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My LoEunmes - Bk of EXSLYyy

1, WHEN ECONOMIC MINISTER VISITED NEW YORK YESTERDAY, THE FEDERAL
RESERVE BANK RROADLY CONFIRMED THE GENERAL PICTURE GIVEN BY US
TREASURY IN MY TUR, FRENY WERE UNAWARE OF THE WELLS FARGO CASE

MENTIONED IN YOUR TELNO 851,

2, COMMERCIAL BANK CONTACTS INDICATED HOWEVER THAT THE SITUATIOR
HAD BEEN CHANGING DURING THE WEEK, MAJOR US BANKS WERE SEEKING TO
LIMIT USE OF ARGENTINE SHORT-TERM CREDIT LIHES TO THE LEVELS

ACTUALLY REACHED BEFORE THE CRISIS,

SMALLER BANKS WITH A HIGH

EXPOSURE IN LATIN AMERICA WERE PULLING OUT AS SOON AS CREDITS
MATURED,- AND BUILDING UP THEIR LIQUIDITY AGAINST THE POSSIBILITY
OF DEPOSITS BEING SHIFTED AWAY FROM THEM, ONE OF THESE BANKS FELT
THAT EVEN |F THERE WAS AN IMMEDIATE POLITICAL SETTLEMENT, THERE

WAS NO WAY THAT ARGENTINA COULD AVOID

GOING BROKE WITHIN 2 MONTHS

OR SO, AND A NUMBER OF FIRMS DOiNG BUSINESS THERE MIGHT ALSD
COLLArQE ONE OF THE LARGER BANKS BID NOT FEEL THIS WAS3 INEVI'ﬁBL”
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" COLLAPSE, ONE OF TME LARGER BANKS DID NOT FEEL WAS |NEVITABLE
IF THERE WERE A POLITICAL SETTLEMENT SOON, BUT AGREED THAT THE
POSITION WAS DETERIORATING, AND CITED A MAJOR CANADIAN BANK H“u}-
REFUSED TO ROLL OVER A CREDIT TO ARGENTINA, AND FA{LURE THIS WK
BY THE PARIS BRANCH OF BANCO DE LA NACION TO REPAY MONEY MARKET
LOAN FROM AN AMERICAN PANK, EVEN THOUSH THE AMERICAN BANK HAD
OFFERED TO ACCEPT PAYMENT IN THE US IF THIS WOULD BE EASIER THAN
PARIS, 9
3, SOME OTHER LATIN AMERICAN COUNTRIES WERE SAID TO BE ALSO
SUFFERING BY ASSOCIATION, IN THE SHORT RUN, THIS TENDENCY WOULD
BE SOMEWHAT INDISCRIMINATE, BUT IT WAS FELT THAT BRAZIL, WHICH
HAD ALREADY TAKEM SOME MEASURES TO STRENGTHEN 1TS ECONOMY, MICHT
NOT BE TOO SERIOUSLY AFFECTED, NOR WOULD MEXICO ALTHOUGH IT ALREADY
HAD ITS OWN PROBLEMS, ON THE OTHER HAND, VENEZUELA HAD COME UNIER
PRESSURE BECAUSE COF THE BELLICOSE LINE 1T HAD TAKEN SO FAR IN TuE
CRISIS, AND ITS FINANCIAL ADVISERS WERE RELIEVED TO BE COUNSELLING
A LLOVER PROFILE, THE VENEZUELAN EXCHANGE RATE MIGHT WELL COME
UNDER PRESSURE, AND ONE OF THE BRITISH BANKS WHICH HAD BEEN
INVOLVED. IN A SYNDICATED LOAN TO VENEZUELA HAD BACKED OUT AT THE
SIGNATURE CEREMONY ITSELF. (THIS WAS CLEARLY A REFERENCE TO THE

" LOAN MENTIONED IN YOUR TELNO 77 TO CARACAS,) PERU WAS ALSO FELT
TO BE SHAXY, A SYNDICATED LOAN, WHICH KAD BEEN HELD UP FOR FOUR
MONTHS BY ADMINISTRATIVE DELAYS IN THE PERUVIAR ADMIN|STRATION,
COULD PROBABLY STILL BE KEPT INTACT, BUT ONLY JUST. CHILE MIGHT
ALSO BE ADVERSELY AFFECTED BY FEARS THAT A CONFLICT MIGHT EBREAK
OUT OVER THE REAGLE CHAMWNEL,

4, FCO PLEASE ADVANCE TO LITTLER (TREASURY) AND LOEHNIS (BANK),

HENDERSON.




