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Shanghai dealers have since the beginning of the year been in the

tantalizing position of seeing a favorable China demand dissipated by certain

gconomic situations in America.

The Pacific Coast longshorements strike

following upon the heels of the tie-up in the American automotive industry

has left many dealers short of stock and in some instances in very embarrass-

ing positions.
cancellation of contracts by buyers owing to dealerst inability to make de-

Considerable loss has been entailed in some instances due to

liveries; in other instances good orders for new business have been lost.

Although general import lines have been in the doldrums, automotive

inquiries have been brisk, due %0 strenghening of silver currency in relation

+o United States dollar, thereby making it possible for the automotive buyer

to purchase at lower prices than have ruled for several years past; and

Northerr anﬁcantral China, and unless soon broken, the

8 er frm the loss of their crops. This

es of interior bus line sewices.
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and 1208 through the port of Shanghai, as against 1023 units during first
five months of 1933.

Motor truck imports show even greater advances, a

total of 1406 units, of which 1358 were from the United States of Amerieca,

end 1077 imported through Shanghai, compared with 60l units during the

same period last year. Imports of parts and accessories are slighﬂy below
last year.

Registrations of "brand new" vehicles in the Intermational

Sefttlement at Shanghai for the first six months of 1934 total 514 units

composed of 378 passenger cars and 136 trucks, compared with 415 units

during the same periocd last year comprising 324 passenger cars and 89 trucks.
Newly registered motor cars and trucks in Nanking during the

firat five months of the year total 209 units. No comparative figures are

available for the same period last year.
Sales have stood up‘ well though dealers have been handicapped

greatly by non-deliveries from America. Stocks of American models are

short, and unless the Pacific Coast longahorerhen' s strike is settled with-
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¥ype passenger cars. Only a slight market exists for medium-priced cars,

with high priced models limited t0 but occasional sales. Coupe type is

popular to some extent with private owner-drivers for eity purposes, but

because of the relative cheapness of labor costs, Chinese chauffeurs are

extensively used, and sedans are preferred for chauffeur-driven wvehicles.

Touring cars find practically no market at the present time. Slight
market exists for other speeial types to meet individual tastes.
American six-cylinder 4 door sedan passenger cars are selling
in the Shanghai market at prices lower than European 4 eylinder saloon
types can be purchased by dealers. The rise in silver exchange some
monthé ago, placed American cars again in the lead in this market. (2)
Radio-equipped passenger cars do not find a ready market owing
to the difficulty of importation. TFor some years now the National Govern-
ment has had an embargo on radios of all kinds, and same can be imported

- under .a special permit form known as a "Huchao", secured irom Nanking.

 importing radio-equipped passenger cars, must unbox such cars atb
is in Shanghai, remove the radio, and leave it in bond until

1 permit is received from Nanking. It sometimes

s three weeks or more to secure such permit. Dealers for the most

A

 trouble is involved in importing standard
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tocks are probably the lowest they have been within

the past two years. This is attributable to the cheaper price which

used cars are commanding in terms of loecal currency, and also to demand
fron such outport centers as Nank‘lng , Hangchow, Tsingtao etcetera. Small
dealers, especially in Nanking and Hangeéhow, have adopted recently the

practice of coming to the Shanghai market, purchasing real values in

used cars, and driving them away over the new highways connecting these

Motor truck imports consist entirely of truck chassis, owing

to local conditions which make the building of bodies thereupon muich

cheaper, as well as a differential in the import tariff schedule. Motor {

trucking services have been extending in such large industrial centers

as Shanghai, but for the most part have not been utilized in the interior

of China, except for military operations. A new trend in this respect,
has however, recently been observable in Chekiang Province where the
hichway administration is conduecting a cargo trucking service. Another
new departure is that of Shanghai trucking companies despatching cargo
from Shanghai to Hangehow over the new highway. Formerly this highway

had been used exclusively by bus and private motorists.

In Hunan Provinee where the provincial highway authorities

have been operating a special cargo trucking service with 3-ton American

|

_@ight 5-ton American trucks (3) are reported to have been

' ng 1934 against an order placed the latter part of 1935.

ier trucks in the interior is an entirely new feature in



The 550 American trucks (4) purchased by the Chinese Government

dauring March, arrived %n Shanghai about the middle of the present quarter.

One hundred and fifty  are reported to have been shipped to General Chiang
Kai-Shek's headquarters in Kiangsi Province, and another 25 units to Fukien

Province. The remainder are stored at Shanghai wharves.

MOTOR BUSSES:

This trade is chiefly confined to 1§ - 25 ton imported motor

truck chassis upon which bodies are built locally to meet individual require-
msntg. Heavier units are in use by the bus services in the Intermational
Settlement at Sme,hai , and :ln Hong Kong and Kowloon, but these are mainly

of British lManufacture. Chinese motor bus services until the past year have
mainly used 1% - 2 ton truck chassis, but a slight tendency has been noted
recently upon the part of provineial highway depariments to give considera-

tion to heavier trucks. For the mos?y part these have not exceeded 2% ton-

ners as t']ie low surface type of roads will not stand up under heavier

weights.
The City Govermment of Greater Shanghai inaugurated its new bus

' depot during June in the Nantao area of Shanghai. It has since

Anril successfully operated the new service in the Nantao area formerly

ted by private interests. Sixteen American 2-ton trucks (5) with

. fuel than in . rted gasoline, which at the present time is retail-
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Diesel engined truck chassis have been purchased to a considerable extent

within the past year by certain bus lines. It is reported that upwards
of 60 of these diesel-engined busses are operating in Central, Northern
and Southern China. In Shanghai, the British bus company controlling the
sole franehise for the International Settlement is operating 96 British

Diesel-engined busses out of a fleet of 164 vehicles, with plans under

way for converting their entire fleet.

Numerous experiments have been made in the interior in the
operation of charcoal operated trucks and busses. Charcoal operated
trucks have recently been noted on the streets of Shanghai.

The Bureau of Construction of the Hunan Provincial Government

has announced plans for the erecetion of an Alcohol Factory at Changsha
within the next three months, with a capitalization of Yuan $30,000. d
In this connection a motor truck with alecohol adapter will be built by

the mechanical expert of the Hunan Bureau of Construction, as an experi-

ment in utilizing alcohol fuel for pperating motor vehicles.

 The National Economic Council has recently appropriated Yuan

or research purposes for motor fuel substitued.

tinue to favor light type British models

market. Military and government

have been stagnant, while although inquiries from
ve been received, no particular buziness has been




reported as consummated. The trade is characterized aé being partimﬁw
Teatureless, if not dead at the present time.
A Shanghai garage furnishing a road petrol service to members of

the Automobile Club of China, placed two high powered American (6) motor-

cycles, with special side car service units, into operation during the
quarter. These units are being especially used for patrol service over

week ends on the Shanghai-Hangchow highway.
SERVICE AND GARAGE EQUIPLENT:

The introduction of such equipment into China has been carried
on by manufacturers®! representatives for a number of years past, with but

1little result for the amount of effort expended. Certain installations in

three of the large foreign garages, and in a few of the oil company service

stations in Shanghai have begun to bear fruit to the extent of consumer's

taking an interest in the possibilities of such equipment. Recently some

of the small Chinese garages have evinced an interest in small air pressure
lubr‘lca'bing outfitse. Perhaps the healthiest sign to have been noted has

been the inquiries from military authorities for such equipment. It

appears that some unknown stimulus for better conditioning and servicing

of military motor vehicles has occurred. A number of local dealers have

ed indent orders for American equipment. Distributors are loathe

owever, to stock anything in the way of service and garage equipment.
They feel that such equipment is too expensive and bulky, that there is
investment, and that the present

y very little profit on such
TR - Ty
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lubricating sets.

sale exists are avai;able. Automotive wrenches of various types and sizes

is mipped with an American (8) single swinging boom crane.

The Chekiang Highway Administration has plans'under way for

puilding four motor trucks equipped with cranes and supplies for road
service. The Inter-Provineirl Traffic Commission, has purchased a second
hand American 1% ton truck, which it expects to equip with crane, and put

into road service on the provi.nc ial highways. Both these governmental

authorities have recently been in the Shanghai market in an effort to

anes from stock, but without success. It is reported that the

7ill endeavor to have oranes built locally.

_only some 50,000 motor vehicles in tho whole of China,

s 01l buckets and small high pressure
Such articles as cranes, hoists, lifts, automatic greas-

ing guns, dollies, can not be purchased locally even at a premium as none

are stocked. Small stocks of automotive reamers for which a very limited

for wrecking and road service on the outside rodds. (7) This "Blitz" truck
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last year. The impetus given motor travel by the opening of new roads in
the Shanghai area may possibly create a slightly greater future demand for

accessories than has existed hetretofor.

Combination Ash Receivers and Cigar Lightersi emall business is done;
Chains, tire (sets): Limited to interior dememds from bus companies,

chains suitable for 135 ton trucks chiefly in demand.

Heaters: Nil , |

Horns: Electric and hang operated. Gonsiderable steady business.

Baggage Carriers: Nil
Auntomobile Jacks: Steady business;

Lamps: Illuminating and signal. Stop and tail combination lights have
a ready market, owing to the regulations which require that cars
mist be equipped with two tail lights, so that one may be over

both the license of the Foreign Concession, and of the Chinese

aresa.

Tire lLocks: Nil

Motor-h

Radiator Ornements: Very small business, one Chinese firm of retailers

eat Indications: Very small, Practically n.l.

makes a specialty of carrying these.
Shutters and Covers: Nil. No stocks of shutters are carried, in

Reaiator _




Windshield Visors Jing

Windshield Cleaners: Good sale for automatic air type wipers.

Air Cleaners: Practically no demand.

Dash Clocks:

Small demand but no volume of sales.

Radiator Cap and Heat Indicator Locks: Considerable demand for radiator and

gasoline tank locks, but not for heat indicators.
Horns: Guod demand.

Bumpers: WNot stocked. Absolutely no demand.

Iirrors: OSmall business done for replacements in passcnger cars.

Considerable business done in very cheap mirrors which are
installed upon trucks to meet local traffic regulations.

Stock Absorbers: Demand limited only to replasement parts. Very small

Tire Covers: (Fabric or metal) Nil.

th accessories and replace-

ormation is given to indicate the general
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largest automotive accessory dealers in Shanghai.
REPLACELENT PARTS:

M

Business during the quarter has been slow both from standpoint®
of interior purchases and Shanghai buyers. Imports into China of Parts
and Accessories during the first five months of 1934 decreased by Gold
Units 8,064. (Approximately U.S;:’,;‘.S,464.) campared with the same period
during 1933. Of the total importations guring 1934, the United States

supplied Gold Units 274,431 (U.S.$185,953.) and the port of Shanghal

accounted for Gold Units 229,388, of the total trade.
The following information is furnished as giving an indication

of the trend of demand for certain itemm, as the customs figures do not

separately classify these commodities:

Bearings, ball, roller, bronze: A considerable demand for these parts,

chiefly supplied by Germen, Swiss and Italian manufacturers. American

1ines are too high for local trade and can not meet European competition.

Belts for fams, s, etc.: Good demand chiefly supplied from U.S.A.

Ditto

Ditto

Ditto

;ed to Chevrolet and Ford types.

r for Chevrolet, Ford and Dodge

eork : Considerable volume of business.
siness for this market, but competition

aly, and 1 apan, severelyfelt by American




part is that for

Two or three local anufaectureprs are affording a certain amount

O competition being offered at °0% under American goods, but the sterling

Wwalities of Anericas PTOQUcts in this line continues. BRpStn daaky TE

Spark Plugs: Large demand, about 90% of trade in hands of American makes.
Start '

2, Lighting and Ignition Equi ament: Big demand for replacements in

this line, but stiff competition from Iuropean and Japanese makes.
Chassis Parts:

Axle Shafts: Good business, considerable stock carried.

Ball and Socket Joints: Small demand.

Brake Assemblies: No demand other than for parts thereof.




local products were

A noticeable departure in this

Ir'es
Pect has been the tendency in recent months of military authori-

i '
28 and hilghway officlals stipulating American imported springs

and leaves.

oteer A tus and Parts: Very small demand.

Drive Shafts: TFair demand.

Dash Instruments: (Armeters, gas and oil gauges) Fair demand

_'.l}_.’_t_e;_I_l_g_d_g ¢ Considerable demand but chiefly for old models Cheviolet

| End FOI'd tYpeB.
Transmission Gears & Pinions: Large demand.
Iransmission Lining: Demand entirely for Model "I'* Fords, for whiech

there is now only a wy few operating.

Tubing for Gasoline or 0il, flexible and copper: New model ears have

somewhat accelerated the demand for this iten.

dometers: Small demand.

Considerable demand.

Demand chiefly for replaéments on Chevrolet

ct, bodies for passenger cars are not

I
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Hindow Regulators: No demand.
Glass. Windshield and Window: Fair demend.

Iops and Bows: A1l made locally.

Top Materials: C(Considerable demand for imported fabries, chiefly from

U.S.A.

Curtain . Fasteners: (Considerable demand for American fasteners, though

local production now by two companies in Shanghal is offering

competition.

Floor Covering: Very little demand.

Military and highway authorities who have organized their service

operations on a systematic basis, usually submit specifications for their

requirements to Shanghai dealers quarterly. Many interior bus line services

are slow to realize the necessity of purchasing spare parts ahead of time.
Oone "classic story" has been prevalent in automotive circles recently of an
order for a fleet of British busses, where the bus company insisted upon

purchasing two extra truck chassis to be utilized for spare parts rather

han to place an order for individual spares. OSome Shanghai dealers appear

mewhat hesitant in stocking parts for 1934 models, preferring

indent basis as occasion demanded.

eck, based upon data from the Public

sipal Govermment total as follows:



Bedford

Buick
Chevrolet
Chrysler
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itroen
Commex
Continental
De Soto
Diamond T -
Dodge
Erskine
Essex
Yedersl
Fiat
Ford
G. Iﬁ! C (3
Graham-Paige
International
Morris

Nash
Oldamobile
Opel
Overland
Peugeot
Plymouth
Packard
Pontiac

Rugby

Reo
Studebaker
Stewart

Terraplane
Whippet
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"itThereas it has been the practice of this office to
issue Passes for duty-paid Motor cars, epabling these

Yo be re-shipped coastwise without further payment of
duty, it is noticed that motor car importers are land-
ing cars in a broken down condition, assembling them

subsequent to payment of duty. Seeing that in November
1952, the Govermment promulgated special bonding regu-
lations in comnection with the assembly of automobiles
in bond, the issue of passes for cars imported in an
“incamplete condition and subsequently assembled locally
is contrary to established practice. The privilege of
re-exporting cars coastwise free of duty can be given
only to such cars as are re-exported in the econdition
in which they arrive, that is to say, when they are
imported complete. Importers of course have the option
of assembling in bond (see Bonding Regulations or
"Customs Code of Procedure", pp. 56-59), but you are
hereby notified that .on and after July lst, 1954,
Customs passes will not be issued for motor cars unless
these are imported complete and that cars (of all kinds)
assembled locally after release from the Customs will

be subject to payment of interport duty if reshipped
coastwise."”

The ruling is predicted upon the policy that goods imported into
one China port can not be re-~exported to another China port futy free,

unless exported in the original packing, or change of packing done in bond.

The ruling will have no material effect upon passeﬁger ¢cars as these

vehicles have been imported as complete jobs. While the Customs circular

refers entirely to "motor cars" and nowhere mentions "motor trucks" one

importer of American trucks when endm;‘vor'.l.ng ¥0 clear a shipment found

that the ruling was to be econstrued to trueks after July lst. It has been

- interior points.

This method of impori-

- -

T FAs Heant a considerable saving in freight (estimated
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that there will be but two alternatives: (1) Assemble in bond, or (2)

import assembled trucks, as the market is too small To make it practical

to assemble in bond under the existing bonding fees and regulations.

Either of these alternatives will mean that in re-exporting motor truck

chassis from Shanghai to other China ports that these vehicles will be

obliged to stend an interport export duty of 75 per cent.

Another Customs notification (No. 1363) which has somewhat

disturbed some automotive importers is the following:

"The public is hereby notified that, in accordance
with Covernment instructions, the following rulings
will in future govern the re~export of foreign
goods:

(1) Foreign goods for which satisfactory proof of
import has been produced will be treated as
retaining their duty-free re-export privilege
for a period of ten years from the date of
their original impartation, but thereafter
they will be treated as native goods and will
pay export duty when shipped abroad and inter-
port duty when moved coastwise.

(2) The same duty treatment, irrespective of the
time factor, will be accorded to foreign goods
in regard to which particulars of importation
are not traceable, and so long as the Customs

are satisfied with the explanation advanced

regarding the non-traeeability of the parti-
culars of importation.

satisfaction ai s oo be readily establish-
a dut; ee Te-uport within the ten years?! .
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ibutors are bringing in parts in large volume in order to

is a serious handicap. It is



naturally umCtical t0o issue at time dAuty is paid a separa.t b—paag
covering each indivigual spare part that is imported. This would mean,

Tfor CXample, that if a distributor imported a case containing one hundred

Pistons

they would have to have one mnéred sub-passes issued ecovering

these Pistons, so that later if they wished to ship them to another port
in China that they could produce the passes as evidence of payment of duty,
or they would have to apply for one sub-pass showing total quantity, and

would have to check off against this total any subsequent shipments to

other ports., This would mean that a tremendous amount of detail work would

be involved, and it would not be practicable as some distributors impor?d

thousands of different items of spare parts and the number of sub-passes
would be multiplied accordingly.

Bepresentations have been made to the Customs authorities by

Shanghai asutomotive interests in the hopes of securing a modification of

both these rulings.

The City Govermment of Greater Shanghai which controls the Chinese

area has segured the sanction of the Legislative Yuan of the National Govern-

ment vo float a Yuan $3,500,000 loan for reconstruction purposes. This loan
is expected to be floated at 98 bearing 7% interest and be redeemed within

twelve years' time. The income derived from the licence tax on motor cars

sTucks, motor cyeles and bieyecles is to be earmarked by the City Govern=
_the sinking _fund of the loan. Of the total proceeds, Yuan %1,000,000.

nstruction of a Stadium and Swimming Pool; Yuan §{500,000.

. . _
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Council, the governing body of the International Settlement ol Shanghai,

auring 1933, totalleq Taels 729,030 (U.S.§$340,214.) representing by Iar

' ' ] ributed
the largest of any fees next %0 privately owned rickshaws which con®

Taels 282,544 in license fees into

Average Number

't:ar 'V'Bhicle Jicense Tees nn.‘.l..‘.Lau-hu by Uvhc

the municipal coffers.

Vehicles Issued per 1icensing Term:

cars and Trucks Cycles

1924
1925
1926
1927
1928

- 1929
1930
1931
1952
1933

Motor vehicle registrations at the end of December 31, 1933, totalled:

Private Cars
Public Cars
Trade Cars
Freight Vehicles
Cycles

Ommibuses
Charabancs
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3452
4010
4792
5328
5649
6472
68906
7539
8073
8450

733
747
815
717

1932

5720
989
60
1797
1074
240




CONFIDENTIAL FOOT NOTES AND REFERINCES

U.Se.Ay, added 20 new Ford

(1) Ford Hire Service, Federal IncC.

V - 8tg to its fleet.




