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CONFIDENTIAL

STEERING GROUP ON THE EURC-ARAB DIALOGUE

FINANCIAL PROBLEMS CREATED BY THE
INCREASE IN THE PRICE OF OIL

MEMORANDUM BY H M TREASURY

ckground

With oil prices at their present levels, the current surplus of
the oil producing countries (OPC) as a group is expected to rise
from about 5 billion in 1973 to between 270 billion and

%80 billion this year. The counterpart is a swing into deficit
for the rest of the world, with an estimated deficit during 1974
of around $40 billion for the main déveloped countries and of
close to $20 billion for the non-oil LDCs. sz.ments imbalances
in later years will depend on the course of warid prices and the
speed with which the oil producers can absorb imports. But even
on rather favourable assumptions on both, the surpluses of the
0il producers are likely to continue on a massive scale for
several years.

2. The main problems are:-
the plight of the poorer LDCs;
the payments imbalances of the developed countries,
the difficulties. being compounded by the inflationary

effect of higher oil prices;

the ability of existing financial arrangements to
cope with the associated flows of funds.
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FINANCIAL PROBLEMS CREATED BY THE
INCREASE IN THE PRICE OF OIL

MEMORANDUM BY H M TREASURY

Background

With oil prices at their present levels, the current surplus of
the oil producing countries (OPC) as a group is expected to rise
from about ®5 billion in 1973 to between Z70 billion and

¢80 billion this year. The counterpart is a swing into deficit
for the rest of the world, with an estimated deficit during 1974
of around g40 billion for the main déveloped countries and of
close to $20 billion for the non-oil LDCs. gizments imbalances
in later years will depend on the course of wortd prices and the
speed with which the oil producers can absorb imports. But even
on rather favourable assumptions on both, the surpluses of the
0il producers are likely to continue on a massive scale for
several years.

2. The main problems are:-

the plight of the poorer LDCs;

the payments imbalances of the developed countries,
the difficulties being compounded by the inflationary
effect of higher oil prices;

the ability of existing financial arrangements to
cope with the associated flows of funds.
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