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. CommmicationReceiv~ .f'rcm the UnIted Esisg&xa 

Dslegzition R&king to SterEinR B&mct3a 

“. ’ _ 

The following communication, concsrxJl~ the relaeise of blocked 

sterling balances after 15 May, hals been mceivsd from Mr. Fletcher-Cooke 

of tha UnIted lXln&Om Delqgition. 



2nd Maq, 1948. 
-, 

comm 

My bar EuRchs, 

May I refer to para&raph 5 of IQy confidential letter of the %7';h 

April In which I undertook to eend you a corrnmunlcation regaSaing “the Ftjlease 

after 15th h&y, 1948 of etlrling balance@ .blockeh by the Treasury Order of 

221x3 February, 1948" referred tc aa point 3 tier the heading C. Eco.no&c and 

J'~nzmcial of your letter of the 9th April. 

2. Aa the Comuleelon will be mmre releases amountlag to mven million 

pounds have been m+e for the period 22nd February to 15& May, 1948 on the 

aeaumptlon that four million pounds would be required 88 work- ba&ncee iZox 

the bar&e and three mill3on pounds for current expenditure to supplem&t 

cument accrual8 of sierUng. IR addition releases of approximately two 

i . .- tillion four hundred thousand pounds have been approved to cover confXd 

credita outs- on the 22nd &bruary, 1948. 

3. Eis Mejesty~~s GixwrPmeslt have stressed thelti willi~e6s to af3ke ' 

further releeeee if necessary to the extent that"prlvat? lmports'of food 

auppllee for the period after the 15th Hay, 1948 involve sterling expenditure 

AE the ConmIssIon vlll a$prec3ate &aporte of fmd eupplies were normally mad,e 

OR ~oveimment eccount an&paid for out of the Palestine Covemnent~e f3te3ing 

f'ur& held by the &own A&nts for the Co1otiss which hme not been blocked. 

The coat of theee laqm-ts was not taken into account In ailculating SW . 

original release of @even million pounds. 

i i 
I... Dr.RalphJ.Bunche, 

Principal Gacretary, 
utit8d &tiOne P&38tine Carmmi8eiOXl. 



4. The question of releasese for the period after the 15th &y 1918 

rabem great dlffloultlae in view of the peculiar md uncertala present position 

of RLLestine. 

5* lbrpally arrangementtt for roI.eaeelra from blocked balance8 of a given 

mm to cover a given period-are facilitated by: 

1. The existetics 3.n the country concerned of a icecognized central 

authority which can . 

(a) advise how the sterling releaae~ should be 

dlstribtited between the banks, and 

(b) determIne by the aperation of exchange and 

Import control how the sterling available 

shall be spent. 

2. Conditions of eufficlent stability to enable the country'8 trade 

and payment paition and ita reasonable $equirements of eterUng over' 

the period to be calculated In admce. 

6. Ions of thetie condltioxm is reaW3ed in the caee of Paleettie at 

present. Mret, no effective central authority a8 yet exists which mu make 

-emante on the lines indicated above for the period after the 15th &y,lg48. 

/ Gaconaly, it If3 lliQoerslble to fOre8(eO exactly how conditione in Pelsstine 
i ',. 

w9ll develop after the 15th May, 1348, but it tveem moat likely that there will 

be conelderable confuelon, that trade +1.X be obetructed and greatly reduced, 
s . 

and that many of the banka lney be unable to operate 

7* ' Xn thsss clrcurnatancoe It le clearly Impossible at this etqe to make 

any realintlc estimate of the amount of eterllng which f&odd be releaeed for 

any defined period after 13th May, 1948, and the technice& difficulties of 
' 

a&nInietering any 8uch release would be w%ll nigh Insuperable. &mover, there 

would be grave ri& of abuse s&e in the absence of an effective axchauge 

control in Peleetiae eny sterlIng.releaeed might be expended for the purposes 

which would not be In-the true lntereste of PalestIne. 

8. me Majesty*8 Gove&t therPsfo& propoee that no attempt 8houla 

be tide at present to arrive at a f&re for releaz&for any period after 

the 15th I@$, 1948 and thai this questicun'ahould be left in abeyance until it 
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9. lie&n~hile the banks In Palestine will have 8t l&&r di~~psab all 

cmnt taccruala of st+ing togethm with my balance remaining from the 

raeasea JE&S before the 13th I&y, 1948, 3x1 which reference-ie made In 

paragrapha 2 and 3 above. I&J l&+mty*s Govez+ment vill in 8ddition be pre- 

pared to consider applicationa from Individual bank&, aubmltted through their 

correepondants in the UnIted ICingrlom to the Bank of Englmd, for releasea 

.from their X6.2 (i.e. blocked) account6 of reaeonabI,,o sum required to xmke 

eesential payments Iln sterling. &3fOl?8 app~‘Ovi~ any euch applfcationo Eie 

&3esty'e Goverrsnent will require to be satisfied that the payment ~EI for 

a purpoee for which it is proper that aterls shou&l be relaased and that 

it cannot be met out of bterling funda already availab.3.e. 

10. Sterling at the dleposa3 of PalmMne bmka sfter the 15th &y,l$+O, 

,whetber arieing from c urrent mxruals or from relezwma frm balancea~ will be 

available for expemdlture ln the ,etsrlln& area, and in eucil other countriee ae 

His &~8Ety'e Covarmmnt is at any tIma 3x1 a position to aU.ow it to be used. 

. EL MaJsstyve Government accept no obl&ptlon to grqvlds Palmtine with hard 

i 11. The Cofrmlesion may be assured that l%ls &Jesty'a Government have 

rocfched ths conclusione in paragraphs 7 andp above with regret and that thej 

~ecognSze that the lnterira arrangemmte now proposed will bg uneatiofactory in 

mn.y way8 for all parties concerned. E3a MaJssty's Government look forvard, \ . 
however, to discur~eing more pmument a.rrqpmnte a8 ~~0011 8.8 cfrcumtancee \ 
render this practlclil. 

I ?roure @lincerely, 

J. I?letcher-Cooke (signed) 


