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In a recent conversation at Chungking with Dr., P. W, Tsou, Chairman
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of the Foreign Trade Commission of the Chungking Government, he informed me
that the contract of the Universal Trading Corporation with the Export-

Import Bank in Washington calls for the deliveries of tung oil as follows:

1939 - 25,000 tons ™
1940 « 35,000 tons o,

1941 - 40,000 tons
1942 - 40,000 tons
1943 - 60,000 tons

TOTAL -200,000 tons
Dr. Tsou stated that up to the middle of July of this ycar, 14,000
tons had already been shipped, 1,000 tons wcre 1in storage in Hong Kong,
and 18,000 tons wcre in the posscssion of the Commission here in China.

It is estimated that at the ond of the year the Commission will have in
hand a»proximatcly 18,000 tons ol tung oil made up as follows:

leing tons
Now en routc to Chungking - 10,295
gt Vianbaien ~- 421 tons

at Iping - 279 tons
A1l SZECHWAN PROVINCE-
En routc from Kwangsi to Hong

14,995 voms
Tong~ 3,000 th§

TOTAL - 17,995 tonS

' S statcs c as follows:
The monthly movements of tung oil, Dr. Tsou states, ar

e R S T P AT ——
bt e e ERE e s i e e i s . i . . e Rk SR il - Lt i
*

PSP 0 OO W N1 %
ot S ol B el s ke “A‘*‘ Lo

gzcechwan Province
Kwangei Province

Hunan Provinco
TOTAL = 5,500 tons
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Somc Of the t‘mg oil

v _ 3zaehm goes dovm to Kumning for transportation over the railway to
Zmiphong and some £oCcs by trucks through Kwangsi Province to Haiphong,

21 The Hunan oil also gocs down through Kwangsi to Haiphong. Some of the

: _o-_il from Kwangsi Provincc goes down the West River to Hong Kong. In fact
| b

-_it appcars ‘that practically all of thc oil is shipped first to Hong Kong

VROl ST

and then transshipped from there to the United States. Transportation is
a commanding factor in the prescnt pricc situation. There is a very heavy
leakage both in transportation and in handling at Haiphong.

? Onc of thc important p:;obloms in thc shipment of the oil is the se-
curing of sufficicent containers. Gasolinc drums and tins are used most
extensively, although somc of the o0il is carricd overland in bamboo baskois.

In conversation with Mr, W. W. Wong, Dircctor of the Kwangsi Provincial
Transportation Commission, he informed mc that Kwangsi's annual production

of tung oil aggrcgates HK$40 million in valuc. The price paid for tung oil

in Kwangsi Provincc on July 1 was HK$50 per picul, (1 picul is cquivalent
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to 133-1/3 1lbs.), which amountcd to 5 cents U. S. Currency per lb., figw

méz as equivalent to yuan 100. The price before the Sino-Japanese war
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was HK$20 per picul, which at the then oxisting rate of cxchange was like-

wise equivalent to about 5 conts U. S, currency per lb., Th

above arc those paid to thc farmers, as tung oil was solling in Hong Kong

on ,Tuly 1 at HK380 per picul.
In rogard to tho production of tung oil in Kwangsi Province,
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statcs that it is incroasing vory substantially. Land is very choap. Im

ofton givon large tracts of

fact, according to his statoment, farmors are




namly @ short-lived variety .

. ich best if planteg where
“ gcet the morning sun and that there ape two varieties of tung trees

vihich lives but 10 J€ars and a long-lived

variety which can still produce at 50 years, The ideal planting is to

~alternate the long-lived ang short-lived trees approximately 25 feet apart

and after about 10 years the short-lived trees will die, making room for

the larger long-lived trees which, when mature, require more spacé, -- i.e,

o0 feet betwecen trees. The short-lived variety, according to his statement,

shows leaves with round tips and begins bearing in four years, whereas the
long-lived trees start bearing in six years. The farmers seem to fertilize
only for the first few years and find that land that is in proximity to
limestonc formations as better adapted for growing tung trees than any other.
Peanuts arec used as a cover crop, so Mr. Wong states.

It may be worth whilec for our tung oil intcrests in America to arrange
to send a properly qualificd man to Kwangsi Provincce to sccure information
which could be helpful in sprcading the devclopment of the industry in
certzin of our southern statcs,

& 939
74 Encloscd is a copy of 2 rcport on tung oil for the first half of 193%

as compiled by A. G. Botclho & Co., tung oil oxporters, Hong Kong.
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- until it was estimated that the Universal Trading Corp. held stocks in New

~~Lﬁ%55579&ratatted with furthe vy shi
e | - r heavy shipments of tung oi
| nese Government concerns Fu Hua and China Vegetable 0il Corp;ytghzmerica

k;;jpfﬁbrkamnunting to over 12,000 tons.

'For the second quarter the machi

e T | _ inery set up by the Chinese Govern

- pa cantrol the tung 0il trade became so effective that merchants adogizgnt
‘mnst.disintarested attitude towards the tung o0il market in general ;

Although small quantities of contrab: i1 5
. : and tung oil imported into Ho >
by smugglers were available, Chinese Government dummy concerns readilynicgon,

‘quired these supplies at prices over the foreign markets which action further

confused local exporters.

It thereforg pecame apparent that the tung oil business had assumed a
manipulated condition which rested solely in the actions of the Chinese
Government.

Factory and warehouse stocks in America at the beginning of the year
amounted to 30,000 tons and the first quarter saw an increass in consumption
of from 10,395 tons in 1938 to 12,858 tons 1in 1939, — roughly 25%. Figures
for the second quarter are not yet available, but it 1is reasonable to a;suzle _,i.\
that a further increase in consumption over the first quarter has taken
place, as with the coming of spring there 1s usually an improvement in the
paint and varnish industry, the largest users of tung oile.

Although stocks held by the Universal Trading Corp. hung as a cloud
over the market, their refusal to sell spot o0il in America, caused a shortags
of free tung oil amongst the trade, and with an increasc in consumption,
manufacturers began to draw for supplies upol importers, who in turn could
not secure replacement from the Orient, all frce oil being readily acgquired

by Chinesc Government concerns in Hong Kong.

From a low point in February of HK$58.00 per picul or 13-3(4 cents ‘
Hong Kong currency per lb., the market advanced continously untnll at the end
of June it had reached HK$90.00 por picul or 20-1/2 cents Hong Kong fuiu ney
per 1b, Exporters were active up to March when it be;amle ap?arant that Q
market was being manipulated both ways and importers in America WeIe not

following the advanco in accordance with ipstructions from CORSURMAISe

e Universal Trading Corp. a _ | |
and sold small quantitias of spot tung 0.

However, in May it appenrs th 1
1b., but thoy 3id not care to seld

atrast the rapid advenco in price
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at around 17 coents Hong. Kong curroncy por g gt
) t consumor roquiromonts, with tho result thas A . h
Hong Kong QUIrrontye

enough oil to meac : |
rapid advenco took place to 20 conta
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ia{rﬁting the American importe
5 arporter. P I entirely just as they have done with

| If‘we are to judge by the actual
arrivals into Hong Kong of t

| fur the first 5 months therc is no justification for any asssmmtiogn%hoil
.mpfrtago does exist as tho following figures show:- : ek

1938 1939
S Jan. TR 90 pals. or 5,212 tons RHyULE DelR. OF  3.270 %
e ;de. Sagu)y " " daay " 5 W i 3’652 ogs
Pl March 00,699 " 2.979 * 48,925 " " 3’251 "
Apr. 40’563 1" " 2’704 " 83’349 it " 5.556 "
May 915764: ] i BLllT 7 57,768 " " 3:851 "

Geasvel pelis. or 21,579 tons 293,858 pels. or 19,590 tons

;:   (taken from the official figures Imports & Exports Dept. Statistical Branch)
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§ources of supply for the sbove tung oil continued to be Wenchow
Pakhoil and Haiphong, but as we go to press the Japanese have declared,their
intention of closing Wenchow which has been a good source of supply for
Chekiang tung oil.

- This action on the part of the Japanese will reduce arrivals by about
1,700 tons monthly but the shortage can be partially offset through improved
facilities in Haiphong or opening up the Burma route and now naturally, any
improvement in arrivals, will have to be the worx of the Chinese Government
since merchants are no longer interested in the foreign markcets as they arec
compelled to dispose of their stocks to collecting agencies in the cxterior
points vosted in China Vegctablc 0il Corp. and Fu Hua.

We understand a new tank storagec is being crected in Haiphong by he
Chinese Government and improved facilities have been promised by the Franch
suthorities so that a heavier movement from that direction may be expectaed

for the second half of this year.

Shipments from Hong Kong for the first half of the year 1939 totalled
22,828 tons of 2,000 lbs. divided as follows:-

To America To Europa
Jan, 2,150 tons 1,305 tons
Feb. 3,890 z;v :
March 3.9 " ’ “51 :
wr. 4'162 " : :“_\:t'\ :
May 5,258 " : ,...:.1:.? .
June 2,150 " D7t
| o] 33§ tons

lZ;iﬁg.t”“B g




Ll L oot ey, i o9 i = £ :
E0 R L el S 1 ey SN A e e T e R W N St At cE il cad B, W S PR E hr e b g e
Lgalae g e et B T e R TR SRR Il o R R T e sl ot )

A 5 -, Aoy . A . vl R R s e B R St 2 et p s :
» . SRR WL il T T e A A R i S A B 2 e O st i s BELA o v 3
g AT i | i lrien el b S S N e oo i B O VT e i e | T e N RIS e &
e J (L ot U R e ik e Dlg St Ll e i S SR L . E o Tal Sl R et
‘t s, Tt SR AR i—."'.'!{ i < o o th 3 & 3 el i a0 i Lgrdl v Nl
% s i Tt S W1y

of the ab"ove shipments by Fu Hua and China Vegetable O0il Corpe. YO America
totalled 10,195 tons and to Europe 1,700 tons.

Price range lst. half year 19309:-

EXPORT PRICE IN HK$ PER PICUL F.O0.B. LIGHTER.

Jan. Feb. March April May June

$61.00 60,00 @ 458,00  $65LOD $70,00 $90.00
IMPORT PRICE IN U.S. CENTS PiR LB. EX TANK NEW YORK.

Jan. Feb. March April May June

14 14-1/2 13.85 14-3/4 1680 20

RATE FOR US$ SIGHT LETTER OF CREDIT ON NEW YORK.

Jan, Feb. March April May June

29-5/16 29-3/16 29 -3/16 28-5/8 29-1/8 29-1/4





