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The Timber loans to Y\lggahﬁ.a and Finland

In October 1949 the Bank made two loans for the purpose of
increasing the production of timber in Eastern Furope. These loans were
designed to fit into the plans for increasing timber production which were
drawn up by the Timber Committee of the Economic Commission for Europe. One
loan, in the amount of $2.3 million, was made to Finland and the other, for
$2.7 million, was granted to Yugoslavia. Although different in detail, in
principle they were identical.

These two loans weére relatively short-term, the final repayment
taking place only two years after signing. The Bank's loan agreements were

made with Yugoslavis and Finland respectively, but each of them in turn made S.hodwen

agreements with various gountries importing the timber produced under these-
agreements, The suppliers undertook to ship specified minimum amounts of timber
over specified periods to certain importing countries and the importing
countries undertook to pay for their imports in dollars and to méke such pay=-
ments direct to the Bank tc be used t0 amortise the loans. The proceeds of
the loan were used for the purchase in the United States of a variety of items
required in the production of timber and forest products. As part of the
project in each case the borrower undertook to supply timber to a broad but
specific list of countries (among which were included the countries whose
payments would amortise the loan) and to endeavor to purchase additional
equipment in Furope for the further expansion of the industry.

Both loans have now besn repald in full. In fact, in both cases
there were over-payments necessitating refunds by the Bank. These overpaymente
were caused by a conservative estimate by the Bank as t© the speed with which

the loans would be drewn down. In order to err on the right side, the Bank
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sssumed that the loans would be drawn down quickly and hence interest an the
full amount of each loan would accrue from an early date. The schedules of
payment to the Bank by the importing countries were based upon these conservative
estimates. In the event, the loans were nol drawn down as quickly as had been
allowed for and hence the payments by the importing countries were larger than
necessary to service the loan,

This possibility had besn foreseen and in the Tugoslav loan the
method by which such overpayments were to be refunded was sebt out, but for
technical reasons this could not be dome in the Finnish loan.

As reported in the Semi~Monthly Report to the Emecutive Directors
of October 17, 1951 (R=527), the emcess repayments under the Yugoslav loan were
refundsble on the basis set out in the loan agreement. This has now been done.
As mentioned in the same report, it 1s intended to refund the excess payments
made under the Finnish loan on the same basis &8s set out in the Yugoslav loan
agreement. This awaits only the agreement. of the importing countries and is
expected to be accomplished shortly.

It should be mentioned that in both cases the actual shipments of
timber from Yugoslavia and Finland to the importing countries were seversl times
the amounts called for under the loan agreements. ’I:he report tha{ France did
not receive her allotment of timber wnder the agz'w&b/\c 1d not be construed
as implying that France did not receive the quantity of timber called for under
her-agreement-with_lugoslavia, but only that the appropriate portion of timber
received was not designated as coming under the agreement. ILikewise, the
cancellation of part of the Finnish loan does not imply that the full amount of
timber was not delivered, nor that the full value of equipment was not received,
but only that some of the equiment imported was paid for under somes other
financlal arrangement.

The purpose of both loans was to make possible a long-term increase
in the production of timber. These two lcans were only a small part of the
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measures taken to accomplish this purpose. It is too soon to appraise the
long range results of the loans, bul the avsilable indications are that within
their limited scope, they accomplished their purpose.
As financing operations, of course, they were completely successful.

MLLsjeune/bva
November 9, 1951



