
International Credit by William Engdahl 

Moscow smells a 'golden' opportunity 

The Soviet Union has joined the elite " gold club" of London 
bankers . Who is playing whom for a sucker? 

Sept. 15 was an exhilarating day for 
certain high-level personages in the 
City of London . Leading merchant 
banks and the Bank of England itself 
were hosts for a senior delegation from 
Moscow headed by Ivor Levchuk, 
chairman of the Soviet State Bank 
(Gosbank) . The lO-man delegation 
was the most visible of a recent series 
of Soviet initiatives toward Western 
Europe , most in the context of the op
portunities perceived under the Euro
pean Community ' s  " 1 992 Internal 
Market" transformation . 

Levchuk' s  group met with Lon
don' s  financial elite: John Craven of 
Morgan Grenfell ; the chairmen of the 
four large international commercial or 
clearing banks, including Barclays and 
Midland Bank; the B ank of England; 
and most intriguing , the London Bul
lion Market Association . Moscow' s  
London-based Narodny Bank Ltd. 
used the occasion to announce that it 
had been accepted as a member of the 
London Bullion Market Association, 
the world' s  largest group of gold trad
ing banks . 

On Sept . 1 5 ,  Vladimir Malinin, 
deputy chairman of the Bank for For
eign Economic Affairs , made a first
ever address to the 62-member Lon
don precious metals trading associa
tion , in which he announced that Mos
cow will share a few of its state secrets 
concerning its sales of its vast gold 
reserves in the West. But nottoo many. 

What does it mean in practice for 
Moscow to become an official mem
ber of the West's elite gold club? Aside 
from the giant production fields of 
South Africa, Russia is the world ' s  
second most important gold producer. 
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Since Stalin ' s  time , Russian annual 
mining output has been classified as a 
state secret. Consolidated Gold Fields, 
the leading London-based gold min
ing concern , estimates that Russian 
gold sales into Western markets this 
year will run approximately 325 tons . 
Total non-communist world gold min
ing production in 1 987 was almost 
1 ,400 tons , of which South African 
mines produced almost 700 tons .  

While the exact amount o f  Rus
sian gold reserves and production re
mains secret, informed London gold 
trading sources estimate that the 325 
tons the Soviets sold on the Western 
markets in 1 987 netted some $4 billion 
in precious hard currency earnings 
needed to purchase Western goods . 
With falling oil prices since 1986, So
viet import capacities have been se
verely constricted . 

But the real significance of the re
cent London visit seems to be far more 
than securing a few more dollars by 
imitating sophisticated Western gold 
"futures" and other speculative mar
kets in their dealings . According to 
informed traders in Switzerland , Lon
don, and elsewhere , Moscow does not 
need to join the Bullion Association to 
enhance its trading gains in gold . 
Something else is behind the recent 
overtures to the City of London . 

The week before Moscow 's  bank
ing and bullion team was in London, 
the president of the European Parlia
ment, Henry Lord Plumb of Britain, 
was in Moscow . The purpose was to 
further the recent "spirit of coopera
tion" which has apparently developed 
between Moscow' s  CMEA (Come
con) and the European Community , 

since the two organizations signed a 
mutual recognition accord this June . 

On Sept . 5 ,  Moscow also sent del
egates to the Aspen Institute meeting 
in Paris ,  another historic first . At that 
gathering , according to Aspen parti
cipant Richard Gardner, "All of us 
were impressed by the message they 
brought, which is this: . . .  the suc
cess of perestroika requires that the 
West should not have an economic 
crisis . They wish to enter into the pro
cess of managing the world economy 
in a responsible way , and this means , 
eventually,  their taking a place in the 
General Agreement on Tariffs and 
Trade, the International Monetary 
Fund, and World Bank ."  

While Gardner admits it will "take 
5 to 1 0 years" before Moscow is ready 
to become a full member of the elite 
Western Bretton Woods "club," it 
seems clear that certain circles in the 
Soviet Union are cultivating the idea 
that Moscow will be of benefit in prop
ping up the rotted debt-laden edifices 
of Western finance and banking, in 
return for "playing by the rules ."  Not 
since the 1 9 1 7  Bolshevik repudiation 
of Russia' s  bonded debt to the West, 
have the City of London and Western 
bankers been so keen on extending ties 
to Moscow . On Sept . 5 ,  France's  
Credit Lyonnais announced a first-ever 
"banking joint venture" in Moscow, 
with a Soviet director and owned 5 1  % 
by Moscow , 49% by a consortium of 
European banks including Italy's  BCI, 
a Finnish , and a British bank. 

What interests Moscow are the 
prospects of keeping these Western 
circles off balance a bit longer, drool
ing over prospects of huge looting 
gains from some future opening of 
Russian markets and joint administra
tion of a global Bretton Woods . "Talk 
is cheap" as they know well. Moscow, 
not the West , plans to set the terms of 
the new game, if they get serious about 
joining the IMF. 
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