
EXPORT-IMPORT BANK OF WASHINGTON
WASHINGTON 25

OFFICE OF THE VICE CHAIRMAN CABLE ADDRESS
"EXIMBANK"

August 13,1948

Dear B i l l :

Here are some matters with which I think you should be
acquainted.

Item 1. Palestine. On Monday morning of this week Burke
Knapp came over with a draft of a memorandum to the President
which said that he present was not an appropriate time to make
a loan to Israel in view both of the unstable character of the
present truce and the effect that any such action would have on
the Arabs. It said that the Eximbank Directors agreed with
this and added a quote from your letter to Epstein, It also
held out the promise that the Eximbank would consider applica-
tions on a project basis when conditions became more stable.
I had the others in and after some considerable discussion we
approved this document as written. Gauss told me that he
learned that at the time you wrote to Epstein saying that a
loan to Israel was not under active consideration, the State
Department had written to him saying that it was.

At any rate, that afternoon Lovett called me up and told
me that he was not delivering the memorandum to the President
and he pleaded with me that we give consideration to some sort
of project — any project, of any size — that could be found
in the Israel application. He said the reason he wasn't for-
warding the memorandum to the President was that it was not
factually correct; that there was no reason to believe that a
loan at this time would agitate the Arabs. I told him that I
would look into the matter and communicate with him. After
sleeping on it I called him up Tuesday morning and told him that
I thought in view of the fact that we had considered this memo-
randum and given it our approval we could not very well change
our policy unless upon some new showing of policy reasons or
fact and suggested that someone on a high level equipped with
authority to vote as a member of our Board come over and discuss
the matter with us. He said he would consider this and indicated
that he might have to rut this up to the White House where, he
said, he had his "eyes bruised" the day before, thus indicating
that in fact he had taken the memorandum to the White House and
been slapped down,

Saltzman came to the meeting on Wednesday and reopened the
subject with me after the meeting. I told him I would be glad
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to get the others together right then for a discussion if he wanted
to take it on. He said no, he didn't, but I explained again what
I had explained to Lovett over the telephone. I also told him I
doubted the usefulness of bringing the matter up at all in your ab-
sence .

Yesterday I talked it over with Walt and he took a somewhat
different view of the prospects of getting action and, as a result,
I wrote a handwritten note to Saltzman telling him that there was a
possibility that if they were to do as I had suggested we might be
able to get some action before your return, I doubt that I shall
hear anything from this.

Item 2. Steep Rock. Yesterday while the three of us with
Sauer were discussing a variety of matters in my office, Riddel called
up to say he had just received word from RFC that the Board had voted
to go along with your proposal as to the $5,000,000 and that this
would be confirmed by letter. I said I thought we ought to take
some steps now to resolve whatever doubts we might have and on Lynn's
suggestion that the matter of the stock sales as well as the commis-
sions was still troubling him, I proposed that we try to get in some-
body from the SEC as well as from the RFC to discuss these points and
there was agreement on this. By coincidence, Representative Eaton
called up while the others were still in my office to know what progress
we were making. I told him of the report from RFC and he remarked that
he supposed now we could go ahead and make the credit. I told him that
was not quite correct since there were still matters concerning the fi-
nancial set-up of the company as to which we wanted to make further
inquiry. He stressed that the Canadians were extremely anxious to
have the credit made and I told him I realized that.

Item 3. Mexico. The NAC meeting, on Tuesday, approved a recom-
mendation to the Fund and the Treasury to agree to stabilize the peso
within a range of 14 - 17 cents with the emphasis on the lower value
and also for an increase of the Treasury stabilization apportionment
to Mexico of $25,000,000. Southard reported an agreement between
Treasury and the Fund that purchases of pesos should in every case be
considered jointly by the two organizations and Andy Overby as well as
Southard told of the commitments by Mexico to take all possible internal
measures to stop the loss of dollars. On Wednesday afternoon Alfonso
Cortina came in with proposals which had been hinted to me over the
telephone by Ted Bacon although Ted had no clear understanding of just
what they were. They were (l) that we grant an additional $5,000,000
within the $50,000,000 ceiling for railroad improvement which would not
be used on any specific project but for American supplies and parts
generally, which of course simply means to meet their current bills
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for railway supplies. (2) For an additional credit of $12,000,000
to be used for industrial machinery and supplies and to be made to a
chain of obligors consisting of Financiera, a private bank and the
industry obtaining the credit. The second is quite comparable to
the first except that it deals with industrial machinery and parts
instead of railroad supplies.

I told Cortina that I thought we could consider both of these
propositions seriously if he was willing that the $12,000,000 for in-
dustrial supplies should take the place of the §12,000,000 for the
west coast highway. He said he thought this would be possible. I
talked this over with the others yesterday morning and we agreed that
in view of the peso situation it would probably be a better use of
our funds to help them meet these bills than to let them engage in
any new construction, but that we would talk it over informally with
Overby and Southard before going ahead.

I hope you are having a good time,
to the family.

Please give our regards

Sincerely,

Mr. Wm. McC. Martin, Jr.,
The Log Cabin,
Winter Harbor,
Maine.

Handwritten note. P.S. Elmer Chase came in after I
had dictated this. The Mexicans are
also going to ask one year's deferement
of principal payments on existing loans.
I had also spoken of this
to Guatemala. Elmer and Merriman returned
by train, arriving this morning.
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