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UNITED EATIONS PAIESTIEE COMRIISSION

Memorandun deted 12 Morch from the Advance Party
Concerning Currency 2nd Foreign Exchenge

The following memoranfnm by ¥Mr. Ghosh wee received in Advence Party
Air-Fouch Eo.2 cn 21 ¥nrch,
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PAIESTIFE CORBOSSION ALVARCE GROUP

‘ : Interview with M, Fetera, Accountant-General end
Currency Officer, and Mr, Brysnt, Controller of
~ Foreign Exchengen

N c (Memorendum by P, Ghosh)

The min topics of our diecuszion were:
| g (8) The recent ordinences bearing on Palestine sterling balance
i end on the reletion betwecn the British end the Fslestinian
pounds, and |
(b) Changes in internai ronetery circulstion.
Eslther Mr. Bryont nox Mr, Peters hed eny recorde 40 show any appre-
cieble flight from either the Pelestinian pound to the British or from the

British pound to other sterling area currcncies in recent months, 'I‘hey_
were not thus in a position to throw any light on the statement made by
the "Iondonvmcommiet." in its 1seue of 28 Fobrusry 1948, which I brought
to their notice. The "Ecomomist”, in giving reacons from the currency
inatrumente enacted on 22 February 1948, etated that "Palestine balances '
Pave becn hezvily dravn upon in the last few months, and they promise to
be even more esorlously depleted in the impending period of political and

| econamic confusion”. (p.353)

' As stated in my previous memorsnfum, in order to alleviate the
disruption to current trede and paymente within Paleatine, which will de
caused by the new measures, the authorities have decided to release
17,000,000 out of the blocked balances, Of this, Lk,000,000 would be

(L aveilable to the Pa;entmian bonks as working cepitsl in sterling areas and
13,000,000 fo;r current comrercial neods of Palestine up to 15 Kay. The

current supply of sterling wonld dbe further augmented by the total velus
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of ordere for importe slready placed end supported by confirmed credit.

According to Mr, Bryant, this would emount to betwesn 110,000,000 and
115,000,000 for the pericd. The recent cwxrency measures are not,

thereforo, likely to effect current import trode and hence the revenue

© from import dutles. Thess mensures, alonmg with ths sums released for

current neede, hove been taken, in the opinion of My, Bryant, on the

assumption that no changes in the existing echeme of import restriction

| will be called for, For do they limit the frssdom of Palestinian banks to

convart their eterling resources into Palsstinian pounds, 1f end vhen the
occagion requires.

The msamues are, howover, J.ikels to affect Poleatine import trade
and revenue from ebout the end of June, ingofmr =s applications for import
ncenceé unsupported by confirmed letters of crsdit have to be re-suinmitted

to the licence~issuing euthorities. The normel poriod between the first

" submission of en application for import licence and the srrival of the

gools 1n the cowntry ie from four to six months.

Folther M, Bryant nor }Mr. Peters was in a position to give me eny
4den of the extent of reduction in milﬁ;ary expamditure in Palsetine paid
for by the United Kingdom in recent months and. in the near future. The
figures or estimates are, according to them, closely guerded secrets. It
mey be possible to get then from the Finonce Secrstary. They, however
feel that the figure might fall to fifty. por cent of its 1946-UT level,

"J.'he vncertainty which envelops the nesr future seems to have gtimu-
lnted enormously the dewand for licem;en for lmport of food. According to
Mr. Bryant, the demspd for licences for other imports does not appesr to
have teen affected and the licences aotually lssued for import of food
have not been increased above their normal level.
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Forelgn exchenga speculation bas existed in some messure at all times,

But the dlack market, in dollars, in particular, developed grestly et sbout

the end of 1945 when the cemsorship of maile bacame, for security roagons,
rather ipeffective. Until recently, however, the anthorities, though they
could not check the black market, hed verioue brond indications of the

- atrength of activity on 1t. BPut in recent monthe, even those indirect
clues have coased to be avallsdle,

Internally, the eupply of currency in the country hed been declining
gince the deginning of the financial, yee.r Me, Poters belleved that tha
cwrency returning to the Beord caws largely cut of hoards, a good pro-
portion of vhich belonged to people in Trams-Jorden, which bas the same
curreucy &8s Palestine, Since ebout the third week of lagh February this
trend meems to have received e check, Thers was, in fact, & big run on the
Anglo-ralaauniaa benk in Tel-Aviv on 22 Februsry, end all banke in the oity
vers closed on the fonowing ¥ondey., The phanomenon, however, seems to have
been both local end transient. Ae the Anglo-Palestine Benk was fully pre-
pored to meet the run made on 1t for cash, it heving previously provided
1teelf with 13,000,000 in cash from the Currsncy Board, the demmnd died down
in a fev daye. Other centres euch as Jerurslen, Haife, Jaffa, etc wers, mors-

over, completely vnaffected. According to ¥r. Peters, however, the cash tbat

‘wee taken out by the public on ths oocasion has not since then returned, in

spite of generally reduced business activity in the country. There are no

conprehensive and relieble indices of bueinese activity in Palestine, but

~ the general opinion pecs to be that business ectlvity bas suffered appre-

clably in recent momthe &8 a result of inpecuxity. In view of this fact,

the tendency of currency in circuletion to remain stoady and even to increase
somevhat pointe to a movement towarde hoarding of money among the public.

As the main food crops of the country are still in the fields, the choice
between holding stocks of money and holding stocks of foodstuff has not yet
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presented itself to tho prizmery yroducer. Tha situstion mey, hovever,
changs in June end July when the crope will havae been haxrvested and
became availsble for ecls. According to both Mr. Peters end M. Bryent
vho 1s elso an officiel of Barclays Bank esconded to the Pnlestine
Govermment, there has deen no chonge in eithar businees or consumers'
expexditure in recent montha,

]



