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Summary:
CHARGE l. Capital flewe to Brapil from the Dxpert-Impert Bank of the Unitad
ATDE Jtates, the Intar-Americon Develospment Bank, the Internatisnal Bank
MINECOR for Recomafruction and Development, and 1ts affiliate the Internatiocnal
PINATT-0 Pinauce Co ation incressed subatentia ever the past § rears.
ADDP Thie tyend expscted to continus and combimed project lean dishurse-
) g ments of the four sgencles are. projected ¢4 reach § 371 willion in
BCCH,/COML 1975 a» compared to § 230 million in 1568 end enly $ 4S5 wmillien in
ECON 196h. Owing te smertizaticn paymente the cemdbived net fleow of reseurees
USAID-10 wag $ 18 millien in 1988 but iz projected te reach $ 186 wiliien
CP-2- in 1975. This interactiomal ageney lending is pleying su inereasimgly
DEAN iwportant rels in finencing the feraign exchangs costs of Bresil’s

investeent prograw. Olven the faverebls average maturities and in-
tarest raten of the official leang relative te gpriwate fimsuoing,
these agencies are helplng DBresil te ascelsrats develepmsnt without
sericesly versening itz fereign debt pesition. Fotential problams
that sceompony higher lovels of leans funlude: 1) ssssitivity te
increased agency ivvelvemsnt in Bresil's development plamalng, 2) isss

than waxizss abilisetion of ressuvces lzok of coerdinstion
smong the varisws finascial imstitutiens, 3) sxhwustien of Brasili’s

Encleosuress
1. Tabls 1 - Intervstienal Ageunsy lending in Brasil, 1964-1968
2. Table 2 - P;ggacm Intermational Agency Capital Visuws te Brasil,
19681975
NSULAT 3. Table 3 - Prejected New Lpans, 1965.-1975
E OF THG,UNRED Iy L4 ~ Projected Disbursements and Repepsents of Leans Outatade

OF AMERICA ing as of Dsc. 31, 1968 :
A 5. Table 5 - Swemsry of Authorimstions and Undisbursed Balances
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eapacity to abserb forelgn capitsl for spesific projecte, = 4) in-
creases in the pipeline of undisbursed fends ewing to new suthorisaticns
axcoeding dicdbersamenbs, and 5) increasing level of interest rates and
shorter maturities associatsed with new loans.

Ths Begimning of Significant Levels of hmm-:_lﬁ

2. During the five-yesr peried 196L-1968 the IBAD, IFC, IDB and U.S.
Eximbank, togethar, approved loans fer Brazil tetelling $ 994 millien
(Table 1.} This high level ef new loans vaprssented a sharp inergass
over the preceding three jears wvheon these institubtions, with the excep-
tion of the IDG, were virtually insctive in Brasil. Also cembined dis-~
bursesents por yoar rese by 153 percent fvom 1964 to 1968, %Tetal dis-
bursesents for the peried empunted teo $ 357 million. Despite thess
impresaive increasee in both disburesments and new loams, uet capitel
flow to Bresil from these institutions was oaly § 5h during tho fiws
yoars 198i~1968 ocwing to am offestting riss in smertizetion paymenis to
the lending sgencise. Combined ocutatending undisbursed balences io-
creased from § 167 millicn in 196 te § 636 willion in 1963, IBED ap-
proval of now loans witheut correspondihy increases in sctusl dishurss.
wouts sccounted for 54 percent of this ineresse but the undishavsad
balances of the other thrse sgenciss also incressed frem 198L te 1968.
{Table 5.)

Other than USAID
3. /Brasil's weet consistent seurce of extermal finsnsing wee the IDB.
I% approved waw leens of § 90 ts § 100 wmillion por year end disbursed
$ 247 millicn ever the five-yser period. &/ The IBAD approved § 366
willien in the four years, 1%65-1968 bat, given the sbsswace of lesns is
the caxly 1960'a, disburseusnts ware 8o small that ouly in 1968 wee
there a wet flow of rescurces o Brazil. Rspayesat to Exiwbenk (in-
cluding vepayusuts of compsnsatery leans) alse encesded mew loan dis-
barseapnts but the trend was olserly improving for Bragil. From 1966 ts
1968 Exisbenk sutherizations went fvoa $ 4 to § 71 willien aud disbures.
wonte rosa Srem § 1 to § 2 millien. IFC activity in Brasil wes wary
linited with approved investments ef only about £ 30 million and

et Llow slated with »espect Co priucipal oniy. if Li0lerset
pay=eonts included F2 wad o not sutflow of capilal from thase
four agsncies. Mereowsr, Pspayments to the Intermetional Memstary Pund
frem 196k te 1968 inclusive excesdsd drewings by $ 67 millien thus ze-
sulting in additional met outflew.
2/ USAID financing exeseded IDB financing but iz wnod includsd in this
airgram. During the peried 198L-1968 AIDR disbursemsnts smeunted o
§ 641 million ($463 million Program lesns and 8 178 willion Preject
Loans) cempared to the IDB total of 8 247 millien.
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disbursesants of abeut § 20 willion over the 1964-1568 peried.
n
Terms and Moturities

4. Breszills overall external hhzs 1o in terms of lean coumitments
impreoved frem 1964 to 1968 owing/ ¢ moderately soft rapeyssnt Serss
atteched to the higher lswel of lesps from the internatienal agencies,l/
Fer instance, IBRD lssus with average maturity of 22 yesrs iuneluding i
years grace aud interest of 6 te 6-1/2 poreent incresasd sharply after
1965. Alse now IDB sutherisastions frem Ordinavy Capital and the Bund
for Spsciel Opszations which incresssd steadily had an sitrective aver~
ago ameriisatien psried of abeut 13 yeers with 4 yeers grace. Heowever,
ineregsed lending hez nst bosn accompanied Ly were genersus terws, In
fact, usw leens from the IBED and particularly frem the IDB's mg
Capital Fund demsnstrated a treud toward highsr intersst rstes. And
the 9 year awrage meturity of Exiwbsnk lsnding in the 1980°3 was such
ehorter than that aszocisted with leans in the 1940's and 1950%s. Regard-
ing terma a8 well as velums of tranafevred reseurces, USAID leans at 3
percant intercet and repayable over LO yesrs including 10 years grace
have far sutdistanced the internaticnal sgenclss and the BEximbank in
contributing te Brazilis silmlisceous econemic rgcovery and improved
debt situstisn since 196k,

Prespscts fer the Pubuve, 1969-1975

5. Potal distursemanis of the four agevcies sve projected to resch

$ 371 willien i 1975 ss gorpared to 8 113 miliion in 1968. (Tabls 2.)
Disburssusnts of loans cutetsnding at the end of 1969 will acecunt for
the bulk of sapital inflow in 1969~1971 (Tabls L), vhile disbursemvuts
of naw lsens will bscoms proportionstely groeter in 1972-1975. Yow
euthorisations are projecied te rise steadily frem § 280 willicn in
1969 te $ 40O millien in 197k, on the busis of ewrwenttrends and pre-
fessed intenticnz of the wariocuws sgenciss (particuleriy the IBED) to
expend londing estivities in Bregil. (Table 3.) Disbursewsuts of both
sutstanding end projoected nov losns ere eztimsted with esnsidevetion
given to the nature of the preject, disburssuant performsme to date,
and a yule-of-thumb assumpiion that there will be vo dishurszements
during the year of suthorizatien snd disburseeent sf 10, 25, 25, 25,
and 15 perceut of the suthewriged ameuwnt ia the subsequent § years.

6. The prejsct loen debt prefile will osonbinue to imprsve frem 1565

1/ See Rio &-271 of May 13, 1969.

2/ hfter 196 the preportion of tetal IDB sutherizations thet was pro-
vided by ths PSO at 2-1/k %6 L psrcesnt interest declined from 73
percent in 1965 %o 38 percent im 1568, Owrdinery capitel loans
cerrying intevest of S-3/4 %o 7-3/L percent increessd cerrespond-
ingly ag a percent ef the tetal. '
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to 1975 &5 new loans with longer maturities contribute to a substantisl
inorease in the nst flow of resources. Excluding repayments of com-
pensato¥y loans to the Eximbank (asseciated with debt reschedulinge

in 1961 and 1964), the net flow of foreign exchange rescurces in the
form of project loans from the four agencies is projected at § 217
million in 1975 as compared to $ 63 million in 1968. Howsver, compen-
satory lean repayments to ths Eximbenk ameounted to 8 LL.7 million in
1968 and will amount to $ 30-45 million per year in 1969-1975. With
these amortigations included, the net outflow to the Eximbank is
projected to contimue throughout the pericd. If these projected amor-
tisations are included in the calculaticn of the combined net capital
transfer to Brasil, projected total net inflow is reduced to § 166
millien in 1975 in contrast teo § 18 wmillien in 1968,

Conclusions and Comments

7« Steadily rising lewels of international sgency project lending to
Bragil will cleariy contribute te econcmic growth and help offset the
foreign exchange costs of overall investment. To the extent that moat
of the official capital inflows carry softer repaymont terms then
private long-term loana of suppliers credits, greater activity by the
international agencies has and ean continue to provide necessary ro-
sources without seriously increasing Brasil's amual debt service re-
quivsments. The importance of svolding unmaunageable levels of debt
and subsequent defsults and rescheduling of repayments is appreclated
by the menstery authorities. At ths recent Inter-American Bank con-
fersnce in Guatemala and again at the CECL: weeting in Vina del Mar
Brezil urged the reduction of intersst rates en loans to Latin Awerica.
However, Bragilisn sutherities certainly ascknowledged the harder terms
of available private finsncing and want to attract official agenucy
loans as well as leng-term private direst investment.

8. A potential problem associated with increased efficiel lending is
that it is accompanied by heightensd agency invelvement in the natien's
development and investment program. This latter implication wight be
expectsd to offend certain nationalist sensitivitiss and result in an
standoffish attitude toward the internationsl agenciss. On the level
of specific project implementation, for example, reluctance on the
part of Brazilisn authorities to ascoept certain conclusiens and
conditions-precedent of the IBED hss already resulted in a large pipe-
1line of undisbursed funds and raised doubts sbeut certain proposed
future loans, In the view of many Breszilisns the Bank's requiremsnts
ere wreslistic and seem to suggest thet the IBRD waats o weke it un-
vecessarily difficult for Brasil to borrew. Heowever, even if prg-
disbursement requircments are scmswhet wedified, Brasil will hawe o
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augeent its capacity te prepare scseptabls projects ia order te absorb
ﬂse capital which the internatiensl sgencies hove appreved and appear
dispaaad to offer in the futwre. PFinelly, increased develepmont lend-
ing by agencies such as the IBED and IDB raises the nsed for grester
coordinntion among these institutions sand bestwean them and USAID. En-
bhaveed commanications esuld contribuie substantially te wore efficient
use of rescurces through informal designatien of sscter spesialisatien
end/or complementary losns in the same gensrsl area. Alse coerdinastien
could lsed to scms sgresment on desirable pelicy ebjectives regarding
ssli-holp seasuwres %o bo 20gccisted with individual losns. Withsul
some coerdinatisn en functiocns and geals part of the potential bensfite

af increased lending could ba dissipated. 6
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L/ Includes componsatory loan repayusn
= in 1966-1968 respectively.

5/ Would have been higher oxcept that approwal of a $25.3 millisn
delayed from Dec.1968 to Jan. 1969.
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Table 2 -~ ?feggcﬁ&é

(miliiens of USS b

1967 1970 1971 1972 1973 197k 1975

etal Disburssmente 163.7 217.3 261.8 316.8 327.8 330.0 37.0
138D | gh.5  102.7 132,0 159.3 172.7 169.0 191.0
IFC / 2.8 3.1 5.1 7 6.3 8.0 8.0
T0R 2 784 75.5 81.1 88.5 804 87.0 92.0
Eximbank 28.0 36.0 3.6 61.9 68.4 69.0 83.0

Petsl B@EI!&OB“ E/ %9 111540 13812 151@? 160@6 1?}3':-6 185:;2
18D 13.4 4.5 2h.h 30.4 31.8 38.0  Lb.T7
e 1.5 1.6 37 5.0 5.2 Lok 5.0
ms ¥ W 1.0 16.8  20.7 27.6  33.9  39.7 b5.0
Eximbenk = 59.0 Yy} 89.4 88.7 89.7 92.5 89.%5

Total Hot Fiew 6.8 103.3 123.6 165.1 . 167.2 155.4 185.8
iBED by 88.2 107.6 128.9 140.9 131.0 146.3
m 1!3 165 1oh 2@1 1#3 eaé -
o8 3/ W/ 67.h, 88.7 604 60,9 465 LT3  U6.O
kmnk "’t‘&lng "‘&S\sl ""IAS-*B -*2606 -21:;3 '-9234&5 < 695

-

1/ Includes prejected disbursemsnts and repaynents of leans sutotanding at the and of

~ 1968 (see Table L.) and projected disbursemente and repayuents of neow loans auntbsvized
from 1969 %o 1974 (see Table 3.).

2/ Consists en repsyments of disbursed loans, repaymsnts of sxisting undisbursed leans,

~ and repayments of new loans.

3/ Poreign exchange caly. Oruseiro pertion of loens excinded.

S,’J Includss eﬁﬁp@mtm lesn repaywsnts of $ féhﬁ?p 3 h}-h?,g ] Moéﬂ 3 3775 & 310’45
$ 31.2, and $ 31.2 million in 1969-1975 respsctively.
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969, gt 1971 1972 1973 197k 19715
Haw fuihocimabions Z A I P, B, -
TBRD 133 152 203 acg 200 aag -
IR 5 -
™8 & 80 g, 88 92 % 100 x
Exinbapk 70 75 80 89 S0 95 @
Digsburasnenbe Baged
s Asiordsbtonn 2/ ¢ ko W ®» m = m
D - 13 L6 82 139 169 191
irg | » 1 3 4 5 5 5
B Y/ - 8 29 50 72 87 92
Exivhaplk é 13 28 Y 58 & 83
Repaymente of Baw losns é” - B 7.8 6.1 .2 543 797
m - ©w X = - 79@ 503
m o - - - Go:j Gﬂ? 152
i y - L " e L Sag moa 1838
m% o - ?a& 1611 agug ﬁ‘oh El‘koh
1/ Vovelgn euchasge only. Projested tobal valus of amhorizetions 100, 105, 110, 115,
125 in 1969-1975 wespecbively. On basis of cvuselive perbion of 21l leans 19641568,
totals radused by ap estimated 20 peresrd %o sxwiw ab projocted foveign embangs
soNponent .
ykaMmm&@mmimﬁmﬁhmmmmmMMJmam
10, 25, 25, 25 and 15 pareend respectively » suscessive yoage. In cosme of Exizbani
made exsaptidon in wdey o sccomodats wmuwslly repid devedewm of logss Loor

¥538
4

3/ Projested oa bes

R Al PR

I8 of everege gracs poricd e metusity of rroviously asthorized losas,

Yaking dnto ecoomt any slpar bromds such as changing teyms in recoad Feaxs. Esbimsted
grece perdods and maduridies weve, respectively: TR L/18; 0B b/11 {00) 16 (¥59)3




Table 4 - Prgjected Disbursements and Repsyments of
Loans Outstanding as ef Dec. 31, 1968
{nilllone of USE ty 0%

A. fotals E
Undisbursed
mlamm e
: Bsco.31,1 1 1970 1971 1972 1973 1974 1975
Bisbursements ""%}% g %ﬁr‘; 7.3 I57.8 T&7.8 538 - -
IBRD N v B9.7 06,80 “70.3 337 o e
IFO 100& h/ 2&8 201 2‘1 201 10 - 25
108 2&&? sl 739'6 6705 52-1 3305 sah - 2
miﬂuw 85n1 22@0 1800 1?06 16;9 I.Geh - -~

Of Outstanding
Loan Dsbt

Bepaymeuts 2/ mcgn T g9 9.2 909
PaAFEaT old Piia o 0]
3. 137 188 TV9 o

94,2  86.8. Thd 6Lk
Ik

IBRD a id3e a Tﬁﬁ
m 1606u 195 102 iu? 31@ 239 l.z? 18
0B 122.1 =, 11.0 11.2 10.3 11.1 11.4 18.8 10.5
Exissbanis 559.0 5/ 9.6 TL2 T 62.2 5.3 475  39.0
¢ Undisbersed
Balanca
3/ Des. 31, 1968 atn ¢ \ p
mm%ﬂ wn N @ 310 .’J,lul..L )42;-. !&505 L r.»:‘i.
138D » U8 8.6 1TF T8 168 0 193
IFe 10.4 0.4 2,0 2.0 2.0 2,0 2,0
™3 2k 2 Sa7 10,k 16,5 16.h 18.7 18.7
Eximbank 35.1 9 @ 9 10’5 109& 10u h low 2 6»1

y All disburssments of foreign exchangs only and projected oa basis of past disburssment

" performance record of individual losns and general assumpiion thet there will be we
digbursements during the year of sutherization and 10, 25, 25, 25, end 15 perceut ino
successive years, respsctively. BSse Tebles L. B-E fer details.

2/ Source: Central Bank of Brasil dete en sxtesrmel debt.

3/ Projected en basis of maturities of individuel losus.

li/ IDB undisbursed balance and GOB owtstanding debt to IDS ceasist of forsign axciangs
enly. At the end of 1969 outstarding IDB loens to Brasil also included wndisburesd

crugeires of $ 43.1 million end the Brasiliem eruseire debt to the TDB wes $ 133.2
million.

g:’ Includes outstanding compsusatery loun debt of § 02.9 willion snd projectsd
amortisations of § Uh.7, & bh.7, & kh.6, $ 37.7. & 31.4, $ 31.3, and § 31.2 willien
in 1$69-1975 respactively.
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22.5
450
35.0

6.2

8.1
L1.0
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0.0
2.0
223
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39.0
6.0
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Tabls 5 - Summary of Authorizations and Undisbursed Balances
s n ons )

A. As of December 31, 1968

Undisbursed
Authorigzations Bslances
1/
IBRD 7 658.1 330.4
Ire 2 Llb o, 0.k, ,
IDB 571.7 3 2l 9 &
Eximbank 1,647.5 85.1
Totals 2,918.7 670.8
B. Undisbursed Balances, December 196l-1968
196k 1965 1966 1967 1968
188D 0.8 7.4 76.2 2534 3304 Y
m - luo 2.‘& 10.0 IOBh ..j
IDB 163.2 213.2 265.3 301.4 293.6
Eximbanlk 3.4 26.3 26.1 36.9 85.1
Totels 16?61‘ 29709 37000 601:7 719-5

1/ Includes $ 74.9 million consisting of three loans which are spproved
but not considersd to be Peffective loans.”

2/ Includes an investment of $ 8.4 willien which 18 authorised but not
considered tc be an "effective loan.®

3/ Includes cruseiro porticn of losns. Also includes $ 5.8 million from

= specisl Conadisn Fund in 1968,

4/ Foreign exchange ouly.
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