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NOTE: The material included in this report was prepnared as 'jf"
a__general introduction to our Annual Re;)ort on econémi: : {V'}“‘*
finencial, and trade conditions in-19s8, Since the @i;itﬂr* .
and political aspects of the present upheaval in China‘t@;“j

SO directly upon trade activities and outlook, it would ;;;@

impoOssible to present an intelligible treatment without st
least reviewing the significant events in these categories
88 necessary background. The materizl herein had been
roughly drafted prior to receipt of the Bureau's instruction
by radio to the effect that the annnusl report, unless al-
ready completed as an exhaustive study, might be submitted
within the compass of five to fifteen pages. Rather than

scrap the material already prepared, it is submitted in
this fopm &3 8 special report.

"in‘li'l:itagy Developments): At the end of 1907 the Japanese military
campailon had succeeded in driving the Chinese regular forees out ol the
Shénghai-Nanking region. The port of Tsingtao was Occupled by Japanese
Naval forces early in 1948. The Japanese land forces then prenare:
move southward from points in Shantung, as well as northward from Pukow,
toward Hsuchow, junction of the Lung-Hai and Tientsin-Pukow Railways.
Stoutly de'fended under a gradually recovering Chinese morale, Hsuchow
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did not fall until May after exceedingly costly effort by and meny
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backs to the inveding forces. The campalgn Was then pursued WeSIW
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along the Ling-Hai Reilway toward Chengchow, junction of the Peij
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Henkow and Lung-Hail Railways, but this sector was literall)
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shifted to the Yangtsze Valley, the Japanese 10l Y
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Nenking elong the river, penetrating the






