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.vernment attitude to bank loans tg Argentina/

This is a matter for the banks themselves. International banks,
including British banks, are committed to shares in a $1.5 billion

international loan to Argentina.

2 The loan was signed last August after Argentina had removed
their discriminatory financial measures against the UK in response

to IMF requairements.
3 It might have been better for the banks to wait until the newly-
elected government had taken ocffice and tome to grips with their

economic and financial policies.

Will the loans be used to buy arms?

4., No. We understand $500 million is to be disbursed and this will
all come straight back to the banks. $350 million will be used
immediately to pay an instalment of an earlier bri@}ng loan. The other

$150 million will be used to pay off other arrears.
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Argentine loan going ahead

By ANNE SEGALL

THE first 5500 million instal-
ment of the controversial $1-1
billion international bank loan
for Argentina will be paid over
tomorrow in spite of Argen-
tina’s_ failure to settle the
question of its outstanding debts
to banks,

Confirmation that the payout
will go ahead was provided yes-
terday by Lloyds Bank, acting
as agent for the British banks in
the loan. Between them the
British banks - are providing
roughly 10 p.c. of Argentina’s
new money demands. .

Banks had originally insisted
that Argentina should first
resch agreement with its inter.
national bank creditors on re-
scheduling roughly $6 billion
of public sector debts before
new funds were made avallable,

But they bave since agreed
to waive this demand . under
pressure from atina's in-
coming economy minister, Sr
Bernardo Grinspun, who wants
the question left open until the

newly-elected government takes
office on December 10,

Banks were relieved when
Argentina's first elections for
eig?n years produced a victory
for the Radical party early in
November, But 5r Grinspun’s
recent comments have raised
some concern amopng the
country's bank creditors
because of the emphasis he has
placed on seeking better terms
on rescheduled -debts.

The. $1:'1 billion medium-
term loan for Argentina un-
leashed a storm of protest in
Britain when it was first
announced last December.

Concern has continued fo
be expressed over the inability
of Argenting’s oreditors to
prevent the country using out-
side finance to support a
programme of beavy anmg
purchases,

By making the new money
avaijable now hanks are hop-
ing to belp Argentina clear
existing interest arrears.
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+ NEW EANK LOAN AND ARMS SALES

SS LINE (DEFENSIVE ONLY)

Is the Guardian report correct?

We have no direct knowledge of these negotiations, which are
nothing to do with HMG. But we have no reason to doubt the
report.

‘Was HMG aware of the new loan?

Yes, although we are not familiar with the details; but HMG's
approval is not needed, and we did not need to be consulted.

-—

Does HMG approve?

The banks appear to be acting under an existing contractual

commitment (signed in August). So far as we know, the
conditions of the contract have been met in general terms.
Our understanding is that the conditions allow for ggézir

in certain respects and this is the point which the banks are
now considering. R

e ——

The IMF standly remains technically in existence but no

further disbursements are being made or contemplated at present.
We beleive that the IMF expect to resume discussions when the new

g—

- > gram—— . - 7
government is in office in the hope of estab 1sh1n% a satlsaactory
o = g - ¥ 4}\'-;_‘: ~ ~To w,_:q
revised programme. For this purpose M —is—evestiomabie—whether

H—would—have—been—bebber—to-wait until the new government was

in office and had begun the programme of economic recovery which

has been promised. This would have provided a basis for a revised

Iﬁff5r0gramméjménd that in turn would have given the banks grea%er
’_____,_._--—"——"_--'l
assurance.

Will the loans be used to buy arms?

No. Of the 2500m which we understand is to be disbursed at the
end of November, £350m is to be used immediately to repay an
earlier bridging loan, while the remaining £150m will go into
an escrow account to be used to pay off other arrears.

US resuming arms sales?

/Esk the FCO.7




Will ¥MG join in & rescheduling of offical /public sector/ debt?
No request has been recived for any debt restructuring.

Fzst Government statements?

/Eee attached Hansard extracts./
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f_ Argeoting (Benkh Loan)

7.%. Newens asked the Chancellor of the Exchequer
whether be bas given any edvice 1o British banks &boun
their involvement in & consortium of foreign banks which
is seeking 1o megotiate the pew medium term loan to
Arpentine following the Argentinc decision 10 suspend
repayment on pearly £1,000 million of its foreign debt.

Mr. Bruce-Gardype: No, Sir. This must be &8 matter
for the individuz! banks concerped. The swap facilives, 1o
which ] assume the bon. Gentleman refers in the laner pan

of his question, form pant of the forcign debi obligations

of Arsgentina which are the subject of negouations
currently in . progress between  tha counu-y and
internatonal banks..

Mr. Newens: ‘Will the hon. GepUeman confirm that
there are DO cond.luom atiached to the Joan 1o prevent the

Argentine Govcmm:m from using it to purchase arms, and
that recently the Almirante Brown bas been delivered,

replete with British components, along with 70 Mirage 11
or Dagger jet fighiers? Numerous othicr jtems are op order.

Is it not & disgrece that the Government arc prepared 10
finance the rearming of Fascist Argentina? .

. Mr. Bruce-Gardyne: The pann of the bhon.
Genptleman's ™ question “yelsting 10 Argentinz’s “recent
scqeisiton of frigates is pot & matier for the Treasury—
[HoN. MExsERS: “Oh".] There is Do shortage of arms
sellers around the world. We would not deny the
Argentines the opportunity of purchasing armns b) driving
Argeptina into default,

Mr. Newens: 'Really. “'hal & disgrace.

Mr. Bmcr-Gardvne It is clear that this loap is an
inte gral part.of the IMF programme for Argentina which
puts tight contols on Argentina’s public fipances. If
Argentina diveried money to buy more arms that could
jeopardise the IMF prpgramme and hepce Arpeptina’s
ability for fum:: d:zv.'mgs

Mr. James La.mond Disgraceful.

Mr. McCrindle: On ‘the more general point, is it the
Government’s view that no one economy can be allowed
to disintegrate without & subs mock-on effect of its
n:;pﬁSOurs &nd, wimzicly, 60 1be WhOle iDic:nabODAl
economic scen=? In thoss circumstznces, does my bon.
Fnend egree that the Government hzve po alizrztive but
lo pursue their policies irrespective of their views of the
regime in Bucpos Aires? : :

‘Mr. Bruce-Gardyne: My bon. Friend is entirely right.
We are a major trading natiop and we depend LPOL EXPOTLS
for a larger proponion of our total output then do most
other major trading nations and upon & sleady €xpansion

of interpatiopal trade. A default that was trigeered in -

Argenting by a failure 1o resolve the immediate problems
of Argentina’s indcbledness could have repercussions in
other countries and scrious implications for iniernational
wrade that would be seriously 1o our disadvantage.

Mr. Dalyell: To borrow the Minisier's gruphic phrasc
of last year, is pot this & mug's game?

Mr. Bruce-Gardype: No, Sir. It would b¢ 2 mug's
game to perform otherwise. -

>4

[O/0
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Mr. Egpur: If Argenting were to default, would that
po! mean thet Brtsh banks would have to wnie off
considerable loans. [Inierruprion.] Before the Opposition
jump for joy will my hon. Fricnd confirm that the effect
would be & reduction in their capital base which would
mean that they would find difficulty in lending to domestic
compa.ums? Would Dot that mean a reduction in jobs?

Mr. Cryer: I I.hmk thal the hon Genleman is &
merchant banlzr i

Mr. Bruc:e-Gard)“m: My bon. Fncndlscnurcl) right.’
The propositions advanced by the Opposition would be
dameging to intcrnatiopal wade and to the structure of
international .banking &nd would ultimately have

repercussions on employment.

Mr. Robert Sheldon: Is the hon. Gentleman aware of
Tuesday's repon in the Financial Times, that despite
Argentina’s reduction in inlerest arrears, the conditions for
the $1-5 billion Joan have pot yet been seuled? As the

Prime Minister has stated categorically that the money is
not being lent o purchuse armaments, why is that not to
be & condition of the Joan?

“Mr. Bruce-Gardyne: As the right hon. Gentleman
knows well, international’ arms trading 3s conducied on
credit which is Dol necessarily pervious 1o the
consequepces of such bunking negotiations. All the
arapgements that are being conducu;d by the IMF are
designed 10 ensure that Argentina, like other countrics
with debt problems, pursues correction policics that will
enzble it 1o setle jts debts and pot involve itself in
additional oulgoings that it could pot meet.

Mr. Newens: On a point of order, Mr. Speaker. In
view of that disgraccful Pontius Piawe-like reply, 1 shall
seek 1o raise the matier op the Adjournment.

Mr. Dalyell: Further to that point of order, Mr.
Speaker,

Mr. Speaker: Order. There can be po funther point of
order o that point of order except to the extent that it was
po! expressed in the usval Janguage.

Mr. Dalyell: Furtber 1o that poim of order, Mr.
Speaker. 1 give potice that I intend to raise this matier
tonight on the Consolidsted Fund (No. 2) Bill.
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Q2 Mr. Stunbhrook eshed 1t - Fame Minisier 3f she

will pay an officizl visa 10 Prans Botom

The Prime Minister: 1 have a1 present no plans to do
so, 2lthough 1 know Prans Bonom well becavse 1 vsed 10
Iive within walking distance. Will my hon. Friend please
give my warm jegards to the people there?

Mr. Stanbrook: Is my right hon. Frend aware that her
1eply, norwithsianding ber good wishes, will be deeply
disappointing 1o the villagers of Prans Borom? Is she
aware that they seeh an early opporunity 1o express 10 her
tbeir appreciation of the benefits of the Budgel—
[Interruption.]—ip which they ase eenly interesied,
especially the rzising of the tax threshold and the further
relief given 10 mongagors?

The Prime Minpister: 1 am grateful for my hon.
Friepd's warm and fully justified praise for my nght bon.
and Jearned Friend's Budget. J am especially gratefu) for
his praise of the exuz sebef on mongages. In the Greater
London arca, about 23 per cent. of first-time bouse
purchasers, and zbout 30 per cent. of those pot buying for
tbe first time, bave morngage Joans above the former 1ax
relief ligit. The extz relief 35 well deserved. LI

Mr. Christopber Price: Is the Prime Minister aware
that, were she 10 visit Prans Bonom, sbe would be in P
¢ismict of the Menopolnan police arez and that, 10 get
there, she would bave 1o drive throvgh my constituency
down the Bromley 102d? Is sbe aware that if she bappened
10 stop on Bromley road, get oul of her car and talk 10 my
copstituents about the Police 2nd Criminal Evidence Bill,
she would find them enormmously encouraged by the
remarks of her richt bon. Friend the Home Secieiary from
bz Dispaich Box on Tuesday—wben she was vohappily
away—io0 the efiject that the Governmen! iniend 10
withdraw two clzuses from the Bill because they know that
it will be rubbished by the bishops and the judges in the
House of Lords? Will she tell us 2bowt the Government's
exacl intentions in respect of that Bill now that it has fallen
into such coniemp! on both sides of the House?

The Prime Minister: My right bon. Friend th: Homz
Secretary bas audibly dissented from the hon. Gentleman's
interpretation of his remarhs when 1 was awzy on Tuesday.
The hon. Gentlemar will accept that the Bill was bzsed on
the findings of 2 Roya) Commussion. He wil) 2lso accept
that we wish 10 ficht erime with every possible Jegitimate
weapon, and i1 is imponant that we should be dznied
neither the means of idzntification por the means of proof
for fighting those cnmes.

Engagements

Q3. Mr. Heddle z<ked the Prime Minisier if she will
list ber official engzgements for Thursday 24 March.

The Prime Minister: This moming 1 presided a1 s
meeting of the Czbinet 2nd had meetings with minisierial
collcagues and others. 1o zddition to my duties in the
Bouse ] shall be baving further meetings Jater 10day. This
cvening 1 shall be anending a dinner given by President
Kaunda.

NMr. Heddle: Does my night hon. Friend agiee that for

far 100 Jong 1cacher Gzining courses Lzve conizined 100
rzny brelevant 2nd gpunous subiecis such 2s sociology

RCH 1933
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and puacholopy? Docc sl

aunouncement cather s weck by myv el bt Froes:
the Sccrcrany of Stare foi Education and Sticnie w tbetie:
equip teachers 10 teach chldren yeal subjects that will b
of practical benefit 10 them in the scal world? Will ghe
undenake 10 brng forward the White Papei proposels as
carly as possible? 5

The Prime Minister: 1 welcome my right hon
Fricnd's White Paper on the training of 1cachers. There 35
an opponunity 10 improve leaching 10 our schools, 1o
secure @ maich of 1eachers’ qualifications with the shonkge
subjects, which is mos! imponant, and 10 zssess what
really matters, which is their competence in the classroom.
Those things will be done and will be warmly welcomed
in the counoy. '

Mr. Foot: Perhaps the Prime Minisier can help us by
clearing vp the confusiop created by some apswers we
beard earlier this aficrnoon from Treasury spokesmen
about Joans 10 Arpentina. Can she confirm that talk< op the
Jegal conditiops of the Josp bave proved difficult, as was
reponied in & pewspaper 2 few days zg0? Have those
difficulies been created by the Brush Governmen
because they are trying, at Jast, 10 Jay down conditions
aboul the expenditure of thal mopey op arms?

The Prime Mipister: 1 remember the nght hon
Gentleman szyving from that Dispatch Box that i1 wes po
earfhly good trying 10 Jay down such conditions, but his
guestion now is completely different. We supponed the
Jozns from the IMF 10 Argpeplina On cenain Stringen!
conditions. There are rwo commercial Joans 1o which
different conditions apply. We supporied the Jozns for rwo
yeasons. First, in the absence of eitber an IMF lozn or
commercial Joans there was a possibiliny thst Arpentine
would default. If 1 did so, it would have far more money
10 spend on arms, thap if it met the debt. [/nicrruprion.) 1
am afraid that is 2 facit of life. Funhezrmore, unless
Arpeptinz receives some belp, it could Gefault 10 third
couplries and, therejore, mgeer off the collapse of th:
difficult and delicate packzges that were agreed berwesn
the IMF and those coupwmies. Therefore, it was 1p ow
interests 10 do what we did, botb through the IMF znd
through the agreement of two commercial Joans upder
different circumsiances. '

Mr. Foot: Does the right bon. Lady siand by ber
statement of 27 January thal the money bas not beer Jent
for arms? Is it pot the case that, under the plaps that she
is now apparently zllowing 10 go ahead. the money may
be spent on arms? Does she 1ake account of the fact that.
according 1o recent repons, up1o £6 million of Argentinz’s
£38 million foreign debt is believed 10 hzve been spent O
defence? Is she aware that Aygentina hes greatly increzsed
jts arms supplies, some of which may have been paid for
with British mopey?

The Prime Minister: The right hon. Genileman bas
still not tzken note of my first point. The zliernzuve Was
that Arpentipa may defaull. [Interruption.] The right hoT.
Gentleman may pot like it, but if a country defzulis on 2l
its debts, much more money is relezsed that could pay fof
arms than would have been the case if thal country Wa*
held 1o repzying its debis. That is obvious.

.

Mr. David Steel: Has the Prime Minisier had time 10
see the study by the Association for the Conservanor of
Encrgy, which sugpesied thar 150,000 new jobs coul be

et s s 1, 3 it N, 8. B
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Argentina (Arms Purchases)

Mr. Dalyell asked the Prime Minisier what evidence
Her Majesty’s Government have for the statement by the
Economic Secreitary 1o the Treasury, Official Repor, 11
July, €.7617, that Intemnationa! Monctary Fund Joans will
make Argentina less likely 10 purchasc arms.

The Prime Minister: The lniernational Monctary
Fund cannot lay down the deiailed public expenditure
programmes. 11 reguires & disciplined finzncial policy
which Limits the Jevel of public expenditure and which sets
other performance targcls. To the extent, therefore, tha
Aspentina is forced 1o give prionity 1o peying debt,
controlling public expendituse and limitibg borrowing, s
sbility 10 purchzse arms should be consuzined.




