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a“ Tomar

"m,;b Q’?’
‘ & X I‘ﬁ;\& W
3 ?‘%‘&W‘?MM% ool Qi ia September that .

tmr-msmm&uuth City im
favour of his idea of the hﬁmucn of the .
Bast Africen shilling. and that he contemplated
A an article on the subject. I did not feel able
W to say more than t&t 1t seemed a bad way of
helping Kenya's credit, but he said that his
article would be pgyfectly general. Either he
has not found that to be possible or his article
% has taken a difrerent shape as the result of the
n.te on the position in the City Notes of the
"Times" of the 23rd of November which, with the
resulting hturf‘ (ongg-qn Major Grogan) I
have put at the file. Actually the

u;ur “John ce-,uu. mi- T
Mzg thie ninuh

«

(1) Prom & ourrom point of tﬂ.p', 1“»’) ‘
not propose to add to whet Mr. Bhun &
"* has said sbout the 1920 fixation,
_ except that some ten years ago I
B ' asked Major Grogan n’nnﬂhn
< nappensd 1f we had done nothing,
He said Pplace M!
would have .(Mt“» i N
* with the falling rupee. Apparestly s
he thinks that s deliverate devalustion
would be better under comtrol im

its economic effects.

Hie echeme for devaluation is & matter
for the Beonomists. I am convinced that
it breaks down for Kan,yu, if only on the
point of hozvy oxurnal obligations emd/
the f.aﬁ that ll,:or Grogan couples it
with debt charge ?od.uouon. confirms me
in that view.

On tne question of debt charge reduction,
the figures for an ordinary conversion loan
have been worked out and il was" cleer that
the inducements would be so high that
Kenya could Pnly have a present gain by
placing & large burden on posterity.

Major Grogan clearly would not mind that,
h‘ he himeelf is in the position of
)ﬁlterity in regard to the 1921 loan
and he does.not like thaf position,y

48 to the 1921 loan, of the two main i
sd;-uon. one (overdue) Ji. éxpedited
by the wish of the Sec t of State

Avire
and snother (the ‘n-n-u) L=
uupma by settlers. Major Grogan
Beld out hopes of prov“w‘f’m line
with 20,000 torid of lumber treffic
sanuslly ad he was an advéSte of the
more . tn route vhtoh would nb
his fore Qron at the Potto. instead
of &t the top. o

The 2£600,000 item is in the nature ‘
of & repaying to revenue capital sums

i

L
met out of revenue. It ®a¥ closely
analagous to the ligquifection process
new recommended for sinking funds, etc.

It was & serious dyewbeok to the loan L7

aag it was essential to meet interest \
® ]



Ao,

‘ for thré: years out o.t #_‘iﬁ,n&“ per cent.
. : e p
) _no light metter. %

et

él‘f,‘,',..-.vﬁ‘v ’ toMajor Grogan's .

universel conversion scheme is that it

requires e guerdntee of thetImperial Governwent .

Guarantee means invariably priority of charge,

.nd any further independent borrowing must

ve on second mortgage. We have had to face

tnat position twice in the case ol Kenya

(not in regard to guaranteed loans, but in

regard to sxochequer borrowings, which also

‘tf‘a'! iority) by raisin.s enough money
a8 part o our independent loens to pay ‘¥
%6 the old loans, and that does not make
for ecgmemy .n tre lonk run.

(5) We oap, ¥, bink, dismiss from considerstion
otthr the pofaibility of oorrowing without
slnkl;!‘ ‘f‘l"ln'd"t‘l"'&ﬁsxor.. yr of liquifying
existing lm funds .

Liquifying the Hailway Betterment und
expendfture {s on = different footing -
we have funded past capitel payments met
frol revenue Both in 1+ 1 and since.

leave that point

It 18, however,

the money dev.ted ltieruent was railway
o sed s 1lijuifaction
1lway . he propesal

e theu over a
ting j icers by a reduction
e uneconomio#ll level.
" 1 i Lo g0 on 18 not stated.
prupuse. ffers from the general
Jeciion that artificial assistance oreates

an expansion of activity which cannot be
pe

permanently maintained.
Charnse e~y
(6) Both as regards guemsensee and 65 regerds
railway questions, it is impossible to separate
Kenya from Uganda, which is in no need of

drastic ra.did‘?.

In his talk Iy

little about

attention

winly to wus

" trustee", " 1 a0 t . it the
situation.

there u

current loans.

have been tuken

reail laBue.
prososal, there is |
r'liquituctiony ‘Wwhen

11 sorts

impelled b, hurd inelu:tuable igcessity. it t t is
on he beygl W, Ot e thing. CQul ! 1<

ised, to liquify % It the mone, ecawe avualluble,
what would local pressure insist n u3d regaras 1ts
iser Kenya hus ulways, in my experience, been
aring every possible thing down to the bone; the

tenaency hss been to put everything possible on to
louns, to utilise every conceivable murgin
uvailable. The v would, under the gxiating

scheme oOf thin.s - to th

10t tOo the



"Wmumz !
utilised, I think, ?"‘"“‘
ons ,and for the mt af

uusu;aau. In the end, we would i have built

up, on borrowed money, an extremely unstable situation
where production would be based on &n insecure
rumdtélon, where the economic life of the .count.;y B
%ould have beoen distorted,und where the Govt:

%o.ild be, the

to u lurge extent, m&in aortgagee,

4. Tuking the railwa, position us it 3tands,

n::roxg measures such us W& Or vrogsn proposes

do not aseea necessury--or in any sense advisable.
The " betterment" mome, invested in the business

is helping the.existing diffigult situation; it oo
gives 'Bome desirable margin Aph;lt. agversity; &
it provides to soue extent sgainst the " cbsolescened!
factor; it helps tu cover in some degree the '
sbsence of all reserves. If we could get the ‘reasury
tu wgr-e Lo the ik renewals provx;sm. we would be,
&8 things stand on ressonsbly safe ground. ( This
spitution is what I feured, relative to the Treasury
to me short-sighted

“o stend out for rigid fimnelal orthodoxy in this
matter,in the utlllu‘ circusstunces. Thet may easily
do very much more harm ihn good. )

v. In sum, I would any us't. towards
iiquifying. " -

nor would §, consider '

proposed and |

attigdude to 1 ls. It

authorities,
6. On the
generally

is--a.lvays Y

mma-&mwnu«
.tc,-h bgt I must sdgit that I ses i‘

: T ¢

.‘. . Bl -little of the work, and have formed my
it ’&ruuom from isolated and quite probabu nen-

= ' "rﬁeunteuv- samples. root of the matter is

the constitutional posi and the prlpoadom -

of the gettlers, as a pol unit, via-a-vis » N
the Govt: and higher aut « You clunolt run &
cheap administration where you have orm.

duropesn criticism all the thing time, lurgely

and with means of very
Kenya

and elsewhere,

too largely in

» ;ohts of friction s
the major lines of poliey

And if these lines &re in fact WHGNG=--s=esl

7. OUne last pointi I ln both kajor &- and

Lordlnuumtt\vhonluutokm in Indda. )"

e Wégrees, made ‘lb quite clear that’
: L’. of the capacity and

\ ty ¢ 11 sérvice in

emptuous as regurds
= e



_existing cebts. h the end, we w

up, p borrowed money, an extremely unstable situation
where production would be based on an insecure
roundaixon. where the ecohomic life of the ‘count;-y -
%Quld have been alistorted,und where the Govt:

%Ould be, to a lurge extent, the main zortgagee,

4. Teking the railwa, .osition us 1t stands,

heroic mneasureé such nsl ku Or urogan proposes

do not aseea noco.ﬁury-;or in any sense advisable.

The " betterment” mone, invested in the business

is helping the existing difficdlt situation; it

'ropreunta'uv&nplu. The 1oot of the m&

gives gone deu{ubu margin against adversity; -
it provides to some extent against the "

fuctor; it nelps tu eover in some degree the

absence of all reserveB. If ve could get the ‘l’“lﬁry

Lo mgroe L0 the ik renewals provision, we would be,

8 things stand on reusoasbly safe ground. ( ThHis
tgltution 18 vhut | feused, relative to the Treasury
sttigude to senewals. It seems to me short-sighted

10 stand out! for rigid fimnecial m ia this
aetter,in the existing circuastances. ‘Q_Q =y emelly

iv very much more harm than goods)
L. In au., 1 would pegard sny m .
.1qiifying " betterment” as & Pt '
nor would I consider such ackion

L

proposec and reported on by the res
suthorities, through the Go ‘
6. Un the more gen p
gencre.il, with the p

18--a.va,8 has Deen-- ”&

but I nu-t. admit that I see ‘.
le of the ¥ work, and have foraed my i
from isglated and quite probably nen-
is

the constitutional position;and the prep nece

of the gettlers,as a political unit, via-g

the Govt: and higher authority. You caunot

_cheap administration where you have organised

Buropean criticism all the thimg time, lurgely

directed to the advancement of sectional
and with means of venry
and elsewhere. Kenya is :
too’ largely in po '

the major lines of poliey
And if these lines are in faot WPONY ~ ===,
7. Une last point. I saw both kajor Urogsn snd
Lord Prdneis Scott | whon I used to know in Indis.)
Both, in, vary m mede 1t quite clear that
of the capacity and

4vil sérvice in
tuous as regards
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;v X bi /Z'/k?-‘? ey ‘m)\a}a«) ‘
: [‘) @ / . "4 ﬁ {ﬁ 4 ‘% e u:r::t:;cn the unofficial papers which have
} /M , Wk X)ﬂ m oo« ‘A° lnr been accumulating in the last fortnight.

? r/k ” " 4 50‘7‘ On the points mentioned by the Secretary of

(x) S8tate, I wrote to Sir J. Byrne on December 24th (rlag
M x"‘?& [ ‘(‘ A). 1@id not write'to Sir B. Bourdillomon that
\
\ ‘ ‘.‘ : p /qc/é'f | Peint and I'think that it will be BEsSt for us to
f W '» telegrarh to 8ir J. Byrne agking him to @gend & copy o
A .
p l} 7" M/‘ /‘.l/‘ 4 ; //1' | my letter and its enclosures to Sir B. Beurdillon

’7’ with an-intimatiom that he has been asked to tell the
latter "¢0" regard it as addressed to him also.

e ’ » .
g ) /,Z M ) .[A‘ﬂ ) On the last point, please sce my letters to
] o= g -

8ir J. Byrne and Sir B. Bourdillon of the 1sth

=

(9

A

h‘ o o f/y December (flag B). You will see #MMt I said that onl;
/ a little statistical work on the part of Lhe
‘"‘/“‘ /‘-7 ) N tmhii

Railway stm*agnd be necessary in order to get a

/)2 A figure of the value to the railway of the two

eontries as customers. .I feel no doubt that this

-

3/ "/\ would, by itself, produce the- information wihich -the

Secretary of State asked for at the end of his minute,
S ot

’ /:; /‘-’{7""/ but if we are telegraphing on the first point, it
would be. well to'felude a specific roqﬁ..n in the
terms indicated by the Secretary of State.

(You will see 'f:ron S8ir B. Bourdillon's

letter

. R AR, »
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mnun

Dlw'f‘.
-loan was not a high
think that it would be worth while to think of
embarking on the difficult waters of voluntary

conversion in respect of it). My letter (B) did
not rule out the possibility of a division of
profits on a capital basis.

Vhen Major Grogan was here yesterday (to
say good-bye) he talked generally about his
proposals and when I asked how, if money was
realised under any of his schemes, he would
propose to divide it between the two @Governments
concerned in the railway, he said that a basie
for division had already been laid down. I am
having searéh lm:e1 into this point.

Major Grogan went at lu&th uuo:’nm
matters which he had raiged and in particular he
developed more than previously his idea &8 to
sinking fund money. He maintainefl that it was
quite absurd that the money of the East African
communities should be locked up in sterile
securities and that if there were a simple guarantée
by the Imperial’Government that repayment of the
loane would be made lt’d\l‘ date, that w be £
sufficient to protect us from any charge of 3
breach of faith towards thoge who had

their money on the assurance u‘n‘\u.

“.*Jor Grogan also pressed his point as
R fegardsa (he 5gkiedfaction of the betterment fund -

money. He felt sure that there would difficult
in raising a fund for this purpose.

I asked him what he would do wi - money

‘ if he got it and he said that he would apply it te a
/eal Land Bank which would lend money to ge

AR

and save t.hon from the incubus of bank
Mnu't.hamthoothr“
the point which is b
apprehension in

t

have known him

not only in
' a world pnﬂﬂ in > mahes
The fall in the Tinal vd1 eoupled with the
stationary or even increased charges for transport,

. .

etc. meang noo;aliu to him, mt the native
1
to work ten. times as hard, and ‘the

times as hard, to get the same

: ' ‘ result
s _ §
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un.ciu-—u- containg some m-n-r

be of: t to the Secretary of State.

ot 1. "uu&q“. In my memorsndum I referred
in paregraph 1 to the Colony's deficit

i - s 2

18 & permanent

with Kelys's ultimete future,

lt*h.““ oould be got rid of
the same - ss the debt but that

‘ : ' ! mot".o




involves similar treatment being given to

i
Uganda and Nyssalend in respect of their wer
‘debts.

An inter-departmentdl cemmittee was §

set up under paregraph*s, It reported in 191;4
and the Kenye share was assessed at a.b-out
£1,500,000. The figures for Ugande (which had
elready paid & good deal of the war debt) and

Nyasalend were much smaller.

}‘ Kcal v M= Orerend o Toa fowaf33
L Senl .

I ol Gmpa? o e oS
e T b

e,

177 7%

. 35




17 January,1936.

Parly. US. of 5.
DG “ﬁ.‘.ﬁ‘.a‘.‘.—..m\
M I now enclose the statement
S e s N relating to possible termsof - 1

conversion of the Kenya 6% lﬁv
;-: 3

®may be communicated to your i

Committee, but omly for their own
information; they were supplied

the guldance of the Secretary of i

4

State and not for puslicatioms

' The Cpown Agents'

o



: ."‘nun- guaranteed interest on Kenya's

[ 4

& own qmed®. Their conclusion is that

the advantage to Kenya wo y

be sufficient to counter- the

mrete B M, in their view, of admitting
dé"."‘ -

which could hardly be

on conditien

m " ‘0&0 UOn

‘ a ' 4 § over, I don't know, but 1t

ik would be a real one. Either subsequent

borrowings would rank as a second

N

mortoage, which we have slways been

* wd¥ised would mesn crippling terms of

o oo !‘._") b,

e

Z®



Of course it will be under+
stood that any proposal for paying
off the loan before the-due date,
must involve an increased burden for

. —
Bast Africa later on.

As I pointed out when you
called, 6/7ths of the 6% loan and

=

the whole of  the 5% loan are

 primarily d railway 1iability and

SRy

‘0 uu'u hns never mdod Kenya's

|
ﬁw ite eh.un in 1‘

maftfﬂ‘ éhomua




ol

t Major Grogan's

> s il g 597 3 v - i i Eoe 5 pvr : B
RAs T L T : P SR vy .
taxpayer is,in itself, of ‘proposal as, régards sinking fund wa
friculty. Obviously Uganda is come “ that the amounts already set aside
» » -

i o . s - :
and the pothtu moment,under considera- 2 A il - Mouia ve devoted to 8 forn of
P = -
TP -
tion in East Africa. assistance towards the
Pomi. US. of S. >
. You ask me about the present positien Parly. US. of 5. mortgagorsj the commi in the
Secretary of State.
of the sinking fund§ I append figures . loan prospectuses) 10 the accumula=
de : }
ghowing the-position at Novemberyl934. The - tion of a sinking fund of not less

figures cover the whole of Kenya's public
joarfs, but we are only concerned now with
Bhe 'two bearing the highest rates of interest.

PWiously any advantagé t¢ be obtained

;br:\y'h ~onverting the others would be .
puch smaller vt not e of * first two.
& CVE S e () Ny i
“ :” 510) qub-iaeb ‘ LR ObvioUgmhat 'ﬂg,p:q:o:t_
Covoom | § 7-) 3 g s the sinking fund
PR RS lus, 79k S
t.chl.(“"l') 9

7.%0
1.“‘“'("“$ - qy ! 29b
socbe (341 45799 5.
S If T have lef't out any points

. B on which you wish to be informed,

_please let me know by telephone.

Yours sincerely,

* ®nod) W. C. BOTTOMLEY.
Qe ——

e TR
S TR ey
3 SRR Sikde. . Nt




&
Telophove No. : Wirssans 1234
In any reply

TREASURY C 3,
WHIT! , S.W.1.
'ph- quote Regd. No
l

8. 39656. l4th January 193s.

Dear Bottomley,
Thank you for your letter of the 9th instant
N‘ ?1, about the possibilities of a Kenya Loan Conversion
Scheme. I was mueh interested to see the more exact
analysis of the holdings of the 5% and 6% loans which
you have cobtained, but I do not think that I should be
inelined on the information now furnished to wedify
the estimate of & 20% response to o long term offer
which our recent epnterence accepted as reasonable.
On the gontrary I think that you might have greater
difficulty 4in dlllodginé the small investor who is
Bore concerned with immediate yield, and that
.-oq\untly the larger percentage which is now shown
80 be held by this class of investor amght, if
anything, to lead us to reduce our estimate of the
percentage of acceptgnces likely to result.

As regards your last paregraph, what I had
(3 J ¥ & ¥

8ir Cecil Bottomley, K.CeMeOG., CeBs, O.R.E., in
Colonial Office.




8. 39656.

TREASURY CHAMBERS,
WHITEHALL, S.W.1.

14th January 193s.

Dear Bottomley,
Thank you for your letter of the 9th instant
about the popsibilities of a Kenya Loan Conversion
Scheme. I was mueh interested to see the more exact
analysis of the holdings of the 57 and 6Z loans which
¥ou have obtaimed, But.I.do not think that I should be
inclined on the information now furnished to m
the estimate o?-. 20% response to a long term offer
which our ricqm Sonference accepted as reasonable.
On the contrary I think that you might have greéater
aifficulty in dislodging the small investor who is
BOPe Ooncerned with immediste yield, and that
Montly the larger percentage which 18 now shown
%0 Be held by this class of investor ought, ir
anything, to lead us to reduce our estimate of the
percentage of ;“c;./tun;ea likely to result.

As regards your last paragraph, what I had

Bottomley, K.CeMe3., CeBe, 0.B.B., in
Colonial Office.

£l
.



u mind was that in order to induce large holders to
convert, you would have to give them some assurance
that there would be a market for the new -toc't: and

that in order to fulfil this condition you vﬁnld probably
find yourself obliged to say that ur.nngmnu had been
mede to secure that holders of not less than £500,000

of the existing stock shall convert their holdings.

It mg perhaps be umum to m the necessary
assurance from u- Crown Agents: then the difficulty
would arise of nuu. buyers for tock which -1gln
ve offered by other persons vho had converted.

m. at this -gp it is porl‘p. unnecessary to go
1nto thuo details.

Yours uuouly ’

ORwared. .




MD 30

4, MILLBANK,
WESTMINSTER,
LONDON, 8.W. 1.

(VICTORIA 7730)

11th January 1935.
My dear Bottomley, )

Your letter of the 9th about Kenya Loan
Conversion.

When you asked us before the discussion of the "
14th of December for & note on the possibility of such
ouv:r.u- eperations, we prepared calculations to
illustrate the effect on present loan charges if the %
and 5% Stocks could be exchanged for new 3% stock on
certain terms which we assumed for the purpose of
caloulation. The terme assumed for exchange into & new
1946 stock were such as would have emabled us to support
the operation in respect of holdings of the existing loans
by other Colonial Wimds; but we esplained that this did
not apply to conversion into a longer stock (1960/70).

2. We understood at the discussion that conversion
into & 1946 stock would not be recommended to the Secretary
of State because of the obligation which it would place
upon Kenya to raise a large sum in that year whatever

8ir Cecil Bottomley, K.C.M.G., C.B., 0.B.E., fwewe

il



were the market conditions. There remained the ty

of an offer of conversion into a long stock. Ve did not
understand at the discussion that any estimate was arrived
at of the extent to which such an offer would be accepted.
Perhaps your 20% results from the fact that in our
calculations we had shown the effect of the conversion of
£1,000,000 out of £5,000,000 of each loan. But that was
merely because we had to take some figure for the purpose.
Again, our recollection is that nothing 'n. said at the
conference to indicate the extent to which the K'Wl Loans
were held by Insurance Companies and Investment Trusts.

3. My omm .ﬂn remains as it was before the
discussion, that it is impossible for any one to say with
confidence what response would be made to such an offer of
conversion into a long dated -tocka'?}“«‘thofo are no real
precedents and the results might be disappointing.

&. I should like to emphasize the fact that the
calculations which we furnished before the dlncuug\n
were put forward at your request merely as an illustration
of the effect of certain wpothﬂ‘tcn omnuo:n. Ir tho
Secretary of State decides that 'u voluntary conversion
operation is to be tried, there are other varieties of
such & scheme which might be considered in addition to

/that




that mch we outlined as an example. Moreover,

g are yet :thar courses which though open to various
e obJoctl‘. ought perhaps to be considered before it is
B decided to attempt any voluntary conversion operation

: which “‘lll .givlng something away as an attraction to
the stockholder. Thus, it would be possible to pass
the burden on to a later generation either by borrowing
new money in one way or another and using it to pay the
whole or part of the existing loan charges for a time, or
simply <w postponing sinking fund contributions during a

~ period.

5 - 5. ALl pé:nblo methods of escape from the

Government's obligations under the terms on which the

louu _were issued I\Il’ necessarily present objections and

“mmttoo, but a otuighttom”lu.nury convcx-uon -
- scheme on the lines ulmdy considered is not the anly
& possible one.
Yours sincerely,




Bank of Gngland

10th January 1935.

Dear Sir Ceeil Bottomley,

I thank you for your letter of
yesterday giving an anilydu of the principal holders
of the Kenya 5% and 6% Loans. I do notxbelieve that
the fact that nearly 50% is held by small investors
would be likely tq increase lho p:obabh rupouo of o
hélders to a.notror of voluhry conversion: Q..gg 5
contrary, as it is usually the 1741‘“ lro
appeals most to small holders, it ﬁ;ht be ht :
estimate of a 20 per cont. rupcnn u too optm a
I took the fpwta,tty of dise h. the matter -lth
the oovon-nt broker end he confirms this view.

Yours sinecerely,

Sir Ceeil Bottomley, K.C...G., C.B.
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You will remember that at

’ our discussion on the l4th m*%
DRAFT, -

about Kenya Loan Conversion it was o

1. A.P.NATERFIELD, ESQ., C.B.f, -
2, B.HOLLAND MARTIN, Bsq.% ' stated that the Crown Agents (to whom

C . M
3. P.M.BZECHIEL, ESQ., OB oL

e long term scheme would not appesl)

beld about £1,400,000 and £1,500;000 0f
- - ——
P the 5% and the 6% Loen r.-‘pooﬁvﬂ:‘;'%;

the rest of the Stock was tha’ to be

largely in the hends of Insurence
2w - . -
- Companies and Investment Trusts whose

response to & conversion offer was

ot

understanding it yae Gonjes
.

JorT

. & long term offer would n

more than & 20% totqrtuno;.

obtained
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- . :xgz; in ouu&-. ‘, 3 e '-‘ i G. Tombinson
_(8) by indi¥incs caym, etés., £519,000 £519,000 ::.u--.-
(8) by private trustoss = ML 1.039.@ 769,000 3 uu?;
: : Parly. US. of S.
3. HResidue, ; z,wz,qoo “ m Sy of St
4
£5,000,000 | £5,000,000 :
- I must donfess 9 some surprise

»
" &t the large proportion - nearly 50% « held

,
by the -Afl xnvutor;mc the Secretary eof

sBtate, who has seen the sbove figures, has

Suguired whethar the estinate of & 204

-
respones still holds good in the light of
S8 Bore sxact ssalysis of diwtribusien. ' g
i ’Axun( Slallerly o 1, Helland-Mertin end Ezechiel . -
~ : £, "terfield snd Esechisl .
3. Waterfiedd and Holland-Martin

shd shsll be gled of any view whigh you sre )

prapared to put forward.

2o (1) endy.

4 In your letter of tHM-48th of

5

Pecedier you .ouu to the impo
of “underwriting” & subetential pert o

wny M”nl.k, As we should oot

» 3
3. Y

-

» i
qui’&;lur as to the meaning of your

remark, P

ORversTUn ot.tu; ltepysle\dd be teken

to ascertein privately that holders of,|
say, £500,000 would definitely be
prepared to aeeespi it?

Yours sincerely,
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19th December 1934.

«m Dot tomley,
. Many thanks for your letter of llth December

% o % -llnin;thc anonymous counterblast to Grogan's article

-""-‘/“‘ in the.*Ties”. Grogan is a clever and mischievous

" ‘ionkey with & superficial knowledge of these monetary

) probldr. He is always a good target for anyone who
has the tng-lodso and who can give the time to making a
considered reply.  We in Kenya do not take him seriously
and 1 grestly regret that the "Times® has thought fit to
give him publicity. 1 wikh they could be persuaded to =
refrain from doing 80. A

His last article on Native Taxation which also

3 |
contains grossly inaccurate Yh%.nu on other matters |
]

it

-t

is likc&y to do harm here as'extracts therefrom have been-
published in the "Bast African Standard®. There is -

nothing 1 should like more than to reduce the general rate
of h: by 2/~ but this would mean a loss of about £100,000
B YORr. . innns
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@ .r"‘.‘ 24th Decesber, 1984
& year with a consequential reduction in essential servicgy ‘.'" “

In practice I always lower the rate - sometimes halving it -
for tribes who. are 'up\aaiimt $t", ' ‘On the other hand
tribes like the Kikuyu and the Kavirondo, .can'well afford to

pay even more than the current rate. ~It'is interesting to <

/1,.7’)«——/“5-’“‘/

The Seeretary of State had intended, before he
went to the country on Saturday, to write to you mere
U fully then he had done ebout the pessibility of comvertiss
collecting taxes from these two tribes, the, reasén put for- the two high imterest loans which liad been suggested in
: ward being that they are copying their Europem brethren who m'l byt i.t" article. He .ll very much rushed st the
‘d:mumumw\nuurmxu
. his behalf.
/ ! The Question is by no means new. It was comaidered
S gully 4n 1988 and 1% ses ihon fedt hat the terms of o

noto, however, that wWe are having thé groat.oet difficulty in

object not only to any increased taxation but even to the
| tazes which they themselves volunteered to pay whgn they wished

‘ to escape Income Tax,

. e | llncen vnunuv-r“-uu-nnw:: on
poeer i mw“”ncmrw\-m»m
- before that date. It was felt then, however, that that
B gL orrouay, YCJG..CB., 08,5, . “ might have $o be feced if the finascial pesition becems
chio u. FPICE, -
0“'0-0 2

We have had & full exaainetion of the posatdilities
in conjunction «ith the Crown Agents, ihe Ireasury and
" mudwl-o—n"uu.:nmw“
. think that I casnet do beite
brokers on the subject) and I

E, G L.MA., KB ooy Cols
e I a8

% P o
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xmmu:uxwmmucw
41 scusaing the SABLER frem Lieir owm péint of vies, but 1
6 8ot wieh o samplicnts things b sendiog you & tates
wmu&mwuummnuu.

aummuummsmcm.
“'Mumﬁhucmnhﬂmuu
t.-mmmuum“muu-m
mu-ul-uunun-tmumoom--.
Sad sxempt from incows tax. The terms whioh would Bbewt /"
owl—ulhuuot.muno-uuum
tluh-vcnmunummmuwro:h*
Mw.nommumum
the avoldance ( mu-)nsndw p
to par 4R 1944 or 1948 vould relatively wwish were )
“ith him 'h\-a—-g—.‘.‘ X

in : un--uu..-ouw

l-.h-.a-h—-a.-um%am n-x-’




socount because they say (and the Secretary Of State
entirely sgroes) that they would not be justihficd,
under ieir reguladdes policy, in leeking up sny
apprecisble amount of any colony's money ia & J.?A
runaing to 1960 or 1970,
¥e had an oral discussion of the problea «ith
the people I have mentiomed and the conclusiom wes
thet, quite apart fro. the extre burden on posterity,
sonversion by means of short term louns expiring in
1946 or 1948 was opea %0 the grave objection that
Shose loans wolld have to be rede med at & ficed date
08 compared with the ten years' margim of the present
high interest loans. Irf «fﬁ: that after u’ulul
i the m debt we hed to reberigs for redeaption
% m.w ot & high rate of tltor.ﬁ. our leat

9 1y i #8888 would be very much worse than our firste This

# : | welghs strongly with the Seeretayy of Jtate.

; ' As regards the alternstive of m s 188g
@a%e sonvefsion lesn new, Where 1s the A1ffieulty,
felt stirongly st tio meeting, thet very few people

\pll take advantage of it. Te should mics the

‘Orown Ageats’ partieipation (wilch is alwaye o very

. ussful lever o the ipetion of
Py ke others)
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pMbtisally eatirely, and 1t vae net sctieipated thet
© MR4 reflecn ot the Lest mors then 1/5%h of the loaas.

o fransat ol anges
m-mwmmuun“usnumnﬂm
Sad She poor responee would not, I beliéve, help Kenys's
oredit in any further berrowing.

Since the meeting I have written to the people who
'mmwmpmunqo:-unug
lmn-wumtu—om;oc.q,aoprun.
oonverted at the firet attempt, ¥e 0ou ¢ re-open the offer -
(prodably «ith sligntly different terme) o year leter and see
AF Shere ware oly fresh wolunteors. In this ey 1t sewdd ssen=’
48 If we might convert by degrees s substastiel asount of the
losns, I 4 mot attempt %0 define the arrangsments very
losely aad wy correspondents hawé perhape sosc difffeutty
ia gresplog the ides, but ‘Shey are, at all events, sgreed
Shat Lhere is mothing in 1%, becsuse the number of people
m“m“omwu’tdmmu
'mbmwﬁmdpo’h(mmunn“)
“ho Weuld wait for semething better. I do not think that
t‘-uqm.umuuuu.mu&auu.

e regards conversion by means of & guaraatesd loan
of loag term date, hmw'hl‘icltuunmutm

‘.mnu-mdmmumm -
(.




N

R Y " ¥

”ﬁn& Againet thet should be set She
lamediste objectish that it would necessitate goAng
'.:;‘tohﬂ"-tiw'mpqmmmmr point as
utum;ﬁ%unumwnm.

It is probeble thet the colomy would not command the
_N‘t-mmwu.muﬂou
h-.m-mnu”.mu‘u-:mmt.

n ZaK, every guarsateed losn (1tke the Imperial lo.ns
whiak Kengs hos reseived i3 iho past) ceirm,s condition
Shat She charges muet renk prior %o those of aay
.wmuﬂn‘n‘.“m‘“mmu
Ksnys borrowed later it would (oblige) them to offer =
“mumﬂuu‘.”um'w
(possibly &t & maech higher rete of interest) %o pay
for the guapsatest losn, That process of paying for
Kaays has been found very expensive in the past, but
uqmmwm,ﬁumﬁwo.
1a Wbe eaee of o guarsaiesd loas, the lean oun only

‘i “ﬂdoﬂ..muwmﬁn:--u.%}

-““““;:.“ now and it aight be .

found %o be impossible.

The
4L ] P R




The Seopbtary of Stute was fanolined on Saturday

8 ntax shet 1t might be possidle to aveld the priority
condition “ the uu of & conversion L, & guarantesd losa
Was mm withe n hes, se & matter of faet, been taksn

up by the office in connexion -ith guarunteed losns for

certain purposes (making good demage done by hurriosnes, eto.)

but so far without aay response from tshe Tresaury.

I think thet the information which I em sonding you
nust be Nﬂ"" as confidentieal, but, of gourse, it will be
svailable to your Goloniel Secretury e.d Treasurer. The
MMO‘M.‘“M"«O‘NIW“'\N Lo
mmm-.um-sunmumonu
pressure on the peint, oquuu" perhaps after Grogan's
Nl‘l“l’.ﬂ%o

On other points § may perhaps say, +ith regard %o wy )

of hn weok about the peseibility of applying to
”umnmmmmmnmu the

O rejiway, the mm‘%ao sonsiders 1t will Yo found

" prefersble thet 1t should teke the form of & distribusion of
| peekite b, Ksnye and Uganda beifg fres 6 use the momey either
‘“wmﬂhuw their produgers to meet

#ﬁv dl_?utlw-mutn.
< L1 el i ""”“:"‘2,".',..4
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Dear Waterfield,

‘ I enclose & "firet state” of & letter
which the Secretary of State seat to Sir Joha Saldeman
Allen, M.P, on Seturday. Some alterations were asde
before the letter was agtually senmt, but not on any
substantial particular.

The Joint Zast Africe. Board is & body
of cemmersisl and other people imterssted in Zast Afries
who meet together in order to form & joint view on Hast
Africen metters and, if necessary, to represent them to
the Secretary of State. Ue have poriodicel meetings with
them st whish the Parlismentary Under seeretary presides.

As you will gether, they have formed &
Committes which in due course «ill report to the Board
the lines om which we ought to deal with our Keays loen
nibl..ﬂ\hmt;qotwumlmmnw
pesition should mot be mede worse by imprecticeble
proposals coming from & body «uieh carries & good deal
of welght. .
You

A2, TAPERPIZID, BS.., C.B.
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" Youw will see that when Sir Joh:. Soademsn Allen

@alls on me I shill shew him the figures we have
mmunpup conclusions (which are
iadesd got out in the Seeretary of State's letter), but
uhwummﬁ_’uﬂu‘nuo‘uuu
the iSfermation to the Gommites, I shell de glad to
learn whether you see any objectien.

I may say that I have eutire conffdeme that
Sir John Sandeman Allen will, om the Secretary of
Statels letter, keep the Committes well in hand wnd
1 am et witHent bope that Be will diebasd it on the
_ground that the work has been dome already. But e
proesss will be veryjmueh easier if he
*nuu'nﬁm“u--.un
of the Committes.

~ 48
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'ol the + The Bank
one >f the big banks, and
e have got ai somprehensive and
’ M“t terss it would
‘nh-mb offer h,-.t vould be the promests of
m«-m M.“mubu “4n

. ,Olﬂl'vm-ll!l'-ﬂ‘ by sodePtd by o very
, ﬂmm\ ort one meturing
st J 5080 0050 Soesptes Wy

| \

s large “ hru nlnd fully for the velue
of the security nu.ctoowgzwu-hoMrmJld
mean & lar e incresse in the capital hdobudnu. It v&l

[




) -lw
bé very-sparent. to you Lo¥Pgerisus t.'p
to eommit ourselves to a larger increesed ce
felling due in 1946, shen wé can have no secus
rete et walea we- shoyld have to borrow st 1.7’ tine. nuy"n
a1l went 1..t‘.';do the best thing }(lﬁ. LenyaX(and Uganis) and
to get the most sutboritetiVe.agreed opinion on this. I taink
you ought to be fully inforsed ez to ell the infor-:ction and

ogvieo n"heve secured on thils subject, and I shell be very

gled o errenge that you 'shall be put im posseselon of 21l

thig if youkill gome and see Bottoaldy Subject to the
Tressury sgreeing, 1 think the semb: I5f your comalttee aught
to have ell tuis informstion in c)nfld;nco.

[ heve meationed Uganda a..uefztu you well koow,
yractically the waole of the 5 snd 6 per cent. losns, though
technicelly Leaye loens, sre in feot met ss 1o interest end
sinking fund out of the fellwey revenve, to whicn, of course,

the Uganda producer is & large cootributor.

-

-~
pear Sir Ceeil Bottomley,
| 43 Lr.Hollend-Martin -1 3 anti LLap
NO"/
" Chnristmas and 1 have therefore opened your letter of Lne 18¢h
instant addressed te him on the subject of Kenys Loans,

I am " quite cleay us tO what exactly is
intended by the new proposal pentiohed in your letuer, ould
the intention be to make &n ,sfer to helders for volunteary
conversion and to leave the ‘offer opo.llﬂo:". {tely subjeet %O
revision of terms from time to SAMEL L Or Wou.l ffer pen
in the first instance for pome ti." Semporery period, say tw

. ¥ k. e R A e
o L™ 32y v Mg ., &= . i
" CONFID iy & e L 8 " 713

 aisouss it with me Jered 1 obuld wee him efther on londay or

Bank n{ (‘fngxlmb

glst December 1934.

to three weeks, and further siftiay offers be made fror time
time &t later dates on r-vlud_ um.

Either plan, hovever, u-,'..- to she “ank to be
opsn to uri&un pbjection for reason® whien could de much more
easily explained in conversation than 1O sriting. Yould 1% bde

possible for jyou %o send IC-HON‘ poguainted with the sub jeot 49

{mmediately after the yoliday§ Whichever would be most cohvenient.

Perhaps you could telephene 3O me fNationsl ¢ néd let me know

whether this would be Possinle.

Yours sineerely,
24
Sir Cecil Hottomley, KoCdoGay CoB.




8ir Cecil Bottomley, K.C.M.G., C.B.,

-~ MILLBANK,
WESTMINSTER, ¥

) Wi LONDON,'S ‘
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. b & (vicToR1A 7750)
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In reply to your letter ot
to me $hat a decision whether 1t

‘the 18th of December

about Kenya loans, it nm
is worth while '.o .ke an offer of co
stock must be tn‘ivod at rlthout reference to the

nversion intoia long
poseibility

of supplementing that ofter by other offers later on. Ir it

pe decided to make such an offer, the question of making ¥

bther offers later on can pe considered in due course when the

result of the civg s knotn, If it be decided that ome

offer is not worth while for its own sake, then I do not think

that the posubility of making othersy dater would justify 1it.

The effect on market opinion of ona lahdwcgessiul
attempt, and still more of several unsuc scessful attenpth;

would certainly not pe favourable.. On the first occasion we

could, no doubt, manage enough conversion of holdimge in

other Colonial funds to emsure tha(.. the amount of new stock
/was

0.B.E.



ie In the hope of getting qven -
Bu the othéF hand, if the terms

jriod and a changed r.
thAn before, there . 3
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TREASURY CHAMBERS, ”
WHITHHALL, S.W.1.
Telaphone No.; Wagrsnaii 1234

L '
qunsBagh. Bo - 20AN, Decenber, 1934.
bl e
My dear Bott“".
Thahk you for ycmr letter of the 18th instant
about Kenya Loans. s
I am not sure that I have got your new guggestion
right. As & rule & conversion offer would only be kept
open for just so long as is necessary to give holders a
fair chance of scquainting themselves with the terms and
meking Wp their minds whether or not to accept.
Sbvicusly the terss of the offer wust be based upon market
conditions existing at the time when the offer is made:

and if you leave the offer open for any oouu;uhh -

period, there is a chance that the sarket may move 8o

/a8 to make the terms no longer suitable. If the m

t

is against holders the result would be ”_;

acoept your offer: if it is in faveus of

got plenty of scoeptances, but you wi

you 414 not take power in the original '

the offer soomer, so that you might mm*muu

offer censistent with the change in market conditions.
But

8ir Osoil BotSomley, E#CeMeGe, OeBes OeBeE-.,
Colonial Office.
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But your Wrﬁr must have been confined.
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to & definite period: otherwise, of course, you will find
that no one will come in: they will sit on the ton:o ea
long as possible to see which way the market moves, and
come in if it moves in their favour.

) There is, of course, no reason why you should not
make an_offer tomorrow to be open for, say, & fortnight
and them make a fresh offer, say, twelve months hence and
80 on. But I think you will find that you will get '
progressiyely less response on each muim. because
people will know the results of the previous offer and if
this is not particularly favourable, as we are assuming for
the purpose Bf the argument to be the case, holders will
see that they will not get a free market for theirnelding
in the conversion loan and will naturally therefore prefer

. to stay where they are.
Indeed although this is not & point which we

specially discussed at the conference, I think it is safe

to say that no conversion offer would stand a chance of

¢ (@ (@)
success unless it were underwritten for a substantial
‘emount, say gi.milliop &t 1ekiut., 8o as Yo ensufe &
sufficiently free market. ﬁht ir aughia stock were
being constantly added to Ey sub:tequcnt additions of
moderate amounts, 1t. ‘yoLt—xld dend to be ¢onstantly
depressed. C

Bo far 1 ha;e argued against a succession
of offers, each distinct from the other.

But I am rather inclined to think that what
you have in mind is an offer which is to be kept open
continuously, subject to automatic revision at fixed
intervals so as to allow for the approaching maturity
of the existing stocks: but subject to‘ modificatiany
without not;oo. if market conditions should change to
any substantial extent. If this is your idea I am
sure that it would not work since, as I have argued -
above, if a conversion offer is left open without any
fixed date, the tendency of holders would be to do
nothing and let their decision depend upon future
movepents in the market.

Yours sincerely,

(/{ﬁ/{tl—l\( 'lf L 1(




3 WHI'I”RHAIJ‘: S.wW.il.

18th December, 1934.

My dear Bottomley,
Kmu.;em
I promised to let you have a further note on
this in case the question of a guaranteed losn were
raised with a view to facilitating conversion.
I understand that hitherto the S8ecretary of
State has taken the view that any conversion operation
must depend on Kenya's own credit. On the figured
produced at the Conference I caleulate that the saving
during the next twelve years or so would bes:-—
(1) under the Crowm Agepts' long-term conversien
scheme, at the rate of na,'sbo per annum for every
£1 m. of stock converted, assuming the stock converted .
to be composed of 6% and 5% Loans in equal proportions:
(8) on the Bank of England figures, which are
worked out for the 6% stock only, the saving would be
approximately £15,600 per annum for every £1 m. of 6%
stock converted. o

Against

air Oeoil Bet
K.C.M.0., Oub., 0:B.5.,

Colonial Office.
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129, the helder of £100 of Shat would sxpect to
,..."....uzm........m--a,
Itn--‘-l‘mnnm-
uun-r-nq:u fund on the new losn
sppreximately £80,000, showing &
~~.h’u The holder
standing st 190 would demend £11
Stosk on wAieh B¢ intercst and

S

£46,600, cuﬂu of tu.(oq".orzn- TS ‘Uut‘o
Yy, Saving on £1 m. of stoék om propaosed of the
and 5% loans in equal mrﬁe— vould be £16,700
annus until 1946. : j s

I think you will sgree that mwum
Saving 1s not suffigient to outweigh the very wérious
Ojﬁum which ‘we should be bound to feel to a propossl
to “. ﬁo/mut of the U.K. Government for the con-
version of Colonial Government loans wholesale. For

-

of course the principle could not be expected to stop
&t Kenys; every other Colonisl Government with out-
/ standing loans bearing a high rate of interest which
‘&" now finds itself in budgetary difficulties owing to the
slump would expect to receive similar tpeatment.

;:’ Yours sincerely,
( 1”(]}1 (n,rr((/( ‘N
T v
}/,. od i 4T / e -
- . & € .
l & J L »e TS N € ”
PRSPPI S .
/" Lo /. ast : : —_— 4
J"‘(.A—ust-(bh)" ) 12, Ao ond P d s bt
Moctohs Heeemcove of T } y
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E. HOLLAND MARPIK, ES<.
locot |Gyl a~>

FURTHER ACTION.

&.G.,

2

b

{ o AL AThee
© opindon, but I thisk it would Be fadr
(RN (. o

_'miwn'-enqn"qn.mn

an conversion, with & fized date

f‘r redemption, would be, riaky and
4 )

that if there sere a dong term Lo 2

=4

:

conversion Lhere is nothing to ahew
%o- milily people sould ve willing to
take adventege of the converaion on |
shy terms ressomble fromthe poimt of
view ol t.e Government.

htmnmo-ul&

1n regard to long term conversiomng

o
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3 . - i
: ; éo
ich be wished meé to yxplope K2, X ‘. and I shall be glad to have your 111\9.
>~ Mr. =t
wPR L-é $ £y:4
further . We might make the" open i ‘. ” 3 :
: ¢ erssssabassenes
¢ ; 1 &" My. Parkinson
,ifer of a long term conversion
g * " _Sir G. Tomlinson A/l/j
with tetrms revisable from time * ~Sir ¢, Bottomiey
. > :
ks Sir . Shuckingih _f.‘a g
#to time (and, of course, becoming .- - by 7!‘/-" ﬂ"‘" ’
’ ermi > .
3 & 5
: it A . - 3 D"
Hebs sevourable as we spproach the Pariy US. o §. o for L 7
: 3 Secretary of State. i
saturity of the exieti. y lea. a
-
That 48 To say,w should 14 terms Dm__‘
o ¢ riginal ffer a éa. haw
Y opl = 8
ersion. year later or earller
if anything hepj to disturb the
- 5
rmal retes & in it here) we should o
revise the terms & see whether Lhere ; -
was any fresh v tee sonverasion,
_
and -
She J re
1\
ma - b
FURTHER ACTION. » N
spplice ol & : /‘fub»‘ . .
[ibidege | . LB e possd id
- s ra her
PEUBES. 1 ¥nLed s he meeting

and



DOWNING STREET .

TS Sin G Tombinson . #§December, 1934
“‘»)..wcz 'Yw
: o, vs.ds \ . »
Parly. US. as. ) =

Secretary n/‘SM-.

1. BRIGADIER-GENERAL ok G
_SIR JOSEPH BYRNB;G.0JG,,K.B.8.,C.B.

c
2. SIR mnm MILIOI, K.O.I.G.,I.BJ - O p 0"
. ., ‘ C
B 7 T L - She'®
0.0 O o e
; s . You havé %e doubtouen Qrogan('n
» -
: o g
> L ugefo in the '(?1-« or $ne Bue of
2 * Nownber and oy Jovter J078he ‘Mimes’ . .
o £ w.. 7 O .
of a few days earliers m i o R
k o
i ‘ s BV iy had” previously been cd‘im!ur!'tqv’noui' j
- - T . e -
! . poinke which Grogeu has in this %y .
. : : Y
: o3 4 5
AcT W uoum to's hesd, and, while I ‘W,
g P o AT y &~ o smy, R}
1 %, {ﬁ has no-intentian whatever of
ey b [ % -
. : ‘\ 2* - taking up the question of a devaluation
‘X §
.4 \‘. Y : A o) ) { \
4N ¢ il ,., um.mnpbmupwxuus
7 , &,‘{ ;" P k
L, R Muz’ of ‘some reNer qﬁ'tm high
o 1 4
interest loans which Kenys flosted in
“ ! 19281 4nd 1987 and he wishes slso to go
5 2 o o <l m....‘




importance at tlhe moment 1%
v ),

case of Kenya.

Apart from loan interest

there is the point that the rajlway

has been putting to renewsls amounts
far in excess of tie praa&ﬁll needs
of the moment, and that if things 5‘

on &8 &t present, the remewsls Pund
#ill be ewollen to an amount 'Eﬁ'

we could not justify to the users of
the ral lway. 7The present arrangements
have been laid down by agreement with
the Treasury, but we have every resson

to believe thet it would be possible to

yary them so &8 to make some part of
the amounts peid © Renewals aveilable
&

for other purposes

(Byrne) to ask you Lo
oo'ntor together in order to sée on what lines ¢
we Mu»pruruuhﬁmry hmto
choose between applying i oney, Iﬁi’ is

‘uln.r M to e reduction of rates with

.. view to stimulating wo-ﬁr{ﬁ‘&ts

distribution of profits between thl Oov-'

i

il

of Kenys and Uganda, tmoovmhnum’*
th the loans & -h!éﬂ“_

improvements have been made. In the latter

$

oase the diffiocult question would arise as

to the wopnx-wf dist rthuup.
4

The financisl positiom of the

.
Govermment of Ugande makes it reasonable to

- suppose that Ugands w prefer some relief

in retes whioh -g‘:u-az the growers of

agort comggdities, On the other hand, Kenye's

need for additional revenue is scute and it

. is for comsiderstionwmther s maximum of >
> A
‘ ‘x.x\,»? : ) uvuun (to the Government bf Kenys) would
1‘: ) ‘ %
SaS thvmomnundu

of m.. m&*ﬁm'- point of vlm*

- J
. M.




fuu pom.l"g"o for your joint

~ consideration.
' *.' Probebly the most dirficult poin_t,

is the basis. on which excessa profite, if

divided, should be apportioned between the

two Governments.

.
themselves: - -

-
(1) The proportions in which the

Governmnts are backing the loans

for railway snd harbour purposes,

il
and -

(2) The value to the reilway of the

iwo countries as customers.

;- We assume that only & Mittle

™ 1 work om the port of Rhodes's
o *}‘19
Wgtar? would be mecesedry in order to get

a figure undor{:,l but b.’u it stands
seems to need some qualifioation. There

t’hlarbou‘ for ofn thing; which .
' :
Ugsnds B Sueh s Kemys, out the

[T Sy 0% 179 %

IR

Two different bases Buggest

f‘ LoiTans

i’::‘t’ f 5

. \‘Wﬁ:};‘??r"f
loans for which re u«mﬂ)w
_ by Kenya. Also the line from the -

*ale . ) A
Malaba &or o Mbulamuti is clﬂo‘g ;
‘ [

Un Uganda, but the cost ig q;nn(ﬁ
- A S,
e o
by Kenys alone. That section.of *”‘ ’

line obvicusly represents a part ‘of
“ Ugsnde's contribution to the. trsrné
\"
and to a lurge extent possibly the same
+\ might be said of the intermediate
portion between Turbo and the Malabe
. BRiver.

l ‘% these questions will

| raj@¥ themeslves in your di:cussidn.
5 -

+ ‘I am writing hurriedly to
’
:%T' =
L gl ‘Jjnl the Air Mail g8 the 5. of 5. is
I 4
anxious thet po ‘1-:” be lost im
= -
Sur explorations, amd I shall nope to
hfl‘r.‘ gou snd Bourdillon (Byrne)
a8 800D as mdh-n had & ressomaple

il &r}’mw for going into the matter.

sRsaasr e R
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"Bank of Cnglagd.

17th Desember 193&

Dear Sir Ceecil Bottomley, % &

I incloae some figures which have been vorked out
showing the basis om which a holder of Kenym &% Stock .19_06-56
could be offered conversion into a 3% 30-year Stock me t\’.\ring in
1964. You will note that the price of the &% Stock has beem

and in the other at 123.471.

taken “ln ome case at 123.815/ This was worked out on differemt
‘dny'- at a gross price of 125 less about three months' accrued
interest. The price has since risen to 126+8 and .on"?ondm
adjustments should therefore be mede, which would increase the

-

amount of ‘new stock to be offered to holders. &

-
It must be remembered that these galoulations are

.0 © dche on a basis upen which the-holdeT would make n.nhcr.pront

Q

Jor 1088 on the transaction and that %o induce any large
proportion of holders to convert some additional attractiom must
- be offered: even then there seems no reason to belleve thet
noldeéws of a high yielding seourity maturing in 11} years* time
O would readily exchange into a 30-year security on she besis of
: the existing low yield.
oS o , Yours l;no‘rq;y,
| ‘ a ——

Tl
{' W@ir Cecil Rottemley, K.C.M.G., C.B.

A
3 N, -
. ’ T M- 4
L S TR l-

¢




Kenya 6% Stock 1946/56 stending et 123.815 (1.8.
less accrued interest). TERM to run approximate
11} years.

\ -] d
Gross Redemption Yield (allowing for tex at 4/-) £3:-:5%
Suggested offer of conversion into 3% Stock, 1964

30 years.

The likelihood or otherwise of existing holders
being attracted to accept gonversion depends almost entirely on
the view taken as to the rate of irmterest at which long-term money

could be invested in 19486. Thus, ellowing for an average ‘rate

8
of Sax of+4/-, a present holder has & yield from 1934 to 1946 of

A -
£8: ~:"5% and 1f he enticipates that he will {5 T946 be able o
obtain a yleld from 1946 to lg_“ of - . » -

(a) 5§% gross, 1t would be eguitable to offer him or the rew
stock & yleld of, from 1934 to-1964,. 23: 7: 6§ in which
esase he would make neither profit nor loss on the o
transaction. In order to give this yield, it would
be necessary to offer £132 of the new stock for each
2100 of jthe old ‘stock, which stends at 123.8158. o

- - .
&l m*’!t would be equitable to offéer him on the new
L] '8 yield of, from 1934 to 1964, 23: 9:11% in which
case make neither profit nor loss on the
transaction. In order to give this yield, it would
be necessary to offer £134.6 of the new stock for each
£100 of the old stock, which stands at 123.815%.




HM[,‘;C-‘.
' T, 1934.
“ Iy
1 (1.e. 1
~ TERM to runm cpyrgxl:ntcg];
_years.
e‘ 8/
Yield ( seee  £3:10: 2% ‘
‘ int st
| w ..”::.noa ock 1964.
™ ———— ‘,‘,“h.
. },
g .“mdtu-n*';mk
bas o uudnzuau-uu»%.m

‘t

.)o.u.u»\m-unutmf&to

table to offer him on the
to 1964, 23:12: 4%

088

glve yield it

9.1 of the new stook
, Which stands at

squitable to the new

from lm to 1964, y

. -'h:
offer

ola atoel,_‘ﬂioh s




of 1948/86
5% 1948/58
4% 1950

4% 1981/M
3% 1957/67

i

115%
1188
106%

£5;: 1i »
£3: 6:11

£5: 1: 4

£3:
23:
£3:
£3:
£23:

10: 1
7: 8
5: 4
9: 7
2: 8
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4 MILLBANK
WESTMINSTER
LONDON, 8.W. 1.

(VICTORIA 7730)

17th December, 1934.

Dear Freeston,

I enclose copies of a revised version of the
calculations which 'o_loft with you on rr.idqy.

Will you kindly substituté them and see that the
previous version is suppressed, since, owing to the haste
with which it had to be prepared, mﬁu were one or two
figures in it which required correction ? Even noy we must

ask that t.he calculations be treated as approximate. Af'ter
making such nrbn.'rn-y assumptions as, for example, the rate
of interest at which sinking fund oontrtbtucl.- will -oghu
over a long period and the rate at which loans could be raised
in 1946 and 1948, it seemed unnédessary to be precise in our
arithmetic.

There is also one mon-nc“nmnzon. In dur
previous statement we umo.d. merely in order to arrive at a
hypotheticald figure for the effeot on Kenys finances, the

conversion

L.B. 'ree'nog. Esq., 0.B.KE.,




W’cf u.heo,ooo each of the 5% and 6%
long ﬂ -mu in respect of the holdings of o
funds. But, as Esechiel stated at the m,. the
new long stocks ‘would not ‘be suitable for thouM‘-l
in nu revised statement we have not allowed rm- the
convenion of any appreciable no-t on m&.nnr.

Yours sincerely,

ot e
> . - -
L 2
-
~ t
P 8
e T
Y
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O
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- C
L8
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o R (" e € b ¢ «

(
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- .
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5 % { o 2 A .(( ¢
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4% was decided that an d'rn- of
d not be for the financial advantage .
Kenya Government (C.0. Letter 31.8.32. No.18186/32),

The Orown Agents understend that it is desi to
Consider the question again in the light of present conditie:
in order to nooruu whether a succesaful offer of

conversion could be made which would secure an immediate
reduction in the burden of Kenya's loan charges, even if it
involved an increase in the nominal amount of Kenya's m‘;g
debt, and an increase in the charges to be borne by
posterity greater than the saving in early years.

It is impossible to say what terms would be
sufficiently attractive to secure the voluntary cenversion
of the stock into a new a,o:k At a Lgwer

Q interest.
—r ‘The Crown Agents'-brokers have % ;m“‘
mn. of the banking and mm-u as
-u ad considering the




many of these holdings into & long 3% Stock (1960/70) could

&Y
be justified. It is impossidle to say whether offers on any
of the teras indicated Would attrast other stoekholders.

of a 3% Stock.

- —

130 (1946) | 138 (wo_}

122 (1948) | 126 (1960/70)

3 e
‘figures in the statement are in many ir ™
» bedng intended to give a gemeral illustrafion or

mopg“--nmu incidental




b ooy bid

2 bk 3 _,-q oy \‘.;t,_ - i‘_"‘
’ p@ as at 14th 129 'IThe present "o ] ;
sind “Dec.|,say quotation® of [ 126" 14
" . fictitdous, No stock has
n ,. been offered to the
A * v Orown Agents for a leng
; Lo T - . time .
g . t nx‘oii:nm :
g B ’:c...udmod interest] 127,55 = _
Grose effective yleld £3. 4, 4.
Flat yield £4,14, 2.

Less I/Tex @ 4/6d.4n&. &1.1, 2.

Nett effective yield
Jassuming inuence

of tax @ «in- £ ] £, 3: 2.
~ Vo ‘k - ad ﬂ ~
SCHEME A. e

Suppose & new Kenya 3% 8togk,1946, were offered on the basis of
& market price of 973 :
" Gross effective ;‘h!.d £, 4, 6,

~¥lat yield ‘ &8. 1. 5
o Bems sax @ 4/60. {0l 2-.13410.

g i -
‘Nett effective yield £.10, 8,
1t would then be necessary to ¢ffer =130 Japprox.T of
S . . o719, . .thé 3% 8tock for
s 100 o the 6% Stock

. < 2 g ~

Annual oharges on £100 - 6% @tock | Ammual cher ges on @130 - 3% Stock
o’ o «

Interest 26 A Int #3.18¢ =,
8.7. & $'%.provision st
1% Jon the tot&l capital
Pcbnuyl until S s
. 946 . &. 6. - |
= o ’
. v_ CO i 5- 4. ':
r, ¥ e & p i ===
A -
There would, \‘Ooto‘to. b 2 savidng ‘of & ,16,%: 18 anmual chir ges on
1/".". of the 6% Stock convertead, ‘ ¢

/v But on the ¢fher MAnd there would be & greater amount to prévide l‘

: 1?'“ Ito the extent of 430 on cuch £100 - 6% Btock




: mt ccmernion on
' ta thetr nande holdiu Kenya smnoq: N ‘
n all, excluding the amouft held in its o'n“’ ~
"* ‘“ilc fund]; end since there is an advantage in pett effect

yleld of seme 7 8hillings and 6 pence per cent it might be ar,

that a reasonavle mnber of* holders u..blo to i
coenvert,

ﬁm;mmg finance would be :-

{a] 1 od.odn Pund holdings [#1,500,000] alone
Oﬂmtod a= ¥

% ‘ ni.uoi’“ £7,000 p.a,
W .-.au: u-binw in
on &1 £390,000

ncome tax would

were thus

o

e . 3

3 £26,000 p.a.
“‘, 4 nm-d i <
- e - . ‘
z - - e -_‘ - "' . 4

=~f;., R ‘q in Mp‘ m.u t&., WEA5,000 p.a,

o -3 ~ e
- Si— tio capital 1946 : 0,000 =
son c tgg;- 7 | . -
% s sbove] 83,333 p.a.

.-

-

- The abeve calculstions assume that as sinking fund
sontributien of 1,3% will ve made for each £100
sofiverted o witch 1% will b paid to the sinking
M«mm‘ﬁpu‘g”nn of the new.
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Suppose a new Kenya 3% Stock, 1960/70, were offered on the beo.t

Gross effective yield

' 'Fot price .r.:?q

o =
S

&3« 5+ =,
2 - Flat yield -~ &3. 3. 4.
Less tax @ 4/6.1n & & .14, 3. : > .
Nett effective yield £2.10. 9.
It would then be necessary ;.o offer 2 - 135%{ the 3%
94. Stock for 100 of the

6% Stock.

(

Anmual charges on
£%00 - 6% Stock

Interest 26.
s.¥. £l
£7.4111 1946
S ——

i e
reborrewing necessar
in 1946 to make up 7
4‘““’ in 8.¥.
(estimated at 260 for

each £100)
Interest at, say, 4% on £60
&. 8. -.
8.F. to provide
for redemption 4n
4970 assuming
cugulation at
Pets) £1.12. 3.
84, ~. 3.
—— - -~

Annual charges on £135. -
3% Stock.

Interest (tfIl 1970) &£4. 1. =.

8.F. provision at the rate of
1% (on the tgtal capital
liability)-umtil 1946 :- &1. 7. =.

Total charges till 1946. &£5. 8. -,

»

8.¥.provision frem 1946 to 1940
to previde fox redemption of

£135 € ,the 3% Stock, allowilg for
£45 estimated to be available in
1946 from Sinking nagt'h.

245 s@Panlating st 3iF for

24 years = £33

S.F.provisiefi to produce £3<

(135-£103) in 24 years,

assuming accumulation at 3§%

Peae & . 17. 3e
Interest a® above £4: 1. =

Total charges from &4. 8. 3.
1946 till 1970.

Summary of annual charges.

it 6% stock gomverted in 1946
into a 4% stock 1970.

£7 t111 1946
@4, =, 3. frem 1946 t11) W7
.

If £100 6% stock conmverted to £135
3% stock, 1960/70, now

&5. 8. =. t111 1946
24.18. 3. frem 1946 till 1970

There/




There would be a slight advantage in gross effective yield,
but a long 3% stock would be much less attractive to the funds
in the hands of the Crown Agents than a 3% stock redeemable in
1946, and only a very small amount could be convertgd. on the
other hand the latger nominal-ameunt of the long 3i% stock; and
the extended currency, M be_mgore attraptive to t.m nulm

rnp ﬂ:oﬁ on Kenya finances, if, say £1,000,000 nro
conﬁl’t“. 'oul‘ be i~

Sav in charges until 1946 :- 216,000 p.a.

(81.12.4.% on £1,000,000)

‘guuu capital 1isbility in 1946:= uo/o.m 3.2

on £1,000,000)

AMditienal ah:gol from 1946
*111 1970:~ £9,000 p.a.
(&-.18.-.% on £1,000,000)




KENYA 5% STOCK 1948/1958

~

Nett effective yeld £2.6.9. Pog

.

Suppose a new Kenya 3% Stock 1948, were offered on the basi

of & market price of 97.

Gross effective yield £3.5.9.
Flat yield £3.1.10
Less tax @ 48/6d4 in the £ &-.13.11.
Nett effective yield £2.11.10
It would u-h)looou.ry to offer s 122 of the 3% stock

for 100 of the 5% stock.

Annual charges on £100 5% stock ;- Annual charges on £122 3% stock
Interest 25 Interest £3.13.2.
s». . 1 8.F.provision at
the rete of 1% -
£6 (on the total
- capital
lllllllg‘ -
until ¢ 1. ‘.i.
4177
e et

There would, therefore, be a saving of £1.2.5. in annual

charges on sach £100 of the 5% stock converted.

But on the other hand there would be a greater amount to provide by

reborrowing in 1948 (to the extent of £22 on each £100 5% stock

converted less the acoumulated amount of the additional S.F.provision
"Xat 24).

Sinee there would be no disadvaptage in groes effective yield the

Crown Agents might (subject to market conditions at the time) accept

Gonversion on behalf of the funds in their hands hold ing Kenya 5%

stock( say £1,400,000 excluding the amount held in its own sinking

fund ); and since there is an advantage in nett effective yield of

‘ h.“ﬁ“ 7 ae19.00 P

g
W

T

. ¥
Fair price (as at 14th Dec) say 120 "
Nett market price (allowing for 118

acerued u':.r.n)
8 effective yield £3.5+9+
Y e D

y
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five shillings per cent, it might be argued that some holders

o\

° Uliable to income tax would convert.
‘-/ The effect on Kenmya finances would be i-
‘(-) If Colonial fund holdings (say £1,400,000) alope were

thus env.x_t;d j- -
- Saving in ohl.rgo- until 1“ »
(£1.2.5% on £1,400,000 £15692 p.a. -z
ST SRR s

Additional charges after 1948
assuming new loan raised at 4%
th 5.7, @ £3% £17640 p 2
Sufficient to complete
redemption by 1 assuming
acoumulation at 3% p.a.)

"

(v) 1e, £1,000,000 were converted by
other holders, making £2,400,000

in all ;- £26900
Saving in charges until 1948 Pele

Additional capital liability
in 1948\ £432000

Additional charges after 1948
(assuming as above) £30240 p.a.




; W
Suppose a new Kenys 3% atock 1960/70 we're 0ffered on the basis of a
"market price of 94 {

Groes effective yield

R ,L”‘__,f
O 0L 11 mayiac ol SRR

by w Leor tax 8 W 14, 4, .
Nett effective yield £2.11. 6,
It would tuen be mecessary to offer 300 x 118 e 126 (approx.) the

3% stock for 9§ of
the 5% stock

o -
Amnmusl oharges on £100 5% stock Ampal charges on
- €126 3% stock
Interest £5 Interest &3415, 7o
(t11l 1970)
8.¥. £

S5.F.provision at
the rate of 1% (on the
& til1l 1948 total capital liability)
until 1948;- &1, 5. 2,

Amnual charges on reborrowing
necessary in 1948 to make up Total charges till 1948 &5. 0. 9,
deficieney in l.mgotmud

at for each £100)

Interest at, my, 4 on £080 S.F.provision from 1948 til1
£3. 4, 0, 1970 to provide for redeuPtion™
S.¥. to provide for of £126 of the stock,
redemption in 1970 allowing for estimmted
ng accumulation : to _be available in 1948 By

Pets) R B0, ffom sinking funds.
£24 sccusulating at 3%
£5.12.10, Tor 22 years = £51
8.F. vision to produce
£75 (£126 - #51) in 22 .
years, assumi
dccumulation at 3% p.a. £2, 5,105

Interest (ag above) £30154 72

Total charges from 1948 6. ‘1. 5,

till 1970 % A
l ‘ I L 4 -
If 5% converted in 1548 1f 8100 5% stock cenverted to &£125
into & 4% stook, 1970 3% stock 1960/70 nows-
& till 1948 £5,0,9. till 1948

#8512, 10, frem 1948 ti111 1970

86.1.5, from 1948 1411 1970

e i e Ry e e



There would still be no disedvantege in pross effective )u\;}d
but & long 3% stock would be much less effective tc' tue funds
in the hande of the Crown Agents tuan a 3% stock redeemabdle
in w and ‘only & very small amo.ut ¢ould ve couvert®d. unm
the other hand the larger nomimal amount of the long 3% iboc_k
“nd the extesded Surrency, might be more attractive to the
public.

The effect on Kenya finances if, eay, £1,000,000

Were converted, would uej-

in chayges wntil 19484 £9,625\ Deae )
».m» of £1,000,000)

capital liadility in 1948 £220,000
| on £1,000,000)

eharges from 1945 t11) £4,292 pea,
on £1,000,000) ’
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CONFIDENTIAL,

Dear Freeston,

Purther to my letter of

the 14th December “
|\ \ vill you please substitute the enclosed pages 6 and
7 for those attached to the co;‘:y‘of the Minutes
e in your possession and destroy the other two,
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Yours sincerely,
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— Commissioner,
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whiech a grant was made to the Amani Station, he was glad
that pution was. being continued, and sonsidered that in
interests of East Africa and the ire it was essential that
should be no preak in the eontinuity of the work of this
seareh Station. It was resolved to ralse this matter-at the next
onial Office Conference. -

r . Wigglesworth referred to the experiments with the

type of sisal, ve ensis, whish had & leaf containing tw
as -n.lz fibres o ner q y as compared with ve sisalana.
He said that if these experiments proved success {e¢d on &

commereial scale at the new low level station which it was proposed
te establish between Tanga and Muhesa, econsumption of sisal would be
greatly {nereased since this finer fibre eould be put to many new
uses .

2097. CLOVE INDUSTRY

At the invitation of the Chalrman, Mr. A.J.Findlay,
Directer of Agriculture of Zanszibar, said that Zansibar was insular
in every way and essentially different from the Bast African main-
land territories. He sald that Zansibar had twe industries, the

and Nadagasear, the last named being Zansibar's most {mportant
ﬂ‘it.. he production of cloves in Madagmscar was, however,
ted, and he 814 not think that Zansibar had any meed to fear

Mr. Pindlay said that Zansibar at ome time had been
extremely prosperous, perhaps too presperous, and then had fared

uhmz-n’nc-muunsummom came. He
believed Sansibar had now mn-ur.nﬂmsun
wuu—uuw. hwu-uoﬂatmum-
M.uuﬂ“deWu‘u‘mu
scheme of re-organisation for the stabilisation of the clove
infustry. l.’dlltlmunoolmuh. paid for Zansibar
through a high

nngufn-lofu dependent th
value of sleves uﬁl- ing . loluutn-ot-qmm:
anm..—n“ntm

an
QWML‘W and the faet that the industry was able
t-‘--un‘m was in & sound position. The
of Zansibar was determined to emsure the centimuance of
position, and had taken steps recently to assume virtual
uwm.umm way o safeguarding the
the industry -l‘m He said that the Clove
established some years &go, had now
n-ncbd.-mw..-nw*- legal
decree. w-.Wbyc-—ahx-nqxop‘
‘“‘f.x.om mmmm.m—n servant
sonditions. The objest was for the
o funetion quite spart from Government
on the lines of & big commercial eemcern, although 1t was of course
The Association advanced money to elove
crops Aepos ted, and 1t was propoaed that it should becoms

E
i_
;
i

i
|
|




-? -

that if the price of cloves
would ot need to fear the

said
in some guarters, 414 not wish to foree u

'l.-o the i.-g.tmo of maintaining s pos
ory to all concerned was fully realils

of the past indebtedness of producers to

no decisien had been reashed.

hmulob.mmﬂh‘

deposi
were allowed o their own crops, bw
the Associatien should grafually assume

Golonel Sandemsn Allen asked
were available the markets.

|

receive

i

of Zansibar,6 contrary te

In reply to Nr. Bull, Mr. Pindlay said

still under consideration by the Government of 4ans

had already -.tﬂ-l A amp
amples in the near futurs,
Y.

The Oouncil rese at 12.30 p.m.

o of pluol"" '

p the prige of oloves
{tion which would be
od.,

aistillation, He referred to the
for ‘eloves, but

eugenol from the distillation
ned a reasomable

remal
synthetie produst.
the views held

satis-

Indian moneylenders was

ibar and that

whether it had been found

lsory,

necessary to make membership of the Assocciation compulsory
members when

n-lnz.:dl that producers sutomatically became
thelir with the Assecistion. He said that pr

ého,
oducers

t that it wes intended that

full sontrol of the 1

ndustry.

ob ‘senled samples of
Ma jor Dale replied that he

. gamples from Zansibar and hoped to
and had notified the
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question. I

examination by theé Bank 0

results of an independent

dngland wnich Mr. Holland Martin undertook to let. 1

have.
(short term The outstanding point 1is the entire
conversion)

uncertainty of the amount which would be converted

under a voluntary scheme. It really does not took

as if we could be sure of much morc than the Crown

prepared to put in. Oon

Agents themselves will be

the assumption that the, only would convert and that

reborrowing would bé on the bvasis they indicate the

saving would be reduced 10 a patter of £87,000 a year
£111 1946 on the 6% loan and £15,692 a yead till

1948 on the 5% ldoan, as ngainst future »purﬁa“.o? .

£26,000 a yeap Lrom 1946 -~ 1970 and £17,640 a yeng-

from 1948 = 1970 respectively. : F

’J‘M““‘x‘re was a general feeling tnat L weaird
be_useless to—effer

a long teps losn S0P conversion

purposes, bul, a&s I mentioned on Thursddyy sir

Theodore Chambers had-expressed at the meeting of 2ne

Joint Rast Arpican Board a feeling in favour-of a

long term loan. Please see page O Of the CC nfidentia

minutés of the meeting which a re now below. At our

own meeting, it was felt that the private trustee

would be obliged to consider tne immediate yield

3 :
in interest rather than the advantages of & 1;3? wp

investment, and that the big company holders would

“

@ii“&' pa!

minutes

certainly prefer a short terms

In

*

A




is it. of cot‘x_ru."u

‘from the (o onial Dev

think that the C.D.A.C. could posstbly recommend
: - i

tnis. 'The alternative of;a loan from the

Preasury to-meet the differente in interest had
already been mggelted‘zo me, before we got these
minutes, by Mr. Fréeston. It would, however,
lsvolvc going to Psrliament, and that is to be

. avoided if possible.

a : In the course of our discussion,

Mr. Ezechiel ’ouud out that . the nlm under
any scneme -ould benefit the raunrud_not the

“Kenys taX-payer. 1 said that that was so0, and
that I nad.rﬂdol that you nad dn mind a scheme
by wnich some sgsistance mignt be given to the

the railwvay. L

tax-payer out or the pr
mentioned lillt; tat pnewals fund,
to waieh uw arawn, and I
- said that it was possible tnat we s have to
draw the gttention of the Treasury to the way in
wuien lc;nay was being piled up by the \
sithout any benefit to the tax-pay '
question of raliway renewals




! sir C.Bottomley | The attached cslculations
Mr.Waterfield -

(Treasury) 2 by the Crown Agents. They
Mr.Holland Martin {
(Bank of England)

Mr.Ezechiel for convertingg#ich.of the

glternatives ( a 'short'

high- y
Mr.Ransom [P : 2
Mr.Abbott . rate loans (£5,000,000 6j%,1946-56, and

(Crown Agents)
£5,000,000 5%, 1948-58).

Mr.Freeston
Mr.Grossmith. To convert £100 6% lLoan:-
Scheme A:- Issue of £130 3% stock, at 97§,
/ redeemable in 1946. -l
m-—mb 3% stock et 943,
rﬂf‘b}:’, in 1960-70.
To convert- £100 5% Loan:~-, .
- Scheme C:~ Issue of £122 35 sfock a8 97,
oo ‘redeemable in 1948. ,t ,
Scheme D:- o Issue of £125 3z stock™8t 94, B
- . _ Fedeemeble in 1960-70. ,
7 mm: the price of issue is célculated, in esch .« j
2 el.u. n 88 to ensure the same gross effective 3 31
m Ale existing stock at its current o "
< m hveat.ox‘. dike the Crown /gents,
not pay Income Tax).
(* soe 3.) 2. Effect on Kenya Finances of;ggm_;-_w;u e conversion
Scheme A N
Annual saving £90,000
till 1946 or /
1948.
Additional
capital to be
rved after

6 ('48) . 21,300,000
i

$2 @




inu-. to convert the ohh of this
new "short® 3% (Schemes A h ¢), sut¥pot
the *long® 3% (Schemes B & n).
L The rest of the stock is held mainly

Insurance Companies and Investments Trusts,
- whose r;-ptnu to a conversion offer is

extremely difficult to predict, It was

agreed, however, that lh.._ﬂl‘lrt t_hpt could be

hoped for under the "long" schemes would

be one-~fifth of the total.
4. The short schemes are admittedly more

attractive to the investor. But the
« Treasury and Bank of England representatives

% sgreed in urging that on general fimancial ™
prineiples it is imprudent to borrow 'nh;‘m
- when current retes are low. Moreover, the
“short® schemes caryy s fixed redemption date;
3 £4 _ this might well prove embarrasaing to the

Kenya Government, which could mot choose -~
- tm”*n_t to redeem.

- b, It was pointed out that the increase 1{
Kenya's total capital liability - a necessary

S
0

consequence of any conversion scheme ~ would
praisnty prejudice her chances of future

~ berrowing for "development®.

‘No objection was seen to a .“.oni-

: decided u make a ﬂnnm
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