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Uhina Menthly Trade Report April 15, 1939

GENERAL RESUKE

In the Chiness cuntrolled aresas the industridl couperatives program,
designed to pruduce cunsunsr goods for war time sclf sufficicnecy, is pro-
grossing and modeorn industrivs sot up in Szuchwan with machinery moved from
Hankow ere getting into productiun., Work on the Yunnen-Burma and Yunnan-
Szechwan railways and on important new highways is proceeding. Pack-animal
and hand cart transportation is coming into greater use as war emergency
measyre to supplement increased motor truck transport. A commercial air
service from Chungking to Soviet Russim began liarch 24. The Chinese Govern-
ment began world wide broadcasting March 15.  Inter-city telephone services
have been expanded. Two new yuan 600 million loans are announced to" help
finance a yuan 2.8 billion 1939 budget. The Chinesc controlled arsas sup-
plied more than 40% of China's total exporte in February.’

In Manchuria, the coneervation of available forsign exchange for im-
ports of heavy industrial equipment and wer materials generally continucs to
restrict severcly imvorts of other categories from countrics other than Japar.,
The Manchurian suthorities have roeruited over half a million out of & con=
tomplated 900,000 Chinesc laborers from North China for 1939, are enlisting
the sorvices of 2,300 tochnicians from Japan, and expset among numcrous ob-
joctivos to supply 700 thousand tons of iron and stecl to Japan this yoar.
The Manchurian budget has boon nearly trobl.d to carry out the war indus-
trics developmental schems. Japancse investors have put more than yen 1
billion into Mamchuris in the past throe Ycars. ;

In North China the Japanese suthoritizs plan to rush the cotten produc-
tion program by making cotton Planting cdompulsory and prohibiting the plant-
ing of cereels, ﬁ,bg_:&i}’_ ; on Manchuria te supply the lattor to North China,
out it remains to be seen whether thessd objectives may succood in light of
tactics in the guerrilla centrollsd regions designed to defeat such aims.

' ' ﬁdrtm fnr non=Japancsc ships worc mads availe-
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REGIONAL TRADE CONDITIONS

Trade Conditions in Manchuria during March, 1939
(Digested from reports of Charles S. Millet, Vice
Consul at Harbin; Wm. H. Langdon, Consul at
Mukden; and William T. Turner, Consul at Dairen)

Agriculture and Crops: The wheat situation in Manchuria is acute;.stucks
of wheat and wheat flour expected to be exhausted by May. ' The authorities
are exhorting farmers to increase wheat planting. 8Strung soy bean market
in North Manchuris will probably be offset by & larger carry over from last
year. Mitsui reports perilla seed contracts for first six months of 1939
totalling 5,000 tons, being gréater than benner year 1335, The Manchuria
Livestock Company has been entrusted with all business related to livestock
and animal by-products. On January'l2 the Government fixed prices of lumber
for 1939 and on Fébruary 14 announced that 140 million cubic feet of timber
would be needed in 1939, (75% more than felled in 1938), deficiency to be
imported from Japan,

Transportation and Communications: Sixty-six kilometers of new rail-
wey lines have been opened to traffic since January. Freight traffic on
Manchurian railroads broke all records in 1938, rising to 47 million metric
tons as compared with 38 million in 1937. Yon 18 million is provided in
the 13933 budget for improvemsnt of airports. A tri-weckly passenger air
service commenced during February between Hsinking and Peking; a bi-weelkly
service opened over the 410 kilometer route confiecting Heinking with Chosen
border points. The South Manchuria Railway Company's bus system on March 31
covared 14,176 kilometers. Thea current budget providas Yen 290,000 for sur-
veying in 1539 a 7 meter wide highway betwesn Dairen and Harbin. Commencing
April 1 the Manchurie Telegraph and Telephone Company planan expenditure of
S0 million yen on an extensive expansion program,

Industry and Construction: The Labor Control Law, effective February
20, requires the registration of all laborers in 43 tredos and the formation
of labor control agreements among employers. The official Tatung Kungsau
recruiting agency announced on Januaery 28 that 502,000 coolies had bsan ra-
cruited from North China, while on January 14 the Government stated that it
planned to bring in 900,000 cooliss into Manchurin in 1539; of whieh 670,000
sts th '
Five Year Plan be subordinated to Japan's industrial PTOgram, ac:;rg?g:n:jaz
.statement of Director Hoshinc of the General Arfsirs Board of the State
Council upon his recent return from Japan. It is agreed that tha
pig iron, coal, chemical fertilizer, sodu and light metals indust
centered in Menchuria, and further that there shall pe transferred to Man-
churia plants in Japan which are idle or suffering loss bascouse of raw
materiol restrictions and war-time aconomy, including transfur of Japan's
surplus fire-generated electricity plant. Jepen has undertaken to supply
2,300 technicions to Manchuris in 1939, The Manchuria Coal Liquefaction
Company's first plant (10,000 metric tons liguid fuel. annual capacity)
ceme into full tims production in March. The Manchuria Petrole, Comp any
during 1938 showed a net profit of Yen 2.5 million, and pnid n 7% divideng
O February 16 the law of tho Mukden Arsenal Compeny, Ltd., was rewsro o Pd"
raising the capital from Yen 4.6 million to Yen 25 million, to inereagg
munitions output for the Jepenese Army and Nevy on the Continant, The
pientac Development Company has contracted with Japaneso engineering fiyme
for the ersction of an iron smelter. A report from Tokyo states that in the
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REGIONAL TRADE COMDITIONS (CONT'D)

Trade Conditions in Manchuria (Cont'd):
year ended Mareh 51, 1939, an estimaved 600,000 metric tons of pig iron a&nd
100,000 tons of E&ml-manufacturad iron will have been imported from the Showa
Stesl Works in Manchuria ihto Japan, as compared with 100,000 tons of pig inn
3 ‘and 210,000 tons of the half finishad guods the ysar bufura. Two 700 ton fur-
: . naces already in operatiun ars to be augménted by two additicnal oncs to be
~put in blast in March. The Manchuria Light lictals Compeny has completed its
"main plant at' Fushun and selected a site at Antung for the ervetion of a sacond
aluminum plant by the end of 1940. Equipment orders have been placed with
Gormen, British and Amsrican suppliers. MNukdon now has o total of 191 up-to-
date powor factories of which 45 are metal industries, 34 chemieal, 33 ma-
chinery end tool meking, and 68 foodstuffs, brawery, nitrogen, lumber ond
miscellaneous manufactures; all 100% Jepanese-owned and controlled. The
Government aims at predueing Yen 25 million of gold this year, two and a half
times the production of 1938. In 1939, the S.M.R. and Government plan 1o
build 2,500 homes for their Mukden employees. The current Government budget
provides Yen B million for the development of Hulutao and harbor.
Financa and ]34!!::111:1::15I Exchange Control: The Manchurian budget balances
at Yen 1, 692 million as compared with Yenm 672 million last year. To meet
he ﬂﬁficit in revenue to cover these heavy outlays the budget contemplates
pans to the extent of Yen 397 million. On February 9 the Law of Bonds for
investment in enterprises was revised authorizing the Government to incur ob-
i iga'l;icm,a up to one billion Yen for investment in enterprises. The Mnchurisn
"airs Board of the Japanese Cabinet announced on February 8 that Yen 1,035
}- 1lion of Japarese money had been invested in Manchuria in the years 1936-
ssa. mostly in the puruhasa of state company bonds and shares. Government
obligations incurred during February totalled Yer 55 million. Postal Savings
;.. na;i.:l:s &n Dhuani:ui' o1, 1938 totalled Yén 51.5 million. Life insurance in
ptal. uy, 1’& 54.4 millj.nn. The Ewantung Government gazetted new tax
¢ : *ﬂ1 1, increasing taxation on excess profits, corporation
st on bonds and debentures, former untaxed consumer com=
that have at any time been imrorted from foreign
nnﬂ introducing various other texes. The Kwantung
i 1aa hh?ﬂ tightened up moasures to prohibit export
'_'n o :lad by export exchange bills productive of
T At the end of February, 1939, deposits in
: tnry were Yen 242 million, 1uana Yen 294
wi‘t-h February, 1938.
.-‘-"' from "third" countriss (excluding Germany and
‘have besceme more difficult as foreign
eause of dull exports to gold bloe countries
eonserved by the Government for imports of
Imﬁ:rtu of 5 million bags of foreign flour
5{ huﬂrad in North Manchuria as a result of
1eat crop. Flour deelers are petitioning
san "jn:.- bag import duty on flour. Stable ex-
-j_: ts and high local prices. A Finance
by ﬁg&lﬁ requires.the establishment of asso-
t or export of designated articlos undor tho
t aders in hog skins, raw hides, tannin, =nd
- ,'l,n their raupadtiva control associations,
ompati Figures rolcased by the Covernment
ab1 _u. n give the gross trade os Imports: Yon
11,6 ldst year; Exports: YE?IED—E

J,n!t year. The increese in imports was
'. - -

" 5 e




' ade Report
April 15, 1939 China Monthly TT

REGIONAL TRADE CONDITIONS (CONT'D)

Trade Oonditions in North China during March, 19353
at Tientsin and Richard M. Service, Vice Consul at
Tsingtao, and from other sources. ) :

Agriculture and Crops: Orders prohibiting tne growing of tall crops
such ms keoliang and millet, which afford cover to Chinese guerrilla iroops,
have been re-issued along the Japanese controlled railways. The planting of
cotton in areas under Japsnese domination is to be compulsory, while farmers
will be simultaneocusly prohibited from planting cereals which are expected
to be supplied from Memnchuria. However, negotiations for a barter exchange
of North Chine eotton for Manchurian cereals have thus far failed. Hence,
foodstuffs are being ordered from Shansi to relieve the present Peking short-
age. A total of 180,000 acres of cotton is to be planted in Hopei Province
in 1933. Selected seed is being distributed in North China by Japanese in-
terests. In Eastern Shantung alone they expect to distribute some 4 million
pounds to Chinese farmers. Thus, Japanese cotton. interests through en ag-
gressive promotion program hope immediately to accomplish their objective to
develop North China as a highly important sovurce of supply of raw eotton for
Japan, Latest reports indicate that through a 9=ysar program, the Jepanase
plan to increase the annual production of raw cotton in North China from the
present 1.28 million bales (500 lbs.) to 2,67 million balss.

Transportation and Communications: The Sino-Japanesse Chung Hua Aviation
Company commsnced a daily Peking-Dairen passenger servies on March 1, en-
abling passengers to reach Tokyo from Tientsin in a day. On March 14, the
same company inaugurated a Peking-Shanghai service via Tientsin, Tsinan,
Hsuchow snd Nanking, with 4 trips weekly each way. A twice-weekly service
from Peking to Tatung via Kalgan was alsuv started March 15. No progress
has been made to link telephones in the British and French Councessions at
Tientsin with the facilities of the "North China Telaphuns Administration™.
It is planned that uniform freight and passenger rates on all North China
railways will become aspplicable after April 1. .

On March 25 the inner harbor at Tsingtao was partially opened to fareign
flag shipping. Two berths for general cargo and one berth for the discharge
of oil products, were placed at the disposal of forsign shipping firms.
These berths are not provided with sheds hence cargo must be piled on the

wharf with only tarpaulin protection. It is Jjudged that at least 5 or §

wharves are naﬂﬂssa:g effiﬂiantl{ to handle coastwise and ocean shipping. ;
Because of these inadequate facilities, foreign shipping companies s il% con-
: tinun:tn use the off-shore anchorage. Use of the "Dangerous Goods" berth is
L) limited to products which the Japanese military have particularly classified

as rous, and tankers may not unload lubricating oil, wax, ¢
IR i subpaioe’ theves . Theve is 1ibble improremend in DA o

shortage of freight cars on the Tsingtao=-Tsinan railway.

p!udéggdunt and Building Construction: A large British concern at Tientain
ng Irozen egg products se exchange for 200,000 t
ear operations, 1n§iunting that it Eluna %ﬁguparata na%gallyﬂtﬁggeﬁﬁggggﬁnt
lespite ge control. Cotton mills in the Tientsin area have g ly
8 operations due to Japanese military requirements and shipmen Qrtu
of raw materials. Press reports state thag the yuan 1 million Peihai
sum Co. (Sino-Jepanese) is to be established during April., A '
orporation" to include 85 Chinese and 11 JTapanese match Tactories i
.:;m.gp formed in Tientsin to monopolize sales and fix prices, jluuai
ction is forecast at 1.5 million cases of which Chinese factories will
crmitted to produce 60%. A Sino-Japanese North China Salt Co. capita
_at yuan 30 ﬂill%gg (% paid-up), has been established to contpol gha 43
glu and Shantung salt fields. A salt refinery.end warehousos costi
000 are reported completed e% Changlu, o

Apri
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REGIONAL TRADE CONDITIONS (CONT'D)

Ay i

Trade Conditions in Central Chine during March, 1339
(Digested from report of Vice Consul Franklin Huwly at Hankow)

: Agrieulturc and Crops: Crop plantings suffered somewhsat from unfavor-
ible weather; spring wheat, barley and beans were most 2ffacted. Planted
areas for all crops are considerably less than in previous yezars in the
rovinces of Hupeh, Hunen, Honen and Kisngsi, this being particularly true
In regions accessible to Jepanese troops. Japenese army requisitions of
oduce, conditions near Japanese garrisons, the practicc by which cevalry
ses are allowed to fead in rice and grain fislds, do not encourage a mES
undsant rural life. ]
Transportation and Commnications: Except for Japmnese goods, which now
Joy distribution in appruxi_mutaiy rﬂﬂﬂ Japanese-operated retail stores in
g Wuhan area, the Yangtsze and Han Rivers remcined elosad to commereial and
ssenger traffic. Railways in Japenese c:::ntrr::lled territory continued to be
ilized for militzry purposss only.
Im:luatg: The almost complete inactivity whieh has nhﬂrantarlzad
nkow's industriel life since its occupativn by Jepanese troops continued
ughout March, the only notable exception being & British-ownzd cigarette
tory which continues to operate € days per weck, with an output of about
million cigarettes per day. Large portions of ths city are still without,
with only partizl, electrieal and water facilities dus to lack of coal
r power productions The Taysh ironm mines cre expectsd to rasume operation
April or Mey. These mines zre located 15 miles inland from Shihhweiyao
0 miles sast of Henkow) on the Yangtsze. The reilwsy to the mines was
stroyed prior to the occupstion of the ares by Jopanese forces, but has
‘been racmatruﬂtad' ':I.nclud‘l.ng the mssembly of 2 locomotives frum the parts
& ur:l.gj.nﬂllr ﬂﬁnﬂg Mﬂitiunal locomotives are expected to be shipped

i J'upan. yr

Inauti‘rit:.r in industr;r and in all but retail sales
fo 1 " necial end banking operations. Despite Japanese
_¢ t!hinas-n banks located in the PFrench Concession of
nkow were m .."" Jlu.. Chinese national currency continued in ecir-
._ﬁun but was at par n. . army Yen notes. The latter are used for all
ayments made t '.f' e military and naval forves for export goods,
T mliuu "i?‘*“" ned fe .'* h&l use, for labor ena for army and navy payrollcs.
es imposed by nese sponsored government continue to be paid in
hinese cu: '-"'.';..- The iese military scrip is issucd ut the official
an 1.25 equels }I-“Wu but only on & cne-wsyr basis whereby no
ned for Yen. This system cnsbles Japanese benks
- ﬁ}tﬂﬂlﬂtiﬂn and mend them to Shrnghai where
for exchange &t & premium of from 124 to 144
Hmlnm
; Il'mnoun. tlieré hz: buen no commercial ac-
H.n.n, of the Wuhan area by armed forces in
i cargo has sovad oither in or out of the
&8s to the quantity of Japancse freight
s military supplies snd does not pass through
ety :‘r mppm-mada buu:‘u are in evidenee in
“L.-ﬂ

i 1-1' #Iz,i
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~EGTCONAL TRADE CONDITIONS (CONT'D)

:L_. Trade Conditions in North China (Cont'd): : L:‘E*i
s At Tsingtao, reconstruction of cotton mills eontinued. Thzre has bseen
o another three months ext-nsion, to May 31, of duty exemption om imported re-
¥ econstruction materials. The "Shentung Coal Production and Salus Asscciation™ OREL
s is to be reorganizcd so as to control the entire industry in the Tsingtao and ihe
Northern Shantung areas. Coal prices during the winter ranged from yuan :Eﬂ:

23.00, obtainable by Japanzse and a few foreigners, to yuan 48.00 per ton. =t

Most non=-Japansse had to pay the latter figure. ‘4 o +ili
Finance and 3anking: "Federal Reserve Bank" authorities at Tientsin an-

nounced that for the time being exports not on the "eontrulled® list (inclu- ot
ding furs, sausage casing, bristles, ete.) can oe freely exported at "open cont
market" exchange ratzs, but that eventually it is the.intention of the

"Brovisivnal™ regime to put all North China exports un a cuntrolled basise. for

Exporters of ecarpets, ruis, egg products and strawbraid, were generally given poLan

until July 11 to ship merchendise sold but unshipped prior to Narch 3-for i pogs

which exchange had been settled by that datej exporters of other "controllsd™ qus

articles were given until April 11 to ship carpo for which exchange was 1t

settled. On March 2, the "Federal Reserve 2ank" anncounced that it would sell

exchange to cover "preferred" imports at approximately the same rate and to by ¢

the exact value of export bills negotiated through it at the "official" ratss  20°U

but that import exchange would only be made available after sxport bills wers g2LY

collected. Temporarily the Bank asgroed to permit exporters of "econtrolled" for

articles to "link™ their exchange to "preferred" imports, the importers com= oy

Pensating exporters for exchange losses incurred by buying merchandise at o

"open market" prices and shipping at "official rates". The most important Sjrd
. “preferred" imports are: rice, whzat flour, irom, stesl, tin ingots, mae= bare
: chinery, machine tools, motor trucks, petroleum producis, railwuy materials, | bt
; paper, rubber, certain dyes and chemicals. Imports of othar commodities must Prﬁt
! be financed on the "open exchanze" market. Thus far, non-Japanece foreign S b

; banks ha¥o not cooperated in the exchange control’ scheme. At the closa of § . Y
March, Chinese national currency in Tsingtac was at a premium of about 2% : Py
over "Federal Reserve Bank" currency, signifying the frnilure of th= ok
"Provisional™ government to force through ‘o practical ends its decrec an- e

nouncing the invalidation of national currsncy aftor March 10, 1939, Fur-= 1§ i

thering its endeavors to strengthen circulation of its hnnknu;:a the

"Federal Rescrve Dank"™ announced that subsidiory local banks wili b ‘ pcop
blished in North China. : " TR :g k
nw

) Foreign Trade: - Demand for imnort exchange continuc ;
W-fjm%ﬁt_?lour shipments from Australia, Iﬂ;&gt-d heavy, especially Rodu

stocks on hand and orders placed .during the pst 6 wask =8 sstimaie flour with
. ¥ L g E ':-H ':-a ™ l
4 to 6 monthe supply. Littls now business was donc in H‘Gmtrquihlaut b torii

as orters encountsrsd difficulties in "linking" t 0llcd™ exports for -
: Fur and hoi o or
P wgiﬂgigﬂﬁpg:;irﬂtﬁgﬂf:ad activa intureEt -:l.f:t.; Eh]'xﬁregﬁmli tﬂhiﬂpg:'gf;. rre |
¥, - e & Nezge orti L 4
was not obtainable on individu.l carpast §§§E£§r§r§§‘ﬁ "controll.d", Exchange Jopa

g : iy y |
- Orders on hand but unfillod’ on Lerch 11 were between &;’éggﬁg ing Uﬂlﬂﬂ,ﬂﬂﬂﬁ
¢ ¥

e

'? Focire Tians onsulato Goneral has warnsd importers in the Unigos opoo? Polol * mont
' on receipt of umagﬂiﬁrﬁagfﬂuﬁfgﬁrﬁlﬁ%“m‘mditiéﬂ"cn settle aiiﬁéiéa“ mand,
~ to this market to a fully securcd a:nhn ed Stutes ‘uxpurters o restrict sal® ¢
- . ange bosis, T ; N ha 1
. wqgi:nhﬁ"iﬁnﬂ imu{t_l*.ha Tastricted to urt;nlu&taﬁ:ﬁﬁ.hg ét o N ket <
AW would not g@ﬂ?’fﬂ?ﬂ?ﬁ“ﬁcﬁ daily uss, and thet tn, "ng.:?-gl Resort i
 other commodities, 6] OOVOr under the "link" gystem fop

e
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e REGIONAL TRADE COWDITIONS (CONT'D)

Trade Conditions in East Central China (including Shen ! March, 1939
Prepared in the office of the american Commercial Attache, Shanghai)

General: Ninety thousand destitute Chinese refugees &are still being

; ﬂﬂrﬂd”?EE-Tﬁlcamps in Shanghei. The relisf proolem has been complicated by
the addition of 6,500 Jewish refugees from Germany and Austria, with several
thousand more expected in the near future., Department store sales in Shenghei
in the March quarter were 75% above the totals for the comparable pericd of
1976 and 63% mbove the first quarter of 1937 (ective period prior to hos-
tilities), an indication of the presence in Shanghai of hundreds of thousands
of well to do refugees. The cost of living for all categories of society
continued to rise. Rents.in some cases have besn raised 75%. .

riculture and Cropa: Weather has been favorable but ihe outlook is

for a smaller winter wheat crop in East Central China dus to smaller acreage
planted. In %he. region South of the lower Yangtsze cotton planting is ex-
pected to be normal, but north of the river it is oxpsctid to be curtailed
due to unssttled conditions, puvor ruturn on last year's crop, and to ox<
horbitant transportation costs and lovics.

Transportation and Cummunications: Reilways in the region are oporatcd
by the Japancse authoritice mainly for military purpuscs, using, a limitcd
smount of rolling stoek brought from Japen and Menchuria. -4 daily.express
sorvice -is ﬂPﬂmtuﬁ botwoen Shanghai and Nenking, six hours béing requiroed
for the trip. : % forcignors is exescdingly restricted and permittod
only on milita 18508+ "*Ii:‘hﬂpt for access to tho fow ports near the mouth
of the Yangt:zu "fﬂraign eraft rr-::m Shanghai, the Yangtszo

16 ol 'apancso shipping, but a fairly aetive trado
. +tas aa far as Hankow is apparcnt though un-
« Tho fall of Nancheng, capital of Kiengsi
a%-ﬂﬂﬁnkiang-Kiangai Reilwny ot thnt point
‘hichwoy=-rail traffic-bctween Contral China and
o g!tnting deviation of traffic to highway
i ¢e on the prrt of the Jupanese naval
_ ih:l.eh. formed the link for o fairly
1 ﬂriur Chine vic the Chekisng ports hns
domestic trade importunt to Shanghni.
Hgﬂutmn of rn estimated four million
‘. eontrolled arord of Shanghai scrves
h!l.gﬁ lovels and ‘to stimulnte tha con-
nell faetory units, warchouses, cte.
"{h Hﬂ‘in; wheat nnd tobaeeco, togathor
rileblec *M‘pplina from the necessible in-
ly he imports of thosc itoms nccossary
s *mluﬂaa- 8ilk filrturos in Shonghni
ly of cocoons Which 2rc munopolizoad by

foroign exchange rate for thoe yuan in tho
mtring the month duc to the cstablish-
tobilization Fund, but abnormal de-

g oxports and the drain causcd by
Chinn eurrency in tho Shanghai mnare
M thﬂu(h retis far the immedicte
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RECIONAL TRADE COMDITIONS (CONT'D)

Developments in the Chinese cﬂnt‘rblle-d m:-aaﬁﬂ shanghai, from
(Prepared in the office of the American Commercial Aztaﬁ n’{:,. Brown, Kunming,
various svurces including a report of Vice Consul Stephe

Yunnan, )

Agriculture and Crops: The Nativnal Gevernment hasiruligczg:;nzﬁfggg
Plications for import of 1.2 millton hectolitres of fore E: domestic sumplis
the food deficiency in Kwangtung Province, maintaining tha idn exohavia M
should be moved from producing areas to avoid drgin b ﬁ that experi-
sources. The National Agrieultural Research Bureau announce (A Teciibe
ments have been successful in growing flue cufed leaf tﬁhacﬂnnl Eweichow
Province, plants reaching 5' height with leaf i 1 g 18
farmers are being trained in methods of curing. ;

ceeding. The indications are that work on the trans-Kwangsi railway from

ling stock is reported to have been ordered for the French Ind?—chlna-Man
railway but it is not expected that the congestion will be relieved for same
time. At Haiphong congestion of China-bound cargo is so heavy that the
French authorities there have prohibited vessels from discharging thera for
the time being. The disruption of the Chekiang-Kiangsi Railway as a result
of the fall of Nanechang hamp:ors through transportation from Hunan, Kwangsi
and northern Ewangtung Province by the rail-highway route to the Chekiang
ports, and thus adverscly affgets the ceonomy of thc Chincsc controllod
arcass. Tho unoccupied scetions of the rail linc continus to function, and
highway scrvicos form & connceting loop south of the Japanasg occupiad soe=
tion. It is roported that hundreds of hand carts ars buing used in Chokiang
Provinee to transport goods botwoon the rail torminal a% Kinhwa and the
coastal ports. The port of Ningpo is now closcd, luaving only Wanchow opuLl.
. Highway bridgus on tho Chongtu-Sian road (1,000 kilomotors) in Northe
gl wost China have boen strongthencd to take a load of 7 tuns, 4 direct
Chungking-Tachicnlu highway (500 miles) is undor constructiun, to bs finished
Firah R N ¥
:_#?5 end of ths year. Pack animal caravans in additiun to motor trucks
3 in extensive use betwsen Szechwan Frovinecs and the rail hoad at

Kunming, Yunnen. -
~© * On March 24 the Eurasia Aviation Corporation (gingy Gor
: z _ ~Gurman d
: a'! ngar-mail sir scrvice betwecn Chungking and Hamj i;_siniiizzu{ggi':fa
- tanec e 18 kilomsters - time 2 days) to connoct with sorvices to Moscow
and Western Europe. The Chungking-Rangoon S0rvico of the Ching Nationnl
tion Corporation, owing to technienl difi‘iﬂultics,

reted though trial flights continuo to bo auccnasru:&; ;ﬁ;ﬂrﬂt boan in
B buosd Govorumat broadeasting station at chl;;ngi::ing bagan

wide brondensting on March 15, Inter-cit :
o8 botwoon Chungking-Chongtu~Kwoiynng -nq Humgnglszriagp;mﬁlgphmmn

neo ond Curreney: Chincsc Govornmant

- in 1937 totalled yurn 2,1 billion, in 19
ntod for %:i i: mm; fr.E! billion, 7¢° he curpant

: , 88 of rovonu. car!

d in mid=-April, viz: tho liﬁngfmﬁgﬁggﬁﬁ Egau. two 1anna3wg:nﬂm-
mod ovor 25 yuors cnding in 1966, intorogt 'Eﬁ‘
of now notioncl cntorpriscs ip the Southwest | n:g““md on

i D < ' 81t surtnax

Transportetion and Communications: Tunneling operations D? the projee-
ted Yunnan-Burma Railwny and eartih work on the Yunnan-Szechwan line are pro.

Eweilin to the Fremch Indo-China border has been suspended. Additional rol-

!
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REGIONAL TRADE CONDITIONS (CONT'D)

Developments in the Chinsse Controllad Areas (Cont'd):

revenues, and the 1939 6% Militery Lobn, yuan 600 million, with similar re-
demption schedule, secured on the Consolidated Tax and Wine and Tobacco Tax.
From July 1, 1937 to date the Chinese Government. has floated 9 domestic
loans totalling yuan 2.9 billion, bringing total domestic loan obligations
s up to a figure of yuan 5.6 billion, an increase of 107% over the pre-hos-
- tilities level. Foreign loans outstanding on July 1, 1937, were estimated
at yaan 1.8 billion or £106 million or US§500 million (=t present London-
New York cross rate parity). New foreign obligations cannot now be esti-
mated but represent some counsiderable -increase.

Fron July 1, 1937 to harch 31, 1939, the Chinese Government according
to official announcements paid out yuan 530.4 million on loan 'services yuan
331.65 million being for domestic and yuan 198,76 million (or about USj66.4
million) on foreign obligations. The Ministry of Finance has announced that
owing to interference by the Japanese with sali rtvenuss collected in the
_occupied areas, the Chinese Governuent is obliged to suspend the servicing
of foreign loans secured on salt revenues, this on the same basis as with
Customs secured loans as announced in mid-January, - the Chinese Government
to meet only the portion of such payments as represent collections in areas
remaining under its control. The Chinese Governmént, however, has indicat:d
its roadiness to enter into negotiations for continuvus scrviecing of thees
loans so far as practicable under present difficult conditions.

In order to fagilitate inter-provincial trade, the Ministry of Financc
has announced tl "f;;:igﬁi_?rn?inciai notes are to be acceptablo throughout
China at the 1 convaorsion rate of yuan 1 cqual to Kwangsi $2. Coppor
coins in th ‘are to bo all trcated as token coins with 1¢ valuation
regardless al face valuo. The Ministry of Financc has taken over

yrovi ; in Yunnaen for coining standardiz.d coppar and nickol
neos from the intorior to the oeccupiad arcas
snt £flight of capitel, have slackcncd somewhat,
ttances from Chungking for cash paymonts in
[} e o i
$ion: 'I% is officially roportcd from the interior
pdiistrial covpsretives fur production of cone
A for war timc sclf sufficioney is progros-
opcratives oxpectod to be in operation by
mont banks at Funmine have Tormed a joint
o cooperatives. Two eotton nills with
‘oporation in Szochwan Provinco in carly
qjso which was to have bouon cstablished in
1itics bogan is now to be ostablished in
yrumont and privato auspicus.
L nosc controllod arozs in February
jes wore valuod at about USE3.3 million
importe into China. Dircet sxports
ritory in F.brusry wore valucd at sbout
; 30.4% of China's totrl oxport movomaont,
hai for re-cxport orc counted in, the figurc
80 controlled torritory would oqual USgR.3
) 'iq a#n;ﬂ;g‘.
R
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REGIONAL TRADE CONDITIONS (CONT'D)

Trede Conditions in Conton duri Mairch, 1239
(Condensod from the roport of Vice Consul Woltzr Smith)

The rice shortage continued, foreing priccs to « point 49% abovo th;
1938 average. Spring screage is smaller due to non-return of farmers an
continued hostilities in the region. Anticipations are favorab le fir the first
sill crop - yield is forecast at 4,000 bales.

Zxcept for limited passenger and mail service the Pearl River continues
clured and Canton remains without rail serviees, though towing and launch
traffic on local waterways in the occupied district is improving somewhat.
The gunning Railway as well as highways leading from the Toishan digtrict
to Kwangsi are reported destroyed, and work on the trans-giangsi railway
.%o the French Indo-China border suspended. A Formosen company resumed op-
eration of the Canton municipal redio station XGOK on April 10.

Very little incentive is in evidence for recunstructing devastated
areas of Canton, but the provincially owned surar mill at Tungku (100 tons
daily capacity) has been recpened by the Japanese authoritiss who plan also
to re-open the cement mill and brewery.

The Canton dollar (nominally quoted) remained firm at sbout 2.40 to
HK$1.00. The use of Jepanese military notes became more general. The
markat econtinued to be flooded with Jeapsnese goods. A monthly police tax,
levied on the value of buildings, has been instituted.

The Canton Chember, and the Recunstruction Bureau, have ruled that
local firms must resume business within three months from March 21 or be
required to observe regulations for bankrupt Tirms. Business is,however,
exceedingly sluggish and only about 40% of the population of the city has
returned. : * % % 5 ¥ % %

Trade Conditions in Hong Kong during March, 1939
(Condensed from the report of Consul Howard Dunovan)

' The severs slump anticipated from the Japsnese invesion of South China
last Cctober has failed to show perceptible materialization, Despite the
fact that direct communications routes with nearby South Chins territory
:ﬁihghqhﬂﬁn cut off for more than five months, practically all lines of busi-
%n!;g*in Hong Kong continue to operate at copacity with the eXception of in-
5lﬂiﬁnuh- War risk insurance rates have inercased 25%, European develop-
.'43 8 retarded the share markst. The Colonial Govornment's revenuass con-
nue to exceed those for the comparable period of 1538, Tha Hong Kong
ar declined from US$0.28 15/16 to %.28 9/16, but is to be stahlizad
~under £10 million fund established in Great Britzin and administered from
u-,:fﬁﬂiﬁ&:lhﬂﬁi Imports into Hong Kong in the first two months of 1939 wers
~ walued at HE$7.1 million, a decrease of 53.7% compared with the 8

938, (The drop may be attributed partly to the fact th: Ema period
8 in 1938 were up nearly 32% over the same paricd of at Jen-Feb im-

137 = because of heavy shipments from abrosd destined §§§ ?ﬁ::ifﬁ? EEEEL

were i T

ong, whereas the situation in this respect g routed through
?

The cutting of direct trade routes ans unaﬂﬁﬁtﬁﬁaﬁﬁﬁiléi the past

rior China are in part responsible for the smnllep trnnﬂgﬁgruhuanu

~from Kong to the United Strtes ip January-Februn puents. )
HE 1lion, or only 5.8% below the same period urr{§ 1939, em-

3% ainmee produce of various categories still finds

on to nurmal transpop-

f _f g:r transshipment despite the disrupti
- routes. 1
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principal Items of China's Imports

Commodi £y

: Unit Total
otton, raw = = = = = = = = Quintals 10,778
Brass & Copper = - - - - = Gold Unita 396,256
Iron & Steel Tubes,ungalv.- Quintals 14 ,B64
. om W gl MEE " 36,063
" " " Plates & Sheeta- b 29,633
" % " Tin Plates = = = " 52,924
" " " Tybes, gal.- = = b 8,266
i me Movers & Parts - - - Cold Units 303,455
achinery & Parts(n.o.r.) - " 1,174,192
achine Tools = = = = = = = . " 125,786
dircraft & Accessories - - " 31,668
ptor Tractors, Trailers
end Trucks = = - - = = = Fieces 1,439
ptor Cars & Busses = = - = . 119
tor Accessories - - - - - Gold Units 224,410
jentific Apparatus - - - " 202,268
sctrical Iittingutn.n.r.] o 111,242
léphone & Tel.Material Sl . 339,031
ﬂ-ﬂétu&.?!grﬁ - = = " 81,847
i s - - ‘ Quintals 11,742
- Kilograms 95,105

Gold Units 155,697

mintala s
b "« 166,081
-?:ﬁ‘ﬂasa Eﬂﬂ's 149,697

Ialnsruma 2,756,248
5 Tnits 1?3 536

: w 276, E.’I.E
“! W r_;lp'g
] iuuitu 106,363

' "n+1915?ﬂ 469

Tons 24,646

;”Zn,aﬁz 135

5,687,811

iR
'.1’.__“§¥ 255

4628
512,025

Gt s

- .----1..-1-'
i» !
e

!

1,813
18,004
‘Units 168,278
-

1 =
Y
LR
-
o

RE "
. o
i

i e

\a Units 21,322
| f#_!!!.k?:'}iﬁ?*,..

438
s ‘-.fg‘: 098

Jen,=-Feb, 1338
An.Share

1
58,677
127
17,785
75,670
99
17,996
129,285
64,627

1,066
78
150,610
25,298
24,529
22,994
74,808
3y
5,603

15,963

- 70,602
4,441

2,743,906

41,344
92,010

560

| 12
22,825

11,823,931

9,375

14,112,628
4,535,055

4,278
343
965,778
1,952

21 0T
989, EEG '

9,070
0, 042
1,663
9,394

57,8765

April 15, 1939,

in January % PFebruary, 1932
end 1939, in which America's trade is a factor,were as followsi

Total
15?,?§5
319,244

12,104

8,697

51,427

33,126

12,328
185,143
995,516

90,105

9,081

413
341
225,762
209,172
189,376
135,601
197,911
3,075
104,722

100,949
250, 459
229,136
117,548

5,642,958

506,652
185,583
1,852
15,207
219,703

22,473,358

30,846

66,164,840
4,301,082

67,057
70,148
388,752
87,218

490, 404
344,338
129,957
84,764
17,051
17 ,489
269,223

Am, Snare
41,671

156,776
2g

1

7,036
25,612
27
12,772
76,643
10,112
12

371
227
109,787
34,374
12,626
988
91,232
. 967
24,096

12,036
172,891
94,435
9,633

4,846,366

25,515
14,624
14
25
39,927

5,508,189

8,716

25,815,113
2,014,033

9,627
5,668
195,421
17

4,327
11,383
28,575
35,363

9,943

6,496
61,698
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Pr.;n;;l:ﬂ Items of China's Exports in January % Februaery, 1938
an 29, in which Ameriea's trade is a factor,were ps follows:

e T ——— Jan,-Feb.1938 Jen.-Feb. 1933
—bmmodity | Unit Total Am.Share Total ..———--HE o
~Bristles - - - - - - _ - < - - - Quintals 3988 .7 " ooe 4,818 1,7 T
.. BBE Powder - - = L _ _ Besg . " o 3,780 826 = 5,948 -
. Pedthera, Duelf's 30 . U g 5,908 121 4,596 =63
Sausage Casings = = - = - = - - e 2,455 440 3,104 704
(Goat Sking, dressed & undr.- - - Yuan 287,264 26,595 - 458,315 170,374
LBERETETR, Uil l WIS . 63,047 60,361 774,001 758,927 '
Regza, L " N " 40 . B89 E?,E?? 1,%25.022 1,314,139
Famvs, Kermels - - - - - 2 - Quintals 3,002 1.536 15,376 6,635 t'
: Poaiii il - Sopas™s | JUENet . " 211{}14 .-l- 45’443 5,862
Woold (1] = . a'2ve -l - " 131,233 10.771 49’{}12 235 '
ﬁil, D.0.T. Tallow & Wax = = = = " ,E?ﬂ : 3 9.515 E,EE?
-Sesamum Seed & Pulp - - - — - - " 5. 947 3 55‘552 5,792 '
gf?_k ----- poo = wiag dle o . on 35,263 6,402 74,590 673
- Blis Rew - - - = - - .. = - - Kilograms 386,971 50,343 957,485 224,676
Lotton, Raw - - - - - - - . . _ Quintals 109,096 9,101 39,428 511
| @pul, Sheep's « = - - - . o _ _ Kilograms 124,334 4,792 222,657 142,151
Drawn Thread & X-Stitch Work - - Yuan 2,487,996 1,598,348 4,528,566 2,872,466 4
| #2:;': Egi::ninga -------- ;! lﬂl,ﬂ_EE_,E_EQ 740,654 2,176,257 1,678,085
BiE % - - =heu= == fuinga
Tungaten - - - 22 - _ . SRR Gl R L B
ADLIMONY ~ = = = = = == oI o 5:?&4 — ' 449 £03
Tin, Ingots & Slabs -~ - - - - v 24,607 -— 16,993 -
Hats, Buntal Fibre & Hemp - - - Pieces 874,076 473,544 ,gls:ﬁﬂﬂ 1,311,877
S T m - dime - - Toan . 257,482 o S -—
f o Sagovir - - - - - = (Gross 86,817 28,761 162,249 40,039

T 18
] . Lt
aﬁﬂ ',.5' 75 g
: ..-'rd.‘:_ ié-b'l‘ ' [ .

i Uz
' n Table 1;& American Units of Measurements

: 48 o e 1. S 423,7771 Board Pest

-- ====——== 1,2 American Gallons
S = == 1.0567 Quarts
818 ~nme e oeeeeeo 3.2046 1bs.
als -—--H-IFFE:'!-:..!-“---—:-?‘::-_-'-F-——-- 220,46 1bs,
_-p,:!"lu- -‘-ﬂﬁ:” - == 2204,6 lbs, l
UEL, 3, -thf-f-f-- 2240 lba. '
e eeeeem 2000 1bs.
T e EE‘ 1.le
======—-=- 1/6 Acre

— - 183-1/3 1vs,
TTTTTTTmomm- Approximately 5/8 yy e 5
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The Foreign Trade of the Chinae Region in February, 1909 China's ree

corded imports during the first two munths of 1935 amounted in value to
Gold Units 66.6 milliun, equivalent to USp48 williou, en increase of 13.7%
, over the same period of last year, a decrease of 6.1% froa the same period

'.' * in 1937, and an increase of 21.4% over the same period in 1936. China's
exports during the first two months of 1939 amounted to yuan 125.7 million
in value, equivalent to US§4l.9 million, an increase of 507% over the same
period of last year, a decresse of 25% frum the same period in 1937, and
an inerease of 7.4% over the same period in 1936. China's recorded imporis
in February amounted to G.U. 31.4 million, a decrezase of 11% from the pre-
vious monthj China's exports in Februery amountecd to yuen 58.2 milliuvm, a
deorcase of 14% from the previous month. Of China's February imports; 40%
(of which 68% was from the Japancse Empire) sntercd North China ports, 45%
ontércd at Shanghei, and 15% entercd the Chinose controllod arcas diroct.
0f the Fobruary imports 38% worc from thc Japanusc Empire, 22% from the
United Statas and Philippinus, and 16% from tho British Empire. Of
Fobruary oxports 31% wont to tho Unitod Statos and Philippincs, 24% to the
British Empire, and 13% to tho Japanose dZmpirc. The ovidencos are that
thore is a oontinucd and substantial unrccorded trado movement botwoon Japen

and thoe "ecccupied® arcas of China.

‘.F‘ * % % % % % 'k % % %k K ¥ ¥
' Exchange Rates for Conversion Purposes

: urpose of conversion of the four currencics mentioned in this
lowing exchenge ratcs for March, 1939, may bo uscd:
i -.* -'-:;;"I.'..- f :

i | - 1939

-~ . A

March
US50.1608 (Opun market inter=
bank spot rates)

Us$0. 3000 (official stabiliza=-
tion ratus for oxport
trade valuation)

US3l.7182 { Chincsc Maritime Custuma
' avorage ftr trade wlnation)
US$0. 3850 (For import duty pay-

ment computotion)

- US§0.2731 (American Consulata
: Gonaral, Harbin)

US§0,.2882 (American Consulato
. Genoral, Hong Kong)

i

* %k % % % % k % % %

'C‘\‘.lfz}[ﬂ., vl -'E.( € “:f‘-'t:L"L- -

A« Bland Caldaor,
Acting Commercial Attacho.






