DRAFT RPM-ef 5/27/A7

Dear Judds

Have just read your letter of April 30, 1947, with considerable
interest. We appreciate having a detailed account of the discussions
regarding the $30 million stabilisation loan, as well as your views with
respect to it,

Your comments on the possibility of discrimination against U.8, trade
arising out of Egypt's efforts to accumulate gold reserves are interesting.
My first reaction is that Egypt could accumulate reserves without discrimina-
tion, simply by converting more of her convertidle sterling iato dollars for
use in payment for imports from the dollars, than would have been the case
if she were not using the dollars which she acquired directly from exports to
the United States for the purchase of gold, Perhaps you mean that Britain
would not permdt the conversion of sterling into dollars while Egypt was using
dollars otherwise mcquired to buy gold. In this event it would be to Bgypt's
muuumwQMafemmm'acmummm
repay the loan over & period of years, since such repeyments would have to
be considered as current transactions, However, it has been our position
that all currently scquired sterling is freely conmvertible into dollars
and that the net current pesition of a country is not to be used as a criterion
of convertibility. Assuming that the accumulation of gold reserves by Egypt
does not invelve discrimination, it does not appear to us to be undesirable
for Bgypt to accumulate gold and thereby reduce the 2 pressure of world demand
at this time, Lending her the reserves now would simply add to her balance-of-
payments burden later on when the demand for U,8, exports will have sub-
stantially declined,
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With regard to your suggestion for a stabilisation fund or Export-Import
Bank loan of $50 million for the purpose of finaneing Egypt's imports in
the transition period immediately after July 15, it would appear that such
a credit could more properly be extended by the Pud, '

In summary, our position regarding & stabilisation loan to Egypt is
as follows:

1. While recoguising the psychologicel advantages of a gold reserve
rulgm,mhuumodnsmtwtouuhqm
related to the gquestion of discrimination sgainst U.8, trade.

2, There is nothing in Bgypt's intentdon to accumulate §old reserves

which would require discrimination against U.8. trade.

3. It appears i1l advised to make & loan to a country for the pure
pose of obtaining that country's pledge not to discriminate against our
trade yis-a-vis the sterling ares, when the United States has just sade
q&nmm loan to Britain, which makes such discrimination
winedesearys ‘Bich & 1oan weuld be tantamsunt 46 & Bedbes

4e If Bgypt needs & loan for the transition period after July 15,
she should apply to the Pund, Whether or not suclh credits are necessary
demthomtofmmudrduormwbh
sterling,




