 12,2 .
EU exposurefexternal debt (%) 1.8 24 2,9
- EU exposurefexports of G & S.(%) 4,2 78 -8,9
HMF arrangements o . ,
Type/no No SBA SBA
{Date /-) : (5.94-5.95) (5.94-5.95)
- On track/off track - On-track EFF
‘ (5.95-5.98)
) On-track
) ﬂlndlcators of market's perceived cred!tworthiness g
Moody's Iong-term fore1gn currency ratlng (end of per.) Not rated Not ratad .’ Not reted -
S&P long-term foreign ctirrency rating {end of period) Not rated Not rated Not rated
Euromoney R Mar Sep Mar Sep . Mar Sep
Position in the ranking (2) - 6879 92 96 102 107
(number of countries) - {169) (170) {167y (167) . |+ ~(187) (181}
The Institutionat Investor- "~ Mar Sep Mar Sep t Mar Sep
Position in the ranking (2) - 6269 75 78 - 89 91
{(number of countries) (127} (133)° (135) (135) (1357 (135)

235 228

(1) - Only EIB, BoP and 1250 loans (outstanding disbursed)

{2)  The higher the ranking number, the lower the creditworthiness of the country.

(3) Countries are rated on a scale of zero to 160, with 100 representing the least chance of default. A glven country
: may improve its rat:ng and stili fall in the ranklng if also the average global rating for aII rated countries’ |mproves

(4) Af;er rescheduling.




~

Country risk indicators

39.6 405

434 465

Country: ' Israél -
1993 7994 1995
Estimates (E)
. Real GDP growth rate (in %) : B 35 65 " C 71
Industrial production { % change) (at constant 1990 pnces) 6,5 7.2 84
Unemployment rate (average) : . 10,0 7.8 6,3
Consumer Price Index - (Dec/Dec) - 1.3 14,5 . - 81
Exchange rate (shekel per USD) fend of penod) 12,986 3,018 - "3,140
-{Central government overall deficit (as % of GDP) -2,5 -2,0 -3,2
Balance of payments
" Exports of G & S (in bn uso) 21 242 . 259
Current account balance (in % of GDP) -1,8 -30° -4,5
Net inflow of foreign direct investment (in mio USD) -141 T 357 806
Gross official FX reserves in billions US$ 6,382 6,689 8,158
- in months of imports:-of G&S 24 25 - 26
External debt
N .External debt (gross external habllltles) 36:,1 41 - 44
{m bn USD end of period} . B ) S
Debt service (in bn USD) 41 46 . T 39(E)
- principal - | 1.9 7 22 “na.
- interest (gross) - - 22 .24 na. .
" External debt/GDP (%) 55,8 54,2 . 57
External debt/exports of G & S; (%) ' 163,4 169,4 170,0
Debt semcelexports of G& S (%) 14,0 . > 14,9 15(E)
Arrears (on both interest and principal, in mio USD) No ‘No No
" . Debt retief agreements and rescheduling. - "No No No
Indicators of EU exposure )
EU exposure/total EU exposure (%) (1) 47 4,4 ’ 4.4
_ BU exposure/external debt (%) 0,8 -0,8 07
“EU exposure/exports of G & S (%), 1.4 13 13
IMF arrangements
- Type/no T o T No No. No
(Date/-) . : ST - - —--
On track/off track’ - - ~
. (-1Date) - - - -
Indicators of market's perceived créditworthin,e;s
- Moody's long-term foreign curréncy rating (end of period) Not rated 'No.t‘rated - A3
S&P long-term forelgn currency rating (end of perlod) 'BBB+A ] -BBB+ A-T
. Euromoney - . - Mar Sep Mar Sep . Mar Sep
. Position in the ranking (). T .29 29 30 33 31 31
(number of countries) (169) (170) (167) (167) (187) (181)
The Institutional lnvestor Mar Sep Mar "Sep Mar Sep
Position-in the ranking (2) 146 46 - 46 43 43- 42
“(number of countries) {1~ (27 @a33) ¢ . (135) (135) (135) (135)
Credit (ating (3)

479 492

(1 Only EIB, BoP and 1250 loans-(outstanding disbursed)

(2)  The higher the ranking numbeér, 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 improve its rating and still fall in the rank_mg if also the average global rating for ali,rafced_ countries !mproves,

-~
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