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SECTION I, SUMMARY OF FiR BAST TRENDS AND DEVELOTMENLS

At the Tnited Nations Eccnomic Commission for Asia and
weuing in India, 1 -~ 18 June, both the US by its stand on

i finoneial 2idland the USOR by its debaling techniques which greatly slowed
’, progress at the conference, appzar to have lost popularity with delegates
from Far Zastern counkiies, (pege 5)e. Sovish economic activities In Southe

+ho Far Bast mee

Y 2

(
ans% Asia continue, (papge Et,,).,

: Tagobiztions between Seoul and Pyongyang to effect a zettlement of tha
i Sloctric power dispute heve reached a complete stalemab .\(pa.ga é)e

it
s,

Rl

Tnereasing rilitary activity over a wide avea in China was highlighted
Ly the Comgvnist cepture of the importunt cily of Kaifeng (page 7). Facticm-
aligm in the legislative Yvan is further indication of the rifis in the IMNT
2nd while such rifts mey be indicative of the appsévance of demosratic
sendencies on the Chinese scens, they are hindsring the formoblion of any
misisd or effective zovermesnt policy (page 7). Chinsse students plan be
expond anti-U5 activitiee (page 7).

HGIE:in Sdccesding secticnz of this Hookly, the Following warginal
T notations are used:

A1) An ssborisk (%) «- 0 indicate that 21l or part of an
Iten is based solely upon mformstion from Stalds
“E43 dlsbribubion” series.

{2} ©A®, WRA, op WGP we inporbance, in B/FE's opinion, of
x 7’ Z '3 7 3
e iber., with " SYeaieT =+ tha nmosb leporbant ones. ﬁ';\q
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Prolonped disturbances in Malava, which :
i ! va, now can be considered likely
-;iauti.:cll g:griv:h the UK of a major dollar earning area, the US of a sowrce o'.
v materizls and would seriously jeopardize the success of the
tmopean Recovery Program (page 9).

Success of the new provisional regime in Indochina de
ability of Hiph Comnissiemer Bollaert, at present enront:azo PE:?; c:oth.
convince the French Assembly of the immediate necessity of axsvrovi;g and
impiementing the Franco-Vietnamese treaty, (page 9).

Amnesty for dissident a?»m |
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25X6A

CORNEROENTIAL

GANERAL (continued)
U3 policy in the Far Yash, criticized by Singh

The charge that US policy in the Far Tast is vacillating and temporary OB
was made by the Indian delegate to UNTCOK, Singh.in an wofficial conver—
gatici with US political Advisor, Jacobs, Singh said that the US seamed to
be dirscting all i%s attention towards Curope and reglecting the Far East.

Bo intimated that perhaps the US had decided that it cannot affectively
oppose the USSR on 21l frontz and as a result planned to abandonm Asia,
Bocauss of the irresolution of U3 policy, Singh eald, Far Bastern nationa

are facad with the dilemma of eithsr siding with the US and mrning the

riolk of being let down or of sesking to slide, as gracefully as posaible,
into the Soviet orbit. Shigh's statements, ars probably indicative of the
views hsld by soms informed and influsntial persons in Far Rastern countries ;
and consequently, exert gome influence on ths attitudes of these countriez
towards the US and its policies, '

USSR economic activities in Southeast Asia continus

USSR cconomic activities in Southeast Asia (SEA) appear to be gaining "B°
momentuite Further Soviet offers to buy wnlimited quantities of tin and as
much as 3,000 tons monthly of rubber in Siam together with 3 newly axpressed
Czechoslovakian interest in rubber and other commodities indicate Soviet
eagerness to compete in the SEA marked, In addition, USSR shipping facilities
are veported to bs readily available for trade with Siam, Trade representa~
tives of the USSR and Csechoslovakia appavently are agreesble to payments in
US dollars, UK pounds or by barter, The USSR has offered to export to Siam,
anong other goods, mewsprint, chemieals, coal, and oil. The Soviets ars
reported to bs enlarging their area of economic activity by recruiting Chinese
agents for the pemetration of Siam and Malaya and through Slamese and Chinese
labor wions in Bangkok,

SEC.RET
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SEUERAL (continued)

25X6A

Ihirc Session of UN-ECAFE fails to develop concerted program for the economic
rohabilitsction of the Far Raste _

The Ynited Nations Feonomic Commission for Asia and the Far Bast meeting
in Qotacamund, India, Jime 1 - 18th, concluded its third session with 1ittle
tengible evidencs that progross had besn mede towards the economic develop~-
ment and reconstruction of the Far East, Like the previous conference, held
in Brguie, P.I. in November 1947, leaders of the Far Eastern delogations
maintained that no improvemesni in their sconomic position covld be achisved
without assistance from western natioms in the form of capitel goods. The
US ambassedor Henry F. Grady, however, dispelled any impressicn that the US
intended to bolster Asian recovery with outripht nonetary gifts. Both US,
by its stand on financial aid, and the USSR, by its debating techniques which
greatly slowed progress, appear to have lost popularity with delegates from
Far Eastern countries, Thso earlier sessions of the conference were marked
by a political controversy centering around the decision om the application
of the Indomesian Republic for associate membership, Unable to 2gres, the
conferees accepted a resclution by the Philippine delegation 'which postponed
acticn on the issue until the fourth eession, A Soviet delegate asked for
consideration of Vietnam mambership, but an issue was avoidsd by a ruling of
the Ezecutive Secretary that the Vietnamese had not applied for membership,

The session did, however, provide an opportunity for dn 'axchange of
vlews by Southeast isian countries concerning the possibilities for futurs
cooperation, and the machimery to effect implementation of future decisions
was agroed upon. Temporary hoadquarters of ECAFE will remain at Shanghai,

and Austiralia will be the acens of the fourth seasion which will be held in
November 1948, : ’
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KOREA

~egotiations between Seoul and Pyong ang 1o effect a sattlement of ngh
the electric power d spute have roached a complete stalemata. The Soviet
reply of 15 June %o Gen. Ticige in South horea by Gen. W3r. S. P. . erkulév,
Commanding Ceneral of the Soviet Forces in lorth Korea re=stating the
Soviet refusal to accept responsibility for the cut~off of tre flow of
electric power from Norith to South Korea was expected. The US is now
faced with two alternatives: (1) the US can deal directly with the HNerth
forean People’s Commitiee &s the USSR insists, however, this would be
tantamount to US recognition of the sovereignty of that body in North
Korea, or (2) the US can meke representations on a Washinrton - Moscow
level slithough this new zpproach offers little hope for a satisfactory
settlement. However, such representations might be considered by the
Koreans ss evidence of the good faith on the part of the US to settle
the dispute thus having a salutary effect. >
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StrvassonecT)

The Shantung-Honzn border area remsined the focal point of the Chinsse "an

Tighting Ewin&tﬁ.e past week, Despite Watio 8%t counter pressure,

2

Cormuniste continued theilr southward drive along ths Tientsin-Pokou Railwamy,
cut the Lunghai Railway batween Xaifeng and Hsuchou, and, joining with units
from the Central China region, lewnchad the latest in a seéries of attacks

- upon the Chenghsien-Kaifeng arsa, The quick recognition given the Commmist
capturs of Kaifeng by the Nationalist press may reflect Nationalist coaviction
that the Communists will simply loot the city and withdrag without defending
it in the face of Nationalist countor-attacks, In the north the Commumists,
after withdrawing fronm Chengteb, have attacked the Paiping=-Mukden Railway in
“ho vicinity of the Kailan coal flolds nsar Tangshan., Nationalist xoinforcge-

nents subsequently reduced that threat, but the Commmiutq shifted their

attacks eastward %o ths Luanhsien aroaa

Although the Nationalists have falled to seize the military initiative

in this period of rolative Commmist quiescence, Naticnalist leaders aras

reporiadly confident of their ability to strengthen and hold presently

occupied arsas and are even thinlkting of possible counter-offensives when and

if the Communists move, leaving thelr base areas wvulnasrabli o

Yocticnalism in the Legislative Yuan has rosulted in Bevere attacks on MAM

Hong Wen-Hao's progran, Wong, with no political following of his own, may

%

not last more than a few monthz as Premier. T. V. Soong egtimates that oven
the Generalissimo can not control more than 25¢ of the legislature. Smm Po,
President of the Legislative Yuan, deplored the fact that the many divisions
prevented the emercence of any capable legislative leadersizipo One legislator,
- rost outspoken in his criticism of the Covernment, said that some members of
the Yuan may form a third pardy if necessary. This factionalism is fuxrther
indication of the rifts in the Kvuomintang, While 1t may be evidence of the
Eppasrance of democratic tendancies on the Chinese sceno, this conflict is
hindering the formulation of any unified or effactive govarnment policies,

i Tsung-fen's program for reform as explairied by Kan Chieh-hou, his
political advisor, anticipates the removal of Chiang Kai-shelk when Chiang's

support from the Whampoa Clique dissolves, According to Kan, after the

introduction of many new faces into the Government and the formaticn of thirg
party from elements in the Legislative Yuan, Li hopes to effect a settlement
with the Communists 4hat will give ths latter a minor positicn in the Govern-
uont. At present, however, Li appears to be making little progress with his
program and it is doubtful if e can make the aceomnodation with the Comrunists

which he is reported to desire,

Amti-American movements, The Chlaobung Univeraity students, who hava "B°
been 2zitating agains allegad US policy of raswrrecting 2 militant Japan,
have seemingly msnewversd %he Shanghal mayor ‘into a dilemma, They have refused
to enswer his eight equeciions degignad to uncover the organization behind the
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rscent, student wirest. Mayor Wu had stated that if satiaf‘actory aviswers

ware not revuwrned, he would summon the students for questil
tribunal of public opinfon bodies and he has now decidad %
frem a2 large mumber of public organs to form such a tribum,
Shanghal Consulate feeis the Mayor is deeply concerned ove
Flens to invest the movement with the character of a “caus

preve the "pure motive" behind their actionz, in which des

oning bafore a
o invite delegates
al. Howaver, the
r the students
e celebre™ and to
f.ems they will be

assisted by solidified anti-Us sentiment in non-student cirelss and a geneval

tendency to condone thase gtudent. activities,

Reaction to Us policy in Japan came from otill another source when Hong
Eong busineasmen recsntly established an association to oppozs US anxd to

Japanese industrial recovery.

Re-opening inland waters to forsi
cations ammounced that pre

US vessels carrying aid supplies to China to sail

shipping, The Ministry of Communie "CP
arrangements have bdsn made to permit
up the Yangtze River, under

conditions "which will not infringe upon China's inlang navigation rights."

{(The Yangtze has been closed to foreign shipping since V-

Day.) Such special

privileges are granted only for a temporary period of 6 months or 1 year, and
poste of call are limited to Nanking and Hankow. According to the reported
agreement, only US merchantmen coming direct from foreign ports will be

allowed entry., These ships

on the return voyage will be allowed to load export

articles destined for foraign comtries without making further stops at Chinese
poris enroute. Britain will probably renew efforts to obtain the same privilege,

situation )
weelcCH §2,250,000 to S 1. Following this slump in the
camrrodities reached new highs with rice selling at over CN

Curren ices., Deapite renewed Government concern over the economic "B
ac ket rate on US Dollsrs rose to a new high during the

Yalue of the CN §,
$10 million a picul,

as compared with the preewar prics of only CN $10, Soaring prices and short

supplies caused sswious rice riots in Chungking end Ningpo,

Each succeeding

financial crisis is more severe, while control measures seen less effactive.
There are reports of increasing refusals to accept CN currency as a monetary

mediwm, although such a trend is not yet widespread.

@salo Price of Rice

The Shanghai Market: US & Exchange (Selling Rate) Whol
OiTicial Toper®  Blaciomarkst par 170 16 picul

This week (18 Jun L48) N $480,000 cN $2,100,000

CH $10,100,000
8,800,000
5,350,000

Week ago (11 Jun 48) 180,000 1,675,000
lonth ago (18 May 148) 480,000 1,120,000
Year age (18 Jun 47) 12,000 34,000

CONSEBENT .7,

100,000
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Tadocihina :q Sssential AT agreemente in the sensitive diplomatic, g.a_l“ai:,
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snd seoncmie fields are Lo be conciuded with the Prenche-sponsoret yrovisional

aoniral govarnment of Vietnam, The status of French Indoshing, wolsh was
';*«;w'l;ia"!”!.y slarificd in the 5 June pprecoent negodiated dn Tﬁdﬂc’ni:}a by
Froseh Gigh Joawlosionor Dollacrd, was the subieot of 3 ‘“"*ﬁ* renwks by
,ﬁ.,e,n-n"m'»e the Froneh nieher for (veraeas France. Cogte-Flored fndie
eatsd thal ,uc £kl *f‘afamen‘k;al position of the French Government calls fov the
corlobo fresden of Vistnan within the Pronch Union and the unifiestien, by
g frec poselor vols, bwe@ states amqss)smg Vietnan | (Tonkin, Amam,
mnd Cachinehing}. itk was qmi‘.x.iz. . nm'iwer, by the statement
thatb '».v"i*hhin o ’?'hr atist be Tuniby” of diplénacy and of the
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ZUDOCHTNA {continued)
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fmmesty for dissident é,n:zfayia;n orparieotimms oo 3
Ly_nevlonaiiglic rend,  Tre amnenty rrodLammiio pardoning mombe
betly the Hukbalshap, dissidont agrarian orpanisotidn of contral T
its politieal af'filiate s the ltational Peasnntar Union

L President “uirino in the vresance of ok loader, Tuils Taue in o
s be approved without deley by the ™ilippine Congress which is curs
“a special session,

meeting on 6 June in centrsl Luzan at which Huk leaders and Goveranen
sentative fntonioc “uirino, brother of the President, threshed ont the

terms and agreed upon the following points of poliey: (1) enccuragen
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The long-awzited sencsty reportedly followed n crueial

t repre-
amnesty
ent. of

T?BT?

Filipgho-cwmed industry; (2) a more equitable iand distribution to the peasantyy;
and (3) implemontation of policies free from foreign influence and control, -

Terue who recently admithed his merbership in

the Philippine Commmist Pariy,

i3 on ardent nationalist and has repeatedly protested againet US privileges

and influence in the Philippines,
tion, which by initiating the armesty nepodiations hee
abruptly from

It is likely that the Juirine Administrae
already depm-tad
the pelicy mursued by the late Presidens Rortas, will carry cut

the amesty by a gradusl trend foward the rolicy outlined at tho 6 June mocte

ing, As a result

the 'S may ve faced with increasing requosts fop changes

and interprebations of the treaties which definé rather rigidly the rights

of the US and of 1S eitizens in the Philippines,
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