1 December 1883

YUGOSLAVIA

The Prime Minister has noted the

contents of your letter of 25 November.

Miss Judith Simpson,
H.M. Treasurv.
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25 November 1983

A J Coles Esg
10 Downing Street

esr Toka,

YUGOSLAVIA

Following the Prime Minlster's meeting with Madama Flaninc
last week you asked me-to axplain the insistence, in the

wasg the multilateral one.

The line was agreed betwean the Treasury and the FCO. In
fact, we are reasonably satisfied th3at Yugoslavia's need

for further assistance in 1984 is much less than in 1983.

The ¥Yugoslavy administration, desplte the difficulties of

itz federal structure, have made enormous progress towards
turning round the economy, and eliminating the balance of
payments defi_it. Admittedly, there 1s a long way to go.
But the 'gap' in the Yugoslav balance of paypents for next
year seems to us likely to be much smaller than the IMF have
suggested (they have put it at $3.3 bIllion) and indeed the
Yugoglavs themgelvas think the IMP have overdone it, 1In
particular, the IMF suggested a build up uﬁﬁwaav resarves
of some $1 billjon, which the Yugoslavs think an unjustiiiable
luxury at this stage.

—

Wae are therefore fairly confident that a rescheduling operation,
together with an IMF programme, some new bank money, and
credits which we know are already on offer from other govern-
ments, will be enough to do the trick. We do not exclude

the need for a possible small-scale UK contribution. But

there is still £113 million of UK export credit, available

"in the pipeline™ from previous agreements, which can be

drawn in 19%84; and we are still on short=term cover.

UK representatives took this line at a meeting in Geneva

lasgt week under Swiss auspleces, between the creditor govern-

/ments and a
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mentes and a Yugozlavian team. We game under no great
pPressure, for the FPrench and Germans took a very
similar line, We are all partners in a new EIB loan
te Yugoslavia.

If at a later stage, we were to become uncomfortably
fisolated, 1t might become necessary to ocffer scoma further

lfasmall-scale bilateral assistance; preferably in the form
of additional short-term cover (which minimises the risk
to ECGD). But we do not at present see the need for
further medium or long term cowver. I understand that
FCO, DTI and ECGD share this view.
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MISS J C- SIMPSON
Private Secretary







