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1ls I attended luncheon January 11 hosted by Myreira Salles with

\
Serpa, Galvao, Valdir Borges (Galvao's new Chief of Cabinet) and \L
Korp. Prevailing atmosphere one of apparent underlying comsensus W

among Brazilians present for need cooperation ameng them for )
cbjective preservation democracy in Brazil and ensuring free A\
1965 elections, Of interest that Galvao and Borges (both from

Rio Grande do Sul and particularly fermer frequently described \G\

as having links with Brizola) joined in, and frequently initiated
disparaging remarks about persens such as Brizeola, Brochado da
f@chay, Cibilis Viana, and Dioge Gaspar. Galvao and Sexpa
inditated that Diego Gaspar had just resigned (no confirmation
yet in press) and Galvao remarked that Caspar had owed his jeb

on resident's staff to Evaadre Lins,

2. Serpa described tenor his recent conversations with Coulart
and activities which had been set in meotien, aleng lines of
REFTEL and previocus. He seemed be revesling some aspects
these developments for first time teo Brazilians present,

1 Mentioned that his last talk with Gpulart on January 10

\\' (subsequent to talk with me weported REFTEL) proyided further

\?i confirmation Goulart's determination preceed in indicated
\ I
Qg_ direction. Foresaw next steps toward debt.negotiatiens would be

exchange letters with de Gaulle and exchange of letters with
OECD, after which Moreira Salles would be appointed

negotiation. (Serpa
1 ’t“
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(Serpa told us privately that Jose Lopes de Oliveira, who slated
take over Diogo Gaspar's pesition, left January 11 fer Paris to
join Camara and carrying original letter to de Gaulle and draft
letter to OECD)., Serpa again said in next few days Goulart
would make announcement about Brazilian pesition at UNCTAD
including airing private foreign capital preblems there. Serpa
hoped Moreira Salles would be appointed leady Brazilian
delegation this meeting also.

3. Moreira Salles stated he pleasantly surprised at what
achieved by Serpa which he termed remarkable and hopeful turn.
On UNCTAD Moreira Salles said wanted Brazil play censtructive
role, looking toward expansion werld ecenemic activities and
trade, rather than leading or joining line-up underdeveloped
countries against industrial natiens,

4, T mentioned importance and relevance Brazil's relatiems with
the IMF to debt negotiations (aleng lines DEPTEL 904), Moreixa
Salles expressed some caution about a consultatien missien,

lest it might give political ammumitien te natiemi@lists thus
jeopardizing new effort achieve e¢grderly debt relations with
international financial community generally. Calvaeo alse
appeared somewhat apprehensive, Serpa, however, less cautieous,
saying political risks could be minimized threugh persenal !
Coulart invelvement and propouncements en debt negotiatiens,
Moreira Salles agreed that if Goulark made clear Brazil seeking
only debt re-negotiation abroad and not new credits, this would
help relieve speculations about underlying purpese any IMF
migsien and preserve its routine nature as Article XIV
consultation, All Brazilians around table appeared agree best
issue invitation to IMF simultaneously with anneuncement
initiation debt negotiations, All alse felt any IMF missien
should be kept small, preferably no mere than 2 (Finch and
Zassenhaus mentioned). Question missien and timing, hewever,
remained inconclusive,
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5. On timing debt negotiations Serpa and Moreira Salles ex-
pressed belief “'gﬂtld“*qu should begin soon as possible,
with most likely time being February. Salles raised problem
how handle stretching out obligations to private holders both
suppliers credits and commercial arrears, especially in US
case wb:*n in contrast Europe, government guarantees mostly
not involved. There was some suggestion small private credito
could be paid on schedule {or promptly as possible in case
commercial backlog) with larger ones offered notes through
banks acting as intermediaries, somewhat similar fashion to
1957 Colombian procedure.. (Perhaps portion coffee revenue coul
be pledged this purpose,) Discugsion of private claims during
debt negotiation meeting in OECD context could probably be
facilitated through participation in negotiations of repre-
sentatives large private banks (e.g. Chase Manhattan, National
City) normally having financial relationships with important
exporters to Brazil. Any guidance Washington agencies can
offer on this would be helpful to Embassy.

6. Agreed further contacts would be maintained on these
questions. We %twaq ed importance adequate analysis and
breakdown debt obligations, Moreira Salles agreed Bragilian
coffee policy and Brazilian earnings prospects from coffee
under new market conditions would form one of central questions
in any debt negotiations. Salles expressed hope IBC would
adopt sensible policy of avoiding feeding speculative forces
which he felt were rampant in the world coffee market, so as
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to help prevent unsustainable price increases which would

only jeopardize level coffee consumption abroad and would lead

new precipitous fall coffee prices. Salles believes 45 cents
d is "excellent price" for Brazilian coffee and GOB

cts should be directed towards stabilizing price approxi-

mately this level.
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