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25X6A <©:CTION I. SWLIARY OF FAR EAST TRENDS AND DEVELOPHENTS .

If Rheo Syngman is sble to maintain his present dominent position in
Sonth Korean politics his warped personality and the sctions of his wmsavory
escoociabes may jeopardige the life of the infant M- tional Korean “overn-
mont {page 42.

Ghinese Nationalist oirecles in Shantung reportedly consider the site
uation there hopeless. Barrine an unforseen and basic reversnl of. Central
Sovornment policy toward Shantunpg and its provineial leaders, or direct
U3 mid to that area, the vwossitility that the Nationalists can maintain
control of any of the province (excent the port of Tsingtao) is beooming
remote (page 6).  The prowing trend of anti-US feeling in China, spear-
hecaded by student agitation apainst US policy in Japan, continues {vage 6.

The US delegation of the UN Good Offices Committee in Botavia is
currently making recommendetions which it believes will nratect future US
economio interests in Indonesia (page 8),

The inauguration at Hanoi on June 5 of the new Provisional Central
Government of Vietnam, wes completed in an atmosphere of extrems tension
and elaborate security precautions and emphasizes the tremendous gulf
betreen the newly ereated govermment and the peoples under its jurisdict:

{(repe 8)e
DOCUMENT NO.

NO GHANGE N CLASS,

[ DECLASSIFIED
CLASS. CHANGED TO: TS ¢

NEXT REVIEW DATE:
AUTH: Hl’iﬁ ’
DATE, (&~ _ﬁnsvnewen:_ 372044

H0TE: In succeeding seotions of this Tleekly, the following marpginal
) notations are useds

.

o A PR

(1) 4&n asterisk (%) e To indicate thut all or part of an
: item is based solely upon information from State's
*S/S distribution" series.

{2} "A", "B", or "C" = Inmportance, in B/FE's opinion, of
the item. with "A" representing the most important ones.

- ) \%@
Approved For Release ZOOOIomg-M090A000400060007-&\\9’ fb
R A



Approved For Release 2000/0§E§R- Eﬁ-RDP?Q-O1'0‘30A000400060007-5

w?.t‘
UECTION II. DEVELOPVENTS IN SFECIFIED AREAS
GENERAL

Hrupe: Mission recommends minimum reparations

‘the recommendations as to the extent of reparations removals contained “B"
‘n vhe 26 April 1948 report of the "Johnston Committse™ (the group headed -
5y Undersecretary of the Army Draper) are even more lenient than those in
e 26 February 1948 report of Overseas Consultants, Ino., (see FE/P veokly
¢-12 April)e Both Reports in effeot advise againat the removal of prod-
wotive facilities (exoept primary war faoilities) which might effeotiwely
s otribute to Japan's production and potential trade., However, the
jonngton Report recommende that "only those primary war facilitdes in
zovernment-owned arsenals should be made available for reparations whereas
the Overseas Consultants, Inc. had included privately owned primary war
faoilities in their estimates. '

The following table compares the recommendations as to reparations
removals contained in the two Reports:

TABLEs Recommendations as to eapaoities (and values) of removals for

raparations.

TROUSTRY WiT Capacity Desipnated VALUE
(in tons) for Reparations (thousands 1939 yen)
0.Cp Johnston 0.0, Johnston
Wtrio Acid lfetrio 107,000 ‘82,000 9,648 8,000
Synthetic Rubber Hotrio 200 760 10,236 10,000
Shipbuilding Gross 385,000 162,300 118,138 50,000
Aluminiom & Magnosium :
Fabricating Hetrio 50,000 50,000 21,688 21,688
Hagnesium Reduction Hetrio 480 480 12,669 12,569
Primary lar Facilities = - “ h475,887 SSOJOOO
TOTAL 1,648,166 662,247

Other recommendstions made by the Johnston Commltteo are:

1, Japanis mershant fleet should be substantially enlargede
2. dJeparese trade with ths prewar (nearby) markets should be
encouragad.
3, Foreign trade, now carried on almost exolusively on &
governmente=tpegoverment basis, should be returned to private

channels as soon as fem
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4, Polioy should be directed toward the establishment of a
definitive exchanpe rate as soon as monetary end economio condi‘:ions
become suffiociently etable.

. The present exchange rate of fifty yen to the dollar (the
"military exchenre rate") should be modified to refleot more nearly
the relative purchasing power of the yen.

8. Foreipgn private investments in Japan should be enooura.gedo
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Regaxding himself as the chosen leader of the Xorean people, Rhee is
obsessed with a desire for personmal power, Although his success in -
obtaining this power is far from assured, he has acted since the electione

as if his direction of the affairs of the new state required mere formal
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XKOREA (Cont.)

confirmation and ss if he were not aware of K6
Hrikdok opposition to his future

Ho has already stated privately
that he will accept US military and econmomic aid but only on his omn torms.
Rhea's adherence to this stand might well imperil the operation of any
fature US aid program. Rhee's vanity also mskes him fair game for celf-
sssking KEorean and US political edventurers and US "empire-builders”
interested in obtalning "comoessions® for the exploitation of Korean
narkets and resources. Moreover, with Rhee in control, the new govern-
ment may be denied the services of many of the scarce high-level mative
adninistrators and technioisns in South Korea. lack of any U8 guarantees
of support for the South Korean regime against probable Nerth Koresn
aggression and knowledge that there is no place for them under Rheo may
cause many modérates ard non-partisans, now cccupying responsible

Interim Government posts, to opposze the government or to refuse to aaso-
ciate themselves with o rogime which is morally and physically incapable
of opposing an ever-present Communiat menace. ~
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Shantuog has agaln emerged as a major theater of Chinese mildtery "AY
actiyity. Communist units from the Welhslen area, from north of the Yellow
Hiver, and from the Central China sector are gathering in southwesat Shantung
and along the Honan-Anhwei-Kiangsu border, west of Hesuchou. Action along
 the Tlentein-Pukou rail line from thet city to Tsinan, Shantung provincisal
capital, has resulted in Communist interdiction of the rallway above and
below Tsuyang as well as in the cepture of Teisn and Tawenkou, important
rajl towms. DNationalist circles in Shentung reportedly consider the situa-
tion hopeless and despair of any amicable and mutually hslpful relatiors with
¥anking. Barring an unforeseen and basic reversal of National Government
policy toward Shantung and its provinclal leaders, or dirsct US aid to the
province, the possibility that the Nationaliste can continue to control any
of the province (except the port of Tsingteo) is quite elim. The continned
Communist dslay in developing a major offensive in Manclmria suggests that
sarlier purges of the more intelligent and succesaful farming elements, the
draft of able-bodied young men, and the seizure of farm animals are now
necessitating the use of Communist army unita for requisite spring planting.*
The situation there remains pregment, vith mobile Communist units still
favorably disposed for early all-out attacks.

The serious proportions of the srowing anti-US feeling in Ching, as ngw
spearhesded in student agitation againet US policy in Japan, was emphasized
during the past week ty a strongly reproving specch by US Ambassador Stuart.
This movement hes been countered to some extent by reatrictive measures of
the Shanghal authorities, the failure of agitators to rally the bulk of the
students, the aroused action of a previously dormant middle group of the
public and students, ani a modifled attitude of the criticel Ia Kung Pao.

At the ssme time, Yoreign Minister Wang Shih-chieh, in denying any 111 fesling
among the gemeral public against the US, sald thet China and the US held
divergent views on ths dleposal of war-supporting industries in Japan, but
thet he was convinoed that neithsr would fcountenance Japanese rearmement . "

Prospect of Simo-Soviet Discussions Resarding Sinkiang. With Gensral "B"
Roschin beck in Nanking as Soviet Ambassedor to China, 1t ls entirely pos—
sible thet Sino-Scviet talks leesding to an informel moduns vivendl for
maintenance of Chinese sovereignty in Sinklang may ensus. Such an under~
stending might call for a kind of Soviel mediation in the nine month cld
deadlock between Chinese authorities in Sinkiang and the dissident Il1i Group.
Although the Chinese military position in Sinklang has veen improved by an
increase of garrison strength end by completion of a new highway to Sinklang,
Chinese forces could not withstand an 111 attack with eny considerable Sovied
support. Some Chinese Army officers in Sinkieng predict such an attack for
this year, poseibly by August. Pharsfore Soviet mediation of all points of
dispute in Sinkiang might from Nanking'e point of view appear desirable.
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The Chinsse will probably attempt $o reach an understending with the USSR
vefore acceding to the I1li demend for removal of Nanking-appointed Governox
Hosud Sabri. To achieve this, China would probably have to grant substential
ecoronio concesslons to the USSR. Soviet demarde in Sinkiang at the present
time might perhaps be influensced by the following factors: (1) The Stno-
<Joviet Aviation Agreement covering the operation of an airline from Hami in
Sinkleng to Alme Ata in the USSR can be tarminated bty the Chiness in June
1945 (effactive September 1948). Since the terms of the agreement are highly
fevorebls to the USSR, Koscow will want it extemded. (2) The USSR has tried
unsucesafully to maintaln a large consulate at lanchow, an importent city om
Lthe mein route from China proper to Sinkiang, The USSR has tried in the past
%0 have the aviation agresment exteaded to include operations from Hami to
imnchow and, although the Chinese have resisted, contimmed Soviet interest
can be assumed. )

Chan Li-fu, ylce-president of the Chinage Legisletive Yusn, will De in “C"
$he United States during June attending the Moral Rearmament Conference in
Hollywood. ¥or months he has expressed a desire to study democratic insti-
tutions in the US. Chen Li-fu controls the powerful and ultra-conservative
CC Clicus which includee many of Chiang Ksi-sghek's staunchest supporters,
but, in the political developments of the pest two montha it appears that
Chen Li~fu has not slways produced the results desired by the Gensrcliesimo.

The question therefore arises as to whether Chieng is using the time-honored
maaaure of a trip abroad to punish Chen li-fu.

Currency Reform. Although several sources report that small denomins- %O
tion notes chiefly of $1, 2, 5, ard 10.00 are on ordsr or being printed in
Hong Kong and Bengoon, and that nevw silver coins are baing minted in the US,
presunably for introduction into Chinma of a new currency, Hollington Tong,
Government Information Office spokesmen has dismissed as "premsture™ reports
of an imminent currency change in China, and declared that apart from the US
aid program the Chinese Government has mede no request for US supnort in
currency reform. Zong sald though the government hes had & currency reform
plen for & long time, it is #till uncertain when this will be put into prac-
tice. He flatly denied reports alleging that silver dollars are being minted
in $he US or Mexico in anticipation of a currency change. In an explanation
of the recent action by the Ministxy of Finance in lifting the ban on silver
colns after 12 years, Tong said their possession and sale to the Centrsl Bank
are approved, but private trading in silver is still unlavwful.

Erivate Exchange Holdinzan. A group of Legislative Yuan members headed "C"
by Chien Xwan-sen, hes bsgun drafting rulee for expropriating Chinese holdings
abroad. Also 84 legislators wers reported to have submitted a resolution oa
2 Juns demanding the registration of properties held by key officials in the

goverament. The resolution wes described me seeking to "prevent corruption
and establish honest govarnment."
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Pewors contemplated for NIUJ court affect future US ssemmomis interests
In Tndonesia. The extant to which the court of the proposed Netherlands-
wiias fnlen will restrain the volitical and economic freedom of the
“yvibed fhates of Tndonesia (USI) is ancther of the problems curreatly
miape <issussed by the Dutch and the Republic of Indonesia and is inter-
—r~ted by the I'S delegation of the [N Good Offices Comittes (USGXC) as an
e airsctly affecting 'S interests. The Dutch take the position that
tviividgnals snd corporations ars to have the right to appesl to the Union
ek, Tha Republic considers that this feature would protect Duteh
v porations in Batavia to the disadvantape of the Republie, USGIC b~
“ives thai 113 enterprises would have a mors favorable position in a USI
anarh Ghan in a Union court. USHYX furthor concludes that should the USI
and the 1S sign a commereinl treaty, US interests would best be served
if 2 court outside the USI were not in a position to interfere in econtracts
mopsuant to such a treaty. USG(C has offered partinent suggestions re-
zarding Netherlands-Mndonesian economic relatione as defined in the Union
vroposals, Thile a Netherlanda-Republic economic agreemeat camnot itself
arasure 118 egquality of opportunity in Indonesla, USGOC feels that considera.
tions (including US finaneial support) which bear on the future US position
in Indonesia offer an opportunity for economic agreements with a UST which

HRw

mrn Tavorable to the US, USGC belisves that restrictions on UUST sovereimty

a9 eurrently envisaged by the Netherlands could only react against prospects
af 2 western orientation of the TSI and could lsad eventuslly to cauplets
disiedgment of Netherlands interests in Indonesia. *

FAENCH THDOCHINA

Elsborate security precautions mark inauguration of new government,
7he insuguration at Hanol on 5 June of the new Provisional) Central Govera-
a#ent of Vietnem, which was complsted in an atmosphere of extreme tension
and elaborate security precautione included the aigning of an agreement by
Tronch High Commissioner Bollaert, former Annanite emperor Bao Dal and
Seneral Nguyan-van-Xuan formally recognizing Vietnam's "independence”
within the framework of the French Imion., French officisls in Indochina
insist that Xvan, the first President of tho new Government, is completely
on his own and that he will get sdvice and assistance if he spesifically
requests it. However, in view of the opposition in France to the few
zoncassions already made it is unlikely thet agreements on either aseistance
or concessions in the diplomatiec, military or economic fields, which will
insure stability in Indoohina, ¢an be negotiated by a government under
Yuan, The wacertain future of the Xuan Government is underlined by a
renori from the US itonaul in Ham. that the whole week end of festivities
sumrounding ©he leunching of the new government emphasized the tremendous
suif between the newly crsated government and the pecple under its
jueisdietion,

SEGTION IIX. DIGEST OF IMPCRTANT STUDIES AND ESTINATER

Yo Contributions. - ‘
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