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COUNTRY: Iraq
SUBJECT: Country reviev and recormendaticns for Eximbank's pragrams, (Country
= -

Appendix attached.)

T no exposure in Iraq and has not been active in
EACKGROUNBqﬁﬁE*- 5;ingﬁtc:;rizztigrza:han axgecade due to a number of reasong, Iraq
DONIRY S = broke diplomatic relations with the U.S. in 1967 at the time of the
Arab-Israeli var, subsequently embargoed imporcs fromhthe U.S: uwotil
1973, and the country paid cash for oost imporcs in the late '7qq
following the large oil price increases after 1974 and uncil 1981,
Iraq was cited by the U,S. as a country linked to internationaL
terrorisn from 1979 through March 1982 and as sucgichete vere more |
stvingent requiremeants for obtaining U.S. export licenses,

' Iraqi-1.S. Relations.

T -

Iraq broke diplomatic relations with the U.5. in June 1967 at the time of the.-
Arab-lsraell var. Since late 1971 the 9.S. has been represented by a U.5.
Interests Section in the Belgian Embassy in Baghdad,

In 1973 Iraq ended its nolicfeal han on 1.8, and Wase Gorman impores, dactding ea
Separate its economic and political policies. In 1ts desire to proceed as rapidly
as possible with the country's economic development, Iraq turmed Coward using
Hestern technology and capictal imports. The rapid rise in Iraq's 4mporcts from the

U.S. prior to the war with Iran - from Just 923 million in 1972 to $724 milldoen in
1980 - attested to the change. '

The U.S. Government has been villing to resume full diplomatic relations with Iragq
but the Iraql Government has not been prepaced to take this step to date,

International terrorism has been an isgue in relations between the U.S. and Traq.
The Fenwick Awendment to the Export Administration Act of 1979 established more
stringeat rules for the grancing of export licenses for 1.S. exporls to countries
cited for supporting international terrorism. In 1979, Iraq along with Syria,
Libya, and the People's Democratic Republic of Yemen was put cn the list. Iraq
remained on this lisc untd] Harch 1982 when the U.S. Departments of Comnerce and
State removed Iraq; Cuba and Iran were added. ' ‘

S$ince the removal of Iraq from the 1ist of countries supporting internatiomal -
textorism and more recently with the war going against Iraq along with the Iranfan
threats toward blocking o1l shipments in the Arabian Gulf, the U.S. haas shown
Teneved interest in a peaceful solution to the conflice.

l’ In December 1983, che U.S. Special Mideast Eavoy,
Co urge restraint and tg discuss ways the 7.§
Subsequently, the press reported chat the U.S

bonald Rumsfeld, visited Baghdad
« could be of assistance.
» ¥was tilting tevard Iraq,

The official U.s.
peacefwi solution.

posicion 4s one of neutrality 1in the var and of seeking a




o External Dubt
———=2as Jebt

In the Scaff’'s opinion, due to both unsatisfactory country econ:t:t;:ue
conditions and the possibility of physical damage o new prni;c
to the ongoing var, there would not be reasonable asgura:c:olel o
Tepayment f{or any med{uwm and long tern cransactioni age tgesc
Irsqi security. Alchough Iraq has considerable oi r;s:r::;;ent

; ble assurance of re .

ty by chemselves, provide reascoa
g::?i ;he-uar ends and satisfactory soluticns are iound a; ::b::o"ill
will control Iraq's government and how war repara; ONnS an rebes
ble assurance of vepaywment .
s#id, ve could noc find reascona

::dium ;nd long term transactions in the absence of satisfactory

external security arraungements.

Since Iraq 1s seill payi;g for somedo:oé::tc:goﬁzz:rjzysizzzs;e::ch
v could Tecommen

;EIiogg::;:§:; i::fihesc itens. Because of the prioricgozftzzzz

transactions and the short repaymentc, Eximbank supsgz: For thes

transactions yould provide an opportunity to tes: o sl e

market and support some exports while avoidi;g : 3

lower prioriry, larger, longer term transactions.

No official information 1g available on the amount of Irag's current external
debt. Various teports indicate that external debt at the end of 1983 was between
$¥37-35 biilion. wf this amount, §22-30 billion has been Provided by Saudi Arabia
and Ruwnidz sfnzz 1682 Lo Cover Lalance of payuents deficits and no information 4x
available as to when or if these loans are to be repaid. As long as the war
coutinues and withouc Increased o1l exports, the current account deficits of $8~10
billion anoually would add substantially to the external debe, Iraq has
negotiared with COnLTacLors concerning payments dua on cash contracts. It ig
understood that payments on these will be deferred uatil 1985 and Payments will ba
Spread over a three to five Year perdod. Simflfar arrangenents are being
negotiated for pzyments due or. cash contracts for 1984, Nev tenders from Iraq

Tequest deferred terms wich 00 payments for two years even for such ftems as spare
parts,

3alance of Pavmenc Projections

Balance of payment Projections for Iraq carry more than the usuval hazards
the on-going var, the lack of adequate base stacisticas, incomplete data og
éxternmal debc, and pitfalls 4n estirating future oil production ang prices.
Nonetheless, the folloving Scenarios are presented to shov the o

due ro ™

Foreign Ixchianze Reserves. Reflecting the lar
Payment surpluses in the last half of the 1970'g4 aad through 1980, pec foreign
255ets of the banking Jyaten rose from $11 billion at the end of 1978 to $37.
{11ion ac the end of 1980, Sinece then, they have declined to $24 bi1ldon at the
end of 1981 and to abour $6 billion ar the end of 1932, A further erosion taok

place in 1983, While no precise figures are available, liquid foreign exchange
uight approach $2 bilifon,







