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SECTION ¥, SUMMARY OF FAR BAST TRENDS AND DEVELOPMENTS

8 efforts to “orankwup™ the Japanese economy have begun with the
rassage of pertinment Congressional appropriations snd the grant of oredits
*y a UB banking syndiocate, These sotions are primarily designed t- stinme
wWinte the Japanese textile trade (page 8),

Anti-US and anti-govermient agitation in China may place in jeopardy
thé US/China Treaty of Friendship, Commerce and Navigation. US-Sino
mogotiations for a bilateral agreement on the China Aid Progrem are purw -
suing a tortuous course (papge 4).

Conf'liots appear to be developing between TS economioc interests in Sism
and the US sponsored racovery program for Japan (page 4). ,

The Tnited Nations Temporary Commission on Korea (UNTCOK) may refer the
question of formal recognition of the new Korean Natlional Assembly to the
September meseting of tho UN General Assembly, The US and China are attempt.
ing to seoure early recognition of the regime by UNTCOK since such action
would serve to emhanoe the prestige of the new govermment (pege 6)e

While 1t appears that the fighting in the China oivil oconflio%t was not
on the grand soale reported by Nationalist spokesmen and the press, the most
severs natiomwido oconomic orisis yet to appear was set off by the armmounoced

NORE ¢ , In sucoeeding sections of this Weekliy, the following marginal
notations aro uead:

(1) Double asterisk (*¢) — placed at begimming and end of
informaticn based solely on "S/S distribution”® series,

(2) Single asterisk (*) ==to flag item containing "S/S distr-
bution” series,
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SWMARY (oontinued)

fall of Eaifeng. Discouraging military, political and economic news added
impotus to chaotic conditions on all oonmodity emd exchange markets (page 6).

Although the Dutoh reactions to the proposals of the US-Australian
Delegations ars generally unfavorable the presentation of the proposals at
thle time, as well as the postponement of US loans to the Netherlands Governe
ment, appears to have forestalled the resumpiion of widespread armed clashes
between Dutch and Republican foroes (pagemgg.

Shawdown on Burma's leftist unity program expscted 1 July meeting (page 8).
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SECTION 1I, DEVELOPIERTS IN SPECIFIED AREAS

SHMRAL
mm b0 aid the rehabilitntiem of Jepanszo cooncRy

Theee oteps Lave been takon by the U or US interoste in tw mowth of A
A o aid in the rehabdlitation of the Japanese soomonys (1) the ecrtablish.
iy by tho US Conrress of a revelving fund of $150,000,000 svailable %o tin
fematery of the Aruy for the purohnse of ratnral fibers in ‘he U3 for proonss-
La in the cosupled aress, (2) the eppropriation by the W | o S
$3,500,000,000 fund for gowsrmmeant and relief in occoupded arens (GAMIOA), pnrt
dm&uyhtmmdbymmuryof the Arwy to ecomomio rebabilitation
An Japan, Kores, and the Ryakyus, and (3) the final exsontion of an agreement
to provide Japan with $60,000,000 of oredit against the Oocoupied Japan Bxport.
Imgort Rovolving Fund (OJEIRF). .

' The 8150,000.600 revolving fund legislation (mot to be confused with
QJEIRF) empowers the Secretary of the Army to issue wotns for purchese by the

The GARIOA appropriation permits the Seoretaryof the Arsy to detorming
how mich eoconomioc rehabilitation aid should be affordsd Japam, Korea, und the
Ryakyus. The initial request of Congress by the Department of the Army for
this aid was $150,000,000,bat it is estimabed that probably no wmore than -
$100,000,000, 1f that rmah, will be available, about 70 perosnt fop Japen and
30 parcont for Korea. However Qs amount will be supplemsntal to the aotual
rolief funis for Japan whioh will probably amount to about $400,000,000,a sun
simdlar to that spent for rolief im Japan in the last fiscal ywar.

On 6 Juns, SCAP approwsd the formal agresmont for a 360,000,000 credit by
U8 banking interosts to finance shipments of US cotton to Jepan. The oredit
will be made against the fund consig of precicus metale set up last Augymt
to finance purchase of cotton in Japam (See FE/P Weekly 20-26 April 1848),

These aotions have been taken _to‘ furnish Japan with sufficient working

oapital to “crank-up” its economy since Japan has no other means at present
to finance the purchass of +he roquisite raw materials, : ' -
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GENERAL {ocontimod)
US~China treaties and agreements

The US/Chine Treaty of Friendship, Commerce and Navigation signed at - "gY
Fanking November 4, 1946, was approved for ratification Juns 2,194¢€ by the US -
Sepate, The approval inocluded a reservation regarding copyrights, and the
Nanking Embassy has been asked to ascertain if the Chinese Govormmont is
prepared to exchange ratifioations of the Treaty, including the Somate
ressrvation. The US deeires that this aot be aoccomplished by tho Chinece
Goverrment Executive Branch rather than through the legislative Yoan, There
is a fear that, in view of the present anti-Amorican and anti-government
agitation in China, the whole Treaty may be placed in Joopardy if referred
to the newly eleoted and independent minded legislative Yuane

The Sino-US negotiations for a bilateral agreement on the China Aid -
Program, scheduled to be signed on July 3, are pursuing a torbtuous course,
with the US trying to nail down the Chinese Goverrmont to specifioc controls
and underteldngs, and the Chinose Govermment secking to avoid suoh definite
25X6A commitments as "undesirable and unnocessary.®
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EOREL

A decision concerning the formal recognition of the Korszan "National npe
Essenbly™ and the poverment to be jormed by it may be left to the UM
Uencral Assenb (ﬁﬁGA} ty the UN Temporary Commission on Korea (ULTCOK)e
A% present UNTCOK is reported to be split on this quegtion with China,
El Salvador and the Philippincs in favor of granting official recognition
while Austraiia, Canada and Indis are opposed. The French reprosentative,
who had apparently favored a Frilippine-proposed resolution gramting for-
mal recognition, is now reported to have given indications that he will
abstain if the resolution is put to a vote. The Chinsse goverment is
endeavouring to persusde the Indian goverrment to change its position
while the US is making representations to the French Foreisn Office., How-
ever, the Indian goverrment has irndicated that it prefers to wait for an

- UNGA decision, and if Syria should again participate in UNTCOK activities,
its attitude would probably be unfavorables to recognition. Hence it is
possibla that UNTCOK will ba deadlocked on the guestion even if the French
delspate should support the resolution. If UNTCOK contirmes to refuse to
grant more than tacit de facto recognition, the prestige of the Koresn
Assembly ond the stabiIIty of the future Korean Govermient will be {mpaireds
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attested to by a series of aerisl flights over Changclun, Truyang, esnd
Xaifeng which were made by both Eadassy officials and civilian travellers.
At the very time that the press was filled with reports of bitter fighting,
heavy casualties, extensive artillery barrages, and cities envolopsd in
flames, thess aye vwitness accounts failed to reveal amy fighting on the
reported scale and led one major nows agency to make the not completely
umrarranted observation that both sides fight hardsr on paper than eny-
vhere else. This may be at least partially the result of incorrect and
incomplete information received bty supreme Nationelist hesdquarters in
Nanking. Feld commandere evidently report all contacts with the eneny,
however minor, as major battles. Furthermorg indications are that supreme
commend orders receive only that degree of compliance which Nationalist
fisld commanders cars to give them, The Commmists, however, comtimue

to maintain their military ascendancy despite certain difficulties besetting
their continued expansion.

e most gevere pation-wide economic orisis vet $o appesr wee set off "AY
by the announced fall of Kaifeng to the Commnists. Discouraging militery,
political and economic news added impetus to chaotic conditions prevailing
on 8ll commodity and exchange markets. Shanghai went on a buying apres
last Saturday (26 June) as ths Chinese dollar depreciated 1007 in 48 hours
to CH $5,000,000 plus for US $1 on the blackmarket. Rice prices reacted
slower, but reached a reported new high of CN $18,000,000 a picul on
Saturday (26th). XNo single cause sppears completely responsible for this
new decline. The following are cited as contrituting factors: (1) growing

of Communist military strength in Central China, (2) dumping un-
limited printing press money in lesding Commercisl centers, (3) ineptitude
in all phases of the administretion, (4) increasing inabllity of the
government to administer sffective economic controls, and (5) rusors that
Chiang Xai-shek had been takean into custody at Sian.

The Shanghgi Market.
m.m;mum Wholesale Price of Hiee
Qfficial "open” Blackperket ___per 172 )b picul
This week (25 Jun 48) CN $480,000 CN '$3, 600,000 CE $15,500,000
Week ago (18 Jun 48) 480,000 2,100,000 10,100,000
Month ago (25 May 48) 480,000 1,250,000 6,700,000
Year ago (25 Jun 18) 12,000 50,000 480,000
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hina Con N e de *p*
Iallreoad contirmned but ohiftod to that aectlon of the linp aonthuost of
the coal port, Chinhuangtas. This latest serieas of comparatively smell-
scale attecks has kept this important line cut almost continuslly over the
pest several weeks. Commmist columne of Fieh Tung-chsn, which recently
have seen action slong the Peiping-Suiyusn snd more recently along the
Peining-Mokden railveys, have wvheeled westward, assaulting the Peiping-
Ciengteh 1line south of Xupeikou Pass and attaokinc Kupeikou. Later pressure
fros dationalist reinforcements has apparently eased the situation in both
places, Except for the contimusd siege of Changclmn by second line Cosmmunist
Sroops, the Manchurien front was quiet with Nationslist commanders unwilling
to commit their troops and resources to offensive action and tha Communists,
s0cording to some reports, afflictsd with a real or potential pimch in their
food supply. In Homan Nationalist troops, &s expected, have reportedly re-
ocoupied Kaifeng following a Commmunist withdrawal, The Nationalists now
claim to have surroundesd about five Communist columns in the area south of
Xaifeng, but in ths past the Communists have invariadbly droken out of such
snvelopments. Along the Tlentsin-Pukou in southwest Shantung the Nationalists
say they have regained Teian, dut adwit that the Commmnists have breached

the defenses of Tsuyang.

ne DT Rat > 03 8 CAnerea B81NG
ko liberelisze the base of his rogime was agein evinced last week wvhen he
ntmed Chen Yi governor of Chekisng and Ta Li-ming deputy chief of the
Central China Bandit Suppression Neadguarters. Chen, who gained widespread
notoriety for his malevolent peculations as governor of Fukien and then of
Taivan, is an old-line follower of Chiang Kal-shek; Tu's osrpsibagging
regime in Manchuria as well as his profeesional incompetence are held to be
one of the chief contridtutions to current Nationalist troubles in the Horthe
sast,
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SECRET

i (cnc) in Indonesia haa dismissed the US-Austrslian
Delegationa' proposals for a future federal strusture in Indonesia by
refusing to discues them,** there are now indications that the iletherlands
Government at The Hague is earefully considering the proposals and that

it may react favorably to a few of the recamendations contained in the
Joint paper. Representatives of the Netherlands Embassy in Tashington
have expressed their views on the subject to the US Department of State
and have protested that Netherlands sovereignty during the interia period
would be limited considerably more under the new plan than it had been
under the January 1948 Renville Agreement.* A flat rejection of the

Joint working paper of the US~Australlian Delegations would confront the

NCC with the difficult problem of arriving at a satisfactory basis for
further negotiations, The problem of the GOC still remains that of pro-
viding for Netherlands sovereignty until that sovereignty has been
transferred to the United States of Indonesia and at the same time insuring
that the Ropublican Government receives fair representatién in both interinm
and federal govermments which are envisaged for Indonesia.. It would appear
that the presentation of the !'S-Australian plan at this time as well as the
poatponement of 'S loans to the Netherlands Government has forestalled the’
resumption of widespread armed clashes between Duteh and Republican forees,

PURIA

Showdovm on leftist unity pro, ted 1 July. Burma's future "B
political algnments may be dec at a July meeting of the

Supreme Council of the Anti-Fascist Peoples Freedom Learue (AFTFL), the
directorats of the coalition political organization which sponsors the
present Burmese (overnment. A governmental crisis, which was precipitated
by Prime “inister Thakin Nu's announcement of a leftist unity program and
his retirement on 20 July as Prime %nister, will probably reach a climax

at this meeting in the expected showdown between the Peoples Volunteer
Organization (PV0) and the Socialists (the two strongest elements in the
AFP"L). The opnortunistic PVN whish the Govermment fears may join the
insurrectionary Communists, has refused thus far to support the Government!s
leftist unity program, The Prime 'Hinister and other elements of the AFFFL
appear to be concerned about reaction in the UL and US to present trends

in Burma, and have attempted to explain that they advoocate only a neutral
course, However, the showdowm at the 1 July mseting and a possible defection
of the M0 from the AFFFL, increasos the 1ikélihood of more political
violence favorable to the Burmese Communists,
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