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‘A REVIEW OF THE CRINESE ECONOMIC SITUA ™ON DURING APRIL 19/8

Shou Chinewen

1. COM!ODITY PRICES

Commsodity prices for the month of 4pril continuwed to riso, but the
rate of inarease dropred conaidersbly from thet ragistered for previous: -
months in 1948. According to the vholesale incex for Shamg-hai, prices
rise -19.9 psmn-. in April compared ic an average imereace of .31 percent

.. for the Tivst four months of 1943 and 46.7 for the firsi three nmenths.
The main reason for the slowdown in inflation wag a copstrictior of the
money mac)et, with & subaequent decrease in purchasing power. '

IT. FIIANCIAL VAIKET

. Sedd and Sdive

: In a2 domparisor of prices post.ed by the Central Bank for the lsst
weaks in lerch and Apr.h., the nricae of rold r.se .26.9 oercont and that of
pare ailver; 8.5 parcent.

o On 6 April foreigr embange rates underwent {urther mrganiution.

¥ Avmricaw vates incressed 27 percent, from 25%,000 CIC to ons imericen
dollar to 324,000 ytan. En;lisk ratea advanced to & comparable degree,
from 765,000 ytlan per English wmit to 972,000
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: The fee charged bty ba.xﬂcs for purchasing and selling in foreign exchange ]
also underwent realigrment on: é. April, the rots inereasing-fron 3;500 yhan s
'P-r'Amsrican dollar to 4,000, and from 42,500 per British pound to 12,500,

G- Sgouritles

On 4 April 1948 & joint orcur was issued by the Ministries of Firance
and Economic Affairs to the Shangehal Stock Lxchange to the effoct that
from 5 April the practice of deferring payments for purchased securities
was to be discontinued. 4 wave of selling followed the amowuncenent, lead-
ing to @ decline in share prices on the cpening day of the week. On the
following day, however, high quotstions for foreign exchange were posted
and the market recovered, During the first week, Wing On Textiles shares
had a high of 2,050 yflan, and & low of 1,345, representing a marpgin of
fluctuntion of more than 705 yfan. After the increass in foreign exchange
rates was posted, foreign shares rose rapidly, reaching a new high on the
fourth dey of the week and then rotiring somewhat on the fifth and sixth
days, For the week, Ewo Cotton showed a: high of 2,500,C00 ytan and a low
of 1,710,000, & fluctuation of 790,000 ytan. Gonsolidated Bonds Type C
posted a high of 113,000 ytan during -che week and a iow of 87,000, a
margin of 26,000, : '

. The noney market wae restrioted durin; the ascond wesk end shares
‘wore in & depreased condition. The amount of sachange taking place was
also greatly decreased as compared tc the previous week, liing On Textiles

. ¥agistered 8 high of 1,950 and s low of 13745 ylan.  Demands for foreign
shares ran strong following rumor of a change in foraign exshange rates, -
with Evo Cotton registering a high of 2,720,000 and a low of 2,400,000,
Consolidatad Bonds were 8ligh%ly depressed, Consolidated C hitting a

high of 107,000 y#lan and &« low of 19,000,

fluctuation; Wing
A sudden con-
ngkong exchange brought
volue of foreign shares; kEwo Cotton rogistezed ..
axtrenes of 2,960,000 and 2,730,000, Gonsolidated Ronds also advanced,
Conaolidated C registering a high of 114,000 yfian and a low of 96,500,

Domestic shares continued to be steady in the fourth week e, esidé ‘ .
froit 8 rise in Wing o Textiles, little chunge was registered, HKighs -

and lows for domestic and foreigm shares and Consolidoted Bords ere es' .. . ..
£ollowss : - L

Uing On Textiles, 2,250 and 1,979; two Gotton, 3,830,000 and 3;110,0005
. Comsolidated G, 122,000 and 108,000 ydast, : : R CE
.. A loose money rerkct at Shang-hai over the month resulted in a depreci-
ation in interest rates, tlc black market rate calculated yflan per ytan per
month, felling to 0.225 uy the end of the month from n high of approximately
0.3 at the beginning. The eail loan rate clossd at 6 yBan. No chenge was

registered for csll loan rates, caleculated in yin per thousand ytan per

day, of the Native Bankers! Association, which stood at 8 yfen, and those .
of the Trade Asscolations (T ung=ynh) and Tronsury Bonds, cuoted at 6 yitan,

There were three reasons for the exiastence of a loose monsy markst
durin; the month of April: (1) Commodity prices vere stabilized and the
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- market: situation was slow,; with the result.that.domandirnaot kigher «(2) i i,
Intercst on shori~term American Treasury lotes.was ZLsved on 31 March, in=
creasing the amount of capital on the market by rore than one trillicm yfn.
(3) Agricultural loans for the most part flowsd back into Shanz-hai after
the loans were made. The Central Bank flostod en issue of shori~tona .
National Treasury Hotes on 30 April, hut they appeared on the rarket too.
late to havo a noticeable effect on April activities,

E. Clearing of Negotiable Bills

The total number of bille cleared in Shang~hal during the month of
April reached 5,628,223, an increase of 158,830 over the rrevious month,
Caleulated monetarily, the bllis reprcianted & total of 442,475,881 768, 803
~ yian, an increasa of 122,307,570,671,700 over March totals.” 11’78 returned
amounted to 83,083, a decrease of 30,168 over March. Value of bills returned
totalled 2,262,246,675,564 yBan, a decrease of 2,438,373,158,104.

III. EGONOLIC ADUINISTRATIVE ACTIVITIES

- At a meeting of the Sevanth Plonary Session of the Mational Assembly
held on 13 4pril 1948, Flnance Minister I{t Rung-chfin reported on the
pregent financisl, monetary, ard trade situation:-

Postwar aeconomic nolicles were designed to repair thn after-effects
of the war, balance the bulget, stabilize prices, speed proinction, ete,
Controls over raw cotton, yarn, and cloth were establishod and tho tax
laws revised in order to achieve .a gradual bhalsnce batween revonue and
expendlture., Tho objectives of Ministry of Financz activities may be
divided into three parts:

-l corx:o]atn reboliion suppression, nativnal reconstruction snd
mobilization of manpower, resourses and financos. o

2. Correlate economic and financisl policies, e.g., tax rovenues.

- " 3+ Graduslly stabilize the currency by balancing revenues and
experditures, providing a basis for réform of the currency aystem.

Actual conditions existin: with regard to various activities of the ’
Ministry of Finance are as follows:

1. Urfavorsble balance botween receipts and disbursements in ihe
National Treasury =~ An unfavorsble hnlenze of 30 Dercent existed before
the t#er, avd th.a seme condition, more intensified, has conrimied wntil
the presont time. This ymer the goverrnment, for rebellion~suppression
purposea, divided the budget into two typus, gonersl and special., end
eonocrtmtad on mintaining a balance in the guneral budget only.

2. Taxes =~ Tex reform hns beon introducod o expend reverus:t and. . ..
enswre oequitabis distribution of the tax loed, The income tax 18 the most
importent of the direct texes and has beon rovised {o meel all needs. Anti~
smugoling activities have been diligently puroued, espscially in the south.
laes%, year more than 20,000 cases of discovery and arrest ware ontered, and
oonfiscated goods amounted to ovor 3 billion yflan. So far this yeer thers
have been over 2,900 arrests. An artismggling agreement has been mede with -
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Hongkong and one is being negotinted with Macao.

3+ Financial Controls -~ In rogard to finance, the emphasis has been
on contraction of credit, strict control over banking, and the making of
food loans, production loans, and agricultural losns. Ths objective of
the loan nolicy is entirely to expand jroduction. B

- 4s Printing of "Fa-pi" -= The total amount of "fa-pi" issued up to
the end of last month (April) amounted ;‘o more than 69 trillion yfan.
Tncome from the totel amount of sales Jof U.S. goods?/ mas used for "fe-pi"
resorve. )

5. International Trade ~- Foreign trede tranmsactions are regulated by
the Central Bank of China. The export of goods wes encourazed on the one
hand and imports oxpanded on the other. In addition, a flexible foreign
remitiances pelicy has been edopted.

6, local Finances —- Both provinces and hsiens are in had financial
condition. The Ministry of finance has again adopted a new system for
income and expenditure in sccordance with the situvation existing in
individual provinees. Sufficiency in local financisl resources is necessary

for cempleto 8elf rule ard to comply with the constitution.
(End of Finance Minister's report)
The next speaker was Ch'en Ch'i-tiien, Minister cf Loonomic Affairs:

North Chime and the Northesst are self-sufficient in regard to coal,
and the Northwest is improving, but the situation ie unsatisfactory in PRSI
South and Central Chins. At present the mines in the Southern Husi section ' - )
are inoreasing produstion to supply the Nanching-- Shang-hal avea. o

The present policy with regard to industry is to concentrste and
expand tho textile industry first and develop others later. Lfforts are
being directed towards utilizing yarn to secure foreign exchange, and
competing in the South Seas merket. The Central Bank is stremgthening
the fa-pl reserve. -

{End of Report by Minister of Economic Affairs)
70 Ta-wel ther: gave a report on commmications:

At present there are only 600 kilometers of reilway lines operating
in the lortheast. In Forth and Central China the Lamg-gisl and Pei-Ning
1ines are still opem, bt the Chino-Chi and Cheng~T'ai are aompletely .
closed. In South Chive, tho Ydeh-Han is adding a bridge and the Che~Kan
i3 open from Harg-ohou to Nan-chlsng. The total mileage of the_coyntry
open to toaf{ic amomnts to only 13,000 kilometers. The route 51 from
Kmngwchou~wan, to Ti-hve in Sinkisng haa been divided into sections for
purpones of repair. Sections exterd from Kueng-chou (Canton) to Liv=chou,
Liy-chou to Xuei-yang, Ch'unz-ch'ing to Chleng-tu, Ch'eng-tu to T'ien-shui,
and TVien-shui to Ti-hua. o N ) ¥ )

i
¢

Righways are in mxsh the sane situation as roilroads. There sre nov
move than 1,600 kilometers of highways in Sinkiang.

As for shipping, the total tornage is now 1,039,000 and routes have
been exterded to the South Seas.

There has been soms progress in stabilising air trevel, and s route
has been eatablished to San Francisco. .
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Telegraph equi'pment is now more extensive then bk‘:fore the war and the
aeryice is _fpatez{. e s s e e e e s e A

‘The postal service handled one billion pieces of mail over the past
year. - . . . . :
(End of Roport by Minister of Commhimtiom)

IV. FIOATING OF SHORT-TM NATIONAL TREASURY TOMDS

After a long pericd of discussion and argument the 1948 Short-To=m
Natlomal Treesury Bond Act was pnased by the Lagislative Yfion on 20 April.
Bonds are of three types, 1, 2, and 3 wonths, and in five denominations,

10 million, ‘50 million, 100 million, 500 million, end one billion yfan.
Intereat rate is fixed at 5 percent per month, to'be paid with the nrincipal
at mturity, They were first offered on the market at Shang-hai by the
Contral Bank on 30 April, and were discounted to 87.3 percont. A 10-milliori~

. yfan ons-month bond purchased on that day would thus cost the buyer .
8,730,000 and would return him 10,500,000 ylan at the end of the month,
reprasonting a profit of over 20 percent. '

V. DISCOUNT AND LOAN CUMMISSTON OF THE GENFLAL BANK

The Discount anc loan Commission of the Central Bank of Chine wad

established in April 1947 to promote cooperation with cormercial banks, -

ald produstive enterprises, and encourage exports and the circulation of e
- articles of daily mecessity. The function of the Commisafon in this respect .

is to approve requests by commercial banking establishments and financial S

consortiums- for rediscoumts on mortgages and bills of oxchange. From the -~ . o

beginnin: of Commission activitics on 17 April to termination on 30 Novem~ .. R

bor 1947, loans amowiting to 141,140,000,000 ylian were approved. . Industrial .’

ioans arounted to 91.3 percent of the total; export loans, 4.5 percent; e

dmport. bill of exchenge loans, 2 percent; and export bill of axchange Loamns, %"

2.2 percent, ' IRV

At the 359tk board of directors meeting of tho Joint Noard of the
four govermment banks held cn 11 March 1948, allsience wns.twis- for the
re-establishment of the Discount and loan Commiseion of the Central Bark,
The Commission £5 empowered to revisw all discourt metters involved in
business lcans extended by the various banking suthorities, and to decide
on amcunts and intercet retes followiyg study of the merket situation. At
the 3624 sesaion of the toard of directors held on 8 April it was deaided
to mle all msiness loan plans formilated by the various banking agencies
subjeot to an opinion by the Commission end & decision by the board of
directors. The scope of the Commission is thus broadened hoyond commercial
banks and finansial consortiums. ‘

Acooriing o the orpanisational regulations of the new Commission,
its funotions are outlined as follows: T

e To decide on mtters concerning discount end loan nolicies of
the Centrsl Bank,
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2, To decide on mdiacor,m;‘ rates ax_qgl_ on ;r;temstvréte_s on loans. .. .-, it
3. To deal vith other mattors concernin: loans and dissounts. -

The Gommission held an inauguration conference on 27 April, The
governor of the Central Bank, Chang Chiz-mo, acted as chairmen and
attendant conference members were Hst Pai-ylian, 11 Ming, Hs#l Chi-chiing,
Chao Ti-hua, Liu Kung-ytin, Huo Pac-ghu, and Ch'en Hei-shui, with Fung
Shan-kuei as chief secrotary. :

o« END -
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