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JAPAN

Social Democratic convent®on results in increased Left Wing influence. The
right wing and moderate eleme its havo oontrolled Soctal Democrat pollcy
herotofore as witnessed by the'r holding the Party's sov:n rinisirfes in the
ocalition Cabinot. The v*thivewal of the Mationul Farrers Union groun from .
the Purty has weakened the ri lit wings At the Party convention last week the
left wing succeeded in eleetin, thc clutrman of Lhe convention and in passing
a motioun for scrapping the "4 party agreenent” under whioh the coalition
Cebinot wus forred. \

Despito increased lot ulirg strer;th, Katayara was reslected Chairan
of the Genoral Executive Corrttee while other nod.rutes and ri ht vincors
were olectod to the importent Party jposts. The comsosition of the new Contral
Executive Committee is now the subject o bitter dispute between tho two
factions with the lelt wing elaiming they should have balf the zenmbirship,
dhould the left wing suceeed in obtaining greater influence in the Purty, the
Democruts and People's Cooperativos will be given increased incentive to
withdraw from the Cubinet to which tlhe latter ig already ¢’ving consideration.
Operation “Crank-up" apparently to bo launched, The US member of the FRC has
made a stuternont o that body thub the US 18 planning measures to rake Japan
“self-supgorting at the eurliest possible time". In this connection, the
Army is to ask Congress I'or furda for the fiscal year beginning 1 July not
only to supyly necessities for the Jajenese seople but also raw nmaterials,
spare parts, and other items required for the expamsion of peaceful production.

This may be the first olfiocial announcement of "Operation Crark-up”, a
plan variously runored throughout the latter half of 1947. Under “Operation
Crank-up”, the US, it has been said, would leud Japan up %o a billion and one-
half § US for the rehabild tation of the Jupanese economye. . )

At tho least, the US stutement to the FEC is » recogn®tion that Japan will
continuie to be a drain upen US resources until 3% can be put upon a selL-support-
ing level. This goal, horever, cannot be attained until Jupan is able to enter
actively into the export rarket; Japan's econoryy is geured to foreign trade. - In
tho past, Japan customarily imported raw materials or semi-manufactured articles
and processed them I'or exyorte. Hence, it necis srimarily extornal aid for the
procurement of imports for processing. This the U8 Congress is apparently about
to be asiked to take undor adv’scment.

Zalbatsu banks escape iigsolution. It is revorited that the Zaibatsu banking
interests will not be subjtectod Go dfssolution measures to the gare oxtent as
other Zaibatsu interests. The rouson for the exemption is gaid to be the
importunce of credit facilitivs in the rehabilitation of the Jarauese econoryy.

' Before the wur, the Zaibatsu controlled the basking structuro of Jupan and
theroby were enabled to extend their active busiress trustse. Appurcntly, the
need for strong un-humpered credit vacilities in the cructal months shead has
led to at least a postponemont of the bresk-up in "excessive econonic concemtra
tion" so far as the banks are concerned. Whebher Zalbatsu inberests will
continue to control the banking structure is extrorely doubtful, however.

Inflation in Japan. -Purther analysis of the inflationary tendencies in Japan
shows that the [:ars of a runavey inflution lealing Lo economic crisis in the
immediate future are exapyerated (cf. FE/P Br. Weekly 13 Jan - 19 Jan 1948),
The Harch 1946 figure of 12 billion yen note issue amvears to have been an
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abunornal ones the o.ficial fipure of nobte iscue as of 31 llareh 1946 was 23
billion yen. Hence note issue had multiplied a proxinately 10 bimes from

51 March 1946 to the end of 1947. This compares with a 30 Himes incrouse in
CN dollars durin; the same veriods :

For the yedr 1947 through August, incrense in nobe issue, effective price
index and wages of mining worksrs (underground) a pear to have xeot apace
(a-proxinately 2 1/2 tines). Hence, the ‘nilution a pears to have boen kept
within bounds. Nonetheless, labor does have cause to complain. Average warses
of other workers during the sare period increased only about twice; wudergpound
miners are lavored. Goveranental employces who camot barguin collectively and
arc kopt to a fairly rigid wage base ure puarticularly hurt. Further, wages
. customarily lag. 8o long as the industrial level renains fairly constunt, labor

will be squeezed by the incr asing prices. HNevertheless, the situution conbinues
eritical. Incrcasing note issue together with a low industrisl level rust ban
scrious economic consequencese Operation Crank-up is intended to obviste these.

KOR®A

- Puture Sovist capabilities. The recent Joviet refusal to nerwit the UN
Commission to operate in North Korsa should not be taken as an indication of
lack of Soviet coufidence in the survivalepowsr of its puupet North Korcan
People's Committee. Soviet boyoott was quite clearly indicated from the time
the subject was placed on the UN agenda, and the failure of the USSR to execute
a diversionary manouver for the purpose of camouflaging its defiance of a UN
resolution can in no semsc be atiributed to a lack of political resources " \
occasionsd by loss of the diplomatic initiative to the US.

The USSR is in comtinuous process of stripping lown its armed forces in
Korsa to a point where uniluteral withdrawal iz an irminent capability, and of
increasing Forcan participation in the Horth Xorcsn People's Committee to the
point wherc it is capable of energing full-blown as an “aubonormous" state. The
Kremlin is clearly commitbed to the policy of eventual domination of all of
Korea and has a_purently decided to utilize the DPeoplefs Cormittee as a base for
this expansion., Its recent actions indicate that it has discounted the TN
Commission, topether with "world opinien” which the Commission reprosents,
for what they are viorthe It is probuble Shat the Kremlin will continue for the
present its policy of piving the US "enough rone" even to the point of suffering
the U5 to sstablish un indejendent South Koruan Governrent, since it probably
believes that US forces would then be vithdrewn, lsaving the infant South Korcan
regime dofenseless. At such a jJuncture the USSR would be found juite sresured to
carry out iis sclf-imposed cormitment of "simulbancons withdreral' since it could
then let nuture, in the orm of the Yorth Korcan Peoplets army,take its coursed
Such aetion viould be bused on tle assumvybion that.bthe only possible US sounboer-
move would be that of a formal protest in the U On the other hund, the present
Soviet policy possesses the d*stinet virdue of avelding any weakening of the
USSR's position in North Korea, this leaving the Kremiin urepared to counter any
move to strengthen ths US position in the Southe
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There s no rejor ilditery activity in onchuri: curdng the
pisst weck, The Coazanists were :;yparently builaing up roar wrec stocke
tiles in preparution for wnother cary algn anG the Nationulists were ini-
tiuting a nev cowmirsd setup, once again sepurating the militury and the
political leudershiy . The rilitar, portion of the Mationnlist lunchurizn
coumand will be vested in el Li-huang, who is highly regurded in US cir-
cles es o result of Lis succusses during the lztter phasus of the Chinese
cerpaisns in Durmn. lle is solc w have o very strong position in Ay
3olitics and to be “acceptuble” to the haupoa Clique,

!41itury wetivity in Dorth Chins wus ceniered around tucd
with voth sides reportecly sustuining hexvy cusualties znd in Shantum,
vhere the Commnists continue to return to those buse aress fron vhich
they ere uriven list yeur, Comrunist units in Shinsi cowntered the move-
rents of Yen lisieshun by penmetruting to within ten -iles of Yents cupitel
wt Tuiyuen, -

| | the Caxunists 50X
in the Tuihing region (L. Shansi) openly stete thut their primry military
teryget for 1948 is to curry the civil wur into, ana south of, the Yungtze
River vulley. %he zrect msjority of the Comrunist regulars frovn tho-¥ai-
hang are: have c.lrwdy moved into Hupeh, i.lere Liu Fo-cheng is presently
enguped in trying Lo cut river: co.amnlwtionb Tron Szechrun t.o the cust
coast.,

Internul toliticul

The control of the Chinese llation:z1 Goverm—.c,nt continuos in the
hunags of tic rixht-wing cxtrendsts. Legislitive Yuan elections appour as
econpletely prearsunged und controlled b tie Covernient us tiere the
Nationsl .isserbly elections, uith populur cynicisu anu lick of intercst
even nore in evieencc. The nost notevworthy diffcrence is Lhut wnile the
Jrevious elections .cre al;most entirely run by the CC Clicue -~ which took
a n.jority of seats and dictuted the disposition of the rerainder to other
Governuent fuctions zs well as minority purties =~ the rresent clections
reveul thot this time rore control will be shered Ly other rightist groups.
The Sun Idn Chu I Youth Corpe, Hsuzn Tiehetu's Shanghai Garrison leadquarters,
the Bureau of Investipation and Statisties! secret policc, have built up
their election michines and assured themselves, in Shanghai at least, of a
lurger share of the spolls thon yreviocusly. Freliminury inforration from
the provinces, however, indie.tes thit in Kiungsu and Cheklang the CC Cliaue
will & cin dominute conu.letely. .

The Chinese press, hungry fer neus fit to }rint, found a welcome
outlet in the Kouloon incident vhich ended in violence in Centen and demone
strutions in Shanghid. The offente to Chinese sensibilities fcund expresse
ion not onily in the voluxe of the news coverage but in cditorisl comaent
in nevs;apers of wll shides of opinion, On every side tarning wa.s given
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the tritish that unless the "brutal insult" wus righted populur sentiment
might be more forcibly expressed. The uprour extended even to Ta Kung Fao,
influentiul Chinese neuspaper which norrklly muinteins @ relutively ration-
al and dispessionate attitude. In generzl, the untouzrd amount of cttention
given this minor incident vas a diversionury tuctic to keer public attention
focussed on a foreign issue, vhile interncl wetters bocume increusingly

bud (see also “Lxternul tolitical® below).

isxtern:l loliticul

Cunton-Shanghai disorders. aritain his demsnded full cospen-
sation for losses at Canton znd full enuiry into the identity of organ-
icers und jurticipunts in the attuck. Chine has claimed Iyll copensie
tion for the eviction of the {owloon squutters. Doth Governrents ree
frained from wentioning the counterincident.

The Lnbussy reported on 23 Junuury that Chinese authorities were
reluctunt to adopt strong meusures to suppress the Canton-Shanshei dis-
orders because of the widespread antielritish snd wnti-Us feelinyr, which
had veen influmed by "Governuent deminztedn propa;andi, Thus strong
measures woulG expose the Governuent to charge of fuilure to resist im-
periulist ¢gsression. filso despite expressed Government intention to sufe~
guard foreign lives und property, anti-iritish propisends. continues una~
buted with iuplied inclusion of the US as likewdise imgerialist. The Consul-
General at Cunton has exchanged communicualions with Governor T.V., Soong on
necessury protective meusurcs to US und other foreipn lives und property,
and is dissutisficd with the Governor's ussurances s since the lutter lacks
the support of many high level le.ders in South China,

A Nanking United Fress story of 19 Junuary reports Chincse sources
45 suyinf that the Canton outbreuk vus intended inter aliu zs = reprisul
for the sunctuary wiforded by the llong Kong &uthorities to lurshal Li
Chi-shen und other dissidents, 1In this connection it rey bs noted thut
the Hong Kong Government last yeur guve Li Chi-shen several warnings thet
he would be ousted from the colony if he continued to violate the terms of
his admission there shich included abstention from "caustic criticism of a
friendly governaenth, ‘ -

Yossible Sino-Soviet rupprochement. The Nanking Embussy reports
thut on 23 January General Cheng Kai-min (-hose general reliability is
questioned) states menbers of the Folitical Seience Group now strongly
favor rapprochement vith the USSR as msuns of insuring China's neutrulity
in an unticiputed US-USSR war and desire that Chiung Kzi-~shek go abroud so
that he will not be un obstucle to such a raprrochement, The Imbussy further
reports that Soviet Lilitury ittuche, Generaul Roschin » 8llegedly had sug-
gested soviet good offices in ending the civil izr. Coupling these t..o
reporte, the _mbussy believes that it is possible a Soviet mediution offer
has been made and thut the deteriorating military position hus disposed cer-
toin elements in the Mutional Govermaent to acecept,

Travel Fermits, Hollington Tong, of Governrent Inform.tion Office,
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stetes thut possession of a resident (entrance) permit 1:ill enable a

\ mtion:l of o foreign state uhich hus i treuty with China to travel in that
country. lon-treuty nationuls und stuteless jersons must upply to locul
police stations for travel permits,

Atomic inergy Commission. In un atteryt to brouk the decalock
betieen the US:t and the Commission majority in the UN itonmic nergy Come
mission “orking Camittee, Lr. lici lisieh~jen, adviser to the Chinese de=
legution, on 22 Jaumuary offered a comgromise proposul. Tho USSt has in-
sisted on sejurate internutionzl conventions, one to outlav atonic vicupons
a&na unother to establish a system of world controls, while the US and the
Conmission majority have supported o single combined plan, Ur, "¢l jro-
posed sepurwte conventions with co-ordimated enforcement, so that the ime
plementition of the tarms will be co-orcinated.

Chinese Technicul !lission to US. &Since the wrrivil in “ashington-
on 16 January of the Chinese Technicul lission, Iei Tsu-yl, vho heuds the
«dssion, und his asgociutes huve been in duily confcrence with State De-
purtcent officials on tlic wid plun Lo Chinu, vhich, it is unticiputed, will
provide safeguirds for the US outlay, and stipulate am appropriste msasure
of self-hely. The Iiission will be shovn a copy of the proposed US plan
before it is presented to Congress (see also Miconomic® below).

Economic

Currency. Shanghzi nurkets vere unusually quiet during the pust
meek . The-m blackmurieet selling rute receded from CN $180,000 on
17 Junuary to CN 160,000 on 23 Junuary 1948, lio chunge is noted in the
officinl vopen" xute of CII {115,000 which w:s established on 12 Janw.ry.
It is rejaorted thit the issuance of large denonination notes has boen sus-
pended (Customs Gold Units notes of 1,000, 2,000 and 5,000 equivalent to
Cnl L20,000, 40,000 and 100,000 rcspectively, introducced last month, have
been the lor est denominations to cppeur to date); also thut sending cur-
rency by air is tunnod. lolice controls and loan restrictions have czused
the £1iht of some idle capital to Canton. iloney remains relutively tight,
foreing interest rates up to neur 30,7 per month. :

LVemunki uppears to be groving in upecountry urecs for silver
dollurs thut wre still in circul.tion. The Communists are also shoving less
interest in CH currency.

The Chinese press reports that lei Tsu-yl, now in ashington as
heud of the Chinose technical nmission, would jresent to the US Govermuent
Chizng Hui~shek!s tio ulternative currency reform plins for winich lorge

- e&sh or credits oulu be roquesied, One plun culls for a nev piper cur-
rency busea on the gold standurd und linked to the US dollar &t the pre-
var rate of 3.33 to US 1. The second plun is a nclul currcency supplesented
by jajer no.es znd bused on tlic gilver stindurd. The jlction:)l Government
estimu:tes tiwt US ,300 millicn :ill be requireu Lo finince the currency re-

' form project. The Governuent docs not plin to introduce the new currency
untlil cconomic stublility har been achieved. Shanghui foreign economic

{
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witers regard the currency roforn telk as an "eye-wash” even with US aid,

Prlcel. Steudy arriwils of rice stocks at Shanghal have kept
the retuil price at CH v1,000,000 a picul, the same ;,rico uas reported on
16 January 1948,

Shipyping. The Chinue merchunt fleet is now reported 31.6
larger than it was a year ago. During 1947, 1,029 vessels were added,

crease is attributed to the purchase of surpius from the US und other
. countries, and recoveries of vessels from Japan, :

The port of Tsingtao is still closed to foreign shipping.

Tentsin wes cut off from the ses following Corrtmmat capture of
gseveral points aleng the Hal River on 9 Junuary 1948, Vithdrawols after
tiio duys pernitted novi;ution under militery escort.

Railroads, The teipdng~Suiyuan railrcad fron Langshan to Tamu
w:s destroyed 31 December 1947, presumably fx-om var operations.

- kussenger service is open on the Feiping=tankow line us fur south
a8 Chosien. From Chosien soutlnord the line is badly damsged but service
wus reported restored as fur as Sunglintien by 6 Janmuary 1948,

- The Changehun railroad orerations are repértedl’y reduced to 87
kilometers cperating from Suchiutun, south of Ilukden, to Tiehling, to the
north. iail service from lukden to I'enhsi vas reopened on 3 Jamuory 1948.

Highvays. Changelun highuay commnicutions rere recently ree
ported closed E all directions,

‘ Traffic wus resumed on 10 Jamxary 1948 on the highway from Chuhe
sien to Changshan (20 miles) in Chekiung Irovince after completion of
reconstiuction work,

Telecormmnicutions. Radiophone service botreen Canton and Hong
ong hzs been inaugurcted with tolls of HX {12.00 for the first 3 minutes
and HK {4.00 for each addition:l minite, Rutes from Shanghal to the US
are b;.sed on US 12,00 for the first 3 minutes comrcrted at CN $89,000 to
us

Coal Conrunist interruption of lorth Chinz railways muy force
‘Chima to seek Canadiun, Fhilippine, Siberian or Indian coul for Shanghai.

SECRET
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Donmonstrations for Eao Dci's return. Early in Deconber 1947 tvo
neetings took vlace in ths Beiec d'Along between French Miph Cormissioner
 Bolleert and former Annanito Irperor Bao Dai at whieh the politieal basis
for D=o Dai's rotwrm was settled. TFollowine these meetinps nev volitieal

rroupinge pradually emsrgod in both north and south Vietnam. Tallies
were held in the chisf cities of Indochina, s-onsored by the istnarwse
Fationalists who are opposcd to lio Chi. Ziinh and his Viot Tiinh, in order
to exproes confidence in the former erperor's ability to lay the founda-
tions for "indevendomee and unity.”

ith thesec rallies as a foundotion, the "Vietnam "wos Cia Tan Noan”
or "P.as.,enblomnt !ntional Vietnaden emcrprod in Sairon, its ain Beines
to ~rour all molitical arnd resistance nlerents in a moro effcetive strurele
for unity and indopendence. The outcame of contacts with sindlar erours,
such as the National 2ally l'overent in “nnoi, was the formotion of the
"aoc Gia Lien TMen™, which united such eleﬂen ;8 ip one bloc behind “oo Dai
in an effort to recalize Tictnawsc asvirations anmart “ron the stro-~le o°
Tlo Chi Iinh's Vietnan Ticpublic,

Taeh dissension arons Tao Dnl su-rorters has been evident reecently,
particvlarly in the dissolvtion and re-eroztior of nurierous cormittens in
nortih Vietnam. Yormor Frosident le-van-Yoaeh of the Cochin Chine Novern—ent
vas criticized by sorw of the north Vietnan ecrours for his close collahoration
nith the Ireneh, but his fection countered with a new comittes of its ovn.

These Téronstratio~r have been sponsorcd by the “rench so that Tao mai
ray appoar to be reecalled to Indochina at the "peonlo's dernd." The
schisn amony: the Bao Dai supporters, attributed by many to personal stru~~les
for political nositions and leadership of the pro-DBao Dai moverent in the
north, is a clear indication that dcspite Trench efforts to build a firm
fcundation for the forver emperor's return, they have failed to ereate the
cooreration amons the anti-Viet !inh Notionalists reguisite to the success
of any governrient which plans to exclude Ho Chi Tinh,

- SIAM

Current Siamesc oolities. The provisional rovermmient hended by
Preomicr Khuons Aphaivong is planning to hold national elections on the
29th of January. DBecause thic uppner house of Parliament, the Senate, uaos
re-created as an anpointive body following the llovember coup, these elcctions
will detcrmine the comrosition of only the House of Represontatives which
was dissolved in lovember, 3By thesc elections the rovernment will becorme
leralized and pormanont within the provisions of the nes: constitution,

SFCRET
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Premicr Aphaiwmong and his Democcratic Tarty are expscted to win a
majority of the iloume geats, but becausze of the sStroncth of other parties
in Parliament a few opposition leaders may be included in the new cabinet:
to form a coalitlon rovernment. In exrosine itsolf-to a weneral election,
the provisional rovernment is attempting to demomstrate its stedlilty and
to prove to foreirn goveraments thet reecornition should ba sccorded to the
pest-clection povornment. . '

: A growingsnplit between the Aphaiwonp Covermment and Marshal Thibul
and his .Jimy supporters is rapidly assuming oninous proportions, primarily
because the provisional and basieally eclvilian gowernrient is attempting to
adninister Siam repardless of the wishes of the military. There are many
indications that the military may diseard Aphaivuonpg, eyen if he is duly
roturned to office by the slections, in the event that his rovernment eon-
tioues its independent course of action. If the military believe that
overt seizure of control is necessary, another coup d'etat will have to he
staped since the emerrency nowers recently held by the military have been
returned to the civil muthorities.

LiDOLESIaA

Sipmificance of erisis in Dutch-Indonesian nerotiations, Implementation
of the recently si~ned Dutch-Indonesian truece will be comnliecated by Dutch
suspicions of Republican sincority rerardineg a political settlement and by
the Republic®s railure to understand the ivmliestions of the terms of the
docunents which were sirmed on 17 January., The effect of these obstacles
on Dutch-Indonesian relations weore illustrated by the crisis which devcloped
after the truce wos sisned and which neariy led to the eocllapse of the N0C-
sponsored necotiations. The erisis arcse from the belief of the Duteh dele-
gaticn that the Republic hed only conditiorally accepted the WC's Siz Prin-
cinles for volitical settlement which the Duich had alraady accepted un-
conditjonally. The interpretation of the Republiean renresentatives rerarding
the GOC's Six Prineivles aprarently led then to believe that the Repuhlic
could continue to conduct its own foreirn affairs and exercise other soverelim
perquisites, despite the clear statement in the Six Princivles that such
sovereisn rights will remain with the Dinedom of the Netherlands until the
transfer of soverei~mty to a2 United States of Indonesia. 3hile the erisis
was later averted by Fresident Sukarno's unconditional accentance of the
Six Principles, the ineident has reinforced the Duteh belief that the
Republic would attempt to evade fulfillment of its eormittments in any
eventual political acreement. The tendency of both the Netherlands and the
Republic to derive vastly different interpretations fror the some sirned
cormittment, and the habif of each party to recard its interpretation as the
only one possible may readily lead to repeated breakdowns of nerotiations.
and finally to a resumption of Duteh "police action” on the prounds that
dealinss with the Republic ave patently impossible. Varyine interpretations

’
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‘ of the Linggadjeti Agreement and refusals by both sides to give way finelly -

led after four months of increasingly involved negotiatione to ths "police
action® of 20 July 1947, : ,

PHILIFPINES

Defense Secretarv may_hesd mission to US. President Roxas has proposed

that Secretary cof Ertionaml Defense Kanglcon hesd o miszsiom to Vashington to
press passage of -ending US leglelaticn benefiting Philippins ceterans.

While Roxme prefers that Kengleon, war-iime zuerrilia leader ca Leyte , head
the veterans® mission ez a orivate eitiven; Kengleon believes that his assigne-
nent to a mission vhich would be required to register as a lobby would be une
dignified. The Defense Secretery, now in Tokyo conferring with General Mac-
Arthur, nrefers to come to the US in his officisl canscity in order to discuss
US poliey corncerning Philinpine defemse snd to determins the extent of US
asslstance "in rrenaretion for and during next emergency."

Roxas ¢alle for armed showdown with Hukbalshap. FPresident Roxas, in a
two=hour extemnoraneous speech at the snmuel meeting of -rovincisl officials
on 22 January, called for an armed rshowdowm "as quickly as —osrible" with the
dissident ~easante (Hukbalahap), whom he labelad Communiste. Revieving his
administration since Msy, 1946, the Precident deeclared that the nolicy of
"avpeasement®~-~including legislation ~roviding lsrger rice cron shares for
farmers and a land resettlement wrogram, ves a "mista%e" and a fallure because
the dissidents did not believe either in -rivate rroperty or individual rights.
Varning the provincial governors snd mayors te have no contact with the dise
sidente vithout the knowledge of the Constsbulary, and stating he believed
that the armed neasante vere determined to overthrow the Government by liquie
dating ite lendership, Roxas, according to an AP renort,; said: "Thank God
this Government has physical strength ard wower to control thirs situation."

Roxas' sreech came lees than & week after the moet recent Philiwpine
Constabulary offensive, begun 12 Jenuary snd aimed at canture of discident
leaders and the breskun of armed elements, erdede=as most ~revicus camraignse=
in failure. This drive, first termed "Operation Mystery" ard firally "Operw
ation Carefree," involved approximately 2000 Constabulary men in a nlanned
15-day Central Luzon offensive ageinst an estimated 3000 Hukbalahap. The
Constebulary task force commandsr admitted the helnlessness of his troons to
cope with the strategy of the Huks who die~erse ranidly in .the face of large
Constebulary troop concentr-tions and then re=form their units when the '
Governmert forces move on,

The Roxas speech is not expected to result in sny immediate settlement
of the law and order nroblem. The speech,which was doubtless designed as a
political maneuver to bolster the courage and gain the su-port of hardpressed
rrovincial officials and for -o-ular consumption, nevrrtheless reveals to
some extent the rense of frustration the {hisf Executive feels at midpoint
in his term of office when he finds the most serious immediate vnroblem still
remains the ectablishment of law and order.

Ehilippine Congress faces stormy sesglow. The Fhilippine Congress, which
convened on 26 January sfter an adjourmment of eight months, is confronted
with legislative nroposals on two rerious and recurrently embarrassing problems--
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establishment of law and order in Scuthern and Central Luzon and settlement
of the colleboration question. It is exnected thal measures deeigned to
grant amnesty to political cocllsborators will receive support frem Congress-
men of both warties. The Congress will be divided, however, on the lawand
order problem with members of Roxas' Liberel Party unwiliing to mzke con-
cessions tc the militent dissidente and the minority inclined towsrd further
attempts to medlate. Thile President Roxse undcoubiedly stated {he Adminia-
tration’s stand on one or both of these ~robleme in hie State of the Nation
message it is likely that he stressed more firmly issues which Fejuire addi-
tional US financisl asristance--veterzns benefite, develormental loene, and
sdditional war damsge. ’

The current cession of Congress will be in 311 likelihood a stormy one.
Minority stremgth is -resently on the increase, and party feeling iec intensi=-
fying. Before Congreess onened both Liberals and the minority had taker well
defined stands along lines vhich vill nrobabhly becoma more sharoly drawn as
the ression continues, Horeover, developmests during this session of Congress
should definitely shape the precidentisl cau-algn of 1949-50. The UBCOmPro~
miging stend of the Roxas Goverhment vowara ihe luzon dissidente has given the
opposition ar issue u-on vhich 0 make politicel canitel, and amesty, if
granted; will release from the stigma of collaboration a highly capsble group
of men whose political ambitions will beeome well=defined,

!

AUSTRALIA

The margin betveen Australian exports to sand imnorie from the US was
unfavorable to Australia in the snount of & 125,000,000 for the firet five
months of the current fiscal yesr. Vhile this figure might seem to belie
the effectiveness of the imrort r-etrictione and the eoncurrent export drive
initiated in November, it is believed that the full effects of thece policies
will not be felt for several menthe. Australisn Government officials are
looking to the Europesn Recovery Progrem for the incressed nurchasing rover

. In Europe which would inecremse their exrorte.

NEW ZEALAND

Representatives of the French are consulting with the New Zealand
Notional Airways on French aviation in the Pacific. The French are nlanning
an extension of their air services from Noumes %o Papeets and Tehiti via the
Fiji and Cook Islands, .
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