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Ohina Monthly Trade Report Mareh 15, 1939

GENERAL REBUME

In Manchuria economic activity is made increasingly to serve the fur-=~
therance of the enlarged and sccelerated five year program for exploitation
of basic resources and development of war industries, stringent governmental
control being extended to nearly all commercial activity, particularly import
and export trede. Recent authorized capital inersases are for the purpose of
augmenting production of railway roulling stock, tractors, munitions, and of
new shipping tonnage for Japan-llanchuria-China commerce, besides expanding

" iron, petroleum and other mineral cutturn and enlarging the capacities of
associated industries. -

More and more are these same policies being extended to the “occupied"
areas of China, with the result that trade with Jepan is sharply up, while
~ the trade of third countries, including the United States, recedes. The ex=
- tension of exchange control as of March 11 to embrace all North China ports
in addition to Tsingtao and Chefoo, the placing of Shanghai end Central China
outside the yen bloec for the time being, and efforts to expend the cireula-
tion of the "Federal Reserve Bank" fiat currency, it is deduced from annomce-
ments, will involve also restriction of imports, and has for a major abjec-
tive the acquirement of foreign exchange credits. Foreign trading intarests
are apprehensive that the move will contribute toward a more complete moncpo-
lization of both exports and imports in Japanese hands, thz exports being
made to supply funds for consolidation of position. WVarious ovidsnees in-
dicate thﬂt thﬁrﬂ is =so far an inadequacy of basic and operating capital for
a:plﬁita‘ﬁ}#n ﬁ thﬁ "uumiaﬂ' regions.
“ '_ﬂ ‘dead cities commercially, with the exception
nsumer goods, trade facilities being denied to
eople have returned to the Wuhan eities, out of
‘million, and about the same situstion obtains at
f the hinterland of these two trading centers is
qr tu I'rom nearby polnis are being taken out of
Shanghal continuss to merk times as to the
iﬂ - aetivity at nossibly a little better than hself
. ﬁnuamy foreign trade was Eiﬁ.af the January,

ed areas, particvlerly in West and Southwest
1 in the program to spread industrial cooperatives,
y and railway transportation, particularly with
-n and essential imports, to encourage the
s3try as transferred from now "occupied" areas,
! ﬁﬂ telscommunications with puints sroad,
jroduction under the war emergency toward self
‘axpor d.am.ufl to as great a degree as possible,
of circumstancees has sc far shown relatively
g of its direct trade ruutes to Chinese
ow depending Tor supplies on rail and highway
ina, on the new highway route from Burma, and
from Soviet Russia, while utilizing thoese and
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REGIONAL TRADE CONDITIONS

Trade Conditions in Menchurie during Jenuery-February, %ii?'
(Condensed from the reports of Vice Dﬂnsul{mﬂrlgs S. Millet,
fdarbin, and Consul William T. Turner, Dairen)

General: The outlook for retail and wholesele business is %ESE Prﬂmi§1hg
than & year ago. Measured in terms of cash money, rursl purchasing power 1s
fairly high, but rising living end labor costs end most commodity costs,
render actual value of farmers' income below former levels. Though the past
yeer hes been successful for many enterprises, possibilities for continued
Prusperity are doubtful. Stringent government control has been extended to
nearly all commercisl activities, particulerly in import and Exp?rF trade.

The wheat situstion is scute as iz the question of railway facilities. Soy

bean millers are €njoying considerable prosperity due to the firm Japen de-
mgnd for the cakes.

SR B e s I e A -t S

“Agriculture and Crops: The Govermment control over wheat and flour
Prices is not efficacious. Actual prices are 5% and 17% respectively above
controlled prices. Plans are reported for importing 600,000 bags of flour
from Shanghasi. About 3.5 million tons of soy beans are available for export.
From October, 1538, the beginping of the export season, through January,
over 1 million tons were exported. To curb speculators, the Chosen Govern-
ment has imposed an embargo on rice exports to Manchuria and North China.

The Chinese in Menchuria do not consume rice as & staple diet, but the
Japanese are likely to suffer from the depleted supply.

Transportation and Communications: Sungari River passenger traffic in

1938 totslled 710,000 persons, a slight decrease from 1937. Govermment plans
for purchase and administration of Sungeri shipping are being realized.
Manchurisn yuan 5.6 million has been allotted for the purchase of 60,000
tons of privetely owned ships. The ships and wharves of the Sungari Shipping
Guild will be under the control of the Directorate General of State Railways,
Government plans are to expand the business until revenues amount to M. yuan
8 million, compared with the former M. yusn 6 million. The Hsinking~
Chungkisngchen air line (850 kilometers) was opened January 8.
KEisen Keisha has announced that 14 new steamers with a
‘would be added to its fleet by 1941 at a cost of yen 25 million for coastal
traffic between Japan, Manchuris and China. The South Manchuris Railwey Com-
pany plans the construction of 450 kilometers of new railways for lumbering
purposes and as feeders to pulp mills. The Manchuris Telephone and Telegravh
Company hes ordered loud speaker assemblies from Jepan to be installed in
public places in 20 cities in Manchuria fer dissemination of propaganda, etc.

The Dairen
total tonnage of 70,000

~ Industry snd Construction: Herbin flour mills operated quietly, with
‘Indien corn now being millea for the laboring and farming classes. Good
wheat flour at official price was difficult to obtain. Wheat flour produc-
‘tion in 1938 was 4.6 million bags oompered with 10 millton bags for the pre-
Tiaﬁg year. The outlook for 1939 is poor. Harbin contracted construction
was valued at M. yuan 427,000 for January, an 8% inerease over January, 1937,

, Wholesale prices of 49 important staple articles.in Deireq during December,

1938, showed en advence of 247 over prices in December, 1537. Official price
1ly ineffestive,

over flour, cement, gunny bags and lumber, appeesrs tots
of large im-

Critics cleim the messures are designed to further the interest
orting and distributing firms (prectically all Japanesc). A Kwantung

Province Price Committee was created by ordinance Februapy

governmental consultative sgency, |

ions as t0 prices, upon the basis or
ished to prevent profiteering. - 3

——
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REGIONAL TRADE CUNDITIONS (CONT'D)

Trede Conditions in Manchuria [Eunt'dj_

Electric lighting is now being supplied to 87,000 houses in Deiren, &

16% advance. Two additional eleotric generasting plants sre under construction
to be completed in June. By 1941 trensmission lines supplying upwards of

80 ,ﬂﬂﬂ-aﬂ.ﬂitiﬂn&l kE.w.h. from the Yalu River Dam PI"DJE-'L'.t arc Plﬂﬂ.ﬂﬂd; A
newly orgenized private conecern capitalized at yen 20 million is to be en-
trusted with a 10 year project for reclaiming tidal flats of Dairen Bay.

The Dairen Machinery Company increased its capital on Februery 22 from
yen 10 million to yen 30 million. Trebling of the capitel is said to be
necessitated by the progress of hostilities in China snd the Menchurian 5-yesr
_ industriel development plan. The company is actively engeged in the produc-

tlon of locomotives end reilwsy materisls, trectors and munitions. A branch
factory in Nerth Chine is under consideration. The Dairen Chamber of Commerce
and Industry on February 24 edopted a resolutic: urging the Jepanese Govern-
ment to take a strong stend regerding the fishorics guestion with U.S.3.R.
Approximately 800,000 tons of Manchurien lumber were consumed in 1938 for
bullding purposes. Production for 1949 is estimeted et cbout 1.4 million tons,
most of which wWill be used in North Mﬁnﬂhurig. g5 in the southern part JEPEIII.'E-'EL-
imported lumber can undersell the native product due to low oceen trensporta-
tion eoats. = .

EEEEEEEJEEEEEEE_EEEHFEEhﬂHgﬁ Control: The Chinese New Year passed satis-
fectorily in North Menchuria with no benkrupteies. Collections sre normal ,
credits tight with nstive benks reluctant to advence loens. The Tlow of
money has been reduced due to the order given to the™Centrel Benk of Menchu®
t0 restrict seme. Commemeing April 1, Chinesc residents in Kwentung Leased T
will be permitted to earry Govermment postal life insurance, hitherto re-
Etriqﬁqﬂ tﬂ;@ﬁpgg%ﬁq%4 The Deiren money market is emsy, collections normel,
interest retes low and @ég%si—ts increasing. There is = growing tendency
emong the Chine: est in goode and reel estete es tangible assets in-

se to inv
g 3ﬁﬂﬁﬁt5 to 1ngﬂrt goods from abroad are granted very
ort is made by the suthorities to conserve foreign

exporta 1o countries from which foreign exchange
ers report increasing difficulty in cbtaining per-
'oed. The S.M.R. Co. is reported to be subscribing
2 © year period to the projecctued North China Trefrie

gh, 1939, with & cepitalizetion of M.ywan30million.
ntrol Lew, rovised by Imperirl Ordinence on Fed-

commodities, including =0y beena. Associntions
gd for controlling exports. A tex is to be im-
' these products to "yen-bloe" countrics and a
for exports to third countries. The cbjeect of
jorts to third countries of becns end peanuts to

r hes not yet becn put int¢ effect nor has a
wentung Leased Territory, without which no
frem Menchuria would be possible. :
xports from Menchuris to 21l countries during the
1ed M. yuan 597 million, an increcsc of 16.8%
previous yeer. The U.S. edvanced from sixth to
& trade, while Japon rcnked first teking 56% of
Americen trade represuvnted ¢ $5% reduction in

: seme period of the previous year. Jepen
*nished B.14%. In 1958 Germen trode with
chemarks 104.1 million. Exports to Germe
76,9 million jni which soy buens represented Qlﬁf
"totzlled Reichsmerks £7.2 million.
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REGIONAL TRADE CONDITIONS (CONT'D)

q.
Trede Conditions in North China during JEHUﬂTF'FEbE“ErFi L
[Digested from reports of Frederick W. Hinke, nnsz
at Tientsin and Richerd M. Service, Vice Consul a
Tsingtao, and from other sources).

. Agriculture and Crops: Spring crops have been favored by &n open WHAEE:

Due to export embargoes and license systems, the wool and Eﬂttﬂzegizgeiitzh
fereign markets is at a standstill with only small suPplles il S
Tientsin from the interior. In efforts to derive foreign exchaenge, Diy
Japanese authorities have interfered with parcel post rageiptsluf fughiness
wool from Shentung and Inner Mongolia. At certain intr'ﬂ'lff'l' points, Sid
dealers have been forced to sell cotton to the Japanese military at a reported
rate of 200 native bales per day at prices nearly 50% below Tientsin merket prices.
Japanese cotton milling interests and locel authorities a? Tsingtao have

formed an association which hopes by 1945 to increase North China cotton cul-
tivation substentially, the production to be used primarily for Japanese mills

. in Japen, China end Manchuris, It is too early to state to what extent the
Chinese farmers will respond to this project.

TraﬁaEnrtafiun and Communications: A bridege to connect the Japanese and

. Italian Concessions at Tientsin is being built by the Japanese military.

Soviet economic control of Outer Mongolia was strengthencd by the reported
opening of a 600 kilometer reilway line connecting Ulan Bator with Verhkne-
Udinsk on the Trans-Siberian Railwey. The new 200 kilometer Tatung=Ningwu
Railway in Shansi, which connects with the Peking-Suiyuan Line at Tatung,

has been epened for traffic. The re-opening of the Hsuchow-Hwai River sector
of the Tientsin<Pukow Railway wes snnounced, with restoration of through
traffic to Pukow promised in the near future. During January and February,
North China railway traffic continued to be interripted apasmediéally Ly
Chinese guerrilla forces.

. Parcel post rates between North China end Japan were reduced 60% on
January 1. Postal services with the Wuhen sres have been restored.
order services with Inner Mongolia have slso becn resumed,
Japan radio-telegraph scrvices were resumed as were to
tween Tientsin, Peking and Shihchiachwang. Teluthones in the British and
French Coneessions, however, heve not yet been connceted with lines of the
Japanese "North China Telephone Administration®, oOn Februery 12, the ch
Hwa Avietion Compeny (Sino-Japancse) Anaugursted a : b

air tri-wcekly Peking-
air service. Inner Mongolia is reported to have o 4 ng~Changehun

ompleted 4,800 ki
'?,E weys in 1938 et 2 cost of yuan 2.6 million, ‘ g i

~ Restrictions imposed on foreign shipping at Tsin i

: : i ) : glao remeined in
Auring Januasry and Februery. Vesscls other than Japenese ere still de
8ccess to the Tsingteo wharves., A Cargo mecsuring fee is now being collected
by the lighter monopoly in edditi

Money
The Tientsin-
lerhone services be-

&
forece

. on to the al i
by this Japanese controlled company, reedy exorbitant charges levied

"> Ruport te
Reilwey is soon to be incorporsted in POrts state thet the Tsingtao-Tsinan

2 ; the new Je Lo
Fﬁﬁ?ﬁn Compeny"™. Rolling stock on ey WCFtR [hing Yrepy..

ddition, 62,000 spindles are now Mile Lot 1y to Decembep 1938. In
b, g ell 4 :
doubler - 2,100 looms have becn ordered a0

I.ih_fgﬂai s Fio Loces o.3 TePOTted thet now spindloage 12 00p a8, 10 B8
16Xt 3 months, Japancse cotton mills in fsonest.® Delieved thal quei

Build GaNindequats, '
¢, T SEY and ; Lonstruction: The ea-
wes i ased from 317,000 to 593,000 Bpindleacgﬁig of Tientsin cotton mills

Chin

Trad

inge
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REGIONAL TRADE CONDITICNS (CONT'D)

Trade Conditions in North China (Cont'd)

a sharp curtailment in operations due to last year's reduced cotton plant-
ings in North China. Since September, 1538, Tientsin mills have been opers
ating at about 85% of rated capacity, but Japaness countrolled allotments
er, to local mills are reportad to Have been racently cut from about 314,000

bales of 500 lbs. to 180,000 bales. In Tientsin, a large cement plant and
¢igarette factory are planned by Japanese interests reputedly invelving an
expenditure of yuan 10 million and yuan 15 million respsctively. Preparstims
are under way in Tsingtao for the construction of a large Japanese Army hos-
pital. Cigarette factories in Tsingtao have done unusually good business

ted since January l. Nearly S0% of the production is by one large foreign plant.
- Tientsin coal mining interests are enlarging shafts at the mines and have
s purchased additional heavy uquipment preparatory to expansion of output.

b - Finance and Benking: On March 10 the Japanese sponsored "Provisional®
11a regime in Peking instituted regulations which require exportors to obtain,

E

as 8 prerequisite to Custums clearance, certificatcs from ths "Federal Re-
gerve Bank" showing the sale to that bank of thes forcign currencics derived
from 12 categories of exports; Central and South China to be treated as ftreimn
countries, exchange rates to be fixed at 14d or 274¢ U.S. Currency to the
"F.R.B." yuan. Effective February 20, the Pekifig recime placed a further
arbitrary devaluation on National Government notes snd announced that their
circulation and _éﬂl:_t?ﬂrﬁinn to "F.R.B." notes would be prohibited after Mareh
10. Despite these ‘announcements, "F.R.B." notes were quoted in Tientsin at
'}g@itisﬂhm#-ﬁf-_}:ﬁlj.par mille on FPebruary 28, and at times the discount at
Tsingtao has been even greater than at Tientsin. Tsingtab Customs receipts
ary “"rahﬂm reached the 1936 and 1937 levels of approximately
. Collections by the Tsingtao Consolidated” Tax Buresu for
t under yuan 1.75 million, 50% of which is derived from
axes of necessity must be paid in "F,R.B." currency, effarts
r are not wholly unsuccessful, but it is undsrstood
uary special permits could be secured to carry Chiness
;Ty for the purchase of export produce at points
are unacceptable. It is believed this practice will
produce from many sreas under Chiness guerrilla con-
tained. | | -
@jvmpurtad- wheat and wheat flour continued

3, in anticipation of exchenge and trade controle
r stocks and were cautious in entering into for-
ter March 10, the date for enforcement of ex-
8t 2 months, the bristle trade has been inactive,
.hu.t,gh{pma_nta vl strawbraid have besn ex-
ave been handicapped in obtaining supplies
strictions imposed by the ruling eutiarities.
sently advenced credits to the Kalgan Inner
‘machinery to the extent of £100,000, to be ro-
veries against this loan ore reported to be
2lared exports from Tientsin to the U.S. tetalled
710,000 in February as compared with US$752,000
ﬁl firms encountered considersble difficulty
“import-export businese due to Japanese attempts
?E China exports and to increase the cir=
It became increasingly evident that the
o utilize North China trade for the bolstering
also to promote Jevanese shipping at the
F ’ B =

—— . — =
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REGIONAL TRADE CONDITIONS (CONT'D)

1939.

d Februa

Trade Conditions in Central China during Janua an

Digested from the report of Vice Consul Robert M. Taylor
at Hankow and from other sources)

Agriculture and Crops: Weather conditions favor the grﬂwsﬂgaiizi?g
wheat, barley and broasd bean crops in the immediate area Erﬂuﬂtriﬂtﬁt L
Under Jepanese auspices cotton is arriving from up-cf?untr? dis £ 4700
mated stocks of produce stored in Hankow at present .inelude abou OE 0
short tons of wheat, the equivalent of 73,000 bales of raw cotton : 8 |
20 million 1lbs. of flue-cured leef tobamcco and 6,700 short tons of riece,

Transportation and Communicetions: No commercisl shiPPlﬂE or aiiplane
services are yet cperating out of Hankow. IWhile the Peking-Hankow Railway ig
‘perated from Hankow northward to Sinyang, Honan, (about 110 mETeE) s
Jepanese for military uses, it is reported thet beyond that point the line
has been practicelly .obliterated. The Canton-Henkow Hailway 1is HEEd.fﬂP_
Japanese military purposes from Wuchang southward to Puchi, Hupeh, - {65 miles),
while the military also operstes the Lung-Hei Railway between Hsuchow, Kimgsy,
#nd Kaifeng, Honan. In Februzry, the Japenese controlled radioc station at
Hankow began accepting messages for such points as Kiukiang, Pengpu and
Chinkiang in addition to its serviee to Shanghai, Telephone service within -
the Wuhan cities remsins suspended.

Industry: No important factories have resumed operation in the Wuhean
cities since this center was cccupied by Japanese forces, aside from one
large foreign cigarette Factory. Eleectricity and water, while restored in
Some sections of Hankow, asre not yet svaileble throughout the entire city.

Finance snd Banking: While foreign banks continue to operate, none of
the Chinese banks has reopened cutside the French Concession at Hankew.
Credit is extremely tight. Military yen notes, nominally walued by Japanese
8t the rate of yen 1.00 to yuan 1.25, have fluctuated in value from yuan 1.1%7

- down to yuan 0.95, but by Februasry 28 were being quoted by money-changers at

- 700,000 just before Chipese New Year, February 18, but forceful measures
_FbraiEE Trade: Non-Japanese foreign trede continued deag

sﬁxg revival is dependent upon the reopening of the Yangtsze Riv
‘Ftrictad commerce. However, in Hankow there 1s & considerable

at Hankow and
er to unre-

: hea clity,
tances being foreced to teke delivery besides

: £00ds available, -
_;Ldnrahla purchasing of raw cotton, ramie ang tung o0il has been done hrcnn

| & gupunasa merchants from stocks on hend et rrices far below Shanghai gquotations

| 3 hh:?ﬁ;::ifgﬂnt h:itraan made under official sover without passing Customs ﬂgn-*
: uan es Ch - |

- Bl :i . i iﬂ::E Wmed goods are stored in foreign warehouses.

ol SrGanen Jment: The Wuhan cities oo Wuchanz, Hanys a ; e

- 8re located 600 miles up the Yangtsze at its cdnflaﬂnua?wﬁfh thaﬁ;nkﬁw '

~ Henkow is often referred to'as the "Chicago of China" and was the .

-‘-:;ﬁm.nt interior collection end shipping point for export he
for & vast region about half the size. o

Sy > _ T the United States, o

P h‘n of Hankow and surrounding territory in Drbakam lﬂ:i Since the ocou-
cut off from mest of its trade hinterlang '
. - ? -

Bl iy

S ——e
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REGIONAL TRADE CUNDITIONS (CUNT'D)

Trade Conditiors in Esst I:}.mral thine (Ineluding Shonghei) during Juxm.m-mbmry,lgaﬁ-
g (Prepored 'n;r the offics of the Ameriecn Commercicl Attoche)

Genernl: Intermittent disturbenccs continued in the Sheunghei-Nanking-

stz Yanzchow regiocn, but sconomic life remzined ot on improved lovel despite
0 1b abriormal conditions. A frir volume of foreign trode wns dome ot Shanghei.
2 Jonusry imports were Bﬁﬁ and cxports 77% of thu velucs for Jounucry, 1557.
' This we; possible beccuse of (1) the consumptive enpaeity of the permancnt
lane end refupree populrtions in the foreign controlled scctions of the e ity,
way is (8) the perticl end grodurl rostoretion of collcetion cnd distribution from
the snd to the immedicte hinterlend, end (&) the foct that some cxport products
ine _eon still move from Chincse controlled erecs cocstwise 10 Sh-nghal. Living
o costs for Shenghni fectory workers heve inercrsed 52% over July, 1987,
niles) Chergus for ges ond eluctrie cur'lt:f.nt were cgrin increascd.
imgsu, Trensportetion and Communiegtions: Reil prsscnger troffic inerecsed
as butween Shonghei-Nenking-Hangehow, the regulcrity of servicoes buing ocecsion-
e elly upset by disturbonces. Shipping troffic to Yangtsze River ports above
thin - the Kiangyin boom eontinucs to be denied to non-Joponese vesscls. Ocezon
' shipping tonnege wvntering Shenghci increcsed $% over Jonurry, 1907, though
an river cnd cosstel tonnage decrezsed 60%.
3 Eﬂﬂiﬂht#.l&ﬂﬂﬁ.ﬂ Services betwesen Shanghsi cnd Jepiu continued to func-
in BT I.liru ’“ﬂull!ﬂﬁlf.graphiu gervices were ru-ustcblished under Japonese
e uunﬁ%w b e'ﬁnwa Fubrucry between Shanghei, Kiukicag, Heakow end North
 Chine cities: | pstel ‘!Eﬁicah butWeen Shcnghei cnd Yengtsze ports os far os
Cy nf .\ ..I.r T J

Em!a:li scele Chinese industrics continued to
i :qn-lsrn].'l.ad orens of Shangh*i. Cotton mills,

Uras ngae.pnt&d ot c-]:mit:,r, thc:ugh difficulty in

%ipﬁgrinr ‘has resulted in lorge orders being

nd Industrizl plants in the "oecupicd™

& function under Japrnese euspices.  The

‘nsuﬂ] operetes the Chincse owned silk fila-

: 1 £shing end hes boysht up nenrly the entire

i . eoc . bruction permits Iﬂr l.'.:hl_nu-u dwellings cnd shops num-

the £O1 ] rrens of Sheaghni during the first
3 & scmewhat lower scale thon in the lete
ok -, ot ion ]J!E!mltﬂ gontinued frirly numerous.

1 -

18] i'hre’ign wxehonge ‘rrtes for the yuan
-_ !: g U.8. Currency cnd closud on Februory
was ﬂue 4o approehoensions of ill effects
;'Hifﬂe formstion in worly Morch of the £10
n fund has hoed & cterdying effuet on the
- gc ﬁh‘r prieus up to yuen 2,200 ot the end
o, tj-am..rtl businuss rnd bc nking scttlemoats
» Fobruw lﬂ were medo without major busincss
ic,!; 1: ding sinee the commencenint of hostilitic
o ader notes eontinued in us. in the forcis:
in the Chinese guirrillc controlled sruns
'rﬁgiﬂna, but in the Jurmnese "uecuwiud"
.| - agtr were much in evidence.
T e o
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REGIONAL TRADE CONDITIONS (CONT'D)

Developments in the Chinesge Controlled Areas 3
(Prepared in the office of the American Commerciel Attache, Shanghal, from
various sources including a report of Vice Consul Stephen C. Brown, Kurming, Yunnan)

Agriculture and Crops: FPlans are being furthered in Yunnan for improve-
ment and diversification of agriculture. Training classes have been lnaugu-
rated for cooperative workers, also for technicel personnel for the actilvities
of -the Tee Improvement Commission. A major project is the intreduction or
extension of cotton growing of both the native and Americen types in the
Province. Rice prices, despite normal production last season, are up 20% dus
to the influx of people into the Province and other war conditions. Price
regulation is to be undertaken by the Bureau of Social Affairs.

Transportetion and Communications: About 600 trucks are actively in
cperation over the 700 mile higziway route between Kumnming end Chupgking via
Kweiyang, with expectancy thet 900 additional trucks will be in service by
mld-March. Merchants are obliged to pay yuan 2,600 per truck for one way
freight haulage between the two points, but charges are expected to come down
with the sddition of more trucks and with the completion of & direct highway,
upon whiech work is being rushed, from Kumming to join the Yangtsze at & point
S0me distance above Chungking, thus cutting the trucking Aistence down by
half and utilizing water transport part wey. Several private parties hava
come over the 650 mile Yunnan-Burme highway, but up to mid-February no con-
siderable quantities of freight had been handled. Improvements to surfacing,
curves and bridges asre proceeding to prepare for all-westher traffic, which
ias expected to be under way soon following truck deliveries due shortly.
Hﬁr;'ehnuas are being constructed at Lashio, the rail terminus in Nerthern
Burma, €o store cargo awasiting trensport over the highway.

. Ground was broken in late December for the Yunnan-Burma and Yunnan-
Szechwan Railways, and rapid progress is already reported on the construction
O0f roadbeds. The Kweilin-Liuchow section (sbout 70 miles in length) of the
Hunan-Xwangsi Railway is reported to be nesring completion. Through traffic
was begun in early Januery over a 1,000 mile rail route from Finhwa in centrsl
mlanFang Province via Nanchang, Chuchow and Hengyang to Kweilin, the present
{_rw:j.ug. of the Hunan-EKEwangsi Reilway. The service is linked h:} highfra s

rl.th‘.l_:_:_' traffic with ports on the Chekieng coest. There is considerable g-ai
co Etii_:n a8t Kumming as trucking facilities heve been inasdequate to i
AWE] ‘even the 6,000 to 8,000 tons of freight coming in over the railwr:wE
fmmiphnng Capacity of the railway line is to be inereased to 12 gglmh
M'ﬂl:urtlglrigh the arrivel of sdditional rolling stoek HpY Jore

- Kumming w e only 5 deys distent by air ‘
m&:ﬂﬂ of the Imperiasl Airways and Ghinﬂymﬁi?ng?u ﬂ&iuszgnwgzn :he Py
un:u:l.ﬂgsﬁﬂgd Rangﬂg;: begin in early April. Test flights ¢Ea§:;izﬂﬂba-
‘distance ours. 1€ C.N.A.C. has completed e cemo
o= il.-ﬂn ef Chungking-Hanci air serviﬁ:eg vindﬁu;';iggﬁmliﬁﬁefgr o
the Eurasia Aviation Corporation. Negotistions ;ra unﬂr O serviced

€ establishment also of Air France services between H °r way looking
. Plans are reported to be progressing for linkin uznﬂi s
Alemutu with Moscow bY commercial aip services, § (hungking via

- 0 -

s e L
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REGIONAL TRADE CONDITIONS (CONT 'D)

Developments in the Chinese Controlled Areas (Cont'd)

1 7 An sutomatic telephone system is in process of installation at Kunming
to replace the old manual system. Radio-telephone serviee between Chungking
5pd Urumchi, Sinkiang, was inaugurated in early February. Chungking-Kunming
radio-teleplLone service ‘is scheduled for inauguration Merch 15.

Industry: Numbers of new industriel enterprises for Yunnan Province
are being plenned, and progress is reported on construction of the several
jndustrial projects under Government direction. The national authorities
plan shortly to promote handicraft industries in the rural areas throughout
Yunnan, orgenizing hendicraft cooperatives, extending loans for the projects,
and training the populace in methods. A peper mill of 5 tons daily capacity
is to be established at Kumming with machinery recently ordered from Germany .

Plans for the establishment of s hydro-electric plant on the Tatu River
in western Szechwen near the borders of Sikeang, cre being furthered by the
Ministry of Economics. The British Boxer Indemnity defund Board of Adminis=
tration is planning to finance 5 investigation groups to survey agricultural,
mining end geological resources in Sikeng, Szechwen, Xweichow and Yunnan
Provinces. ikls g it ; _

 The products of the Chinese Govermment's wolfram mining enterprises,
it is officially ennounced, are to be hendled by the Peking Syndicate Ltd.,

- i .
i a Bri‘hiﬂh OTT h for many years has had extensive coal mining

jJ'. i
ry, imports into thc Chinese controlled sreas
'&nfaﬂiiﬂ‘ﬁﬂlﬂ Units 3.7 million in value,
1lion, or 10.4% of the totel imports into
n the Chinese controlled areas, not 1n-
m those sress for re-export, emounted to
on or 21.7% of the totel exports of all
meted shipments to Shunghei for re=-exXport
out yuen 24.5 millian, equivelent to cbout
_ exports from cll China.
iyeng end Chunpking viu Kurming, Yunnan,
ht machinery, clectricel goods, peper
t from Chungking to Kumming consists
d bristles Tor export through French Indo-
R e
jcat Chine wer-time ceritcl of the National
2 z¢ River port in Szechwen Province, im-
il, zost skins end bristles, lergely pur-
Sgechwen silk, Chinese herbal and
‘export products. The Province is about
hence is larger then Jopen Progur, or almost £s
1on 18 estimoted et neerly 60 million,
ted Stotes. It has importent deposits of selt,
. :aiaﬁ!ﬁiﬁll ge gold end some indications of

1 '-",-'1_-’: I' L * g T
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RECIONAL TRADE CONDITIONS (cOMT'D)

i 1939.
Trade Conditions in Canton durin January=FehIus Lt
Condensed from the report of Vice Consul Walter :

: € in
Local business wes unfavorebly affected by the continued pressnc

Canton: end vieinity of armed bands of robbers and looters, the risk in trans_l

porting gocds to the city through disturbed territory, ﬂndlth; ciisséa:;ﬂ:ﬁii
military notus of fluctusting wvalue. The Pesrl River remsined C pogpitayl,
merical navigation end the reilways serving Canton are still -:-utthEI b Eﬂm
A Jepanese gunboat carries meil every 3 deys between Conton end = :Eu BL
Colony of Maceo. Locsl telephoné services were further restored, BI Bué-
scrivers being served, but service to Hong Kong remeincd cut. Non- ﬂpﬂurﬂ
foreign ‘import-export firms remeined idle, elthough incrcesing amounts 0
Japenese merchendise wcre imported duty-free by trensnorts.

~-A11 important industriecs remsined clos.d end construction ectivity was
negligible. Reconstruction of the old city power plant procucded under
Jepanese ouspices and prineipel streets were cgein lighted. Jepancsc Rad

Formosan experts are reportud to heve inspueted the Kwengtung provincisl suger

mills, cotton spinning mills, paper, sulphuric mcid, czustic soda, fertilizer
2nd cement plants, to determine the cost cnd feasibility of repairing them.

- Installment payments are still due verious foreign firms for mechinery in-

stellztions in these plants. Credit wes tight end the Chinesu New Yeer debt
settlements (Februery 18) were reported less successful than usuel. The com-
tinued return of the poorer clcsses to Canton tends to ineressc the volume of
retzil business in necessities, but trade wes restricted almost entirely to

consumer goods. Numerous shops selling Japenesc merchondise werc opened, but

. only those selling foodstuffs dig 2ny considersble businsss. Beans from Menchurio

and rice end sugar from Formose have becn brought in by the Japonese but o

. . rice shortege may =risec in April unless more cdequote imports ore crrenged.
g * .

K Xk ok kX %
b Trode Conditions in Hong Kon during Jenuery-Foebrucry, 1839.

| (condensed from the Teport by Consul Howent oty
~ Jenuary imports dceressed by 34% compored with Jenuary, 1938, but sre not
Exports
nceumulated stocks of
of export goods and con-
€te.) by devious routes.

cotion ©8 to when normal
will be restored. Pos-

showed & 2% increcse in velue duc to shipments from
‘Iih China produce, increassed Hong Kong production
ued arrival of Chino produce (tung 0il, wolfrsm,
"go congeation was less serious. There is no indi
end stesmer traffic with Conton end South Chin~

8 end moil are earried intermittently by river bost but there is no
t troffic on this route. British vesscls still esll =t Hoihow Hreinon
» but report that there is no inward or outword movement of fréight
ericen Airwnys reduccd trens-—Pacific possenger rates by 204 with th;
_ﬁgﬂigan,nf the new large Clippers in ecrly Merch. The lergest vessel

t in Hong Kong dockycrds (506 £t. - 10,000 tons) wes leunched in
eaisty Sotines Do abes v D LR 10 My Butlaing sonspuc
stion beceme wara&u:?tzga ¢ folllng off in new projects. The

ning' 8ir reids clong the borde
people in govermment refugee comps innﬁnﬂy pordcr, with et

of Hong Kong industricl and other businuss vniurprises for
lures of

F

. -xﬁllﬂ. business men view the fuua and
m':;hEiﬂhmu'l" Unfevorably gﬁruutualﬂglﬂ" ;hn
P on of lﬂ.-ntilitiu %0 South Qhing v dislocn-
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Principal Items
y f Chinat
America's trade . na's Imports f '
is a facto: or Jamnuary, 1
ctor, are as follows: 938 and 1959, in which
Commodit
118 - X : .
e %ittﬂn, gy T Unit Tuiiﬁuﬂ 511935 Janu 1639
O — _ Ir:EE & GUFPET----....::”“' Qrintals 8,388 Sll.anre Total Am,.Share
 sion n & Steel Tubes, ungai"‘ Gold Units 185,172 a8 + 93,969 12,587
a0 e 0 . TOEE N S ... Quintals 8,175 6,408 ., , 148,614 45,624
; | . il : : Plates & Sheets : ]_5’314_ 3 -El 512&2 ’ a7
. R A w i et o . 12,098 T 5,378 s
ifig 3 " Tubes, gal..... : 11,315 6 e SRahes 4,928
a‘[ ime Movers & Parts.. IR " & 490 !‘EEE 151?'?5 lllflt?ﬁ
o .Machinery & Parts {ﬂin‘-;:-'i‘ Gold Units El’?{jg 5 19 6,845 : o0
‘Machine Tools......4i /0 . 443.850 . 7 piiel 63,230 4,911
;;:;;Eit & .ﬁ-ﬂcesanria;” o . 55:552 - E:’;gg 575,671 42’951
. ractors g § " ' 66,921 d
i—u'mr and mckﬂ“:‘TrEi]:_ﬁIIlH ! EG,EEE} oy P ?,ggl ?:g?ﬁ
uzur Motor Cars & mﬂaé;:f:"”f Pieces 499
: ':2Egrﬁigca’ﬁﬁriﬂﬂ-..' Bis Gﬂld“ s Egi e e
: entific Apparatu e Units 68,00 150
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: of hﬂd.n R - : 9,394 114,267 '
. ts & Parts.... 97,864 8. 385 ’ 4,471
;! Hﬂﬂm 1.11-1 " st % EE,QDE "T-B,lr;,rg llE’EEE 429
n LR LR i
E ps &- Tﬂ’ D‘riﬂﬂ;,___. Eﬁ;ntﬂlﬂ _ lpﬁ'ﬁﬁ ’&45 lﬁlpfﬂﬁg EE,EE]_
; , conden grams 33, b
2 *lr‘ fi J,k; Bl evavorated - By 56 65,892 24 .
A he: LR AR Gold Units ' P
. 3 r.l . F ¥a. Eg?ﬁ'a'? 7 11.E
_url_ *‘4_'- '{quia-tﬂlﬂ ol . 4?.515 5§92
R E E T 2
el 1 51? 1'
e Eg’“ 500's 37,283 - 908 97,362 - 23,904
. Kilogrems 1,175,855 1,17 39,217 4. 854
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- Kilo = ! 549,02 :
. ”EI:EE _131,;45 o072 106 gaé 10,272
i Egg M 1,331 .
A — : o ’ 1':'
" 60,329 i
” ’ 14,925 13
i iﬁ.:ﬁg 4,939,831 151555:555 A 5%8,445
i mrﬁﬂﬂ’114 _ 4,878 18,839 » 21955
B i 6,898,522 21,869,585 11,78 o
R 1 3,359,239 2,769,103 1, qeey
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Principal Items of China's Exports for Tanuary, 193¢ and 1039, in : e
.ﬂlﬂbriﬁaig trade is a factor, are as follows! _ 23
B o Jan. 198 gen:1939  §
. Commo . Unit Total Am.Sh Toral Am:Shaie §
“Bristles... sasiabbussbabbubabonii Quin‘l'ralﬂ E'Eﬂg ' 891 UE
2,870 614 4,083 {
Bge PowdeXesasssiinsbbbbindibnnns L] E 546 g2 3
" Peathers, IMOKaisleitdasdavaanssss ¥ 1,933 a1 2 556 405 ir
Sausage Casiﬂgs;iu......“.....- 3 : 1,152 - 320 1, 28 34 9473 P
Goat Skins, dressed & undressed.. Yuan 174,996 . .o 220,7 40 67 e
Lamb .%- 1 " " " 16,695 16,695 351,029 540,679 -
Weasel ® " " il " I o E_EE,QEE 215.9'55 1
Walmuts, ‘Kernela,.cscsvensnvsinea Quintals 1,676 WAL 9,766 4,221 +
Peanut 0il..... R I T R " ll,aﬂ? _— 3314?5 E"lll . T
~WodlsBE i . AR, 8, . , T Sl 51,907 2,098 BRI & 65 1
0il, DeouPs Tellow & WaXcasrsesss et 2882 3 3,758 71E K
Sesamum &Ed&mlpliiuﬁliit-illi 2 i l,D'?g 3 Ejmﬂ : m'? u

TEE‘*""""‘** ---- A s e m s R EE o ws " 15,55"'!:' 5,915 E-E-,gﬂl 485

Silk REW"'"‘tiii--'ill-iiﬁlttt- Eilﬂgrmﬂ EEE,B-E‘EI 4195? 4&1,?19 I?E‘lﬂl

COLEON, RaWarsrusasssssnsnasssrss Quintals 28,287 - 3,545 28,706 57

" Wool, Ehﬂﬂp'ia..........“.......... Kilograms 60,893 . 4,792 69,299 48, 347
DI‘EHII Thread & X-Stitch Work..... Yuan 1,207,599 '?EE.'I ,045 2,193,605 1,338,415
Lﬁaa*ﬁtﬁminga.m.............- i 440,038 324,018 918,725 = 562,514
“ﬂﬂlﬂﬂ Ml‘i B T S quiﬂtﬂlﬂ l, 110 -~ 495 . 1,319 ool
LT e e Pt 5wk 5 T s mm m o = FREE L BED 4,730 -—-
ﬂii,!-‘lll!il-l'l'-‘l.llIili ” 5.485 T - e - i |
. m&,ﬂi . re i-';'r':..;; iy BT 14,925 e o 10 .E}E? ===
ITE - Pieces 408,466 159,600 1,019,215 669,208
Yuen 149,408 B3 « < BB -
Gross 37,243 13,378 160,196 40,039
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March 15, 1939.

The Foreign Trade of
corded imports in January :EE %im Region in Jsnus 1939: China's re-
equivalent to US$25,4 mﬂlim“ﬂ ed in value to (Gold Units 35.2 million,
24% over Janua 1938 +» BN inerease of 17% over the previous month,

TY 4 » but only 844 £ .

normel month prior to th of imports in July, 1937, the last
January exports amount de Widespread development of hostilities. China's
Us§z2n. = mﬁlinn Hnu?nz tO yuan 67.4 million in value, equivelent %0
1938, but only about ?ETEEEE of 15% over the previous month, 57% over January,

, t 76% of the exports in July, 197. Of China's Januery
imports, 42% (of which 70% - ' )

& ;.?% G it was from the Japanese Empire) entered North China
06 E’ll a Ft at Shanghai, #% at Hankow and Amey and 10.5% into Chinese
contro {e erritory. Neerly 43% of the imports were from the Japenese
Empire (an inerease of 44% over Japan's share of the trade in July, 193¥),
15.% from the United States (a decrease of 49% from July, 1937), and 6.2%
from the United Kingdom (a decrease of 65% from July, 1937). Of China's
Jenuary exports, 18% went to the Japenese Empire (m 12% increase over July,
1.93'”' 24.4% to the United States (a decremsse of 43%), and 6% to the United
Kingdom (a decrease of 7l%). The evidences ere that there is a substantial
unrecorded trade movement between Japen and the "occupied" areas of China.

The latest available figures for the trade of Manchurie indicate im=-
ports for the first 10 months of 1958 as valued a3t the equivelent of US$L97
million, of which 77.7% were from Japen, - only 8.14% from the United States.
Hong Kong's January imports were 54% below January, 1953, but about the same
as that for the qﬁﬁfmﬁ;n 1956 and 1957. Hong Kong Jenuary exports WeTs

- ‘anuary -
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R R R R
= Rates for Conversion Purposes

ion of the four currencies mentioned in this
es for Januery snd Februery, 1939, mry be

1939

'-'a__ ’_ 18 “_Febrlll’-

 UR€0.16528 US$0.1594 (Open murket interbenk
kT - selling spot rates)

B¢, s000 (Officicl stsbilization

rates for export trads

- yaluation)

g US$0,7207 (ChinescMeritime Customs

- : average for trade valuation)

0.502% US$§0.4825 (For ‘mport duty pay-

1 ment computstion)

> - Us$#0.273 (Amcricen fensulate

- General, Harbin)

g1 US$0. 2891%(American Consulate
e . Generzl, Heng Kong)

*Estimated

-
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) A. Bland Calder,

. heting umsrcicl Attache.
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