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T n Chairman Eccles Subject! Proposed Export-Import Bank

**** KnaPP credit to Belgium

I learned over the weekend that the Export-Import Bank plans
to ask the approval of the Council this afternoon for its extending a
50 million dollar five-year credit to Belgium to enable that country to
maintain imports without dipping into its gold reserve.^/Belgium has
sought to obtain such a credit from the private market but without suc-
cess; however, the Export-Import Bank ejects at least 50 per cent private
participation in this credit.

This subject is presented as a matter of urgency, and there
has been no opportunity for the usual staff work. However, the character
of the proposed operation is reasonably clear.

The Belgians have been a "model countiy11 in Europe since the
war by reason partly of firm management of their internal monetary and
fiscal policies, but also because they have been able to afford large-
scale iiaports while at the same time holding on to relatively large gold
reserves. They have thus been able to offer maximum incentives to the
working population and to preserve full public confidence in their cur-
rency. These have been very happy circumstances, but the Belgian posi-
tion is now coming under pressure since they can no longer collect payment
in hard currency for their export surplus to the rest of Europe. As a
result, they can no longer maintain their high level of imports from the
United States without liquidating part of their gold reserve or obtaining
credit here. Since loss of gold reserves would affect public confidence,
they naturally prefer to borrow.

So far as it goes, this seems to make a good case for borrowing.
However, it seems to me that we must weigh the Belgian request against
the many other more pressing needs of countries which have already reduced
their imports from the United States to bare essentials and which have
already been forced to liquidate a large part of their gold and dollar
holdings. From this point of view, Belgium is certainly one of the least
needy European countries.

In view of the competitive demands for Export-Import Bank funds,
and in view of the general problem of the impact of foreign requirements
upon our econoiny, I must conclude that in this case the Belgians should be
encouraged to restrict their imports from the U.S. rather than be granted
credits to permit their continuation. In view of the strong position which
we have taken on credits to the Netherlands, for example, it would seem to me
marked favoritism to extend this assistance to Belgium. If we should deny
a credit and the Belgians resorted to their gold reserve, we would not have

1/ Belgium has liquidated 130 million dollars of its gold holdings during
194-7 but is still left with 600 million dollars which is relatively speaking
a very substantial amount.
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reduced the impact of Belgian demands upon the United States but at least
•we would have required some sacrifice from Belgium corresponding to that
which we have required from other countries•
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