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GENERAL COMMENT

- Two outstandlng developmenfs during ‘the. past ‘month forecast & possible
reorientatlon of U, S. Governmental policy with regard to Japen and China, which in
turn, over & period of time, may prove of considerable significance to American
businesse They are, flrst, the approval of the Foreign Assistance Act vhich in-
cludes provision for $463,000,000 of gconomlic and military aid for China; and,
second, the departure of e top~level group of U. S. government officials and indus=-

trialists to confer with General llacArthur on Japanese economic and export problems e

The flrst development is significant because it may be antlcipated
that through the medium of the bi-lateral agreement which is a prerequisite to
implementing the assistance prograem, and the subsequent projection thereof, terms
and conditions may be stipulated and carried through which could serve as & vital
force in redctivating private enterprise in China, particularly in relation to
procurement and distribution of program items e

The second development is signlflcant in that-it has brought into
focus the concern of Americaén business with regard to the general economic drift in
Japan under SCAP direction ahd control, and also because it undoubtedly preseges a
revemping of some of the more restrictive directives and ‘stringent control regula-
tions which, it is held, have been hempering Japanese recovery. There is & growing
tendency toward relaxatlon of the rules preventing the Zaibatsu from participating
in business in the futures Recommendations are also being made to our government
from & number of sources favoring a cut in the reparations program.

Thus developments in both China and:Japan over the periof of the next
several months should present possibilities for strengthenlng the position of
American private enterprise, providing business in general takes advantage of the
opportunities presented it to do soe :

The current annual budgets for India and Pakistan and the general
1egislet10n in those areas indicates a:definite swing to the right and an alignment
with the phllosophles of the liestern nationss The export and import trade of the
Phlllpplnes continues at an all time high and the temporary break in the copra
market is being overcome by increased govermment purchases under the various relief
Programsae.

An Interim Govermment has been set up in the Vetherlands Indies and
it is now planned that the United States of. Indonesia will come into being on
January 1,,L 1949, There are indications that the Republic will join in the United
States of Indonesia and in the meanwhile hostilities have virtually ceased, A rapid
recovery in the trade of the Indies is forecast and it is expected that large-scale
orders for machlnery and consumer products w111 be placed in the United States.

S Cenditxons in other countrles of Anie, with the exception of Chins,’
are reported to be relatively stable and although trade restrictions are stringent,
United States' trade with these areas in many cases continues at above pre~war levelse

°
. s .
H "

' CHINA

The "Foreign Assistance Act*'provides for economic and miiitary aid
to China in the amount of $463,000,000, House and Senate Bills differed slightly,
but in the compromise bill, the conferees agreed to provide §338,000,000 for
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economic assistance and {125, OO0,000 rbr “arditlonal aid" on such terms as the
President may determines The presumption is trat this*latter amount will be util=
tzed for & program of military aid. . The amcunt earmarled for econamic assistance
is further .reduced by a provision naking available not less than B% or more than
104 for d-rural mgricultural .and educational program under joint Sino-Amerlcan
ausprcesqs ‘Thus the prospeots are that slightly over $300, 000,000 "will ‘be available
for a 1l2<month program of economic assistances Eyen-the avaiiabillty of this '
amdunt, however, wust await-action by the Senate and House. Appropriatlons Commlttees-
Meanwhile, '§560,000,000 has been advanced by the Reconstruction Finance Corporatxon T
for the Chxna program pendlng authorization of the full amount, -
Developmont of the Ghina program is temporarily in the ‘hands of the
Department of’ States  With the appointment of Nr. Eaul Hoffman as Adminlstrator, -
it is anticipated that- this responsibility: wiil be .transferred to the agency which
he will head as soon as:it is-orgenized. Representatives of the Council are parti-
cipating in & confersnce with the Deputy Administrator in the Department of State
charged with current responsibility for developing the China assistance programe
A speeial bulletin-giving esuch details: as are currently avallablp o, the program
will be dlstributed to memhers sbortly. : Lo

ey e
v

Downward SpiT&l of - Ghinese Dollar Contlnuea' Naw Currenay Rumouradc “The value of'”’
The Chinese dollar continued.fo.decline steadily.in karah in spite of reports of a
substantial loan- from the:Umited States and the relatively tight money mhrket in”
Shanphed” during the latter part oft the month By the end of Harch the black market,
rate of the Chinese dollar was CN{620,000 to US§1l and the. offigial rate wa.s ralsed
on March 17th to CN$255,000 to US{l. Early in April, however, the black market
#alue :bf the' CN dollar was reparted to rave risen sopewhat and to be around
CN$450,000~U8§1e - Reports from Napking indicate that the issuance of a new Sun
currehcy may be announted to colrncide vith any large. scale loan from the Unlted
States. No official confirmation of these reports hns been made, hcwever."

Goverdmeht Asgets lay be-Used to.Stabilize Currencys It is reported in both Shanghai
TR NEnRing That the Sitate Counoll has docided to plece US§400,000,000 worth of
Goveérmment assets at the-disposal oﬁ*tbe.centnal«Bank of China a5 an addltlonal
reserve for the .Chinese currency. About half of the stets would come from the
Chine Textile .Company: 100 million from-the China Herchants' Steam Navigation Com=
peany and the remainder from the National hesources Commission and Japanese
repar&tlons.

Central Trust Re#umes Buying far Export: The Governmenﬁ of Chlna through the
Tentral Trust began to. apgalin buy up.native -foods £or export during Ma;ch. .Sub=
"stantial,quantities of tung-ail .and frozen eggs. have’ glready been. plrchaséd for
shipmenty - lthen the adjusted and- fluetuating open market rate of exchange for
foreign currency wes ingtituted last. November, the. Centzal Trust . supposedly ceased
buying poods for export, but the wide difference between the official open market
raté and the black.mawket-rate has prevented the incyemse in exports which it was
_hoped would result from the lznrexohange ragulations. ) .

LI
e

Ue S.-China Trades Ernorts to Chlna from the United Stnteu during the month of
December showed & considerable increase over November levels, and totalled
$18,675,563 as compared with 715,418,319 in the previous month, Imports from China
showed an even greater incraase, r1sing tb $14,166,445 from $8,434,229. largest
increases appear in vegetable oils and ores and metals.
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Goods to be Subject to Purchacet . Under Press Notification Nos 22 of the Export~
Tmport Board, it is announced that "in sccordance with an order of the Executive
Yuen suthorizing commandeering of commodities in conformity with the General Mobile
ization Law of the Governmment, the following Registered Unauthorized Imports without
Foreign Exchange Provided; having Arrived or been Shipped, shall be subject to
purchase by the Central Trust of China.as from February 18, 19483 punny bags; medi-
cines, drugs, and medical substances, compounds and preparationss other manufactures
of Indid-Rubber incliiding tires for motor vehicless trucks; jeeps; galvanized iron
wire (gauges Nos. 10, 12, 14 and 16); field cables} telephone station, telephone
switchboard, telegraphic apparatus; wireless transmitters; telegraphic receivers,
trensceivers, vacuum tubes, headphones, and spaere parts," '

Pact With Macao Limits Exports: A financial agreement signed by China and Macao

in earily harch provides that re-exports or transshipment through Maceo of Chine
Exports will be permitted only if evidence can be presented showing that exchange
derived from such exports has been sold to sppointed banks in China. Import or
export of Chinese currency notes in excess of CN%5,000,000 will elso be prohibited.
This agreement which is much similar to that concluded between Hongkong and China
earlier this year is designed to prevent smuggling of goods in end out of Chinas

New Incame Tex Schedule Announced: The Shanghai Municipal Govermment has published
The Wow Thoome Tax Sonedules Tor 1948 in accordence with an official notification
from the Executive Yuan of China, This schedule is subject to periodic adjustments
in view of the constant changes in commodity prices and in order to avoid the
necessity of frequent revisions of the text of the Income Tex Law itselfs Along
with the revision of the tex rates, the minimum taxable income levels have also
been raiseds  Members wishing to receive a copy of the current tax schedules,
including the lowest taxable income levels, as authorized for the current fiscal
year should contact the New York office of the Councile

HONGKONG

General conditions in the Port of Hongkong continue favorable to
trade. Business is good and the political situation is. quiets The open market rate
for Us. S« Dollars late in llarch was quoted at about HK{$5.90 to US$le Coconut oil
hes been added to the list of exports requiring submission of 100 percent of
exchange to Govermment Controls At the end of 1947 the list of commodities which
could not be exported from the aolony to non=-sterling countries, exclusive of Chins,
without the surrender of all or part of the exchange created by these exports in~
cluded pepper (100%); rew rubber (100%); lambskins (karekuls) and rabbitskins (100%).
diemonds (100%); desiceated. coconuts (100%); wood (tung) oil (25%); silver (25%) 3
end tin (25%)s | . R , L

Surplus of Certain' Import Items: Although trade.conditions are generally . good it is
reported that there 1s & temporary surplus of heavy chemicals, foodstuffs, and a few
Tuxury items in Hongkonge These temporary surpluses are frequently caused by the
Jbagking up of goods destined for China but which ere not permitted entry into
Shenghais The. recent financial agrezement with China has, of course, aggravated

this situation. '

1947 Trade of Hongkong: . Hongkong's foreign trade in 1947 rose 60 percent over 1946
In terms of declared value, Total imports for the year were valued at HE$1, 540,000,
000 and exports at HK$2,216,000,000. Of that total the British Empire mccounted . -
for imports of HK{444,000,000 and exports of HK$358,000,000; China for imports of
HK$379,000,000 and exports of HKE265,000,0003 and the United States for imports of

K298, 000 ,RBFroved PoroRERE BBH1/iw7C I RDP80-00926A000200030015-2




- . N -
- .- ’ .' ) )
. -

Approved For Release 2001/11/21 CIA RDP80 00926A000200030015 2"

- 4 A A e "; by

-U. Se Tradez Exports to dongkong from tha Uhited States showed little
) Cembor from their November levels, .equalling $7,481,428 in December as
* '%%mmaréa with 7,832,768 in Novemberi Principal items of export were coal ter
Acprdduvty,’ paper, netal - prollucts and tobacco. v i SR

R CREI G .
‘ﬁebt'ﬁvgislation to be Considered b Hon kon LeEislativc Councllz A b111 has been
arawn up for the purpose of lifﬁing tﬂ ﬁesf moratorium in the Colopy by esteblish-

ing, the basis for legality of debt payment during the occupation. The mein features
~of the bill'deal with the discherge of prewar debts during the occupation and debts
indurred during the occupations According to trede sources in Hongkong, discharge
‘during the occupation of prewar debts which were payable during ‘the occupatisn or
due before or during the occupation are gererally considered valid. However, pay-
" ments iiay’ be revalued whi¢h wére made in occupation currency under duress; in cases
-where the payment was not due or demanded at the: time of payment} or where- payment
due or demanded was not made within thres months. Payments during the occupation
of debts incurred during the occupation are considered valid. The table of values
-of mllitary yen in terms of Hongkong dollars which will be used in connection with
debt settlements varies ‘according to periods From January through December 1942,
. 1,000 yen equal HK$800; from January through ipril 1943, 1,000 yen edual HK$600;
from May, 1943 to May, 1944 ‘the value of 1,000. yen ranges.from HK{560 to HK$120;
from ¥ay, 1944 to. iay, 1945, the rate is from HK$120 to HKL163 and from llay, 1945
to July, 1945 the value covers a range of HK{12 to HK§4. :

t;

JAPAN

During the past month the regulations surrounding private trade with
Japan have been further loosened and postal regulations are less stringent than
previously, Comprehensiva figures on Japanesg trade and industry for the year 1947
have been made available by SCAP and indicate a fair degree of recovery in many
fieldss. The Secretury of the Army has recently released a summary of a comprehen-
sive report submitted on the subject of Japanese reparations, indicating that if
Japan is to recover her economic independence it may be necessary teo curtail the
proposed reparations program and maintain much of the plant equipment in Japan that
. was previously scheduled for shipment abroad, . Qetails of this report are included
in the enclosed Japan Bulletin No. 14, : :

Postal Regulations Liberalizeds Effective February 26th regulationg covering air
mail, regfstered mall, trade samples, parcel post, books, newspapers and other
periodicals were liberalized to afford Jeapan greatly expanded international postal
service, The new regulations will allow majling of books, mewspapers, magézihes
and other periodicals from Japsan to all countries of the world; use of air mail to
and from Japan for all matter authorized for transmission by regular mail service,
except parcel post or relief parcels; registration.of all matter authorized for
transmission’in the regular mail service to and from Japan; mailing to and from
Japan of trade samples too heavy for the lowered sample postapge rates, as parcel
post under a weight limitation of 22 pounds; mailing to and from Japan of ordinary
items of merchandise in commercial quantities within a weight limit of 22 poundsa

. £11 parcel post packages mentioned above must be accom anled by a certified.or
photostatic copy of a license validated by SCAP permitiing the importation or expors
 tation of the items involved. This license must be enclosed in the package .and the

* words ‘"Import License Enclosed" or "Export License Enclospd" and the statement
"This package may be opened for customs inspection" must appear on the outside
labels In addition a customs declaration must also be enclosed in parcel post
packages.
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- Ua S¢-Japan Trade Exports from +he United States to Japan during December were
14,519,566 ofﬁwhlch 13,291,875 con31sted ,of raw cotton, Imports 1nto the United

uuuuu

manufactured goods, and zincsy ThlS represented a substantlal 1ncrease over November
imports from Japan of $2,524,263,

N

......

Cotton Credit Negotiationst The proposed &60, OOO 000 cotton credit for Japan for
The purchese of Americen cottonm.is still under actlve ccn51deration by the Export-
Import Bank and the three private banks who are to extend ‘the loans This loan, if
approved, will provide assistance in the amount of 29 million from the Exporte
Import Benk ahd 31 million from the National City Bank of New York, the Chase
Netional Bank, and the Bank of Americea.

Rayon and Cotton Expanding:s SCAP is attemptlng to enqqquge the rayon industry of
Jepan by lilberalizing regulations and it is now ahnounced Jthat traders, formerly
limited to 100,000 pounds of rayon yarn per month, may now order 300,000 pounds per
month., Trial orders of filament yarn will continue to be sold in quantltles es low
as 5,000 pounds. Orders for staple fibre and rayon fabrics may now be placed
through the Newr York Office of SCAP which is located at 292 Madison Avenue end
febrics. and price lists may be examined at that offices BSo far the quality of the

Japanese rayon coming in has. been reported to ,be lowy

Steps have been teken also to place more responsibility on the
Japanese Govermment's Board of Trade in the marketlng of ‘cotton goods. Buyers of
cotton goods may now contact the SCAP Few York office which in turn will contact
the Board of Trade, or the prospective purchasers may negotiate directly with the
Board of Trade or individual manufacturers .or agentg in Japan. Japanese cotton
goods are nOW'belng brought -into the United States for use in this country for the
first time since before the wars By e]lmlnafing the requlrement for & surety bond,
gueranteeing re-export of cotton goods brought into tbe United States, SCAP has
opened the way for unlimited quantities of Japanese fabrlcs to be brought into this
country for consumption and use heres .
Japanese Fconomic Statisticsi As indicated above, the Economic and Scientific
Section of SCAP has compiled detailed figures on the amual production of Japanese
industries for the calendar year 1947, A summary of the monthly averages of these
productlon flgures appears below in comparison with 1940 monthly average figures.

Al

1947 quthly Averagq,lago Monthly Average

.....

Coal..oa......-..-...-.---.... 2,269;006 -‘1 4,067 OOO metric tons
Coke..l'lijtoogqnleciv.!l..ll 154 000 . 562, OOQ metric tons
Lignite..c.--....-....-....... 2%2 OOO’ ... 23’000 metric tons
Pig Irofsessessvasscrssearavea 30,000 . 291,000 metric tons
ACrude Steel..-;..-.-...c....’. 79 OOO i .571,000 metric tons
Forro=alloySeeesseasssssseerss X 1 004 = . 12,141 metric tons
Cruds PBtTOlGHMoQ’w-pgnitctooo . 16 827 e 27 008 kiloliters
Alumlnum...o..»...........‘... 987 .. n.a,

Refined Copper.....-.......... 3,068 o 7 819 metrlc tons
Refined Leado..-.q....-..-.... 697 ) 1 522 metrlc +tons
Refined ZinCesssssessseseocnns . 1,236 | 4,864 metric tonms

Agricultural Implements

PlOWSqqoo-ao.ooolcl.‘otd'onoﬁu 20,158 32;881 units
HOGS&!Ioooa-onn-n-nou..oo-o'.. 58;514 96,513 units
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" Barthescattering” ScoopSessasse

1940 lonthly Average

1947 lionthly Averasg

Wbeders...............g.-....-'

bek3'l9.00|o000000!'!0!00000.
Sprayers.-....'...............
Siqkles‘0500000"Q0|o‘l.to.'t.
‘Threshing H&Ghinﬁstn.otlv;tito
Rice Hullertscassoassoasscssvves

-

Railway Rolling Stock

Steam LocomotiveSssssssevsrsse
Electric ocomotives....-.....
Passenger CBISaosenasacnsrsnsne
. Frelght carslatouuouoooo-a-ao.

Industrial Ro1lling Stock

Steam LOCOmbtiVSS-..;....---t.
Electric Lécomotivés..',o-..oo
Battery Locomotivesestseerenne

. Gasoline LocomotiveSsessssesns

, ' Frelght Cars......--.........-

' Motor Vehicles;

Truck Chassis.-...o~o-.--n.--o

i Btandard Size Cars............v

Smell Carsssecsceeesacecsnscass

. Blectrlc Pars...-.’.........-._

Three Wheel Cars..-.---..-..--
Hotorcycles and Socoterseeecee

‘ M&Chinﬁ TOOlSoo.oaoco-o.---ooo-oh

Household Sewing Machinesasseeses
‘Industrial Sewing MachinoSescsss
"WﬁtChesangoc...oi;oouno.-noocqo-

CIOCksoooOOoooooloo-coou-c-onaoy
Sulphurlc Acideserasersosesanesne

SOd& AShotoocon-o-ocu--uco.-nouo

. Caustic SOGaiu..tuon...-...--s..‘

’Salt.;..-...a..;-..........--...
‘Ammonlum Sulphate..o..........-a
CaICIum Cyanamide...--.-..-.i.-»
“" Calcium Superphosphatesesecesises
o Industrial Explosives......-ioo.
“Calcium Carbldocscesossasseceinas
faper..o-..-....................
Puipoill’tonéu.000.!.&50'0003010
' M&tCherO~.l‘-tco.-otyooonto-l.c
‘Vheat fiour......-.-.........-oo

1
2
2

9,450
5,884
5,717

9,496
341,730

1

2

1,555 °
2,026

0

78
72

15
16
682

774
4
137
79
619
168

478
5,760

848
7,716

103,885

*°8,616" °

123,962

3,168

“11,676"
' 60,082
14,594 -

"69,078

020;036 LA

2
2
14,985

«m

64,083 "

830" "

6,368
6,048

LR A

17,833 units
35,836 units
24,433 units
6,174 units
985,615 units
15,696 units
1,361 units

6C units

2 units

. ..87 units
712 units

6 units

2 units
7 units
31 unitse
562 units

3,029 units
133 units
224 units

18 units
~640 units
" 34 units

4,842 units
6,433 units
0 units
145,584 units
65,750 units
262,123 metric
49,683 metric

Tt 734,200 metric

*c 53,028 metric

TT7°7 92,417 metric
"7 16,083 metric
"T°77136,667 metric
Tt 25620 metric

29,746 metric

tons
tons
tons
tons
tons
tons
tons
tons
tons

119,346 short tons
**" 58,834 short tons

*** 35,5662 match tons

81 261 metric

FEE )
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1947 Monthly Average 1940 Monthly Average

Textiles
Pt - . . - -
R&W Sllkolvtltvo.o0000-0--.0-0 o 9,287 - 55,400 bales of 132 lbss
.-Cotton Yarhesesvesseesssononas - 22,434 76,368, thousands of 1lbs,
Worsted Y&rn.....-...---...... ' 515 ‘ ‘ ‘ 3,188 thousands of 1b5.
Woolen Yarhusesssssccescssoncs 1,674 4,233 thousands of 1bs,
Rayon Yarn-;..---oouooocnuoo-. 1;563 ) 18,008 thousands of 1bS.'
. Rayon Staple.............-...n 1;562 23)818 thousands of 1bs,
. Cotton I‘abrlCQtooo.uugontb..ln ) 55;'192 C 218’667 thousands Of Sqi:ydl
. Woolen and Worstedssesscevesss ' 1,761 6,305 “
Filament Rayon FabriCesesssses 3,852 : 52,637 "
Spun Rayon Fabriceessssseesess 2,670 37,575 "
’ " . o .
Sheet GlaSSesssvssaseccnrersaasss 97,494 © '297,537 cases of 100 sq.ft.
Polished Pl&‘te Glass..t-ooo..oqo. - 363 2',325 "

Cemen'b.--..-..--,...-‘u......'....... 102 500 thousands of
' ' ' - metric- tons

FPHILIPPINE ISLANDS

The copra mark et vhich recorded a drop in February -back to a price
of about $240 per shdort ton recovered rapidly in March to more than %300, This
increase is accounted for by reports of increased government purchasing under SCAP
and under the European Recovery Program, Hemp priceés failed to recover so quickly
but here again the increased govermment demands will tend to keep the market steadys
Flour supplies in the Fhilippines are still low and the Government is commandeering
20 peroent of 1mports from the United States and 50 percent of the imports from
Canada. There is still a marked shortage of building materials and petroleum
productse. A black market is developing in these items in spite of govermnment -
efforts at control it is reporteds :

February Copra Shipments Record Sharp Drops Copra exports from the Philippines
declined 22 percent in February from January levels and were 29 percent below
February a year ago, Of the 63,148 long tons moved last month, the United States
réceived 47,148 long tons, Other shipments included 7,250 to the United Kingdom;

- T,200 to Yugoslav1a, 6,479 to Switzerland; 6,000 to Austrla, 5,800 to Denmark;

.:4 003 to Canada, 2, 706 to Norway; and 2,000 to French Morocco. Philippine exports
of. coconut oil 1ncreased slightly in February, however, with 3 635 long tons mov1ng
as oompared with 3,140 in Januarye

Commodity Credit Corp. Re-enters Philippine Copra Market: The CCC has announced
that it will entertain offers of FPhilippine Copra FOB the Philippine: port of load-
.ings This is the first time in two years that this U. S. government purchasing
agency has entered into the copra fielde The copre which is being purchased,
hcwever, is to be shipped to Hurope in connection with the European Relief Program
. and is not to enter 1nto domestic consumption.

'I@gprts of Q@ota Items:e Imports for consumption of commodities on which quotes were
prescribed by the Philippine Trade Act of 1946, from January 1, 1948, to February 28,
1948, incIubive, were as follows: buttons, 16,681 gross; cigars, 151,995; coconut
oil, 15,636,414 pounds; cordage, 137,775 pounds; sugar, 62,884,809 pounds; and
tobacco, 85,215 pounds,
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Uy Se~Philippine Trades Exports from the Urmited States to the Philippine Islands
Tn the month ol December topped their high level of November, totelling $40,211,697.
The largest items of export represented focd products, tobacco, cotton and rayon
products, petroleum,products, steol pill produc@ql‘qquﬁgiqgl;maqhinqry and auto=
motive equipment. .Imports from the Philippines in December -wexg )ikewise higher
than during the previous month, equalling {20,640,811, 01} seeds and vegetable
‘fibers wore the chief items of import. ~ g

‘Insurance Law: The Philippine Insurance Law whiéh‘iq,nqw up fqr. consideration is
the source oF much criticism by Americen businesss = The new law would raise deposit

* requirements from 100,000 to 250,000 pesos} wnu{d not allow United States firms any
preferential treatment; and would mek's mandatory the investment of 50 percent of
statutory reserves in securities of the Islandss It is this last provision that has
caused the most oriticism and a second bill has been prepered vhich would provide
for the mandatory investment of 30 percent of the reserves in the Islands. This

has failed to meet the basic objections to the enactment of the. Bill, and negotiations

+are still continuing.

Banking Law: Another important piece of legislation now up for consideration by the
?ﬁ?TTﬁgfﬁg—bongress is a law establishing & Central Bank in the Philippines. Ameri-
can firme operating in the Fhilippines indicate that in general it is felt that it
tries to cover too many contingercies and provides too many different kinds of power
and that it represents a considerable departure from typical patterns of central
banking systems, The propos~d Central Bank Bi1ll will be considered at a meeting

of the Council's Philippine Committee to te held on April 12, : ‘

Rice Crop Estimate: The 1947-1948 rice nharvest of the Philiprine Islands is now
335?53535*5?’53?3’%han 113 million bushels of rough rice, an upward revision of 5
million bushels over the earlier estimates. The crops -of the preceding year amount -
ed to 107,700,000 bushels end during the throe pre-war years production ranged from
113,000,000 to 117,000,000 bushels, It is the rapid recovery of the Philippine-
agricultural areas which are responsible largely for the favorable conditions now"
existing in the Islandse ‘ T

INDIA AFD PAKISTAN

Conditions in India and Pakistan have been relatively peaceful during
the past few wecks ard there has been an increasing tendency to settle differences
through mediation and discussion rather’ then through armed warfare, Both India and
Pakistan have extcnded the financial agreement with the United Kingdom which limits
the amount of sterling which India may convert intg dollars and tpere are several
indications that the economic and political ties of India ard the United Kingdom
will be much stronger in the future than appeared likely during the early days of
independence. T - . Co i o

In spite of sharp criticisms from radical elements in the Govermment,
the legislation passed so far has been moderate and has made few changes in the
sxisting structure of industry and commerco at this time, India and Pakistan are
both undoubtedly aiming eventually at a socializaed economy buz at present are making
no move toward the sudden destruction of private enterprise, As a matter of fact,
the 1948-1949 annual tudgets of the two countries lighten the tax load on private

corporations somevhat, and public statements of officials in both areas Indicate
that any change made will be gradual and will be based on practical considerations,
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Debate on Nationalization of Industries: The following statement made recently
Tefore the llouse by 83 Nalini Renjen sarker, liinister in Charge for Industry, in
reply to criticisms from left-wing members is encouraging., He indicated that wide-
spread natiohalization of industries is not contemplated in the immediate future
stating that, "the resources in money and personnel at our disposal would not permit
a8 programme of large-scale nationalization as en immediate step. If we concentrate
only on the existing industries with a view to acquiring control over their proprie-
torship, it will not, as meny seem to think, lead to the creation of more wealth and
employment, which is the paramount need of the country today. Even if the entire
wealth of the nation now in exlstence were distributed equally among the people, it~
would effect no noticeable improvement in their conditions of life. On the contrary,
large~scale nationalization of existing industries in the present transitional dtage
of the country's economy after the Great War and the partition tangle, is quite
likely to entail many undesirable repercussions and the very object of increased
production is sure to be thwarted, If there is any illusion in any mind that
nationalization of existing industries is a ready. means to the creation of more
jobs, I must tell the critics at once that it will not be so in the present stage

of .our development." ' : : !

Jute Quota Control Still in Effect: In spite of widespread criticism among jute and
Jjute products exporters in India and consumers in other countries, the Indian
Government hes shown no sign of lifting the quote controls placed on the jute
"industry eerlier this year, Recent statements indicate that the controls are
political as well as economic and a communique issued by the Minigter of Commerce’
states thet "there has been some transfer of business from non-Indians to Indians,
but that was one of the objects of the new scheme", and then speaks of the elimina~
tion from the ranks of the quota holders of those business men who are not genuine
while "those who are in a position to do business will have been given a foothold
and the concdntration of the export business in the hands of a few shippers will
have béen diluted,"

Although the controls themselves are still in effect, en encouraging
note is found in the fact that a representative of the Minister of Commerce has
recently been in Calcutta with a view to rationalizing procedure where necessary and
reallocating to bona fide shippers those export quotas which the holders have failed
to support with the necessary firm orders and letters of credit., It is further
reported that the jute quota to the dollar areas will be substantially increased.

Ttoms ProRibited for Shipment into Pakistan: The Pekistan Government has announced
That Tor The remainder of The I1rst six months of 1948 no licenses will be issued
for the importation of bacon, ham, vegetables (except potatoes), lard, molasses,
confectiohery, cakes, fruit juices, cenned fruits and vegetables, vinegar in bottles
and casks, live animals, living plants, coral, cowries, shells, manufactured ivory,
rubber seeds, fodder, bran, and pollars; perfumed spirits, perfumery, opium, opium
alkaloids and derivatives, fireworks, hides, skins, dressed fur skins, used boots
end shoes containing ho rubber, boot and shoe uppers not entirely of leather; furni=-
ture and cabinet work, except moldings; febrics containing gold or silver thread,
Ghoonsis and Muktekesis cotton braids or cords, jute manufactures, silk or artificial
8ilk socks and stotkings, lace, and embroidery; cement, stone, marble, articles made
of stone or marble, tiless unset precious stones (except dimmonds), jewelry, jewels,
lametta, metallic spangles and similer articles, gold and silver plate, gold or
silver leaf, gold or silver thread and wire, other gold and silver articles, articles
(except cutlery and surgical instruments) plated with gold or silver, chemical or
imitation gold; stirrup pumps, tin or galvanized buckets, obsolete arms and swords
intended only as antiques or for theatrical or ceremonial purposes, and dahs; prints,
engravings, pictures, photographs, picture postcards, postage stamps, rubber stamps,
complete fountain pens, brooms, and celluloid zippers.
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: t will be noted that this is much shcrter than the list of items
prohibited for shipment into the Daminion of Ind{&. :

Export Licensas from India to Pakistan Requireds As of March 1, export of most
commodities to Fakisten from India will be allowed only under a license granted by
the Chief Controller of Exports, New Delhi, and on peyment of customs duty, wherever
leviables 39 Land Customs stations have been established along the frontier of West
Benpal by thé Land Customs Department of “he Govermment of India, All goods intended
to be-exported to Eastern Fakistan or to be imported from Eastern Pekistan will have
to. pass through these Land Customs stations where duty, if eany, will be levied or

the goods allowed to pass duty free under cover of A licenses -

New Import Regulations for Iron and Steel Products: Indian importers of iron and
steel products have been advised by the governmant of India that all import licenses
for certain iron and steel products, issued priar to August 1, 1947, expired on.
December 31, 1947, and cannot be revalidated, -Licenses issued from Aupust l,to
Decéember 31, 1947, vill not be extended beyond the date indicated on the licensey
Applications for import licenses for a number of items for shigment during the first
six months of 1948 will not be considered unless they were received before January 1,
1948, A number of other iron and stecl produots will be curtailed in importation
from dollar areas but mey be freely licensed from non<dollar. areas. Tor “the list of
products so treated, member flrms should- contaet the New York office of the Councile

Ue’ S.-Indla Trades FExports from the United States to Indla and Pakistan during
December increased sharply over November levels, totalling £32,082,474 as compared
with $25,963,100, The chiel items exported included grains and preparatlons, tex~
tiles, petroleum products, metals, electrieal machinery, industrial machinery,
asutomotive equipment, coal tar products, and drugs and pharmaceuticalss Imports.
from India likew:se increessd substantially in Decemter and equalled $21,270,126,
The most important products shipped in terms of value were jute ,and manufactures,
hides and skins, nuts, tee, spices, and gums and resins,

India-Pakistan Cotton Agreement: An agreement has been reached between the Govern-
ment ol India and the Govermment of Pekistan ori the subject of making cotton tex-
tiles avhilable to Pakistsan in exchange for raw cotton for the period ending August
31,1948, according to a press note issued by the HMinistry of Industry and Supply
on March 13, Under the agreement India will make available twelve beles of cloth
and yarns against every twenty bales of raw cotton received from Pakistan, both
cotton textiles and cotton being subject to customs duties in. the twe Dominions,

The Govermment of India have also agreed to make an ad hoc &llétment” of 28,000 bales
of cloth to Pakistan agalnst cotton alrsady recsived in the Dominion. of. Inaia.

- Indlan Cotton Shipmentst As & result o” the ban placed on the - exportatlon from .
Tndia .ol most grades ol .raw cotton, exports of Indian cotton Jdropped to 99,274 bales
in the six months ended February 26, compared with 569,012 during the same-period of
the preceding year, On the other hand tre domesti¢ consumption of .cotton in Bombay
showed little change and domestic cotion stocks remained.at a high level.

Indian Tea Control Acts Cormerce Minister Bhabha introdyced in the Dominion Parliae
ment on Marck 10 & Bill to amend the Indian Tea Control.Act, The Bill seeks to give
official sanction to the interim agreement reached by the Internatjonal Tee Committee
for the regulation of the export of tea snd for the control of the sxtension of tea
cultivations. This Committees, consisting of representatives of the tea industry in
India, Ceylon, and the Netherlands, hes recommended.to the govermnments of those
countries that the existing International Tea Agreement which expired on March 31,
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1948, be replaced by an interim agreemenﬁ for a period of two years from April 1,

or for such time till a régular agreement is concluded, whichever is shorters India
is the largest tea exporting country in ths world. Qut of a totel production of
550,000,000  pounds por year, about 140,000,000 pounds are consumed in the country
afid the balance is exporteds :

Sterling Balance Agreement Between India and Britain: On March 2, Finance Minister
. Chetty ammounced to the Indian Parllament Tho terms of the extended sterling agree-
ment ¢rith Great Britain which will be. effective through June, 1948, According to
the agreement a further 18 million’ pounds will be transferred -from the blocked
sterling account to “"Account No, 1," the existing balance of which will be carried
forwerd at the disposal of India except for a certain amount to be transferred to
Palistan under the Indo-Pakistan agreemert of December. One importent feature of
the new agreement is the limit on convertibility. Under the originel agreement the
whole of India's sterling in:Account Noe 1 was fully convertible for current ‘
trensactions into any currency-including that of the United States, Under the .
_présent agreement, however, ‘India's right to multilateral convertibility will be

" 1imited to the extent of 10 million pounds. (The Govermment of the United Kingdom
is entering‘into separatc agreements with . Pakistons) S '

Tt is further agreed that the Government of India will cooperate with
other members of the sterling ares in.conserving the exchange resources of the area
by limiting expemditure in a number of topritories (including the continents of
North snd South America) to the fullest extent compatible with the purchase of
India's ‘essential needss o ‘[ : o

‘Pakistan Sterling Balancess The financial discussions between the Pekistan and
Tnited Kingdom delegations relating to Pukistan's sterling balences, have been cone
cluded and the financial agreement of August 14, 1947, has been extended to June 30,
1948, As a resultiof this exten&ion, there will be a further transfer of 6 million
‘pounds for Pakisten from the blocked sterling account in addition to the ‘balence of
4 million pounds catrried over from 1947, In view of the worldwide dollar shortage,
however, and the strain to which the Central. reserves. of the sterling area are being
subjected, the Govermment of Pekistan have agreed to restrict their net drawings on
‘the'Central reserves for hard currencies to & totel of 343 million pounds in the
Pirst half of 1948, FPakistan will, of course, have available at her disposal her
own earnings of hard currencies in addition to this amount.

 1948-1949 India Budget: On February 28, Finance Minister Chetty outlined to the
Indisn Perliement his budget for the 1948-1949 fiscal year. Major points in this
new budget included a reduction in the business profits tax from a rate of 16 2/5%
to 10% and the raising of the amount of abatement from Rs, 1 lakh %o Rs, 2 lekhs
or 6 percent of the capital employed, whichever was preater; the reduction of the
supertax; the reduction of the income-tax on companies with an income of Rse 25,000
and below to half the usual rates; an increase in the rate of Corporation Tax from
2 to 3 annas and & provision for the return of one anng.to companies which declare
and distribute their dividends in Indie (this measure.is aimed at those foreign
firms whichspay dividends outside of India); econversion of the export duty on cloth
to an ad velorem cuty of 25% with handloom cloth and yarn exempted; withdrawal of
the ‘ex¢ise duty on betelnuts; the placement of export duties on oilseeds, vegetable
oils and manganese; an increase in . the import duties for motor cars, cigarettes, -
cigars and manufactured tobacco; a levy of 26% as an excise duty on cigarettes; an
increase of the excise duty on coffee and tea, vegetable products, and matches; and
an increase in postal and telephone .ratess : :

RN
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The announcement of this new budget met with widespread criticism
from many Parliament members and from the publics - Buginess had been looking forward
to greater reductioms in corporate taves and other elements felt that the budget
should have provided more funds for rellef purposes and ressnted the placement of
excise duties on a number of items, Editorial comment in India, however, was
generally fevorable toward the Budget and felt that in view of the existing situa-
tion it wms & conservative compromise duripg a very difficult period in India's
economic development, x .

1948-1949 Pakistan Budgets The Pakistan Budget for the coming fiscal year was in-
Troduced &lso on February 28 by Finance Minister Mohammed in his address to the
Pakistan Parliement. The details cof this Budget included; the establishment of a
Refugee Rehabilitetion Finance Corporation with a capitalization of 3 crores of
rupees; provision for a loan for Provincial govermments of 10 crores of rupees for
rehabilitation purposes; the eftablishment of a State Bank of Pakisten with a
capital of 3.crores of rupees, 51% of wfich would be subscribed by the State; pro-
visicn that new industrial urdertekings using power-driven machinery and employing
more then fifty men in Pakistan should, during the next five years, be exempt from
all direct taxation on so much of théir _profits as does not exceed 5% of the capital
employed; the introduction of & Central Sales Tax as scon as practical; the place-
ment of export duties on hides, skins, and cotton seeds and the retention of the
export duty on raw cotton; reduction of undistributed profits tax; reduction of
income tax on compenies with en income of Rs, 25,000 and below to half the usual
rates; exemption from taxation of contributions to charities, etc. and payments of
municipal teaxes on property; increase in Corporation tax with similar provisions
to the Indian measure describec sbove; the conversion of the export duty on cloth
and cotton yarn to an ed valorem basis; placement of export duties on oil seeds,
vegetable oil, and MOngAnese ; increase in import duty on cars and tobacco products;
and withdrawal of excise duty on betelnuts,

Pakistan Notes Not to be Legal Tender in Indias The Reserve Bank of India announced
¥arch << that new bank notes . inscribed with the words "Goverrment of»Pakistan"in
English and Urdu, to be issued ir Pakistan, will not be legal tender in Indie, and
will not be accepted by the bank at its offices, branches, or agencies in Indla.
The existing latest phtterns of Reserve Bank of India bank notes of the denomina-
tions of Rs. 2, 5, 10, and 100 inscribed with the words "Government of Pakistan" in
English and Urdu will be issued in Pakistan from April 1, 1548, and will be full
legal tender in Pakistan,

. Government of India currency notes or Reserve Bank notes without the
words "Govertment of Pakistan" in English and Urdu inscribed on them will, until
September 30, 1948, be legal tender at any place in Pakistan in payment or on
account of the amount expressed therein,

Rnilway Control Extendeds The Indian Parlimment on Harch 19 passed the Transport

M nlster's BLII to amend the Railways (Transport of Goods) Act to extend control for
another year. This move vas necescsary, it vas clulmcd, in order to conserve and
control the limited Transport facilities available in India and to regulate ship-
ments of critical food and industrial items by e system of prioritiess

General Industrial Notes- Freight car shortages continue to clog terminals --- A
shortage 0f farm equipment and large-scale demand for these items is reported ---
Production of peper and paperboard has declined sharply during 1947, totalling only
86,000 tons =~- United Provinces plan installation of two textile mills4 one acetate
rayon plant, two contact culfuric-acid plants, and two slactrolytic taustic soda
plants --= The 1947 flue=-cured tobacco crop in India totalled 56,000,000 pounds, &
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decline from 1946 levels --- Preliminary work on the Remapadesagar Dam by the Madras
Government has been completed ---.Food grain production in India and Pakistan for the
current year shows little change from 1946-1947 levels --- Substantial quantities

of steel and rails are being purchased in this country.

-

NETHERLANDS INDIES

The Dutch on March 9 formally installed the:Interim Netherlands Fast

Tndies Govermment and renewed the invitation to the Indonesian Republic to join.
The Interim Government will finction until the establishment of a United States of
Indonesia and January 1, 1949, hes been set as the target date :for the inauguration
.of this goverrment, Conditions in the Indies are reported to be steadily improving
although foreign trade will undouhtedly be closely controlled by the Govermment for
a considerable period of times Many of the functions of the Netherlands Indies
Govermment Import and Export Organization which was dissolved late in 1947 were
taken over by the General Import Organization which has financed the purchase of
such important items as textiles, foodstufls, bulk goods, sundries, fertilizers,
and chemicals, :

According to foreign exchange regulations announced on January 1,
1948, importers must obtein en import declaration from the Bureau of Supplies to be
submitted to the customs officer at the port of entry before they can take posses-
sion of the goodse. No goods shipped aft~r February 29, 1948, will be permitted to
enter the Netherlands Indies without en import declaratiom, with the understanding
that any shipmsnts coyered by a foreign exchange permit will be permitted to enter
until April 30, 1948.

Us S.-Netherlands Indies Trade: Exports to the Nctherlands Indies from the United
States during December totalled $5,852,663 and consisted primarily of foodstuffs
anft automotive equipment, Imports from the Netherlands Indies were valued at
2,345,229 of which rubber and tin were the largest items, :

Copra Exports Gain: In Fébruary, copra exports from the Netherlands Indies totalled
14,600 Iong tons, more than double those of the previous month and 51 percent larger
than in February 1947, March and April shipments are expected to at least egual

snd possibly excéed the February levels Total produc¢tion in February was 19,192
"tons of_ﬁhich;l6,731 were produced in East Indonesia. Local 0il mills reported

very small deliveries since the bulk of the copra is being produced for export at
the present time. :

Export Regulations on Rubber: It is announced that as of February 1, 1948,
Ticenses for the export of rubber, previously issued by the Netherlands Indles
Rubber Fund, will no longer be necessary; nor will deliveries for export be further
subject to.a charge of 2 cents per kilogram previously collected by the Fund to
defray certain of its expenses, . '

w

BRITISH IALAYA AND SINGAPORE

Trade conditions in British Malaya and Singapore are generally goods
The rubber market, after its earlier slump, was reported to be stoady in early
March although drops in the manufacturing schedules in the Us E. were felt later in
the month, The textile market wes reported quiet and apparently awaiting the result
of the resumption of private trade by Japanese textile interests before meking too
meny commitments in other areas. Produce markets in March showed little fluctuation
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"~ although pepper declined because of heavy shipments into Singapore, but later rose
a5 foreign demand increased, Increased rationg of rice in Singapore have depressed
open market prices for that commcdity end the pride of tin declined following the
trend in the London market Negotiations are being carried on looking towerd the

lifting of the iioratorium on debts,

Total imports into the Port of Singapore for the month of January
ware S5§$129,000,000 and total exports wore SS§135,000,000, of which rubber com=-
prised S5$87,000,000, : - -

Us Se-Malgym Traide: Exports to British iimlaya end Singapore increased in December
to a total of $6,903,714, The major items of export were cotton manufactures, dairy
rroducts, grains, rayon febrics and metals. U, S, imports from that area totalled
$25,416,164 of vhich rubber was valued at 219,700,927, o

- Open General Licenses for Goods from Certain Areas) ' In an &nnouncement of January
29, » the Govermment o € xalayan Federation placed under open general license
-all imports from the United Kingdom, British colonies and mandates, Burma, Southern
Rhodesia, France, French Morocco, Tunisia, Algeria, Netherlands, Austria, Poland,
Czechoslovakia, Yugoslavia, Dermark, Hungary, Italy, Grecce, Norway, and China,
with the exception of agricultural commodities under intérnationsal allocation and
certain Unitecd Kingdom manufactures in shert supply, namely, cotton linings and
poplin, worsted suitings, linen piece goods, lead demimanufactures, cutlery, china=~
ware and eerthenware, Jliquors, mahufactured'foodsﬁuffs, mamufactured tobacco, flat
"glass ahd wool sarpetss These announcements maks the import control schedules of
the Malayan Federation and Singapore practically identicel,’ '
1947 Rubber Production at All-Time Hiphs dalayan preduction, imports, and exports
- of natural rubber 1z 1947 broke &1l earlier recgrdse Rubber production.in .the
Malayan Union totalled 645,229 long tone, averagirg 03,769 tons a month. An
additional emount of about 1,100 tons was produeed on -Singapore Islands Imports of
rubber into the lialayan Union and Singapore totalled 313,549 long tohs in 1947, and
gross exports 953,697 long tons. Net exports were 640,148 tors, an increase of
11 percent over 1941, s : ‘

. Copra Production Continues Upwards HMalaysn commercial .copra production amounted

- o 182,000 Tong Tons in 1947 campared avith the 1935-1939 average of 225,000 tons,
Thile production is approaching average, hovever, exports ane negligible since largs
quantities are consumed domestically in the production of coconut oil and &s foodas
January shipments of copra and coconut oil werc considerabliy larger than in the

same month last year and well above the 1947 monthly average., January copra and
coconut oil exports were 800 and 5,384 long tons, respectively. Coconut oil ship-
ments werc the largest since the industry was resumed in July, 1946,

‘Rice Productions The 1947-1943 rice crop of the Halayan Union now being harvested
1s reborted to be 26,986,000 bushels compared «vith an average in pre-war years

of 27,009,000 bushelss The latest officia) estimate of the current crop shows a
marked increase over last year's harvest of 21,314,000 bushels, The total planted
acreage 1s forecast at 904,000 apres compared with the correspording estimate of

810,000 eacres in the preceding year,
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FRENCH INDO-CHINA

The new sutonomous tariff for Indo-China brought into operation in
1947 carried substantial reductions in duties on products essential to the country's
rehabilitation, It levies the same duties on goods of all origins and is applicable
throughout the Indochinese Federation. Prior to the war, French products had been
ndmitted free or at considerably lower retes than goods from other sources. All
importations require prior purchase authorizations, which are granted only on
essential products, While importérs! requests for foreign credits need no longer
be referred to Paris for approval, they are to be authorized only if similar
French goods are not obtainable or would be subject to unreasonable delay in
delivery.

"A port tax of 1,20 piastres per ton or cubic meter, as stated in the
bill of lading, of imported merchandise, has been imposeds The tax on exports
varlies as to commoditye.

New Piastre-Dollar Rete: Effective January 28, 1948, the buying rate of the
Thdoohinese piaster is 12456 pilasters to the United States dollar, and the selling
rate 12470 piasterse This announcement came as a result of the devaluation of the
metropolitan franc to which the piaster is linked.

Trade Controls: Under Goverrnment decree, the Central Committee of Supplies has
Peen replaced by the creation of the Central Committee of Supplies and Commercial
Exchanges, The principal duties of the new Central Committee include the approving
of the Supply Plan for Indochina; the fixing, periodically, of quotas of controlled
imports to be shared among the States of Indochina, also exportable surpluses from
each State; and the fixing of general rules and reguletions for importing and
exporting merchandises The Central Committee is assisted by an Office of Foreign
Trade and Supply and the Permenent Internal and External Exchange Commissione

The functions of the latter Commission include the approval of import and export
licenses, and intermal exchanges; and the approval of lists of products which may
be exported directly.
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GENERAL COMMENT

President Trumen's "Point Four Program" announced in his
insugural address when e said: "We must emberk on a bold new program for
making the benefits of cur sclientific advarces and industrial progress
available for the improvement and growth of underdeveloped areas," is now
reaching the blueprint stagee

The State Department definss the Polnt Four Program as
"Mr, Trumen's 'Point Four! Progrem for the World Economic Progress through
Cooperative Technical Acsistance" arnd outlines the methods of carrying out
the progrem as follows: "Tho means by which the United States and other
countries which have developed their technicel and scientific resources
cen make them available to underdeveloped areas include: sending abroad
missions of technical experts, assisting in cooperative demonstration
projects, helping to conduct surveys of basic economic resources, bringing
workers, supervisors, engineers and executives to the United States to
observe or train in American industrial and other establishments, organ-
izing international conferences on economic problems, and providing
technical data, publications and samples of meterials for research and
experimental purposes."” '

It is expected that most of this Assistence Program will
be funneled through the United Nations end its Agencies. Its implementation
would probably require legislation to appropriate from fifty to one hundred
million dollars, which it is estimated would te the U«S. share of the

— —initial coste
CH ~a

DIViS: ON It is reported thet this technical aid plan is the first

TC hart of a program, the chief object of which is to attract a large amount
bf private capital for investment into areams with productive potentials,
and that it is hoped, that if the first psrt of the preogram can be made
bffective, it will, in the long run, assist in creating more favorable
bonditions for investment of American private capitel in foreign countriess

The matter of "Guarantees to the Investor" mentioned in the
bresident's address (now referred to by the State Department as "Assurances
pr Protection") has yet to be worked outs
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CHINA

"Watchful waiting" best expresses the prosent status of business interests and
our government in the current Chine situatione.

During the past month, war in China has seemingly shifted from a military to a
political phase == the joint UeSe Military Advisory Group has left China, ending
Americen military guidance for training of the Chinese army, airforce and navy ==
the Americaen Embaszsy remains in Nanking, but an Embacsy office has been opehed
in Centon, formally established as China's temporary capital == Lewis Clark,
Minister Counselor, is in charge -= U. S. Consulate personnel remain in Mukden,
Tientsin and Peking, now under control of Chinese Communistse

The present phase of events would seem %o heve China divided into three areas

of control == (1) horthernmost Chirna = dnder Soviet expansion = evidenced in

The reported Sinkieng-U.S.5.R. Pact under negotiation reported to provide a
fifty~year U.S.S«Re mining monopoly of Sinkieng mineral resources == & UsSSeR.
monopoly on raw materials (wool especielly going to Russia in return for finished
products) == & civil aviation agreement renewing the U.S.S.Re virtual air monopoly
through & Sino-Soviet airline; (2) Southern Mapchuria and Northern China under
control of Chinese Communists; (3) the area beiow the Yangtze under the National
Govermment of Chineae

Revised Foreign Exchange Control Regulations, governing foreign exchange and
Trade, Were promulgated oy the Chinese natlonal Government on December 1, 1948.
(this material ewvailevie for Membui'g)

A BROAD NEW PROGRAM OF FINANCIAL AND ECONOMIC REFORMS AND REVISED TAX SYSTEM was
announced by Finance linister Hsu Ken on Februery 24th to become effective when
approved by Acting President Li Tsung-jen. ‘

Provisions include a free market in gold and silver = with the Central Bank
selling bullion whenever necessary to stebilize the merket -- minting and
cireculation of silver dollars by the Govermment == circulation of foreign currency
remains banned = & system of foreign exchenge certificates will be imaugurateds

Reports from Shenghai are to the effect that - cotton mills in Shanghai area have
curtailed operations about 50% (some mills have closed down) due to shortage of
raw cotton and powers

First reports from Tientsin (as of Fobruary 15th) state that the Communists have
Taken over the Tientsin branch of the Caina textile Corps, the Central Machine
Plant, the three steel plants of the North Chire Steel and Iren Corp. == passgenger
trein service was resum