"SECRETHY
MEMORANDUM ¢
Re: Additi Lending Authority for Tt Bank

The Export-Import Bank has exsmined Mr. Collado'!s memorandum of
December 11, 1945 to Mr. Acheson regarding the need for additional lending
authority for the Bank to meet the demands which will be made upon it
during the calendar year 1946. It will be recalled that the caleulation
attached to Mr. Collado's memorzndum wag based on the estimates of the
requirements of foreign countries for dollar credits in 1946, as given in
NAC Document 21, with allowances for (1) lend-lease credits already arranged
or under negotiation, (2) credits recently authorized by the Export-Import
Bank, (3) loans under consideration by the Export-Import Bank with favorable
recommendations from the Department of State, (4) the Export-Import Bank's
special cotton credit, (5) private financing, (6) loans by the International
Bank, and (7) uncommitted funds of the Export-Import Bank. This calculation
is reproduced below: :

(Millions of Dollars)
Total reguirements of foreign countries for
dollar credits in 1946 according te NAC

Document 21, exclusive of U.K. requirements 74520
Deduct:
(1) Lend-lease credits 700
(2) Recently authorized Eximbank loans 1,010
(3) Loans under consideration by Eximbenk
with support of State Department 195
(4) Eximbenk specisl cotton credit 100
(5) Private financing (NAC Doe. 21) 1,000
(6) International Bank credits (NAC Doec. 21} 1,000
(7) Uncommitted Eximbank funds 1,631 5,636
Balance required from Export-Import
Bank or directly from Congress 1,884
——— ]

It will be recelled also that Mr. Collado, having offered this
calculetion, gave it as his personal opinion that the lending authority of
the Bank should be increased by $2,500,000,000 to $3,000,000,000, "so that
it would be in a position to meet 21l requests which are reasonable, proper,
and likely to be met in 1946.7

The Export-Import Bank sgrees that it will require additional lending
authority to meet the legitimate demands which will be mede upon it during
1946. However, the Bank is not prepared to mccept the estimates of NAC
Document 21 as point of departure because it believes they do not
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give sufficient weight to the high proportion of local expenditures involved
in reconstruction and development or to the time necessery for procuring and
instaliing cepital egquipment of the type which Export-Import Bsnk losns will
be nsed in large part to finance., The Bank tekes the position that{ the most
useful computation for present purposee 1s one which tekes account of its
specific knowledge of the steted needs of foreign countries for dollar credits
and their probeble demands upon the Bank during the current year.

There follows a countxy-by-country summary of these anticipated
demande based upon information in the files of the Benk., This summary shows
a total of $6,615,000,000 including the British credit, or $2,865,000,000
without the British credit. If allowance is made for the uncommitted funds
of the Export-Import Bank amounting to $1,940,000,000 as of December 31, 1945,
the additionsl funds needed for 1946 would be $4,675,000,000 with the British
credit or $925,000,000 without the British credit.

Regardless of the figure which 1s used as the basis of a reguest to
Congress for additionmal lending authority for the Export-Import Bank, the
proposel should not be confined to estimated requirements for the calendar
year 1946 alone. It should also meke allowance for needs at least during
the second half of the figcal year 1947 and provide & reasonable "cushion®
against unforeseen and unforeseeeble contingencles, The Bank believes that
a minimum of $500,000,000 should be available for these purposes. It
therefore concludes that a reasonsble request to Congress would be for
additional lending suthority of $5,250,000,000 including the British
credit or $1,500,000,000 without it. The principal doubts attach to the
eredits that may be extended to Chinm, France, the U.S5.5.R., Poland, and
Czechoslovakia. If the amounts made available to any of these countries
should be appreclably larger than those used in the present compilation, the
additional lending authority required by the Bank would be increased
accordingly.

EUROPE

Belgium. The Belgian Government has made an official request to the Bank
for general recongtruction credits totelling $250,000,000. There is '
nothing in the request which indicates the extent to which it might be
modified as a result of the overall finaneilal setilement with Belgium
reeched in October. However, we have had an indication within the past
month that Belgium wlll apply in the near future for an additlonal credit
of $100,000,000. Since the amount is not large in comparison with
Belgium's reguirements for reconstructicn financing and since the risk
will probably be judged good, this amount should be included among the
possible new credits extended by the Expori~Import Bank during 1946.

Czechoslovakia. The Government of Czechoslovakis has applied to the

Bank for a reconstruction loan of $300,000,000. For & variety of reasons,
involving both economic and political problems, this spplication hes not
so far been the subject of active negotiations. It has recently been
proposed by the Department of State that an initial credit of, say,
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$30,000,000 might be considered in the near future by the Bank. If such

a credit is granted during the early part of 1946, the further requirements
of Czechoslovekis for external financing can probably be met in other ways.
This would seem probable also in view of the estimate of the Balance-of-
Payments Subcommittee of the NAC Staff Committee that Czechoslovakia will
have a deficit in transactions with the United States during 1946 of only
$56,000,000. Hence, only $30,000,000 is included as a probable demand om
'the Export-Import Benk during 1946.

noark. The Export-Import Bank has not been approached by Denmerk for
credits in eddition to the $20,000,000 line already in operation. How-
ever, there have been rumors from Copenhagen and elsewhere that the Danes
would apply for an additional credit of $30,000,000, and this amount has
been included despite its rather flimsy foundation.

Finlend, The Export-Import Bank has before i1t a proposal for a general
credit to Finland of $35,000,000. The Finns have indicated that, if this
is approved, they will come back in a few months with a request for an
additional $30,000,000 to cover the balance of their 1946 requirements.

France. The French have indicated on several occasions that they hope to
negotj.ate credits with the Export~Import Bank in addition to the $550,000,000
credit concluded in December. The first application, which may be expectad
eardy in 1946, will probably be for a second credit of $500,000,000. If

such a credit is arranged before the middle of the year, it may be anticipated
that the further requirements of France for dollar fimancing during 1946

will be accommodated by the International Bank or that France will draw

down her very substantial holdings of gold and dollars pending the availability
of funds through the Internationsal Bank. The French have said thet they
would be willing eventually to draw down these holdings, which now exceed
$2,000,000,000, by as mach as $1,000,000,000. If this assumption proves

to be incorrect, there may be & demand by France for a third eredit in the
amount of §500,000,000. However, only $500,000,000 has been used in the
przzant calculation ag a probable demand on the Export-Import Bank during
1946.

Greece. If the $25,000,000 credit now pending before the Board of the
Export-Import Bank is approved, it can be demonstrated that the essential
import requirements of Greece during 1946 can be met fully by this means,
by the UNRRA program, and by the use of Greece's own resources. The
problen of further external financing for Greece wlll not arise until
1947, although it will be necessary, of course, to anticipate the 1947
izport program by several months. Even so, it would appear that the
Greek problem, which is an extremely difficult one, can be transferred
to the Internationsl Benk, and only $25,000,000 has been used in the
present calculation as & probable Export-Import Bank credit to Greece
during 1946.
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Italy. The Exporti~Import Bank has only begun to study the problem of
financial aid to Italy during 1946, and it will probably be several
months at least before all of the economic and political chetacles can
be overcome, if they are overcome. Here, too, in view of the very
extensive UNRRA program for Italy during 1946, the acute problem will
arise with respect to 1947 requirements rather than 1946 requirements.
A a pure guess, it is assumed that the Export-Import Bank will arrange
in the course of 1946 general credits of, say, $100,000,000 to enable
Ttaly to prepare in some measure for the crisis that will surely come
in 1947 with the discontinuance of UNRRA asslstance,

Netherlands. The further demands of the Netherlands on the Export-Import
Bank depend to some extent on the outcome of negotiations now in progress
for a credit from a group of private banks. Since it now appears that these
negotiations will bring forth a relatively small amount of private credit,
it may be assumed that the Government of the Netherlands will seek to meet
its need for additional dollar financing for 1946 largely through the '
Expori-Import Bank. The extent of their demand cannot be very definitely
foraseen but indications have been given both in private conversation and
of ficigl correspondence that credits of $400,000,000 will be sought over
and above the credits extended by the Bank at the end of October. If

funds are avallable, the Export-Import Bank would probably give sympathetic
consideration to a demand from the Netherlands of this smount both because
the need can be demonstrated and because the risk willl be consldered good.
Allowance is made for private credits in the amount of $35,000,000, which
is the figure now estimated to be available from coumercial banks.

Norway. The cradit of $50,000,000 to Norway which was authorized by the
Board of Trustees of the Bank on July 13, 1945, has still not been formalized
in a loan sgreement. There 1s no application before the Bank for an
additicnal credit to Nerway. However, so far as can be judged on the

basis of need, Norway will require additional credits of perhaps $50,000,000
during 1946, and this amount is included in the present calculetion.

Polend. The Polish Govermment has applied to the Bank for an immediate
credit of $380,000,000 in terms of 1938 values and has indicated also

its desire to negotiate another credit of $500,000,000 for longer range
reconstruction purposes. For wvarious reasons, it is most improbable that
any large dollax credits to Poland wlll be seriously considered in the
near future. However, the State Department is prepared to support en
initial credit of $25,000,000 to cover emergency requirements of Poland
for capital equipment from the Unlted States, especially transportation
equipment. Assuming that such 2 credit is arranged some time during the
first half of 1946, the need of Poland for additional reconstruction
eredits can possibly be met by the Internsiional Bank. The total deficit
of Poland as a result of transactions with the United States in 1946 is
estimated at $262,000,000, so that substantiel =ssistance over and above
the initial small credit now proposed would zlmost certainly be necessary.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



UeS.S4Rs Thether a loan wlll be extended by the Export~Import Bank to the
U.S.8.R. during 1946 is impossible to foretell at present. There has been
no approach to the Bank hy the Russians, although the question of dollar
credits was rajised in conversation with Mr. Crowley at the time of lend-
lease termination. If a credit to Russia is arranged, the most likely
figure would seem to be $1,000,000,000. This is the amount that has been
generelly mentloned as a reasonable initial credit to Russia. It would
cover the deficit in transactions with the United States in 1946 as
estimated by the Balance-of-Payments Subcommittee of the NAC Staff Committee.

United Kingdam, The United Kingdom is, of course, a speclsl case, and
the amount of the doller credit o be made available has been fixed by
the recent financial agreement with the United States at $3,750,000,000.

Yugoglavia., The Bank has before it an application from Yugoslavia for a
eredit of $300,000,000. However, there have been no active negotiations for
gome time, and we have been informed in private conversation that the
Yugoslavs are not inclined to press their epplication at any time in the
near future. Even s0, & nomina) figure of $25,000,000 might be used for
present purposes as the amount of the pessible accommodetion to Yugoslavia
by the Export-Import Bank during 1946. Thisz amount would be less than half
of the estimated deficit on account of transactions with the United States
durlng the year.

MIDDLE EAST

Turkey. The Govermnment of Turkey has made application to the Bank for s
development loan of $500,000,000. Negotiations have not proceeded very
far and it is extremely unlikely in any case that & credit of this size
would be made available to Turkey. However, 1t seems entirely possible
that a small initial eredit might be arranged during 1946, especielly
since Turkey will probably not have access to the facilities of the
International Bank. A nowminal figure of $25,000,000 has been used.

Egypt. We have had some informsl talk with a representative of the Govern~
ment of Egypt regarding possible development loans to that country. In
the absence of concrete proposals and because of other complications, it
is improbable that any credite will be arranged during 1946. Hence,
nothing has been included for Egypt in the present calculation.

Saud] Arabia. The Bank has approved an additional credit to Saudi Arabia
of $25,000,000 which will appear on the books of the Bank as a commitment
mede during 1946.

FAR T

Chipa. The Bank has under study an application from the Chinese Supply
Mission for a reconstruction and development credit for use during 1946
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of $560,000,000. The Bank has not been willing to consider an initial
credit of this size to China, and the recent order from the Presldent to
suspend negotiations with the Chinese strengthens the hand of the Bank in
dealing with the Chinese program on & plece-meal basis. An initlal credit
of $50,000,000 has been suggested, subject to instructions from General
Marshall, in additlion to the $33,000,000 cotion credit recently approved
by the Bank!s Board. A4 figure of $100,000,000 hss been used for present
purposes as an estimate of the possible extent of the Export-Import Bank
ald to China dwuring 1946. The =smallness of the figure ie explained not
only by eircumstences connected with General Harshzll's mission to China
but alsoe by the fact that the Chinese Govermment has substantial resources
of gold and dollar exchange, will be the beneficiary of sn UNRRA program
amcunting to $500,000,000, and will have access to the facilities of the
International Bank as soon ag it goes into operation.

India. It ig difficult to meke any prediction sbout the possible extent

of Export~Import Bank credits to Indie during 1946. There have been

some informsl discussions both with the Indian Irdustrial Mission to the

Onited Stetes and with representatives of the Independent Indlan States,

but there are no concrete propossls before the Bank. An arbitrery figure
of $100,000,000 hes been included in the present calculation.

Netherlends East Indies. The credit of $100,000,000 to the Netherlands
East Indies authorized by the Board of Trustees of the Bank on September 11,
1945, has not been concluded and may not be for some time because of the
revolt in the Indies and the contimudng negotiations regarding the supply-
ing of tin to the United States. If the credit already authorized is
formalized, it will fully cover the dollar deficit on current account for
1946. Accordingly, no sdditionsl amount for the Netherlands Fast Indles
hes been included in the 1946 program of the Bank.

Philippine Islends. A&lthough the Philippine Islands has become eligible
for credits from the Export-Import Bank under a recent amendment to the
Export-Import Act of 1945, it seems very improbable from what we have been
eble to learn from persons concerned with Philippine financial affairs
that essistance from the Export-Import Bank will be refjuired during 1946.

LATIN AMERICA. At the time the Bank assessed the probable demands on it
during the fiseal year 1946, it was estimated that Latin American pro-

jects might require as much as $300,000,000, Since that time, approximstely
$100,000,000 of new credits have been errenged. A figure of $200,000,000
will cover prospective demands during the calendar yesr 1946.

A 1 Meffry
Ecofforic Advis
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ZUROPE

Belgium
Czechoslovakia
Denmark
Finland

France

Greece

Italy
Netherlends
Norway

Poland
UsSeSJR.
United Kingdom
Yugoslavie

MIDDLE EAST
Turkey

Egypt

Saudl Arabia

AR _EAST

China

India

Netherlands East Indies
Philippine Islands

LATIN AMERICA
TOTAL

TOTAL exclusing United Kingdom

$100,000,000
30,000,000
30,000, 000
65,000,000
500,000, 000
25,000,000
100,000,000
365,000,000
50,000,000
25,000,000
1,000,000, 000
3,750,000,000
25,000,000

25,000,000

25,000,000

100,000, 000
100,000,000
100,000,000

$6,615,000,000

$2,865,000,000





