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imports. The situation is to some oxtoent similer to thet creetod by
Fornon wer expenditures in Germon-occupied Burope. In both cases, theo
crockion of money based upon mililtury oxponditures produced consideorable
infleticnery tondoncies, which the anti-infletionery offorts of the local
Goverments counberacted to -nly o small degrou. The inflationery con-
scquioneos wora the worse, the less officicnt the local adninistration;
thay were least 1n British~administered Polestine, end grectost in semi-
independont Syrie and iebanon.s The Allies endcavorced t2 help the locel
edminis *rcfl)n in combuting infletion by the scle of gold, but this
ettonpt hed 1ittle offsct end wes given up in the foll of 19L4.

Tha situstion is different from the Europeon, however, in that
the £llies did nob complolt the countries whoro thoir ermicvs were stabioned.
They did not levy occupetlon costs cnd thorefore did not endenger the
udgetery situation of the locel cdministretions. The Allied debit
bal“nces reprosent a rolicble promise of post-wrr redomption., Mercover,
the !fllies usad nly o smrll freetion of the countrivs! roscurces cnd
irported the bulk of their nceds from cbroed.  The prices which they
neid for loeal supplics wore two or threo times highor thon in peece-
time, and the countries' produccrs and merchents reoped huge war profits,
In addition, 1hc Unitod Stetoee extonded matoricl hulp to some of these
sountrics by meens of lond-legse shipaunts, Until recently, this help
WS "wnfinua to Pritish posscssions cnd Seudli Arebie, but in March 1945
mestor agrooments woere negotiated with Egyvpt wnd Ireq. Finolly, the sale
mericzn cund British surplus conmoditios has provided e osubstituts for
increased imports, although for obvious ressons the guods thet the fllies
wont to reelize are not alweys those that the locel populetlion needs riest
urgently.

The financicl end comnorcisl relations between the United Stotes

end the individuel countries forming the Arsb region cre rovicwed below.

1., Bgypt

Bgypt is by fer the most importent Meor Eostern country. Its
trade with the United Stetes used to be leorger than thot of 11 other
rreh o territories togethor. In 1929, 1t imported 1. millisn ”nllfrs
worth »f zoods from the United Stetos, cnd cxported 7 million doll
>f merchendise to the United States. Its imports hod chongoed ;1ttlu in
racent years, but ifts oexports hed been for grocter in vimos of prospority,
rocehing 17.5 million bllers in 1937, end o sversge of 20 nillion annu-
elly in 1036 30. During the war, imports from the United Steteuc hove
recched ensrmous figurcs since they ineluled shipmonts for the £Lllied
rmics on Bgyptier so0il.  Civilien portes hove emountod to on cstimnted
20 to 25 million dallars, end oxports 4o the Unitsd Stotos to chout
10 million dollers annuclly.

The crarunt of imports from the United States 1s dotermined
meinly Ly the quentity of lollors alloected to igypt by the British
cuthoritics. Tho agroemont of Jumuery 6, 1945, 1inits the totel sum
of won-storling curroncy eveilable to Igypt to the equivelent of
L1.5 million Jdollors, pius a mexlmem of 20,75 million dollers for
cxtreordinary imports of wheet ond fertilizers, mede nccoss.ry by the
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poor harvest of 19&4.1/ Included in the limit are paJmentu of 6.2 million
dollars for capitel cherges, travel, etc., and a margin of 14e15 million
dollers to cover price increasss, omissions, and errors. Since it is
cousidered unllkely that the extroordinery imports will reech the limit,
end the "margin" cenunot be uscd for purposes other than those cxpressly
steted, it mecy bo assumed thet total imports from non-sterling eountries
will not be much larger than the busic figure of 41.5 million dollar

About 60 to 70 per cent of that totel will come from the United Stutos.

Total imports from all countrics in 194y (estimated on tho
boasis of Bryptian stetistics for the first nine months) emounted to
ghout 200 million dollars. In 1945, the improved supply situnetion
probably will mcke for lerger imports from tho storling srca. Even
if this expectetion is not fulfilled, imports from non-storling
countrics will ropresent only 21 per cont of «ll imports. In con-
trest, the non-sterling countrics of the Americas oand Coatinontel
Europe provided about 60 ver cont of all pre~war imports.

It is trus that Egyptinn cxports would financo only a
frection of the imports from non-sterling torritorics which the allo-
cotion of dollurs from the sterling pool mckos possible. In return,
hovwaver, Egypt had to agrec to buy products previously provided by
storling aruo countries from othur sourccs only if this would mcen a
saving of more then 10 por cent. This provision gives sterling sron
caporters a premium of 10 por cont, and makes compebition ell but im-
possible in goods traded in tho world merkct ot uniform pricos. Egyph
also had to strongthen its oxchenge roguletions so ws to meke avellebloe
to whe sterling pool 11 its carnings in nonwstorl*nﬁ currcncics., This
mownt the roguisitioning of «ll non-stoerling currcnecics hold by residents
oM qupt,ggand the prohibition of cequiring goods from non-sterling rroos
boyond the esteblished limit on credit or wgwinst peyment in domestic
currency. This provision rumoves an incentive to Egyphticn merchents bto
incroase exports to the United Stetes for the seclze of acquiring dollar
belances, and impedss the disposition of U.S. milifery surplus commodities
locoted in Egypt. Ii' these goods could be sold for loccl currcney, 1t
would be cesy to dispose of thom, and the procecds could be used by tho
loc:l roprosentativos of the United Stetos. As the matter stends, the
Egvptien suthoritios aro rcluctent to pormit thoe use of thoir sccoree
dollexr supplies far purchosing surplus geods.  This would be of 1ittle
importence if only tho fiscel conscquencos worc to be considered.  Actu-
ellv, however, these roods, especialiy trucks, could hecome the venguerd
of substentiul post-wer saloes.

Jo

For the immediate postevwnr poriod, anrucl imports from the
United States heve bacn cstimeted ot wbout 29 millisn dollors, Financial
A mﬂont% to the United States mey be cstimetod at cbout L million. If
an exports to the United Strtes, especinlly of long-steple cotton,
in rcbch ths level »f the 'twentics, the belance of peyments betweon
tug two countrics wonld be in cquilibrium,

[l ®)

1/ The esgreement OkprbSqu the figurcs in RBgyptian pounds (1 pound is
squel to about L,15 dollears).
2/ 30e Roview of Foreipgn Dovelopments, Februecry 19, 1945, poge 3.
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Until recently, Irag occuplied a singular position within
the sterling bloc: 1its dollar revenues, mainly from the sale of oil,
were credited to a special eccount and carmerked for Iragli imports
from doller countries The British cuthorities offcered Ireq o sub-
stontlel inducemcnt +o do oawor with this enomely in the form of ¢
promise to cllocate for 1945 the sum of 13 million dollurs, wi 1ﬂh
moent cbout 3 million dollars more thin tho current belanco of the
snociel tccount plus the cstimeted doller rucecipts in 19L45. Apert
{from the cmount of the ellotmunt, the new agreement wmbodied sub-
stenticlly the samec provisions as thce one concluded betweon the
United Kingdom and Egypt.

Bufore the stert of the Second World War, fnoricen exports
to Irag did not excecd 3 million dollars annuully. During the wear
militery supplics have swelled the totel to o multiple of that sum,
but post-wer exports wro ostimated ot only 7.5 million dollurs per yeur
Irngl cxports to the United Stetes rcoached 7 miliion dollers in 1937
end 3 million in 1940. There is no reason to doubt thuet similer figures
could be atteined afiver the wor, end Irag probebly will hove no necd of
British wlloceticons for finencing its dollur requircments. In 1939, the
Unitod Stetos took svcond pleaco in tho country's cxports ond third (efter
the United Kingdom and Jepan) in its imports. During the wer, the
noishboring countries of Syrie tnd Tren boceme the wmos®t importent
cussoners, end India forged choud of tho Vnitod States as o supolicr,
In 1943, Ireqi 1mrorts fron cll countrics emountud to the oquivelent of
&y million dollarsi/and its totel cxports to only 20 million dollers.
The smell size of exports wes dus to shipping difficultics ceused by
the wer situction. Ireq hos very greet netursl resourccs, end their
devolopment should give cmplc opportunitics for cepltel investmonts,
end as o rosult of the vxpeeted rise in notlonsl income, for heavy

incrorses in forelgn treode.

Ansrican exports to Polostine rewchcd o poek of 7.6 million
dollers in 19%9, cnd gaftor deducting militery itnms) wora well moin-
toined ot 6.8 mll]iond/in 16903, TOuu] imports of Falustine, howaver,
increascd by 35 por cent botwecn thuiuse detes, ond thus the proportion
of Imports Iron the United Stotes fcll fron 1lp to 7.5 per cont of the
totel.  This decline cortainly wos due to the wr situction. Once
supply difficultics wcre runcoved, the pro-wer proportion probebly will
be rcesteblishoed so thet ecnnual Asericun exports of cbout 11.2 million
dollers mey be cxpocted eveon in ceso Polestine's totrl importe do not
show ¢ further rise. Actuclly, the netionel income of Pulusting is
ineroesing steadily end thurceforc o substentiel cxpunsion of imports
is wory likely.

]/ The original fipurcs wre in Ireqi dinurs (1 diner is equel to one
onund storling or 4.0%5 dollears).
2/ The sriginel figurcs wre in Pulostineg pounds (1 pound is chout

sguel to ono pound storling).
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Pelostine's oxports to tho United Stetos wore negligible be-
forc the wer, heving rerched o poek of only 0.6 million dollers in 1939,
But the immigretion of Jowish diomond cutters frwm the Low Countries
crooted en lmm)rtunt now industry, wvhich incrowscd cxports to tho
Tnitod Stetes to 9.2 nmillion dollers in 1943, fnd<prnmws & further
inercesc in tlme of ponca.

Tho picturs is marroed only %j the imposition of oxtreordinery
teriff dutics on the s.le of some fmericen surplus commoeditics. In a
special instance such a duty wmountad to ZO pur cent of the docler's
cost, ©5 cgeinst o poecotine reto of about 10 pur cent. Thoso chargos
ey be justificd es wr noosurcs tondinv te prevont tho overwiluetion
of the domestic currency from being used for the profit of traders
fortunate enosugh to get import licenses, liko the u,ufow e.doptod by
the Gormen uthoritivs for trede botweon Germany end theose Gormen-
ocoupicd eountries the currencics of which hod depreclated in rclation
to the reilchsmurk,

Without ertificiel TCr%rlCLlqu, Palestine would be unlikely
to oxpericnce ¢ "doller scereity', oven cpart from the sizo of its ox-
ports. A constent strowm of cupital is poursd into tho country by
Mmoricen Zionists.  This streem diffors from capitsl orports to nost
other eountriocs beceuse o lerge pert of it is proscnted es a gift,
withont the expectetion of intercst or cvan cepitel repeyment.  Tho
Anericen romithoences sre normelly trensformed into erports, ond 1¥
would be clmost impossible to hinder this process withoutb ondex gcring
the inflow of Cmp*tLL,'Wthh is wvited to the developnent oi th
Pelestinian economy. Thﬂroforo, it is to be cxpectod that in poe
time the trede botween these two countrics will not be }wnpc ed.

;_u

>

lyo Syrie «nd Lobanon

Those countries wore ineluded in the sterling aroca until
Februwry l@hh, cnd heve reteined closo ceoncnie tles with the British-
darineted torritorics in the Nocr East, Although thoeir currency is
offieielly tied £ the Freach frrnc, 1t is cetually pozgod by on oxe-
chonge rete gunarentos ot 8.83-1/8 Syria-lobunon pounds to the pound
storling.2/ On the obher hand, their foreign uxchinge uYuubﬂ is di-
reetod by a camission composed of dolegotes of tho cenfral oxchengo
contral of the frenc bloc end of the Govermeonts of Syria and Lobenon,
cnd 1o mensged by the Bunk of Syric «nd chanmn The benk is o sub-
sidiery of the Ottoman Bonk, which is controlled by French wnd 3British
copitel, end its currency roscrves consist muinly of Freneh froacs.
Until recocntly, tho French suthoritics wero reluctent £5 «llot dullars
£ these eoruntrics. But aceording to the lotost reports, o sum of
6 millisn 421lers hes beon provided £or 1945, Imports from the Unitod
Stebos emountod to gbout 3 miliisn dhllers evauelly before thoe wor,
reachod more then twice thet sum in leter yeers, end arc cotimeted et
rhout 5 million dollers snnuelly for the post-wer poriod.  Total irm-
ports from «ll countrioss roechod ?).5 @illion 4ellars in 1943. Exports
ta tho United Stotos erounted to 5 million dollars in 1937, but letor
£0l1 to ebout half of that sum, and heve not yot inercased.  Totel

N/ . . PR . . -
1/ Thus ths Syric-Lebanon pound is equel %o shout 0,457 dollar
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pxports were only 10.5 million dollars in 1943, At present, the country
is therefore deopendent on foreign exchungs allocations for its import
nseds. If its exports in post-war years reuch the 1937 lovel, however,
its dollar requiruments probably would be covered by its own roeccipts.

Be Saudi frabia

The war hus deeply disturbod the cconomy of Saudi Arebia by
cutting in huelf its rovenues from Mohammedan pilgrimege to the holy
citics of Mocce and Medina. TFilgrimage will not rasunme its former
inportonca coven aftor the end of hostilitivs in Burope, ns long s
tho foslems of Southeoast Asia, ospociully Jeve, cre not frecd from
Jepencsoe rule.

Seudi Arabia being the mein sourco of untepped oll roscrves
in the Weur East, both the United Sthutos end the United Kingdom have
decided to extend subst.ntiel help to the poople aand the Gevormment of
the country. The bulk of «ll imports cro fincnecd by subsidics (United
Kingdom) or leond-lease (Uaited Stutus). sbout two-thirds of the govern-
ment expenditures, which totel wbout 100 million riyalsl/annually, era
covercd by thuse ond othor grents from tho Allicd countrics; the re-
nainder is met by custom dutiecs, pilgrimege fees, rnd royuwltics from
the irebian-pmoricen 0il Compeny, o subsidiery of the Stonderd 01l cnd
Texes coucerns, which =llegedly hes invested 100 million dollers in the
Jreh Peninsule. Lend-loese shipmente irom tho United Stetos include
zol¢ ond silver for currency purposes; bthose delivorics do mot put o
re.l burden upon the Unitod Stetes since the Swudi Govormment is able
to repay the full mint price out of its scignor.ge profits. These
trorsaetions heve beun mede possible by the unific.tion of the country's
currency systom. Before the wer, moncy in clrculwtion consistcd mainly
of Tndien rupees and Marie-Thoresie dollers. Tho riyel was mude sole
logel tondor in 1943, and it hes greduclly displeced tho other coins.
The United Stetes hes minted silver rivels, containing 11»2/3 grims of
silver 916.6 per mille fino, cnd smell gold burs end discs, which are
od in the market at & price reprosonting 177 to 180 por cunt of tho
iecicl U.S. gold price.

o

tr
ot

2

Americ.n exports to Seudl frebia immedlietoly before the wer
cmounted to !y million dollers cnnually. In 1940, the figurce roso to a
mltipte of thet sum because of the shipmonts of curroney snd othor lend-
locsc supplics., But normel poccutime cxports probebly will not be largoer
then the amount of dollers evaileble to the country from royalty poyments.
It is impossible to esbimate the exect emount of those peymonts, but
they heve Wlrowdy reeched tho vwlus off Lhe lar t americun pro-war Gx-
ports. For o considerable poriod, cdditionel svupplics of cquipment for
drilling, pipo lines, eud rofinerics will be requirued. But thesc items
will not influcnco the lrebien bulence of puyments sinco they will be
paid by the /mericen oil componivs. Pogt-wor treds should therofore
encounter no finencial obsteeles. Sinee the increasing production of
0il ¢nd oil products should result in a risc in the stendard of living
of <he populution, & sherp inercrse in forvign cormorce muy be oxpected.

Yoy
¥

T/ ¢ riysl ig oqual te the Indlen rupoc (rbout 0.30 dollers).
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Post-wor cconumle rolations botween the United States end the
Neer Bust will be groetly influcnced by Jmericon foreign trade policy
wad by the monctery policy of tho storling bloc. If the United Stotes
puts obstreles in the wey of imports, it mlbht he mors profiteble for
the Wear Bestern countrics to roly on 3ritish cllocetions of dollar
crehonge rauh-r then on thelr own oxports. In this easc, comicrcee
with the United Stetes coerteinly would be 0urf{1lul in favor of sterling
bloc members, lf the sterling bloe werce uscd as an inetruneant of cuterky
or biloteralism, the rosults also would be harmful Lo tho Unilted Stetes,
This denger w>uld be pertisularly aocute 1f the sterling creditor countrics
had to submit o restrictions of tholr trede with the United Statos in
ordcer to reoelize thelr gterline belences.  From this point of view, the
protlom of thuse belences i of the most immedicte intorest to the Unitad
Stetes. If the sterling arce, hﬁwuvar 18 1ncorpor:tuﬂ into the frame-

work of internctionel m\nut‘rv crrengonents, 1ts czistonce may prove
honeficliel L5 cll partics. t would holp ©o provent the Individuel

countrics from pursuing o nutisnalistic or marely rsckloss monctory
policy by providing them with e uniform curroncy. Thus it would imple-
munt rother then hinder the work of Bretton Woods.





