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I.  ECONOWIC Wi & HONGKONG T,

e

Froducey ?_g*dm:n o seet in Iondon. Bvery lar e rubber produwin; country in the
World 8 oein, invitcd to a meeting in Lonion on onday to try and work out an in-
ternatfohnlschems For more equitanle distribution of rubver amory; non-Communist conu-.
tricg. hussia, China and new udemorratic countries have not been invited.

Invitations have been sent cut by the Board of Trade after eonsultations with the Uni
ted 3tutes and France. The countries which have been invited arve Canada, Gylon, France,
Indonesia , Italy, the Netherlamds, Thailand, United States and Vietnam. uritish Colo-
nial and depemnent territories concerned w1th Tubbar will be represented iy a separste
iele,.ation,

The coni‘erence will review the su’pply and demend position of natural and synthetic
rubber, particularly in 1951 and 1952, and to gonsider what action, if any, is necessary
anddesirable to secure an equitable d:\.ltribution of supplies which ATe expecteu to be
a vaila ble..

This meetin, would not constitute a gommouity Jroup as envisagsd by the recent
Three~Power announcement on raw materials, hut would be an imtérnational conference to
decide what could he done to solve the shori-tem ayising out of the present shortae
of gubber and the inereased demand for reammament and stock-niling purposes.

The exclusion of Communist countyies indicates, however, that the meediny will he
the first step in the direction of croatlnb' an 1nternauonal or.:anistion to co-ordmate

e

8w plies Of ruboer and to ensure that the Western inaustries do not 4o Short. .  (S.C.H.F.
37 E% )

ha w Materlals to China; Britain & U.8. not Feuding Over Shipments. The Prime sini-
etér, Wr. Clement ittlce, to.ay denied thet Hritein ami the United States were feuding
ovar shipments of strate ic materials from this country to Communist China.

9

dr, attlee told the House of Commons that Sritain's policy in this mattor "is determi
el in the light of discussions with the United Statés and other freindly govermments” .

Conservative L. U. taumens had pskeu the rrime sinister whether China was being treet
ed differently from tie Soviet Union and the "stellite" countries of Eastern Burope. He
also wanteui to know whether the United States had made "representetions! to Britain about
lerka, es of strategic material to China or Buropean nations in the kussisn Yorbit!,

Mr, attlee replied that there was a system of exiord licensin: in Britain and the Far
Bagtern colonies to "help limit the flow of suprlies to undesiranle destinations. China
is trouted on the same. basis ag the Soviadt Union.

liapresentative William Lentatf (Dsmocrnt) said today that shipments of war material
“from one of our allies" can ba treatsa throu:h Chincse ports to the Korerm lmttlafront.

i, Lantaff told the House rorein Aifairs COmmtten that British shipped 44,000,000 -
worth of nop-ferrous metal and 41,000, /000 worth of machinery to China fram January to Octo
ber last year; 42,500,000 woxh of ,_,'oods to huseia; and 45,000,000 worth to Gzechoslovekie.

- He said Rritain's rubber shipments to hussia increased from 500 tohs in 1945 to 9,878 tons
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Thailand Intends to Control Chincee Kemittances.

It was learned that the Thei Govermment anfter havin.; supported the UN "condemna-
tory resolution' proceadsd to study & new move in keepin,; with the proposed "economic
sanctions".  The new move is to be_in with a control over Chinese overseas' homehound
remittences,

The Thai govormment under the US pressure took the view that for an efféetive execu-
tion of the economic ilockade of Ching and of the freeze of Chinese forei..n exchan;:e
holdin:s which mey flow directly or indirectly pack to China, a control over Chinese ovar-
seas™ remittances is necessary. (T.K.0. 9/2/‘51) ' '

US Export License Situation.

We reyret to ruport that the exyort license situation on HK shipments has not im-
proved, Host of the carioes which have been stranded at various vorts in the Pacific
by the US embar.o re.ulations have remained there without any movenent and the majority
of application for export license on these pharmaceuticals, and aeven cosmetics are all
considered as items the exnortation of which are contrary to the national interest.
Under such civcumstances, we have been workin . a.ainst a stone wall, and unleas the si-
tuation improves, are afraid little favourable responess can be obtained from the US.
Commerce Department. It is, however, understood that shipments to Singapore, Indonesfa,
Wanila, and a mumber of other placea in the South Sea Islanis are still permissible, so
lon; as the ibtems to be shipped are not on the positive list, and there is no intention of
transhipment to prohibited arcas. (Our own cwrespondence.s

- dapaness Trade (Open hccount).

The volume of applications for import licenses from Japan continued tn inecrease nt
such . a rate that it pecame nocessary as from December 27 to limit licences to foodstufts
and raw materials and huildin,, materials for internal use,

Import licences woere issued to a total value of US»17,937,000 L/A established hy
Japan in respect of exports totalled USe6,812,000. Inports received were valued st US.
9,909,000 and exports effected totslled US»2,%92,000, The total volume of trade throu-h
the Open hAccount durin, 198C was a;jroximately US.85%m. (T.E.B.ke  1/2/151)

Trade Ligs wWith China Severeds Its hiffects on Japanese Industry - The Japanese Journal
of Hinance and Commerce’ '8 iditorirl Opinion.

The sudden spurt which the Koresn war save to world demand for steel and iron rdaised
dapan's steel production in Hovember,y 1950 to a postwar hi h of 310,000 tons, This situa-
tion encoura ed JI{I anu the industrilists to revise upward jrovisionally to 4,000,000 tone
the yerr's stecl vroduction tar. et. ' ’ '

The ember;e clamped .y the Government on oxp:orts to China blasted dITI's ;:lan and the -
4,000,000-tons tar, ut was scrapped,  Lhe Beonomic Stabilization Bomrd fenred that the ex-
port ban was likely to lead to the sus:;ension of supply of Chinese iron nre and conl when
more than half of the raw materials needed by Japan's steel and iron'industry was coming
from China.

Not much hope ean be pinned op imports of American row materials since the US is out
to secure sufficient key materials for itself and control its export trade in an effort 10
expand military preparations. The amount of import ed iron ore necegaury to attain the
production 4oal is 3,500,000 tons.  Imports vossible from areas other than the US include
1,020,000 tons from the Yhilippines, 600,000 tons from Malaya, 300,000 tons from HK, 150,-
000 tons from India and 150,000 tons from Goa, totalling in all 2,020,000 tons. This
means Japan needs american ore emounting to approximately 1,000,000 tons. &t present,
however, only 300,000 tons of it ere forthcowin.

The export ban has, as we,have reviewaed above, dealt = vital hlow to the steel and
iron industry circles. It has aluo effected, thou_h to far less de.reocs, other industries
including machinery, chemical and fortilizer industrics. 4s for import trade, the suspen-
sion of the supply of soya bean and sslt from China hes hit the 0il and fat and chemical
menufecturin:; hard, ' i :

The value of industrinl, electric and other machinary exports to China validated from
Janunry throuch October, 1950 was ©44397,000, includin., 1,871,000 destined for HK:
proved For Release 2006/03/17 : CIA-RDP82-00457R007400610008-9
Althou,h %Bé’ embar,;o has iven rise to the question of indemnifying the demeges of a
vortion of the electiic machincry already contracted, the machinery industry in ;cneral
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considers that there is no 1)articularly adverse effect on machinery ex;)ort trade as a whol:
because China accounts .for about only ten pereent of Japan's total machinery exports,

After fortilizers were decontroled in sw ust; 1950, sulphate of ammonium exported to
China totalled epproximately 20,000 tons. The embar o has resulted in the loas of this
ol customer. Industrialists, however, do not see any immediate bad effects hecause they
are at present havin, their hends full turning out this fertilizer for export to Foymosa.

No effect of the embar;;0 is seen on caustic soda manufscturing, the entire hroduction
bein;; hardly sufficient to mcet domestic ana speeinl procurement demands and no portion
of it is exyorted. ' ' '

The suppension of the import of salt from China, howaver, is a hard blow to this
industry. Of Japan's imports of industrisl salt, 30jo has been comiry, from Chine and othe:
Asien areas and 70% from the Mediterrancan and the WNear Bast, In 1950, Japan contracted
to buy 230,000 tons from China, of which 70,000 tons have beon brought to Japan, The

balance of 160,000 tons must now be purchased olgewhere.

kExports of salt in the Mediterrénean and Near Eastern areas, However, have raised the:
prices substantially in anticipation of the difficulty in buyin: from China., The unrest
over murine transportation from those arcas is makin: it additionnlly difficult to import
from this source. '

The jovermment planned to' import avout 200,000 tons of soya beans in 1950, 80% from
the US with GuRIOA funds. Imports from China have been emall in emount end shipments
totalling 20,000 tons,from that country, which had been schiuled to arrive by the end of
the year, wero cancelled as a result of the embaro.

. The effuct on Japanese sconomy is serious since Japan is suffering from an absolute
shorsage of this material. The industry hopes american soya beans will be imported with
GuliIOn funds as well as on a private trade basis to take the place of Chinese soya beans.
(EX. J5#.C.  15/1/'51)

HK's Trade Control & Smu, le Trade.

. Un the lst lecember many further articles were dsclared prohibited Exports under the
Exportation (Prohibition) (Specified Articles) (No.2) Order 1950. These articles com-
prised ‘all types of military equipment and ranged from aireraft to gun riflin; machines an

poisonous gases.  The list was gtill further extended on the 22nd December by Order No.
3 with the addition of Water Bottles (militery type), steel helmets and ladio transmitters. -

The staff workin, on export control hes been mugment, and this applies in particular
to Kowldon hailway Station whore the search of trains has been intensified,

The month's saizure of oil showed nn incresse, and amounted to 4,959 sallons of Diesc
Oilz 331z allons of lubricating 0il, 315 .allons of Kerosene, 100 gallons of Petrol and
21 drums of Iubricatin, Grease, In addition 1688 drums of verious oils which had been
seized in the yrevious month wore confiscated to the Crown, (¥.B.E.h. 1/2/'51)

Buro-asia Frei hto,e will be Keedjusted.

It is reported thed the Buro-iAsia shipping Lines association may make a third ad just~
ment of the frei.ht charies, The association had previously twice ralscd the freisht
rates, but the shipping companics concerned regerd that the situation prevailing now res 3
quires another adjustment. Thoe reasons for a further vise are cited as 1) The risks
involved are great, 2) The freijht is on the decresse and as a result tho income of the
companies are not sufficient to cover their expenses,

The Far Bastern lines are facin. e critical shortage of tonnpge available bhecause

_ the shipping companies of the Muro-Asia Shijpin: Lines Association have shifted many of
their ships to other lines. At present, the shiys tomnace aveileble for the Far Eastern
line, has come to be less than 70% of that in the lst half of 1950. On the other hand, th-
caryoes awalting shipments at Buropea n ports are Diling.

After they have reduced the number of ships running on the Far Eastern line, the in-
comes of the shipping companies naturally uecreased. The ahippigz' cofipanies re;.ard that

the Hom8 B overt For Botea e S0 TS 1 Bk etopa AboisRo0 4 §ibbos-o,
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Tunyoil Mart kxceedinly Active,

‘Owing to the heavy demand of the Muropean firms, the foreisn sales of tumgedd
continued to he active. - 530 tons were iransacted within the wegk ended Feb. 4.

Other vegetable oils continued to enjoy heavy demand.  But transactions were few
due to the existing short supply. (DKoo 4/2/ '51)

Sheet Glass Stock Low, . _ ‘ .

HK ¢lass merket witnessed an unp recedented quietness either in overseas sales or
in retail, The sources of suprly for HK .lass market are China, France and Czechoslove-
kis, In recent.months, supplies were slow in coming and this results in the present-
exceadin;ly low stock. ; ‘ :

Apart from local consumption, sheet glass are usually shipped out for sales in South
Bea Islands and South africa. In the past year, becnuse of the weak demand of the above
two areas, sales here duminishod g reatly, end the jrices remaincd sta.nant, At prasent,
Yoo Hwa and Czech pakes sell at Hky32 and HKy33 per box respectively. ' '

There are however, ,o0od reasons for the lass market resumin; hich activities.  These
.are: 1) Both French and Czech su,plies are on the decrease boecause the dealers have in the
past . reatly cut their orders for the same and also because the supplies in the future will
renain to be scent. 2) The market ca n only look to the supply by the Yao Hwa Glass Manu-
facturing Co. B8) Owine to the recent eppreciation of the JMP the export prices of the
Yao Hwa meke will certainly be hicher. Because of the low: stock prevailing:, there is
nevertheless good prospect for sales, (PKoDW 9/2/ '51) .

II.  COomMODITIHS,

World Demand & Supply.

US Commodity Markets Lieview

NY. Price tremnds mixed in major commodity futures tradin: February 1 and 2.
SUYallllh N QIL, SOYAHANS, LY, COCO4, irresular, Huture dealings on COTTONBEED OIL
HILBS, WOOL, COMTON & HLaCK PEPVEK suspended since eneral price freeze order.  SUGAh:
Trading held up. Puture prices raised 6 to 10 points. Spot price of world sugar advenced
5 points to 4.95¢ fob. Cuba on .ood trading. BLaCK PEPIEL: Market quiet, participation
restricted pending further pricé devel opments.  COTTON: Actively quiet, Reports of a re-
vision of price reguletion order that may be issuced momentarily, but no hint as to what form
it misht take. WODL: Market quiet. Suyers taking only small lots out of picked-over
assortments, Inquiries from yarn spinners and weavers dropped off remarkably. Trading
in Boston merket slicht, deslers awaitin clarification of price freeze order, CHEMICALS:
Yrices on tine c¢hemicals yenerally firm. Heavy chemicals featured by generally strong
tone with producer prices still firm ot maxium levels previously in force, ESSENTIAL QILS:
8ince price trend has been continually upward in face of senerally strony statistical posi-
. tion, as well as hi.h replacement costs of many import.d items, price regulations have
eliminated actual changes in spot quotations for the moment., Supplies lizht and meny houses
have not been able to et ample quantities of some oils despite willingness to pay fancy
prices for replacements, . METALS: No new developments in coprper markets. ILead supplies
1li;ht and buyers find it exoesdingly hard to fill requirements, Foreign demand also been
in excess of available supplies. Bxport .price, 18.50c fas, Gulf ports. Domestic lead
quoted at 17.00c. NY. St Louis zinc prices firm; consumers seeking February, zinc paying
premiums to wet the metal, JForei,n consumers have gleo been looking for zing, offering to
pay as much as 28c lb, fas, Gulf ports. Producers price frogzen at 178c. Price for Grade
A tin for prompt delivery haes been held at ¢1.83 1b,, while. price freéze makes it impogsible
for tin importers to do prompt business, it*does not prevent the Goverrment from selling
proupt Grade A tin ecch day. Tin market generally quiet pendin develorments as a result

of vrice frossqy  SrSHEhHREYSES 5606774 E1R RBPES0V5AREE7 460B40008:D8, March,
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Iron and'Steela Confusion has resulted in trade since price freese and both buyers
and sellers limiting sales pendlm_, the pzhtcome of price freave, {W.d.B. 3/2/ '51)

The Ri’se in Wholesale Prices in UK

A survey of the course of wholesale prices in 1950 in the Board of Trade Journal
brings out the big contrast between $he rises in basic materigls and those at late
stages of production. The basc materials index referwed the sharp rises which umk
place in raw wool and co¥ion, non—ferrous metals, mbber, hides and skina, wood pulpy
ete. It rose from 507 3 _9l3"..00) o 56 ioincrease of 84067 on the year. By
contra:ﬂ:-, the rise in th«, :muev of > _manuf 8 \whlnh mm‘sures Changes in prices

cl

of such items as finished steel, cloth, efica, 1 rqt _oi‘ L,Q_qu-g at the final stage of mapgf_igggx
WOS no Mmore than fe Si0a  Thouih moderite by somparison with the movements for Lasic materic
this was nevertheless biu,,er than the 5,9% rise wecorded in 1949, Most of the rise in th.
"index took place in the sscond half of the yeur. Lven gb the rise only partm‘rly reflbet-
ed the influence of the hi her rew ma Cterial “pxﬂces 'thls may Le expected later “to raise
tho pric prices of manuiactures still further. The net result is that the indox of industrial
materials end manutscotures combined advanced vy 28.9% which compares with 4.4 over the
precedin; year and is in fact the bi., jest rise since the index in its present form was be-
¢uns  On the other hand, food and tobacco showed a swaller increase than during 1949 -
7.86 a:ainst 19%. ‘Thus the prlce index for all articles rose hy 21.3% during 1950, the
biiest riss in. tem years.

The rise in prlceu was povticularly steep from iley or June onwards, when the effects
of the Korean war Degan to be felt.  This was perticularly true of non-ferrous metals
.which after, advancing 20 betw.en December, 1949 and dJune, 1950, nearly doubled the rate
of progression in the suceeding six months with a jump of 39%. Apmrt from a sli ht fal-
tering, in February ond June, the prmu of raw wool rose more and more stceply throush out
the yeor, and the ind-x for the wool .jroup #s & whole rose by 117% comparad with the end
of 1949 and by 685% compared with 1938, 'The next heaviest incrensec over pre=wer levels
wie in the cotton group, 50L%. (L.,  3/2/'51)

US Market Condifions of Chinese Products

Followin, ,»tm freezin; re ulations, the market for Chinese products hore mlmost come .
to a stundstill. The price of woodoil ramnins around 39¢, but nonu is beiny offered.
anyhody who has Chinese bc:.s‘t.Lus IS now holding the oods and prices hecome somewhat nomial
It is reported Shan hai hristles No. 17 sc.ls over ©5.00, while Tientsin No. 55 short aroun

©9+50+  The price of Chinese Menthol crystals hes advanced to around ¥14.00c C & ¥. Ther:

has been a veport of Chinese cotton waste Fly No. 1 jrads sellin, around 23%¢ per 1lh. The
price of huirnets has also advanced Ly 30e. No tre nsactlon has bwen heard on Chmase se Sil:
but accordmu to the Japanese silk prims slze, 20~22 should sell around 4,30 for Grrde Ca.

#hile goods continue to come from HK, volumz has been conaiderably reduced. The sup
plier is required to make a statement that no netional of Communist China has had any ine
terest in the merchandise since Dscember 17, 1950, and as time oes by this statesent is
* becominy; more and more dirficult to make. If the Yar Bastern situation becomes worse it
is likely thet very little will come out of that and this factor accounts a ereet deal why
people a§e refumm to 8ell any Chiness merchandisc now in their hands. (Our own corresp
pondance ).

Tea !

The wWorld bupply of Tea. The main points of the London Auctions Plan are that the Hri.
tish Tovermment will not enter into any more bulk purchase comeracts unless international
conditions require a change of their present plans. The producin. countries have tentativ.
ly ajsreed to allow approximataely the same which have shipped to London, during the last few
years, Lo be shipped taere for swle in the London agetion, but they will retain an ample
supply for their own suctions. lationing and subsidies will be continued. - This move is
a step in the right direction, but it is a pity that they did not remove subsidies snd ra-
tioning at the seme time, for this will cause a further upset in the industry at some future
aate. In so far as the outmarkets are conoe:c'neciz this rqopumrg of the London auctions

will have a stabilizing effect on &Ll mnrkets, s London buyors Will he pormitied %o operatc

.1.“.‘ the primary markets the T Ww om London ondon of
i AP o A (GO TasiRbo o
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Durin ! the lust two wmopths, a scries of disastrous earthquake and itremors have taken
place in assam, - Qonsidereble dams_e has been causad in Upper Assam to the dryin; sheds,
factories, labourers! houses, and other buildings but cmly sli ht damage to the tea bushsu
themselves, ) : : S .
Thwre hig been a strlke of all esgtate 1auour in Indones:.a which lasted some 83x wecks
" a nd for a time all production wss stopped, not only tea éstutes but all agricultural pro-
duction was affected. The strike h.s bwep settled and suall quantities of tea are movin
forwerd. The emount of crop which hes been lost hug not been determined, althoush it is
helieved to' be about ong million pounils. weekly. .

As can be seen from these ragurks, 1t is not expect:su thot withe Indiea or Indonesia
will show any mcrea se in crop during tlé current year, but there is an irdication that
Ceylon will show a subst:ntidl indrease ‘if the présdnt crop rate is medbained,  Given
ren:sonable weather conditions for the remeinder of “the ‘year, this crop may increase by
about 22 m:.lllon 1bs ovc:r 1ast ‘year bx'lnulnu the productlon to 320m 1lbs,

The lritish contrqct with Ceylon this ycer until March 1951, but this lncreaae ghould
enable many of the tonderers to that contract 10 complete their deliveries well hefore the
final date, end allow the Jrowers to suction in Coldmbo as mich of the fine tea as they diad
this year during the quality peried of Jonuary to Maroh, - It is now almost three years
since the London are permitted 'to do so and ean afford to pay the prices ruling, the London
buyers will be most anxious to take advantage of this opportunl‘ty and operate on the Colom—
bo market for shipment to Londen,

Turning, to the supply posrbion, the avers e world supply of ten durin}_;g the years, 19%4
-8 was 981 m, 1lbs annually and it was not wrtil 1947 that this fi;ure was duplicated and in
1948 for the first time over one bhillion 1lbs were produced,

World Tes Supply - 1949 (Poundg

NOrth & South India cnn;tcon-.o-oo--h586 100 000
Ceylon .'.......I.."....DII......‘I’QQB Scx) OOO
Indones:.a .l'l'ci!t...i-tt..l"ociuoot6l 400 000 .
J.Jakl“l'tan ---ucoo...ooonono&aoooo---.0-46 300 000
*‘frica ‘.".'I.'......‘.....'...I.‘...,‘Bl}’m’m
Japﬂn ..‘Iﬂ."ﬂ.'..'..‘..“......'.".15’800,0%
E‘Umoaa.....’..‘.'..'...0.‘...'....".10 4000(D
(lhim ."""...'"".....”......l...34 bOO OOO
Other Countfles L RN 5 OOO [¢0¢]
Total 1,093,000,000

*ixporte only,

The averagze world absorptlon from 19%4 to 1938 was 976 million lbs znnually, and it
was not until 1948 that this flt,ure was duplicated a.nd we now see that in mark for the

- first time,

J.’ounds

UK ."'.'.t.llooot‘...nl.otot469 100000

Amhrlca .ooo--o-onlcia--o.‘--o‘l44 600 OOO

AfTICA eivarsassnnssonnssesesel00,000,000 ;
asia ssoesBNIe B ICIEIIIRRIOIOITYETSLS® 65,000’000

Australia "@6vesvesonrreesoeane 58,800’000 *

Europﬂ. .....9..-......-.....l-57,9UO,OOO.

USSh .-I.O'i..l!l‘ul‘.p;OO’..‘ 16’800,000

*Producin,,

countries 191,000,000
Total 1,103,800,000

*I'.cept Japan, Formosa, Ch:ma and small prod.ucurs.
- el
This shows that the world @nsorved slichtly more than the current year's supplies.
1,103 m. B:ainst 1,003 m. » 8nd this can be accounted for by the stocks held in the con-
suming countries and the teas in transit.

We now turn to 1950. Wherever possible, the actual fi,ures of both suppl:.es and
absorption up to the end of au_ust heave been inco and the bala the year

has been estimbpRroved @@B&i@@ﬁq@é’%&%tﬂ%ﬁkﬁ*ﬁgéﬁi&%ﬁmm@ <r normal

conditions but as can be readily meen productlon does not necessarily mean availability

25X1A
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%o the consuming markets as. any disturbances, such ag- strikes, earthquakes or other dis-
asters can effeoct morked changes in these fijures. '

World Tes Supply - 1950 (in Pounds) -

North & South Indi& serecees -590,000,000
Ceylon .....-.......--..«-..-320,000,000
Indoneaia soseesesensvescene 75,000,000
PakistBn seesesscsasevrsencss 50,000’000
Africa ssencgecnssssehnanies 41,000,000
*china ..'...l.l........-"‘ 25’000’000
*Japan vessesnernssnsraRLIRE QO,OOOQOOO
¥TOYTNOSE,. esssssscsscsensonce 15,000,000
*¥Othor countries  seeeseessee 6,000,000

' Potal seses ....1;142,000,000
*BExports only.

"If all these figures are obtained, the world supply will be approximately 50 ms
pourds more than lagt year. '

World Tea Absorption - 1950 (in Pounds)

UK eevesrnsevenceesenees 450,000,000
AMEYICO  ssvssevresccocence 154,100,000

Africa I.‘.Qlﬂ...'..IIQIOO' 90,000’000
Europe esnscmvesrceseenhe 70,000,000
AustTalia seeaasscevccvoven 66,000,000
Asia ..'l....’l.....l’l!.'l. 60,000,000
USSh ..Q.l""l.ﬂ'li‘l'.l'.. , 20’000’000

*Producing; . :
COuntrics  secesecsecscras 194,000,000
Total .....1,104,000,000

*wxcept Jaﬁan,AChina and Formasa, and small producers.

furning to the above, we find ‘that the estimate of 450m. for the UK is 19m,. lbs
lower than 1949 due to the reducktion of the ration +o 2 ounces per person per weeks
The American Continents are expected t0. absorb 154m. or about 10m. more than last year.
africa 90m. or 10m. less, mainly due to an anticipated reduction in Euypt. The figure
for Europe has been increased by 32 m. to T0m. lbs with Australasia taking 66m, or Tme
more than lest year which is largely due to the heavy buying in Ceylon during the second -
quarter of this year. On the other hand, Asim is expected to take 60m. or 5m. less than
lagt yemr. ' ,

This indicates that the absorption this year §l9502 will be agproximat61 1,104
mnmnmm@,mu%swmh%wnlmrmeﬁmtﬁmsmwl%9uwatMsmmmﬁm
TIure by gbout 8 .bs, but this is dependent on the supply of 35m. from Formosa and -
Shm. 41Ds from china and as both are Sxtremely doubtiul the surplus could be ploced more

reliably at about 15 to 20m. pounds. :

" To project our thinkin,; one step further into the realms of confecture we can view

e potential supply in 1953 of 1,250m., lbs from all sources, and a probable world absorption
during that year of 1,236 m. lbs. These two figures are obtained by estimating the produc
tion India, Pakistan, and Ceylon at about their present figure with a substantial increase
from Indonesia and relatively small increases from. Africa Formosa #nd other smaller coun=-
tires.  On the absorption side, the UK is estimated to increase 4o around 480 m. in 1953
with the American Continents at 175 m. While hustralia, Asia and Africa are excepted to
show smell increases, a fairly large increase in consumption is expected in the producing
countries, particularly India and Pakistan, These figures are not related to any pre-
vious ones which we have given althoush the absorption figures are the maxium fir, ures as
far a8 can be reagonably estimated the supply could be much lar..e. (Tea. Nov. '50)

Tea Pled.ed for 1951 London Auctions Insufficient to Meet Present Ration.  Proposed
iwlease of Tes by indis end Ceylon is {0m. lbs. below Needs of 420,000,000 lbs. It now
appears. that Britain will have to look to Tndonesia and Pekistan, and to some eéxtent to
Africa, for sufficient tea to maintain the present two-ounce ration in the UK when the tea
auctions are resumed here in April 1951 efter 10 to 1l years of government bulk buying.
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India and Ceylon act present proposed to release for the resumed auctions around
350m. 1lbs -250m. 1lbs from India end 100m. from Ceylon. This totel is 70m 1lbs below
the fisuve needed to ensure the weekly two-ounce ration for the people of Britain namely
42&11. 1bs » ’ . ¥

The trade here is included to think that these "auction allocations' are plenned
to limit the scope of the Iondon auctions to the British domestic trade, and prevent
‘London becoin ing, ayain a world centre in the free tea market. So far as the home tea
ration is concerned it is believed it will not be difficult to mnke good the leaf defi-
ciengy from other sources, notably Indonesia, who is now in a better position to in-
creose tea production substantially. (Tea. Nove '50)

Japanese ureen Tea to be BExported.

Japan's exports of ,reen tea this year may reach around 15,000,000 1lbs or lightly be-
low the figure for 1949 of 16,000,000 1bg, snhould China, her gole competitor, continue to
regtrict exports of the product. - ’ :

) It is predicted that the nation's postwar suctomer countries will have to replenish
their tea stocks this year in view of their deplotin supplies, (J.E.C. 15/1/'51)

Raw Silk .

Japanese Oversens Mariet. Now that silk is being used in the US for mixed weaving
with nylon and rayon and because nylon is again beiny switched to munitions production
in the overall armament expansion progrom,.there are signs of .increasing demand for Ja-
panese raw silk. The silk markets in Frence, Britain end Switzerland have also become .
bullish., Slik export increased from 4,000 bales per month in 1949 to 6,000 bales in
1950. Incidentally, raw silk exports during 1949 totslled 48,663 bales - 14,065 to the
Us, 11,917 to Erance, 9,281 to Uritain, 5,226 to Switzerland and the.rest to other coun-
tries, In 1950, 37,000 bales had been shipped out during the first half year alone.
(g2¥.C.  15/1/'5%) '

Fats & Oils

High Priees for Oilseeds in Great Dritain. The dinistry of Food of Great Britain has
agreed to pay between 25 and %3-1/% percent more in 1951 for imports of West!&frican nuts
a nd oilseeds, from which a larye part of the mar.arine ration is derived, states the Bri-
tish press. Talks with the producers'! representatives have been completed.

West African shipments normally amount. o 900,000 tons a year of proundnuts, benniseed
‘pa 1m kernels, plem oil and cottonseed. The price previously avernged £55 a ton. The
British Bovernment will, therefors, have to budget for an increase in the cost of at least
£12,000,000.  (E.C.il. . 25/12/150)

Olive-0il Production Declines in Greece. The preliminary estimate of Greece's 1950
Oilve-oil crop is 54,000 metric tons, the sccond lowest in 20 years.  Production of olive
oll in~1949 #s officially estimated at 224,624 metric tons. ~ The 1949 crop was the largest
since 1921. Althowsh the 1949 crop was large the 1948 crop wes small, and estimates of
1950 production of only 54,000 tons account in part for high internal prices., The sharp
drop in 1950 crop pfoduction, according; to Ministry of Agriculture officials, is attributed
tot l) extreme drought during the sprins end summey monthe and strong, ary, hot, winds in
July and August, which caused a premature drop of (livess 2)'the extremely heavy bearing
in 1949 which caused a sharper alternate year yield decline than usual; and 3) severe mttack
of the Dacus fly in most areas., Bxports of olive oil duriny the period November 1, 1949-
October 31, 1950, totaled 150 metric tons, valued at 681,160,000 drachmas {official rate
5,000 drachmas:: w1 United States currency), compared with 6,367 tons in the period Novem-
ber 1, 1948 - October 31, 1949,. The sharp drop was due mainly to internal prices which
priced Greek olive oil out of the world market.  Of the amcunt exported in 1949-50, Euypt
took 68 tons; Brazil, 12, United States, 7; and other countries, 63.(F.C.W. 25/12/'50

Olive-0il Production Declines, Labanon. Lebanon's 1950 olive crop is estimated to
be only 5,000 wetric tons as compared with 35,000 tons in 1949 and olive-oil production
only 1,000 tons as against 10,000 tons in 1949. - The decrease in production resulted

from heavy SpRghrS7dlT SR kdtedeatI086/d 3717 ERBPEL 0bHS B0 4086 Dot 0" 1 1ve trees,
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particula:1¥ ip #e toastal rejions. This sharp drop in production has prevented exports
and has rssulsed in a 55 percent increase in prices of olive oil since October 1949, De-
ficits in edble olive oil to meet local requirements will be m2+% by the 2,500 metrie

tons of cottonseed oil produced in Lebsnon in 1950. Nonedible-oil requirements will be

: met)by imports of veyetatb oils and olive cake to be processed locally. (F.Cuo¥la 25/12/*.
150 , \ . : .

Iron and Steel,

NYK Vessel for 8'kOK Steel Caryo.: The Nippon Yusen KK's Enkho Maru, 10,917 dead weight
tons, left Wakematsu PYort, Pukuoke Predecture for Bankok with 2,300 tons of stesl blocks,
The vessel is expected to pick up 7,500 tons -of thai rice at Bankok for transportation to
Calcutta, its destination, from where it is scheduled to bring back 7,000 tons of Indian
piy iron (J.¥.C.  15/1/161) -

Steel Demand Heavy in Japan. - The 1951 export twryet of 850,000 tons of steel and iror
products will be completed by the end of March this year reflecting heavy overseas demand,
The bigpest customer of Japanese steel and iron products probably will be the US which is
expected to place haevy orders for billess, shipbuilding material, naile, steel wire and
solvanized sheet iron.  (J.F.C. '~ 15/1/'51) ' : '

- Chemicals

Behind- the US Markets; Price Trends & liaw ieterial Supply. Meny basic, imporfaht T
C als a Y ; i seping; ne jce 3 i o
wﬁigéc %gvergeggrr%fgegyggrd in s¥§eglggrncw gr%gilggyement. Somellmported‘probucta

scarclL e e,

Chemical price situation yot completely out of hand during the first week of Decem-
ber when more than. 90 of the industry's important items whether manufactursd or consumed
88 raw materiale, moved upward in the most eweeping a vance witnessed since the imposition
of price controls, sarly in world war IT. The threatened price-and -woyue control has to
do with it. Up ‘to the start of December rise in Chmmical prices had been comparatively
moderate. . During the week ended Nov. 21 over the precedin. week was only 0.4%, making
the rise in chemicels and allied products for the year, 16484

In a number of instances production costs had been building up slowly, finally forein.,
-the manufacturers or supplies to adjust the product prices accordimngly. This may have bho.
been the case in such commodities as the mercurials, the chlorinated 'intermediates like
dichlorobenzene, chlorobenzene, atc, .

Ieading: fertilizer materisls were accorded fairly sizable increase, - Coke-oven am-
monium sulfate was moved up ¢8.00 per %o w40, one af the sharpest upturns in this nitrogen
product’recorded in years,

In discussing prices one cannot overlook the fact that import values are also moving
hicher for a number of materials being brought in to relieve the present supply shorte;es.
And some foreign materials which have buen ruling at stable levels may ‘take their cue from
the present general upturn here and join in the inflationary whirl., Napthalene, benzene
cresylic and aleochol misht fell within this cate ory.

Market authoritics also are wonderin if there is sufficient storase spacs to'take
care &8 these imports. = (C.E.N. 18/1/'51) ‘ . '

Much emphasis is bein: placed on the fact that the US is much better off today in the
- matter of essentinl and strate.ic raw materials provided by countries in the Far East
than it was in 1941, at the start of World War II. This is true in the instance of tin,
dungsten, and a number of crude drugs which have been supplied by china and other adjacent
Asimtic countries, ’ . . .

Metal developments are reflscted in no small menner by the chemical market. For in-
stance, the NPA hes already limited the amount of slab zine used in French prices zinc
oxiues, As & result, shipment of the metal oxide to buyers has buen,gut . 20% startin; Jan
1. (C.B.N.  25/12/'50) ~ .

US Sulphur Industry. Sulfur industvy is foréed to curtail deliveries to contract
consumers. Shipments come to be 215,000 tons greater than mine production, '
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US production of crude sulfur for 1950 will emount to approximately 5,300,000 long ton
a new high record for the industry and a total thet is about 2.5 times sreater than the
avera.e procuction during the prewar period, 1935-39. Mine shipments and sales, however,
are runnin; in excess of the output rate, explam ing the shortae and the uneasiness felt
in industrial and govermment quarters. Sulfur and its acid consititute the two nost basic
and essentisl chemicals. in war or peacetime; hence it is not difficult to under stand why
it hes been necessayy for the producers to impose restrictions of ¥ on shipments to con-
tract users. (C.E.N, 4/12/]'50) ' : ’ ‘

'

Machinery

Japanese Univegsal Heavy Blectric Machinery Industry lestored to Prewar Tevelt Export
Not srisk., Since heavy clectric machinery ave nob directly of the nature of minitions, they
are not subject to the so-called special war procurement demand, On the other hand, how-
ever, with domestic industry expanding, at a rapid tempo demend for this type of machinery
is spectacularly prowing.

Heavy electric(general use) may be divided into two classecsy uritersal machine like
electric motors, small transformers and large machinery like large dynamos and 4ransformers.

The production situation in respect of electric motors is that the output of the three
phase cage type induction motors has been overwhelmingly large, occupying from 70—80% each
guarter period. Second in importance are the sinsle -phase separate phase type and re-
pulsion induction motors; which occupy 20-30 per cent each quarter period. A8 reyards the
th ree-phase winding; type motors, their output has occupied only 1% or about 500 pisces,
each quarter period. Thus the three-phase cuge type induction motors may be reporded as
representative type of stendard electric motorse. -

Singly-phase transformers occupied the bulk of the transformers built, namely 90% or
more. The lates trend, however, is townrd and incrense in the.three-phase type of trans-
formers. As universal machinery are standavdized articles, the market for their exports
is limitea. Morewver, asia has only recently entered & phase of industrializetion, so
that she requires development of power resources rather then universal machinery.  Con-
sequently, the export trade in this line of maehigery has not very lively.

‘During the year 1949, a total of 4709,487 of dhiversal‘electric motors and universal
transformers together was éxported, which is about one-third of the total acmunt of exports
of electric machinery 2,252,215 ' ‘

The total universal electric motor ~nd universal transformer export figure of »709,489
may be broken down to $238,522 for 1,815 universal electric motors, v300,616 for 3,534
clectric motors for spinning machine use and ¥170,349 for 25% trensformers.

India is overwholmingly the foremost importer of Japanese electric motors with $310,-
000 or thereabouts, taking 44% gf the total exported. Formosa follows eith 100,000 or
14%, Pekisten with 933,000 o Swe  (Jek4Co 'lB/L/'Bl)

Sewirny; Machine; Japanese Pro@ggiyglngonrt Growigs. Export of Japanese wewin machin
has bean on the increasc since April 1941, -about 23,000,000 worth was exported in 1949
far surpassing all other mechinery in export valué. The world erisis in 1950 furnished
Purther incentive to their sale abrosd. - Japan had been exporting, since April 1950, 20,
ooo sewing machinesovery month.  The spectacular export boost since Last July is due to
speculative buying in anticipation of a price raise, converaion of singer factories in

the munitions plants and Yuletide demand abroad. To meet such brisk export, Japenese
gewing machine mekers are endaavoring to expeand their production capacoty by employing

new workers and increasing theixr subcontracting factories,

Brisk as it is, no optimism is admitted for sewiny mechine export. Iast September
US accounted for 79% of Japan 's export, latin American 9.5% Far East 4.,4%, Conversion
of the Singer factories to munitions plants and lower prices of Japanese machines enabled
Japen to export sewiny machines to US. It in ust be remembered Americans buy Japanese
*machines mot gor. the quality but for the price. To other market export is made off and
on excepting HK, Sin.apore and Belyiwn, to which 200 to 500 "Jukis" are regularly exported
every monthe. Uncertaimty of markets is a thorn in the side of Japan's sewing machine in-
dustry. ’

After removel of a floor'pricé of 425 (for the machine proper) in Aucust 1949, makers,
Approved For Release 2006/03/17 : CIA-RDP82-00457R007400610008-9 '
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40 win\jn the pompetition, Some uakers, to win in the eompetition, bhrought the price
halow $20.  Seoond Ta to mochines oven dropped to «16. The competifion honyover is
atill reflected in the barely profit-mmdung export price of 22 for a first rotce machine
and ol8 for a second rate one. Howevor, the domestic price af a first rate mnchine

(a complete outfit) has lately gone up Trom W51.80. 5o ¥55.  Bxport price is xpected to
follow suit before longs  (J.F.C.  15/3/'51)

Japonese ¥OU export prices of major sundry goods towerds the yoar-ond wire as followe

s

Ttems Specifications Fon(w) (Deliveries in .anuary)

Sheet Glass 2 um x 40 in. ofa  5.50
Yaccum Flask {ba ..Lle) One pint Bach 0.46
Charcoal Iron {nickel) g in. Dz. 2,90
fdre & Tube(Truck)  32x610 ply : Set 63.00

n " gpuascnﬂerﬂ 500-166 DLy " 30,00
toabber Belt(Industrinl) 1 in. x 1 ply Dz. 04026
Printin raper 44,9 ure L 8Qe Me 100 1bs, 24,00
Newsprint holl 100 1bs.  11.00
Cellophanc Colorless

90 em. X L00 em. 301bs 500 sheets 17.50

(It is of intercst to note that tires and tubes end some other items are ligted umiv

Sundries which nre cxportable irrespective of the export ban imposed on Dec. », 1950,  The

SCAP enlarged the scope of the oxport ben on Junuary 1 to include. certain itoms such as
textile machine, sewiny; maching mLCroscope, gtc., but left cut tires and tubess ~13.
{08, 13/1/751) *

Automobile Tirca

TSR Up export stimuloted by the world erisis, Japan's automubile tire industry
ig trying: hard to extend the market to other regions,. in the way of their endeavour,
Towever, stimd the YisTmy priced of metorinles  Ae roormement fever seimed the world in
tne latter half of lest year, crude rubber and cotton cloth, in parallel with other
atratepic materials, soured in price.  Crude rubber went up by 40% n nd cotlon cloth by
‘wl%. In congeguence, the price of a rTubber tive rose 15% last June, 25% in August fod
nemin W in Dctober. At prosent, o tire costs more than u57.

dpecial procurement orders the Koreun wer holatered the sutomobile tire industry of
JBanan. It is, howaver, problematice i if it cen maintian its cxport activities after
gomplete delivery of special procurenerd orderas  (d.F.C.  15/1/'51)

Flates Glass

Jupanege Lxports. Plate . lass export of Japan amounted to en aversyy of 18,000
hoxes o month ia 1949. With the outureak of the Koremn was, export to Koren dropped
sharply . The result was that in July total export of plate #lass was only *,000 boxea,
in August 6,000 boxes, in September 8,000 boxes, and in Qctober 7,000 boxes.

In fovembor, export zoomed to 24,000 boxes, nnd the FOB prices rose rrom ¥4.30 per
pox in Aucust to «9.10 1n Hovember. fhig ie the result of world-wide armement expangion
which reduced cxport ot furope and Americo and megle Southenst Asia counttries more denen-
dent on Japan for supply of plate ;loss, Formosa is expected to contimue import of
Jepanese plate oless uhder the Japan-Formosa foale agreement, Also therc came an  order
of 200,000 boxes from Indoncsia .

While 3,500,000 boxes were manufactured for 1950, 4,100,000 boxes are utated for

@951. But gless cutput depends largely on the import of saltpeter, and vitnl materials.
(3.8.0.  15/1/'51)

Cothon and Cotton Goodae

Wili Japun's Spinnirg, Boom last Much longer?: Froduction of cotton yurn and cloth
it a postwer hijh last October in Japan. %arty—spinning companies produccd in October

s preoxinatain byl PeY REIESEE 000 1 ClatiPHa ol e bl ot GibeS

same month, showing an increase of 3,350,000 square yarda over the previouu month.



 25X1A

Approved For Release 2006/03/17 : C]A-RDP82-00457R00740061000E-Q i
(32)

October witnessed the expnrt of over 100,000,000 square yards of cotton cloth. _
Japan's cotton cloth export which was discoursuing in the first half of last year due to
inactive trode with the sterling area remarkably picked up later. Ag a result Japan ex-
ported last year just about 1,300 ;000,000 square yards of cotton cloth, leading all other
countries in the export of cotton goods.

keasons for Looms The flrst o2 use is, no doubt, the pogtwar upsurge of demand
which was suppressed during the war. Demand hecame ei’fect:.ve as trade returned to
normal. Th nommat venrs. expors of cotton moods comes o a gtand-still for several
Hlomthe durings the rainy season. Last year, however, export did not slow down even
during the usually dull season. In the tirst six months of last year, cotton yarns
export registered a 8% increase and cotton fabrics export a 38% export rise over the
corragponding period of the previous year, This wa s possible because of a brisk
demand the wo:r:ld OVeT'e

Demand was_further stimulated by speculative buylnb followiny: the Korean Wawe
Together With a sharp proce riss, bthe prospest of increasing difficulties in mporb from
the US and Britain stirred up specula tive demand in the Sovikeast Asia couniries
Therefore, orders for Japanesc cotion g,OOdS were immediately booked in full for the
resy of the year.

In‘oe.«na’njona“ Prices Soar, - Under the circumstances, cotton zoods prices soared.
The free price of wotton yarm wenmt up to ¥240,000 a bale and that cotton cloth to ¥3,600
per roll {abtou’ 10 varde). The former rose by 78% and the latter 60¢ compared with
the price that prevailed before the Korean war.,  In compaison with the official pricey
cotton yarn price was nearly four times higher and cotton cioth price almost twiwe
higher-

A fivm rend of cotton goods prices in the foreign market favourably affected Japan's
export and combributed to ite phencmenal expansion. On the o*ker hend, domestic demand
was_considerably curtailed by export Ailotment of covhon varn £or tome” (,omnmptlon
Tageed severas. months benind, Home demand was thus mede fto suffer, In-free economy,
howevey, the price level at home ang abroad should not be far ana *To In this scense it

is desirable that sotton goods prices in Japan be raised by higher woxrlid prices.

If raw cotton is secured, *the current boom will last throughout 1951 unless the
interna tional. situation underyoes as spectacu'ar change. - Against 12,800,000 spindles
Japan possessed before the war, it is to be rotod, there are only 4,000,000 spindles,
or far 1ess than Balf of prewar spifidieage, in Japan nowe

Contlnuatlon 0f the 'sotton indust _f boom will, 'the“efore 2, depend solely on whether

- or not uapan “can L,et a8 much as haw r:onton as she roquu‘es.

- Allotmen* of Ul 1:*'0" Veciding rfector, It is a matter of common kmowledyge that .
demand’ and supply of “an sothon is influenced by the amount of raw cotton produced by
America.  Abous 16,000,000 baies of LS cotton is said needed. to £ill world demend,

- However, the US foi'_lows a policy of fixing her cotton producing area at 25,000,000 acres
and her cotton oubput at 13,00C,Q00 bales a year, This awount fluctuates depending on
cYops . Last year when the soton crop was bad, the US produced only in the reiphbourhdod
of 10,000,000 bales, much less then the Saryet amoun‘bq The US govermment exercilse a
rigid, export control over raw cobtlon. on atcount of which other countries are at the
mercy of the US in the import of coton.

RY
LU

The US puts aside approximately 10,000, 000 bales for home consumption and allots
the surplus, together with the amount carried over from the previous year (about 2,600~
000 bales), to different countries, The guantity she can thus spare for export can-
not by very larvume

It naturally occurs that increase 'in the US cotton ouput will easily solve world
cotton shortaye. There is reportedly a demand among American cotton cultivators and -
exporters for far increas<d output to set more profits from export. Incidentally the
domestic price of US @otton is 40 cents while its export price is 60 cents. If US
booste ker cotton production, hewever, India and other cotton producing countries will
follow suit. The result will be that the shortage will give way to over~supply.

Should this happen, the cotton industry boom will end due to lower prices of raw cotton.

As it is, there is no sign of over-supply of cotton, nor does it seem possible that
the US will trade her coiion production ceiling in the near future. Under the situation,
the onily question is how fto allot the amount now available, That is why some quarters .

e A £ eSSt ToBaEsy Ik ROFBS oL 578 TEBEABEBS o wtockwile
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dapan plammed to import for 1950 a total of 1,530,000 bales - 980,000 bales from
the US and 550,000 bales from Mexico and others. But sctually, her import did not
exceed 1,300,000 balds. Japan is _planming to :ncreasa hew cotbon import, 1_ _poagible
ko s !800}\10r bales for 1951, AT The beld HimG; Alinowh efforls are Loing Mmads 0 96w
cure at least 4s muah as in the POEYIOUS FRET Japenase r,o""i;on oD e WELE eilE0UL
aped by a. Washington dispatch iate lewsy year reporiing the US ‘

W Geeding 5o
raise cotton cx_.lotme'rt for eight n“ontns up 1o Mereh cf this yeav" to 1,250,000 udl Yo

N

Legarding the report of 1nc cased alioiment, ’ch MITI saids .4.) Japai: hes aiveady
contracted for iaport of 700, ooc? taies, ox 150, OOO bales above the ovipiral. ailoument
of 550,000 beles, The extra 150,000 bales will probably be allowed as ar addit’onal
allotment, 2) If the 150,000 beles ‘n exsess ave Hormaily allosted, Japar's eninning
companiss will be able to cont:mc operation unt;.; the end of May w:.th 700,000 bales
of Amexican cotton and stock on hand.

The spinming circles tam the follow_m, view of the increase dn the allotment:
1) The increased alloiment will be for the August-March periods It is a question how
this will affest the April-July allotment, Most ldkely, nwwever, Japan will be fully
allotted 1,233,000 bales of US cotton c_/ the end of November. 2V Prospect for colton
import Lrom uhe U5 ds bright, bub impost from Latin Amerinca and DPakistan is viewed with
concern, - Although import of some 380,000 bales of cobton othew thon America’s have
been contracted for, it is conditional and how much of the contracted cuartity will be
actually imported remains to be seen. Seeing that Japan &s in need of 500,000 bales
non-American cotton, those already contracted for, even of fully execubed, will leave
Japan alili short of cotton. However, the shortase will not be so keen as to Tforce
urtailment of production upon Japarese spinning compenies, ’5) Increase hn the ex-—
port of US cotton boosted its price to «C.42 per pound, the highest price in thirty
years. . And yet, it not so expansive as non-American cotton which is over ¢0.70 & 1be

Supply of American totton in fair quantity will make it essy for Japan to export
¢otton Hoods. Assuming that Japan can fsacu.*e raw cotton; another factor likely to
Jeopardize the cotton toeom w:‘.] be a radiecal <ange in the world situation. dhat is
more, shoct of vassels, ris i) ‘f."e;g}h‘f and enal inerease in ihe
price of cotlor goods wi “Hhe discrepan eS Wili deprive the
cobbor goods marufscturesrs of w fat maw; wine  and eventually, demand will begin to

gradu’a_nly deciine in poonortion to a price rise. (JoF.0u J.5,"l/ 51)

Premium Gold Sales and Their Impact on the Dollar

The recent revival of demend has restyo red the open market price to about the
same level as that to which it rose very temporerily) immediately after the outbreak
of the Korean wa:." - now a little cver 942 an punce, againsy the statutory American
price of £35, Self-evidently the price would be much bizher were it nos for the 40%
or so of South Af‘r'we* t whichk is eol L4 3n semi-manufactured form; and ‘the South
African CRamber [ ) mesioting any tempiation to increass the
volume of sales, g month a good deal wider this month in
Tespect of the sriue €0 the Houth 2¥T7can mines emownted

4 ,l..? in .,ht prerious quarber and £59,527 in thae quartex im-

To £875,7770 agair

med..a‘tely p:‘ec»dl.n,;g Koreznwar, 1% weould szem that the net premium collected last
quarter on the ;0ld sold in ‘the premium ma¥ket was sbout »5% - after handling charges,
which would not be consideravle. But the betten pa‘*’t of the rise in the marke{ pre-

mium is more recent. It is now about 21% on “he official dollar price,

This could mean, if maintainted, en addiiion o up to about 8% to the gorss revenus of
~the South African mines, on a 4<“‘/o sales quolz, and naturally a much lauger proportionat
addition to their profits. For ihe moment the premium market is quite a major factor

in the economics of what is imcomperably the, world's most important goldfield.

The drain of 4old into the premivm maiket comes at a.time when the dollar is weak
and the US is losing gold repidly, and the state of the ;old market is no doubt itself
associated with dollar’s weelmess, For gsome +ime past American gold losses have been
running at a rate of beiween 42,500 me and ¢5,000m. a ryear. The main reason for this
loss is the sterling area's favourshle balance of payments with dollar area and to a
larye extent the UK Feserves gain wha* she imerican meseives 1ose. But undoubtedly a
lack of con.flulenf*e in the doll and conseguent desire 4o hold ;0ld rather than dollars
are piaying their part,  1ue hodic Trstineie evored by the Korean war and tho ine
ternational situation at large have Turned So gold instead of dollars, Much, if not
most, of tRe herktirerdRufekse 2006703/ T > Tl RBPB2co0457 REUTS0061008%:0s and direct-
1y or indiredtly by drafts on Americmn old StRCXSe The Bank of America‘'s expense )
.against its sales in the French free market is the smplest case, But the purchases
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in the Bast and in Burope are probsbly covered to a large extent by sales of dollars (
in some cases there are particular as well as general reasons for ‘F.his), and the end
of the process is usually to be fourd in some central bank converting dollars into
#0ld at the statutory price.

‘The. trend is such that. people are esking themselves whether the.umple supply of -
gold for premium markéts, “be %t for industiial and artlsiis purposes or just straight.
for wardly for the hoarding of pold bars, can be gtopped. by intermational autherity.
Ig.this just a demporary outbrenk which can be- checksd by .-callimg the sellers to heel
as some were callsd to heel formerly by the International. Monetary Fund?  Or will ther<
be a n internstional political improvement that will reduce the appetite of the buyers?
Or will the process ocontinue indefinitely until in the long run something breaks? - The
answers to these guestions are hidden in the misis of world politics. Bul meanwhile
they can hardly help being deeply pondercd in Washington. (Lo T - 29/1/51)

1II, ECONOMIC NOTES BY AlBA S & COUNIRIES

" Ching., : -

‘China's Forei.n Trade. The Peking Govermment has announced ‘that during the first
ten months of 1950 tradin. snowed & favourable balance of 32,22 per cent of exporis ove
total tmports. - No figures of the aetunl. anounts have been published. Tt wos aleo
Sentioned tustk abate~cwucl HOGLss showWsG 8 penceniags ok Hi g4t iz export buainese ag
apinst 45,62 per cent conducted by poivate coneems. “oxi the import side stde--owned
bodies smounted to 69.9¢ per cont hisner than private conesrns whioh totalled 30406 pex
eent of the itotal. China's chief exports wove soya beans, tung oil, hog bristles, pea
nuts, cuu®, ten, mineral ores. Her ohief imports were raw materials for industrial
PUrpoBca. (8'eBeEdlie 1/2/151) : . : ,

us

Price & Ve c Froezei Cunernl Lesemtment. whon no action aimed at controlling
price inflation could hope o win wiversal approvol, it is not surprising that the
Government in orderin: an immediste freewe of prices awd wages, has found iteclf oblige
%o toke arms agalinst 2 sea of troables. Ihe oxder scuws to have snbisficd- almost no-
body, but instoad to huve cremted widesprend reaentimenta

Conaunc28, who hud been led to expost thet it would vroiide for a vroll-back of -
prices to the level of cawly Junuary - which were sutetantially lower thaniivse now
are complaining bitterly about prices having rozen a3 their vory hiphest. ILabour
is indignant that-wages showld be frozme. before, as i vontents, they have had a chance
o cotch up with prices. - Al even the Pavwers, thouf they lave been resping hnrvests

" of profits amd will be largely exempt rom th rogtrictiona in tho order unless & law

is amended, are dissatisfied and ave darkly olserving that vortrols wiil cost thelB
in five years 10 to 15% of production which couid have been obtained under free enter-
prise. 4and alwaps there ie criticism of “those who sce in price contiols only an
attack on the symptoms to the unoglect of sdecuate attacks on the causes of inflation.

In an effect to avert the most serious conseyuences of complete freeze the woye
Board went to work immediately to diaw up & flexible policy of controls, a poliey to
shich lnbour and nanngersns sould agree and without which wege controis could not it it
Jndgement, be made effective. I had a special renson for haste. Only yesterday the.

‘hord-coel miners and mine ownere had agveed on a wage increase, as had a few days pre-

viously the soft-conl miners and their mine owners. Both increases were %o become
effoctive on Feb, 1. But these agreements were rendered invalid by the yeneral freesc
oyder. Now miners ere all members o John f. lewis's United Mine Viorkers Union and
no one Pamiliar with his record au their lesder and with the ungquestionable obedience
they alwoys give to his divection would believe for e moment that he, ot they would
quietly submit to having their jusi-won wage increases taken away from them,

- Endeed e 1 eales IRELIESR R GO YPes QONROkn the policin
of it-ﬁgp{gg%gﬁg%no Tac) o anl the 1ike - Wﬁ_ d:l.t!iﬁ:ltt?

5X1A



25X1A -

Approved For Release 2006/03/17 : CIA-RDP82-00457R007400610008-9
(15) o |

‘ake pract:x.cable uniless very soon the causes of inflation are attacked with much more
vi70uT Thim théy have baen Up 1o now - Wwhet has been done so far is by general aa,reemen
'é—ﬁ"y‘fﬁl'fﬁ:bu aleguats t(TEEEf)' down inflationary pressures, the Goveimaens is still makin
large expenditures for non-essential things and is still failing to offer any weal ine
centive to the publis to save rathen tran 1o spend its mon.g. Beyond ‘thay povsonal

dexation, higsh though it is, falls far short of what it -must be if the excess of in-
‘come in the hands of the consummt, pubiic is 4 to be absorbc.d. (L T. ?971/ '51)

UK _

. New Defence Projramme. iost of the remaining uncertainty concerning the size and
intended specd of the defence programme was dispelled by the Drime dinister's state-
ment yesteraay. ¥lans have bwen both expanded and accelorsted. Though there are
no real surprises, the fiures scem to be, if anythlnb, slluhtly bigyer than most
poople expected.

In terms of money, the three-year programme for total defence expenditure has now
brmm to £4,7000 m., of £1,566 m. a year, and the amount likely to £all on the next
Budget to £1,300 n. It scems fully possible that this latoest revision, in the absence
of any war in Europe, or considernble expansion of the war in asia, may be final, thougl
higher prices or the nccessity for hiher service pay might pessibly increase the 'cost.
If the cost of defence this year is ecstimated at about £880 m., including supplementar:
ries, the cost next year will be about £420 m, higher,

- If production for the armed services, so much of which falls on the engineexi
industries, is to urow in three years to four times its recent level, plainly enough
uxuch engingerin ; capacity must be twmed awey from civaiian and export work; It seems

to be ‘recogrived that ergineering exporte mugl be “e&ucod, For U7, ALTige insisted tha:
"other industries, including the. textile industry, will have to extend their exporis
still further'. Apart from this, d cartain amount will be taken from the domestic
investment progranmne.

Presumably these thin.s, even with the aid of incressed production, will not by
themselves. make sufificient room for the enlar;ed defence prograrme and there will be a
significant residue which will have to be made ool st the expense of the domestic
consumerg The policy is evidently to use Tinancial means in the first pace to keep
the domestiz consumer on a tiskt main. There will be o serics of direoct economic
measures to check civilian demand. Such divect measures are already 'being applied to
various raw maberials.  The critical question is naturally whether they w:.ll have to T
applied to man-power as well (L.T. 372/ 151)

Japan
Vital Statistics Japanese Ulack diarket Price Indices of Producer Goods

August 1946 ::100 _
" Year & Month detal &'Ianufactﬁres . PFertilizers Chemicals Aversue

1950 Septenmber 658 119 367 400

October : 704 133 369 423
November 737 140 316 430

_ sMianufacturing & Mining Production Indices

1931-33 1; 100

1950 September - Qctober
Hanufacturin;, . 103.3 115.6
Iron & Steel 170.2 197.7
Choemicals . 249.2 282,77
Ammoniwa Sulphate . 340.9 . 37742
Textiles 61.7 ' 67.9
Mining 123.3 128.7
Power & (ras 194.4 221.4
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Bxpor'ts & luports by Mdn-bh_ (v1,000)

-] ~
. 1950 Export Inport Balance
September 75,521 - 67,927 7,594
October 87,897 - 72,163 15,734
November 82,572 90,502 - 7,930 (0.B. 13/1/'51)

South Bastern Asié.

The Colombd il’lan. It is stressed that thoe Plan's aim is to pive "a fresh im-

petus to economic development in § & S.B. Asia in order to raise production, raise
standards of living, etc." - ' .

S reed plans may beo sunmarised as follbws, by countries and by classes of in-
vestment ;- : :

»

Countries (in million of &)
India o 1,379
‘akistan 280
Ceylon - ) 102 ' .
Malaya & Singapore 98
Borneo 8
© 1,868

Categoriess (% of total) -

'I‘rans1)ortatioh & Communications - 34%

hgriculture 3%
Housing, health, cducation 18%
Industry & ofining 1%
Fuel & power A 6%

Expected results are, notably (in siz years): Increase in cultiveted arca 13 m.
acrea (3#%); increase in irriated area 6 m. mcres (73%); increase in owtput of yood
creins 6 m. tons (10#0 increase in electric power capscity 1.l mm. KW (67%). These
sain would powerfully eliminate the vemainin: zhortoges and reductions in capacity
which are still.present today as the inheritence from the war. But the population
will still be ;rowing meanwhile, and ite pressurc increasing; the fact that thers will
be an adaditional number of months to Ffeed partly offsgts the ;ross increases indicated.
But the general stimulus will be a worldwide one , and is harder to celculate guantitive-
ly. In prewar days, these countries provided nearly all the world's rubber and jute

about three quarters of the fea, two-third of the oils and fats, snd were correspond-
in.ly important as markets for industirial pro.ucts in exchegne. '

The aim bein; a great speed-up in development the selection of method® of financ-
ing is a decisive considerstion. Little is to be cxpected from internal financin,,.
In India, for example, home-financed investmont is currently about 24% of the national
income; most advanced countries "plough back" 106 or more,sone as much as 20%. The
vicious circle (no savin: without development, no clevalopment) must be broken chiefly
’ by external finsncing, unless there is to be forced saving, or inflation, none of which
are cc{rbxtemplatud. 411 these countrics are rumnin; an adve: rsc balance of payment ot
present.

Tt is desired to aviod increascd texation, or even to rdduce existing tazation, 1
which is high relative to the levels of national incoms.

The main sources of fimancin; are expected to be: 1) Further drawing on sterling
balances, . India, Pakistan and Ceylon have nearly £250 m. down under this heading over
the six years. 2) Private investment. 3) Intcrnationsl Bank for Leconstruction
and Development. It can only extend further losns of the kind to projects,;of an excep-
tionally sound nature. 4) Govermnment - to - Goverrnment loans. This would seem the
importent channel. ¥or the most part, the amount requircd sre much beyond ‘the scope o
the other sources listed above, especinlly perheps in the earlier stages of the Plan. »
The British Govermment, in view of its special responsibility in the colanial sphere,
has stated its intention for furnishing all the funds required under the Plan for Malay. ,
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Burma
- \

The scopa of imports for which official forei;mn exchang:e will be ,.ranted by the
Burmese (overnment has been extended to anclude cotton yarn cotton piece ;oods, motors,
hurricane lamps, hosp:l.tul supplies (:anlud:mh equipment and medlcmes) end enamelware
for special uses. - (F.B.B.i. 1/2/'51)

Tariffs ana Trade Controls; open Gencml Licnescs Issued for Certain Commodities.
Newsprint, printers' ink, lon,. clobh, shivtin, o oand a, ricaltural implements are now
frecly importable into surma from sterlin countries under now open gencral licences

which vecams effective in Octobewe (¥.B.d.  25/12/'50)

A}

* £ %
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BaWe vaeeceinnnsenaessssnsssoessaBusiness wock.
ccmcnmtx,r of Comncree Journal
Collelle sevonoosesnssnsescscnesnses .Czechdslovnk_ seononic Dulletir;.
CuBuNe  eeesosecseesanssnsensassssChemical ingingerin News.
C.le ........e............‘......-'l‘he Commsree & Finance Chronicle,
Cobla sescescessconnascnsssesssoesiiic Chinag snil.
DeCoQe  avovcareaesvoonvecenseosDnil Commodity Quotations.,
Economisi; ererssessiancoesneseslhe Beonomist.
E.ﬁ. fedesessacersinronnanannns Bastern dor. ..
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HuTe - wevsenvenenennenennensenes don kon, Tolograph,
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I-‘.‘.‘oﬁo.v-..-nog ..-c-c.-o-n.-'---.-Indian, Trﬂa@ Bulletin.

KeHoYoPe esceee cesasssessnoessaUn Hiun, Yih fao,

JaleCo sesesrsescossesnssres osvsodournal of Finance & Commerce.

BollaTa wevnesevoncccorscsncnancss Japanese Exporters & Importers.

JeleToBeB, ceerssereneaassevesdapanesse International Trade Soard Mulletin.

L.T. .:oon.icovoa'-oob'.-u--uoianOndon Times,

§eCeC.C D P - 1212 Commonwowl‘th Crown Colonist,

NeYole  sevovsenvusssosensesesaresdionw Yorlk Times.

Ole  vevoocosns evessasnscecaesThe Oriontal Geonomy.
BeCoMaPe veercsvensncannonsassessosouth China Morning; Post,.
BDE e A0 e e entecnrnenonnnonesses il lS]_)LC'tdtOI‘o

S.0C.HoP. senerovseenansnsesesssoSUAN, Ping: Hul Pao.,
Sele¥ePe  sovasrecnrnncnncasancss Sin Tao ¥ih Lao.

SeCeBle  eoventeneirniionnorenaasSurvey of Current Susiness. -

'TOKQP' $eeoenssssesensreseeseoalil hunh 0.
Befleesnnssssasoocarncnonancaceesslon & Coffce,
PetlaBooessersrovsnvsonnnnscanonnsos Bhe Taxtile HMereury & Ar. os.

TPelNe ciievernnsnnnnnnennnonaans e Qromotion dews, UN Beonomic Commission for

Asia & The Far Easi.

Polie T *rresccesesrcsaineainoaaeolhe Time ,leview of Industry,

Us . ¥hB. Bevessoroerrecoesnenens US Fedoral hescrve Board Bulletin.
B NeWSs eeeiiiierieiianeens.n US Hows & World Keport Bulletin.

~

N.Jlbﬂ'i.l.l..'o..l.l....l..'l.l"d.chen Wall Street J()uI‘n‘l]..
Us B. C.8. 4ssecvcerenssnsssrrenssslld J)Gllﬁrtm(’u‘b of Gomlere() Bulletin.

WalaBeoouosaveonoorasvenenannessssWOrid flarket Bullotin,
Wi Dy ..........................Wun Wel Paoe. .
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