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cm/o'rp FOREIGN OFFICE AND WHITEHALL DISTRIBUTION.

FROM ALEXANDRIA TO FOREIGN OFFICE

?Iir ?1' aﬂtﬂau-n. D. 7.35 p.m. 82nd June, 1960,
9, . .

TIad Jane, 1950, R, 10.5 p. m. 22nd June, 1060
. CONFIDENTIAL /,. V175

e o —

. My telegram Ne, Bl/utton.

=z 33 / 3
1 have censulted His Majesty's Censul

~ of Britisk merchants and /gp undec ? investers/ and Britisk Cetten

commission, Full repert fellsws by despatc

2. My cenclusiens and recommandations are that I phould

tell the qupum that

(a) Az stated publicly by Sir Ralph Lacey in Manchester on 106th June

~ - wa beught up all requirements of United Kingdem industry fer
ths whele year leng age and that we tnnnt‘ “hqld:[ﬂg.o‘rf' op bmring
crep chcwura.

(») We are interestsd but enly to a limited extent in buying new
~ - creps In "{gp undec/ 3",

(¢) The Cotten Commission seme weeks age in respense te appreach

.. frem the Egyptian side made as a gesture, effer five thousand
bales of eld cropat 7 e/ per kantar but that
this offer was rejected, 00 thaldasils belrg demanded.

{d) To buy mere than this weuld inevitably increase price of -
- United Kingdem ¢etten plece gosds whish we are net pnpu-ed
te eensider far sbvisus reasens,

(e} Regarding prepesed arter deal with Russts His Majesty's
« - Geverament cannet sbject i Egyptian Gevernmaent wish te
. carry it threugh.

C) Present diieaama is direct result of deliverate pelicy of -
-~ planting cetten instead of grain in Kgypt.

(q} We are satisfied that existing situatien iy net the "natienal
struggle” it iz made out te be beiween Egyptians and feraign
(particularly Jewish) brekers and merchants; but result of
an unsucessaful attemt by small section te cerner the mariet
by huying up centracts at prices, tewrds the end 2 and 3

. times boyond nsrmal.

(W) Such activity is harmful ie the natiensl econemy creating

~ - uncertainty and instakility and maintaining high peices
" and o Mgh cest of lving.

{i) It seems unwise for ths Egyptian Gevernment te have
~ - intervened in the market with what ameunts te retreactive

legislation amending standing rules of sxchange which have
\‘l\!\“ pe mum ...‘.‘
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been in speratisn for 50 years and en whick presperity

of Egyptian cetten industry was largely bullt up,

Such intarventien tegether witk sperations of speculaters

in queatien kave resulted In heavy lessas te Egyptian merchants
&l sver the country,

3, 1weuld prepece makinq seme but net all akeve peints
in talics with King Fareuk witheut «f course appearing te lecture him
for Hiz Majesty seems to have boen given semewhat gurbled
versien of the situatien.

4, Farghaly (whe is mestly concerned in attempted cernaring
and whe 15 advised by what Peel, a leading British merchant, calis
& “Jewish bralns trust”) has effered us 80, 000 vales at 80.
As stated abeve I am bound t» racommend rejection of this offer
but weuld like when speaking te King Fareuk te rensw as 2 pelitical
gesture offer in paragraph Z(c) abeve and sheuld be grateful if
Cotten Commissien reprosentative here may be autherised te
eenclude this limited deal if King Fareuk se desires. I weuld be

~ grateful for yeur autherity te de this at a euitable eppertunity.

- $»  Regarding prepessd Russian barter Ministry of Supply
hers ias called feor tender by July 8th for supply of 200,000 tens of
whest and it is estimated that unless the Egyptians change immediately
thelr planting pelicy they will n=ed te imperi appreximately 500,000
tong of whaat each year aver the next three years. Centyary ts what
Farghaly alleges wieai deliveries frem Russia under Fehruary barter
agresment are of exceptienally peor quality. The Russians are
quietly Buying up comparatively small lots (abeut 10, 000 bales) of

karnak but it seema very deubtful whether it ig true they are pressing

for barter deals ax the Egyptians ailege, against all existing Egyptian
heldings ef ashmeunt particularly at lavel price quetad and censidering

semewhat deubtful quality mest of it being -nly !tirly geed hut all

. spinable,

- TTTT
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Tha Raw Cotton Commission cannct regard the purchase of
5,000 bales Ashmouni at 75 tallarie per Kantar as a

good commercial proposition, but if you consider such an
offer will be a vgeful gesiure to rebut the accusation of
boycotting, they are prepared to buy up to 5,000 balea at
a price not exceeding 75 tallaris per Kantar.

The Rew Coiton Commission are cabling suthority to their

representative,

Incidentally the Raw Coltton Commission are prepared to
buy new repeat new crop from Parghaly which ia further

answar to the charge of boycotting.

In present context point 2 (f) of 518 of 22 June seems
betiter avolded./

27th June, 1950,
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Cypher/OTP FOREIGN OFFICE AND WHTTEHALL DISTRIBUTION

FROM_ALEXANDRIA TO FOREIGN OFFICE

81r R, Stevenson
No, 522 D, 9.32 a.m, 25th June, 1950

© 24th June, 1950 R. 12,18 p.m, 25th June, 1950

CONFIDENTIAL T n?\b 7 53
- »a 2 e ,
My telegram No. 51 8. Ootton. Z 7

. Farghaly is pressing for reply to offer (made through
His Majesty's Minlster of 19th June in Celiro referred to in
pexegraph L of my telegram under refersnce). Since several
million pounds are involved for him snd he will have to
dispose of the cotton or face the conseguences by (I think)
8th July it 1s only feir to give him as early reply as
poseible. I should be greteful therefore for ?ETT esrly
instructions. - -

2. There geems to be some evidence that the renlitill
of the situation, particulerly the effect on Egyptian .
merchants, 1s slowly dewning upon members of the Egyptian
_Governnment who previocusly allowed themselves to be led up
"the garden path by Farghsly and his friend Mahmoud Aboul
‘Fath the proprietor of Al Misri newspaper., The appeal by
the cotton merchants association against the legality of the
‘ recent decree {paragraph 2(1) of my telegram under refurence)
‘designed to essist Farghaly and his essoclates, is being i
"heard as & matter of urgency by the Judicial Committee of
the Council of State tomorrow June 25th. Meanwhile the |
Cablnst have rejected the sugeestion from the Group that tha
ginning of new crop should be forbiddsn until September or
October. I elso learn that the Egyptian Govermment are

- wery unlikely to come to the Group's aid by buying up the

0ld crop themselves, Finally there has been s ome confirma-
tion of the report in paragraph 5 of my telegram under
reference concerning Russlian reluctance to barter.

3. Grounds on which was based my recocmmendation not
to buy old orop {exoept possibly 5,000 bales at previously
rejected price of 75 as gesture to King Farouk)
therefore strengthened.

88888
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STRIOTLY CONFIDENTIAL.

COTTON.

1. Conaultations.

I consulted Mr. Keump, the Consul, last night end
this morning and he in the meanwhile has consulted Mr.
Johnston, who 1s now the "selegtor” for Russian dselas,
¥r, Ian SBmith of the National Bank and Mr., Bellamy, =2
young cotton merchant. He brought along with hia for
me t0 oonsult, Mr. Hartley, Mr. Robert Peel and lMr.
MacEwan. All the ahove are British subjects and all

. have been asked to regerd our consultations as strictly
personsl end confidential which they have undertaken to
do. I think we now know as much about the cotton
situation in Egypt to-day as can be known.

2e The Cotton 1tself.

The Amount of Ashmouni actually held in Egypt
to=-day has baen varlously estimated aa between 70 and
120 thousand balesg. The beat opinions agree around
the higher Ffigure. I was offered 60 thousand by
Farghaly but 30 thousand was the figure mentioned

recently by Farghaly to Mr. Hartley of the Cotion
Comulasion.

The quality of this cotton 18, according to
Farghaly whom I apecifically asked, good; but ascording
to averybody #lss aome of it is berely fair-to-good and
the reat a 1little better. There ia therefore scme doubt
about the exact quality but all are agreed that it ia all
spinnable though some of 1t nof up to the standard usually
denanded Tor Lancashilre,

i Farghaly 18 asking is 80 thalaris per
kantar, He refused aoms weeka ago an offer from our
Cotton Commisaion for 5 thousand bales at 75. It 1.
estimated that however nuch of this cotton he may poesseas
{and he possasses very nearly all there is in Egypt) be
obtained i1t by buying 1in contraots at ever~-ing¢reasing

, rates, some at 100, some at 120 and towards the end, at

. 150 Thess figures are astrongmical. Peel and the
othera think that but for Farghaly's operations the price
would have been about 60 to-day, i.e. sbout 10% above the new
erop fror Qsctober-November delivery, which would have been
about 5h. It is reckoned that for the cotton now in his
hande Farghaly pald an average of 90. Assuming that he
has only the £0 thousand balees he offers us and that he
peid an average of 50 it will have cost him a total of
gbout 10 million pounds. Assuning that he haa to sell
this at the preseant new crop rate, therefora, he atzndas
to lope one third of 1%, namely between 3 and 4 million
pounds. . I he has twice the amount of cotton (as may be
possible) he will atend to lose between 6 and 8 million
pounds. He would now seem to apprecliate the rfact that
he ocannot make the profit he expected because pedple are
refusing to buy at monopolist prices, He is therefore
trying to limit his losses. By selling 60 thousand
bales to us at 90 thalsris he would limit his loasece on

/that ....



h w dras e em—— w—————. e =

o fE e vag

that quantity to just over a million pounds.
3. ow and why he got lpto this position,.

The resson 1is, without any doubt, the most determined
attempt ever made in the Egyptian cotton market to corner
the market starting from the fact that for various reasons
last year's crop was known to be below average &nd that
¢otton would be in short supply end therefore dsarer,
Farghely and Yehia {more correctly, the Farghaly Cotton
and Investment Company and the Egyptian Cotton Trading
Company) therefors set out to buy in all contracts up and
down the country. If they had succeedad it would have
meant ithat when the day came for dsllvery of a given
contract the merchant concerned would not have been eble
to Asliver at the contracted price with the result that he
would have had to cast round for where he could buy and
he would have found that he would have to go to Farghaly
who would have made him pay through the nosda for it.

This haa in fact happened in a large number of cassa

with the result that merchanta 1in the interior of the
gountry have suffered heavy losses, Most British
merchents, however, saw what wesa coming and took eteps 1
accordingly by quietly buying up quantities themselves
and kesping the coniracta, This in fact seems %o be
mainly responsible for breaking the racket. When
Farghaly saw this he was horrified and at once took

gteps through influential friends in the Government and
elsewhere to prevent merchants from delivering the cotton
in thair handa. In particular by lasuing writs against
the Minleter of PFinance and others he succeeded in having
the whole position diecussed in the Egyptisn Cabinet for
Tour hours as a reault of which two new Regulations were
made. The first of these made 1t illegal for repressed
cotton to be offered. Thia meant that where small
quantities of ocotton had been In the market and not found
a buyer (strangely enough this has frequently happenea,
for the racket has been concerned with larga quantities

.80 that although the June market price for Ashmouni

might be 120 thalaris, a semall lot of, say, 10 balas

has been unsble to find a buyer even at 80 thalarias.
Nermally these amall lots would have heen sold for 'spot!
cash by auction but owing to the tremendous bulkagas of
recent deals merchants have been compelled to aesnd unaolqd
amall lota back to the country to be unpacked and repressed
with other small lota to make up the dockets, as they are
called, of 250 kantars each. This has been quite legal
in the past but is now illegal with effect from the

.-_puhlication of the new regulationa in the Journa] Offilciel.

This had the effect of retrospective legislatiocn bscausae
it meant thet dockets already in the market made up of
repressed cotton suddenly became by law untenderable.
Thua the merchante poseseasing them had to default or buy
other cotton from the monopolists at ruinous prices.
Rather than defanlt and go out of busineas many merchants

'~ have paid these prices and nearly rulned themselves.

Peels have lost several thousands as a result of this.

The second new regulation had to 4o with the campcaltion

of the Appeal Qommittes, Hifkerto this was composed of

thirse government officiale and two commerclal representatives.

/In LAl |
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. In futurs 1t 18 to consist only of government officiala.
This is & biow, and intended to be a blow, at Farghaly's
competitors who naturally are the beat people to ensure
that he keeps to the rules of the gams.

These two new regulations, arbitrary and retroactive
without prior motice, are condemned by the entlre
commercial commnalty cosmopolitan as it is. It means
in effect that the Stending Rules in the cotton exchange
here that have etood for 50 years have been changed over-
night to save Parghaly and Yehia from bankruptey. The
result has been (8) to ruin hundrede of HEgyptisn merchante
up and down the country and (b) the retention of cotton
prices at a phenomenally high level,

s Is this a 'nationsl' igsue?

It has been described by the King to the Minister

of Finance as a fight betwesn Ggyptiane and Jewsa and 1t
has been embraced appareuntly by the Government as &
national struggle with the object of running foreign
merchants out of business and leaving asverything in the
hands of Egyptiana, In fagt, however, Farghaly and Yehia
have gone in for these operaticna on the advice of a
brilliant Jew employed by them, called Devid Mehrez, who
has been described as their “brains trust". Moreovenr
the merchants who petitioned the Egyptian Governmant on
the 10th June to rescind the new regulations were all
Egyptians. Then again Egyptian merchente and bankers
are unanimous in instituting commercial action against
the monopolleta and some of them are lassuing writse on one
pretext or another, Finslly the lcsses sustained as s
result of theae operations have heen felt moat keenly
by Egyptian merchants, eapecially the smaller ones.
Cn balance, therefore, it can without any doubt be
asserted that the operations of Hessrs. Farghaly and
Yehia are anti-neticnal snd harmful to the atate by ruining
local merchants and keeping up the cost of living. Indeed
it can be argued that only by their golng bankrupt and the
cotton being 80ld at its proper lsvel of price could the
best interests of the country be aerved; for even 1if
this Ald pot start a general recespslon of prices it

- would in iteelf advantageocusly affect the coat of living.

5 What is the Busaslan Angle?

Contrary to what Farghely saoys and what His Majeaty
has been led %0 believe, the probability 1s that the
Russlans are pnot prepared to take over this cotton at
this price. 1t seems generally sgreed here that if
-Farghaly 1s prepared to let us have 60 thousand bales at
80 1t wesns that he cannot get 80 from the Russlans.

The margin of potential loss for him is tco wide and the
sum involved too great for him to be able to afford to
take any other line. The Russlan reluctance may also

‘be due to the poor quality of at least some of this cotton
but thia ie leas certain. Some who think that Farghaly
haa about 120 thousand bales suspect him of planning to
#ell us 60 thousand of the poorer quality and bartering
the remainder with the Russians against grain.

VT
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6+ The British _Angle.

The danger that even 1f we tske these 60 thousand
bales at 80, for the reascn glven by the Egyptiana viz.
to help in the fight agesinet the spread of Communiam
in Fgypt, we shall very likely, having done that, be
immedlately asked to furnish wheat. I hear that the
Egyptians will be short of grain, chiefly wheat, quite
goon and it has be#en rumoured that the dsal Farghaly
was planning with the Russians involved 400 thousand
tons of grain, mostly whest. I understand it would
be impossible for us to find anything like that
guantity from the sterling ares but it would be
difficult to resist the Egyptlen argument that having
'prevented’ them from hartering their cotton againet
Rusasizn wheat we must naturally fill the wheat gap
ourselves otherwise they would be obliged aftar all
to tum to Russia for the bread they need, with
dieantrous effect in the "fight against Communisn".

Thus it would seem that if we do a8 bidden and
buy 60 thousand bales at 80 we shall

{(a) be buying cotton we do not need, at a
price far above its reel waeth,

{v) be landing the Britiash taxpayer with
the lmnediate cost and the hardpressed
British consumer with the ultimate occat,
keeping up, if not increcasing, the
price of Engliah plece goods,

(¢} very likely have to furnish Egypt with
grain, mostly wheat, apart from her
normal allocation and thia, if 1t
were t0 come from the sterling area,
would mean less bread and poasibly
dearer bresd for ocurselves,

(4) frinally 1f we were 1n ithis way to
rescua the mcnopelists from the worst
consequsnces of theilr nefarious
activitiea we should call down on
cur heads recriminations from the
entire merchant commnity including
the British sections of it.

- 7« Action proposed,.

I think in the circumstances the only poseibls
recomnendation for us to make to the Foreign Office is
that we should reply to the representations mads to us

" to the effect that, as stated by Sir Relph lacey of the
Unlted Kingdom Raw Cotton Commission in Mancheater on
the 15th June, the Cotton Commisston bought up all the
roequirenents of the induatry for the vhole year a long
time ago. Ye ere not "holding off" or buying elsewhere.
The Britieh cotton induntry is thersfors interested and
that only to & certain extent, in buying next year's
suppiies which they can do. at prices well below those
‘asked for the o0ld crop to-day. We have, however, as

E/a —
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a gesture made an offer for a comparatively small

qusntity (5 thousand bales) of the old crop ~ which,

ag ptated above, wa do not reslly require - at 75
thalaria per kantar which 1s consldersbly more than

we paild ourselves for our present holdings or than

the price would heve been but for the recent operations
on the Alexandria exchange; but this offer was rejected,
8 higher price being demanded. Regarding the proposed
deal with Russia, His Majesty's Government would and
could have no objlection to it for they themselves from
time to time conclude barter deals with Ruasla and the
gatellite countriea; bdbut it should be polnted out

in the present inetance that any 111 effects in the
country that this deal might have will be ths direct
result of the deliberate policy of planting cotton
instead of grein in Egypit; that such s policy may

geem attractive to the speculator but ia fraught with

- dangera such as theoae which have now overtaken the
. Egyptian merket where conditions, His Majesty's Govern-

ment are satisfied, ere not those of struggle hetwesn
Egypt and forsign brokers and nerchants but rather of
an attempt on the part of & small sestion to corner
the market by buying it up &t prices in some inatances
two or three timea heyohd what would be normal, Such
unbridled activity must react harmfully upon the economy
of any atate. It ereates conditions of uncertainty
and therefore inatablllity and insofar as 1t succeeds,
1t inevitably means high prices and a high cost of
living for the pesople at large in return for high
profits to the speculator if hie opasrationms are
successful. Allusion could also be made to our
doubts about the wisdom of the recent stepa taken

by the Egyptian Government affecting the marketing

of Egyptian cotton in Alexandria and our fears of
their harmfulness in the long rum from an economio,
general and social point of view. '

'BRITIBH EMBASSY
 ALEXANDRIA
2lat June, 1950.
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FROM FORETGN OFFICE TC ALEXANDRIA

No._ 868 |

PRICRITY

CONFIDENTIAL

“Your telsgrem No. 52, [of 27th June: Cotton crisis],

The Raw Cotton Commission cannot regard the
purchase of five thousand bales of Ashmouni at 75
Thalaris per Kantar as a good commercisl proposition.
If, however, you conslder that such an offér would
serve as & useful gesturs to rebut the accusation that
we are boycotting, the Raw Cotton Commission are prepared
fo buy up to five thousand bales at a price not exceeding
75 Thalaris per Kantar,

2, The Rew Cotton Commission are telegraphing
to their representative authority to make thils offer,

3. Yon will doubtless wish to speek to King Farouk
on this subject, on the lines indicatcd in the second
paragraph of your telegram No, 518, We should prefer
you not to make point (f) in that paragraph., As further
evidence that we are not boveotting, you may wish to
add that the Raw Cotton Commission are in fact prepared
to buy new, repeat new, crop from Farghaly Pasha,

L4
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Nos 262 . R, 11,20 a.m. 13th July, 1950.
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My telegram No. 561,

e JCIR T

‘hmd

e

I eaw the Minister of the Interior last ovening and
informed him frankly sand as forcibly as I could of the
fﬁctﬂc

2. I pointed out that at the request of His Majesty
King Ferouk I had recommended to His Majesty's Government
that the Raw Cotton Commission should purchase 5,000 bales
of cotton (which we did not need) from Farghaly Pasha
at the price of 75 thalaris a kantar. The Raw Cotton
Commission had promised Farghaly Pasha not to reveal the
price at which this deal was made. But this friendly gesturs
on our part had been followed by the fixing of price of
Ashmouml by the Egyptian Comite de Coton at 154.5 thalaris
a kantsr, which together with the unjustifiable rejestion
of repressad cotton by the Arbitration Committee (of which
I also complained)would result in enommous losges by British
fims to say nnthing of other foreign and many Egyptlen con-
Gerns.

3. I was thus placed in en impossible position, amd
unless something could be done to  remedy matters I would have
. to0 recomend to His Majesty's Government that the price at
~ which our Cotton Commisslon had purchased from Farghaly Pagha
only a few days ago shcould be published., This would make
the price 154,5 thalaris s'kantar fixed by the Comite de Coton
look ridiculous. I appealed to Serag el Din Pasha to do what
he could in the matter andi let me know the result as scon as
possible. I undertock in the meantime to refrain from meking
any recommendations to His Majesty's Govermment. He took
written note of what I'said and promised to do what he could.
A, I will telegraph any further developments. I have

the lmpression that he will in fact do mmathing sbout it,
DI@'EIBUPED 10:-

African Department 4
11111 Economio P ations Department .
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[This telegrem is of particular secrecy and should be
reteined by the authorised reclipient send not passed on]

Cypher/OTP /237/80¢7¢ DEPARTUENTAL DISTRIBUTTON

FROM ALEXANDRIA TO FOREIGN DFFICET'E“ A
Sir R, Stevenson 1‘* £ 133 }2_
No. 567 D. 5.30 p.m. 14th July, 195
13th July, 1950 R. 6,51 p.m, 1.4th July, 1850

SEGREL - (jﬂZj; i%??w)l7

Ny telegram No, 562,

Farghsaly informed Chevaler of the Cotton Purchssing
Conmittee last evening that his group hed concluded e deal
for 36,000 bales with Yugosliavia. This muet be a barter
desl. He alzo informed Chevaler that he was negotlating
a desl of 30,000 bales sgeinst grain wlth Russia and a
possible further 30,000 agsinst tobaceo,

2, If these three dezls gd through cornering groups
will get out, It will also relieve pressure on all local
c¢otton deal firms, -

3. I suspect that my démarche to the Ministry of the
Interior msy have forced cornering groups and the Government
to connive in these barter desls, which wiil have to be
gubgidised by the Government, as the only way of getting out
of their difficulties without creating an immediate publioc
scandal which wonld involve saversl Wafdist Ministers and
their femilies., It is clear that the Government are risking
gn outcry against further Russian deals

{a) beceuss it is well known that the last Russien
consignment of grain was of very poor guallty anmd

{b) because there is not sufficlent Egyptian storage
for the quantities of grain these deals will produce.

Nevertheless they seem prepared to accept what seems to

" them to be the lesser of the two evils.

L. You should know slso that the Acting Prims Minlster

‘has esked to see one of Bellamy's partneri {nmediately after

B&irﬂmw

5 In gll these'cirﬁumstanccs I‘think we should teke
no further action for the moment and s9¢ what the position

15 aboui the middle of next week. ooy w7
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FROM_FOREIGN OFFICE TO ALEXANDRIA

No, 225
17th July, 1950 D. 12,20 poms 18th July, 1950

CONFIDENTIAL

Your telegram No. 567 [of 1ith July: ootton crisis],

We agree that no further actlon should be taken in
this matter for the moment.

2. You should, howevar, know that the Raw Cotton Mission
are most umrilling to @isclose details of their commercisl
transaotions either in the London Press or elsewheres, Thay
feel 1t would not only be improper in principle hut alse
unwise in this case, as purchase waz made as a gesture

at what they considersd an uneconomi¢ rate, Digclosure

of the prloe pald might lesd to public critlclsm here,

and might algo lay the Commission open to further political
pressure in Egypt. Chevalier has therefore been instruoted
not, to depart from previous instructions, but to keep in
touch with you.

5. The Board of Trade are reluetant, in view of probable
consequences, to put further pressure on the Raw Cotton

 Commission. The utmest they could de would be te press
them to let it be known that prioes pald fer their recent
purchase were gubstantlally lower than these queted.
Unlsss, however, you are cenvinoed thet such a statement
is essential and, enoe made, would be effective, they ds
net feel it ceuld be justified,

A. If, despite the divalopments reported in yeur telegram
under reference, the cotten situstion ramaing unsltered,
and 1f you then still favour the publicatien ef geme kind
of statement abeut the Rew Cotton Cemmisgien'’s recent
purchage, 1t weuld greatly assist beth eurselves and ths
Beard of Trade if whenm making your fimal recesmendatien,
you ceuld let up have a &etalled apprsciatien, first,

of the effeot which publioatien weuld have en the present
situatieon and, secendly, the extent ef British firms' risk,
ssguming that ne statement 1s lssued,
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réﬁ?;?z%yg%yqpiﬁgi ALEKANDRIA TO FOREIGN O?FICE

Sir R, Stevensen

Ne, 511 D, 7,10 p.m, 20th June, 1950,
'20th June, 1950, R. 8.20 p.m. 20th June, 1950,

- CONFIDENTJIAL : - - '
Getton. ' L':/ﬁ//j“-l

In the ceurse of private sudience today the King of Egypt

referred Te the erisis through which 2 Egyptian cetten

breking firms were now passing, He explsained that he had
advised his Gevernment te help these [grp. undec.? firms]
because they were Egyptian.. He then slluded te what'

he called beycetting by British cotten buyers and went en
te say that the Egyptian firms in questien had very
interesting offer from the Soviet Unlen te purchase cetten
in exchange for cearse grain and suger,.

2., TFrom & pollitical pesint ef view the King did net
want te see Egyptian firms dealing with the Seviat Unien
whe wers merely acting from political metives and te
whem gn censequance the prices pald meant nething,
He ceuldnehjhewever, step such a desl if the enly alternative
fer the Egypiian firms In questien was complets ruinm.
The matter was sne ef urgenoy. '

3. He sdmitted that the Egyptian firms had got inte
treuble because thoy had tried te cerner the market and
repsated that he held absolutely ne brief for them
persenally., It was merely the politicel angle which interssted
hin,

Ao I Bid I knew very little about the metter but
T had been infermed that there was enough cotien in Englemd
for esur present needs and that British dealers had no
intentien eof buying any mere at the moment. His Majesty
then said that he knew ne mere akeut it then I did but
his impressien was that in erdinary eireumstances the British

‘market would new be epeh te purcheses of Egyptian cetten

and dealers were deliberately holding eff. He heped

they weuld ohange thelir attifude. He repeated apain

that ho was net interested in the Egyptian firms invelved
making any prefit whatever and they weuld sell at the srdinary

market price. .
. S He merely wanted te
",J‘z;r gerely

2
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CONFIDENTIAL
Alexandris telepram No. 511 te Fereign Office
. Lo,

NHs merely wanted te “"keep them off the streets"”,

5 I premised I would repert te you what His
Ma josty had said.

6. Approaches have already been made te
His Majesty's Embassy en the subject from different
gources and I am censuliing the Cetten Comnissien
and ethers interested, I will try to mske recemmendatiens
as sSeen as I can,



