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S U B J E C T : A t t a c h e d T e l e g r a m f r o m L i n c o l n G o r d o n o n E x i m b a n k L o a n 

W h e n t h e E x i m b a n k a g r e e d r e c e n t l y t o " r o l l - o v e r " B r a z i l ' s d e b t s t o 
t h e B a n k , E x i m a l s o a g r e e d t o p r o v i d e $ 3 0 m i l l i o n i n n e w l o a n s . T h e 
r a i l r o a d l o a n , w h i c h G o r d o n w a n t s t h e B a n k t o m a k e , w o u l d t a k e t h e 
w h o l e $ 3 0 m i l l i o n a n d i t w o u l d b e j u s t a f i r s t t r a n c h e o n a n u n d e t e r m i n e d 
a m o u n t . E x i m b a n k w a n t s t o p u t t h e $ 3 0 m i l l i o n i n t o p r o j e c t s w h i c h w i l l 
e a r n f o r e i g n e x c h a n g e f o r B r a z i l . 

E x i m b a n k i s w o r r i e d a b o u t i t s " e x p o s u r e " i n B r a z i l - - n o w a b o u t 
$ 7 5 0 m i l l i o n . I t d o e s n o t r e g a r d t h e r a i l r o a d p r o j e c t a s b a n k a b l e a n d , 
a s a p r a c t i c a l m a t t e r , d o e s n o t b e l i e v e B r a z i l c a n p a y o n r e g u l a r E x i m 
b a n k t e r m s - - 1 0 t o 1 5 y e a r c r e d i t a t 5 - 1 / 2 % . I f p r e s s e d , E x i m b a n k 
r e g a r d s t h e r a i l r o a d p r o j e c t a s o n e f o r A I D , i . e . , l o w i n t e r e s t a n d 
l o n g p a y o u t . 

S t a t e ' s r e a c t i o n i s n o t t o p r e s s E x i m b a n k o n f o r e i g n p o l i c y g r o u n d s . 
I t i s n o t c e r t a i n i t w o u l d b e b a d e c o n o m i c s f o r B r a z i l t o u n l o a d s u r p l u s 
c o f f e e f o r r a i l r o a d l o c o m o t i v e s a n d d o u b t s t h a t E a s t G e r m a n y o r o t h e r 
S o v i e t b l o c c o u n t r i e s w o u l d r e a p a p o l i t i c a l a d v a n t a g e . I t i s n o t c l e a r 
t h a t t h e d e a l w i l l g o t h r o u g h a n y w a y . I n o r d e r t o a v o i d d i r e c t B r a z i l -
E a s t G e r m a n y t r a d e t i e s , h o w e v e r , S t a t e i s t o y i n g w i t h t h e i d e a o f t r y i n g 
t o i n t e r e s t t h e W e s t G e r m a n s o r B r i t i s h . 

C o m m e r c e w a n t s E x i m b a n k t o f i n a n c e t h e s a l e , b u t i t i s n o t c l e a r 
t h a t G e n e r a l E l e c t r i c i s w i l l i n g t o b e a r i t s s h a r e o f t h e r i s k . 

I d o n o t t h i n k t h e r e i s a n y t h i n g f o r u s t o d o , b u t I d i d t h i n k y o u 
s h o u l d b e a w a r e o f t h e p r o b l e m . * 
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PERSONAL' FROM AMBASSADOR FOR SECRETARY CONNOR, B E L L / MANN, ' S ^ N * ^ 
VAUGHN, AND L l f D E R _THUNK>UN 
L I WANT TO CALL YOUR PERSONAL ATTENTION TO D E P T E L 1220 
f E P L Y I N G TOAID 1677 ON SUBJECT LOCOMOTIVE REQUIREMENTS SAO 
PAULO STATE R A I L W A Y S . T H I S CASE I S ' CLEAR EXAMPLE WHERE 
RELUCTANCE'EXIMBANK CONSIDER FINANCING RUNS CONTRARY US 'NATIONAL 
I N T E R E S T S AND PROGRAMS TO PROMOTE EXPORTS rAND DISCOURAGE TRADE 

i WITH S I N O - S O V I E T BLOC BY COUNTRIES SUCH A S BRAZ 1L. I * B E L I E V E 
V IT WARRANTS REVIEW AT HIGH P O L I C Y L E V E L . 

CFN 1874 12 5PM 1228 1677 
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2 . EXIM RESPONSE MAY BE'SOUND FROM PURELY BANKING VIEWPOINT 

BUT I T IGNORES FACT THAT OVER NEXT FEW4 YEARS B R A Z I L WILL HAVE 
TO IMPORT MANY, MANY M I L L I O N S OF DOLLARS'WORTH'OF L O C O M O T I V E S , 
m i L S AND OTHER RAILWAY R E Q U I R E M E N T S / A MAJOR I S S U E WE FACE NOW 
I S WHETHER US S U P P L I E R S AND THE US GOVERNMENT WILL BE C O M P E T I T I V E 
(R WILL ALLOW T H I S TRADE TO GO BY DEFAULT TO EAST GERMANY AND 
OTHER COMMUNIST BLOC C O U N T R I E S . " UNDER EXPORT PROMOTION PROGRAM 
ME SPEND MANY MANHOURS S E E K I N G " S A L E S I N THE THOUSANDS 'OF D O L L A R S , 
VHEREAS D E C I S I O N T H I S CASE MAY DTERMINE SOURCE O F f S U P P L Y OVER 
MANY YEA RS OF EQUIPMENT AMOUNTING TO MANY TENS OF M I L L I O N S . 

3 . I MOST STRONGLY URGE RECONSIDERATION EXIM P O S I T I O N 
AND APPROVAL ONE OF ALTERNATIVE'MEANS OFFER FINANCING 
RECOMMENDED PARA 6 TOAID 1677. WHILE WE DO NOT D I S A G R E E WITH 
EXIM APPRISAL MANAGEMENT AND CONDITIONS B R A Z I L I A N R A I L W A Y S , 
T H I S I S OPPORTUNITY TO INFLUENCE IMPROVEMENT AND PRESERVE PLACE 
IN MARKET FOR US FIRMS INSTEAD OF FORCING B R A Z I L TO R E L Y ON 
IRO* CURTAIN S O U R C E S . MOREOVER, WHOLE D R I V E PRESENT GOVERNMENT 
I S TOWARD SOU© ADMINISTRATION I N RAILWAY"*AS I N OTHER SECTORS 
AND GOB GUARANTEES'WOULD SAFEGUARD EXIM AGAINST ANY S E P C I A L 
R I S K S WHICH RAILWAY SECTOR MIGHT I N V O L V E . GORDON A 
BT NOTE: "HANDLED LIMDIS PER SS-0 
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