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Bl 1. On 20 Septembsr liihayev, Director of the Shanghal loscow . arodny Bank, inv.ited
25X1X6 to a meeting at the bank a group of prominent local Sovie” msrchants including
Chibunovsky, Druri, Borodin, Silin, and Birby: rer. MNihey v proposed a new Far

Easturn policy, making the following observat:ons:

(1) When the present local repatristion ends, only a few chosen families will
be ailowed to remain in China, according to the originel oscow plan. Compul~
sory repatriation will then begin in order to determine w .ich citizens ars
loyal to the USSR and vhich bscame Sovist citizens for re:sons of expedie.y.
Moscow will instruct the Shanghai Consulate to take this sction immediatugr

as the international situation does not warrant delay. B the end of this year
the Far East will be the focal point of critical relation betwesn the USSR and
the United States.

(2) The Central Cooperative Union (CCU is the former Cer 0-Soyus), ordered

by the Politbureau to enlarge its activities abroad, plar to open branchas in
various places abroad, including China and the colony of mgkong. Negotiations
ars required in Nanking prior to setting up the China bra -h of the CCU, bt
regardless of the outcome of these negotiatians, it is im ortent to prepate a
flexible organization in Shanghai to act as an auxiliary ..7gan to the promosed
CCU branch, or to act independently as an expert organ sv -ject to CCU In “foscow
. through the locel Torgpredsivo or the Narodny Bank. -

(3) Local Soviet merchants must decide wheth:> they are .ady to coopsrato
with this plan and remain in China. The Shanghai branch ' the CCU is to export
from China used clothing, leather goods, textiles, and fo dstuffs,

There were mixed reactions %o this plan. Birtrayer and £.1in wers in favor
Chibunoveky was skeptical and believes that the proposed - lan would mean asnug-
gling, probably from Hongkong to the USSR, :

25x1x6 . 25X1X6

I 2 The USSR is now using all possible means to import needed goods. The purclase
/’ ' of penicillin in Shanghai by crew members of ths Ilich is srobably sanctioned
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Ons of the main tasks of Gosbes AGB, Ministry of State Security/ in Chima is

the supplying of arms to the Chinese Communist Party, especially in South Chira.
Transactions are made mostly through Chinese and forsign firms connected with
Soviet trade establishments. Agents who actually conduct the smuggling ars
Chinese Communist Party meubers. The Soviet Hongkong trade representatives Sizow
amd Kovalsnko organized ths smu-gling of arms and wolfram sert from Hongkong to
the USSR on Soviet shipa.

At the last meeting of the “hanghai representatives of Yorgp. sdstvo and the
Narodny Banl: it was decided to move the offlces of the Sovie: Citizens' Trade
Association to 1 Avenus Edward VII  /Chung Cheng Road, East. .n/

This was to be dons sc that Niheyev, reportedly head of the 1conomic Section
of the local Gosbez, might control the organization more efficisntly.

The Narcdny Bank, Torgpredstvo Export Khleb, and the Intourist office are all
2t 9 Avenus Edward VII.
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The Sov/sts will set up a special ssction of the “ar Eastern Information Burecu
within the Shanghai TASS office, This gsction, headed by Lo ovsky, although :nde- .
pendent of TASS will be officially a part of it. Appointecs will arrive in Shanghai
on the next repatriation ship. A new USSR-China policy will be initiated after

the return of Ambassador Petrov. Top Soviet Shanghai officials are prepared to

send their familiss to the USSH.

The appointment of Lozowvsky — Soviet Far bast expert - to herd the Information
Bureau in Irkutsk presents evidence of the importance of the Far East to “oscow,
[50-1419/. Extending Losovsky's activities to Shanghai by s tting up a TASS
Information Bureau Soction indicates that "oscow is expectin a show~down soon
in the lar Last, ’

7. The Soviet Far tast from Irkutsk to Vladivostok is now under martial laws no

one can travel through or remain in the area without special permission. Cone-
siderabie movement of troops and materiel was seen along the railreads in this
area. .

] 25X1X6
_ The follewing points are based on comvents |G

by Consul General Khalin,) 25X1X6
25X1A6a :

3. (1) Through Ambassador Petrov, who will probably return to *anking at the emd

of October, there will be a decided attempt to settle urgent differences with
Nanking before any radical changa 1s made in the USSR-China yolity. Petrov hus
instructions in regard to a settlsment of the Dairen questic .. I‘oscow hopes ,
that this approach will cause formor pro-Soviet leftwing Kuc intang msubers oo
influence Nanking and public opinion to adopt a more friemdl ' policy,

{2) The Nationalists know that they camot gain control of North Manchuria 3
husee they will be compelled to accept mediation by the YSSR. This must be |
prsceded by an agreoment on Dairen and an improvement of Sin -Soviet relatiomi.

{3) Shanghei Soviety believe that althoush this course of action will be
briel’ and unsuccessful, it will gain time for the final chan s in USSR policy
and divide Kuomintang and Chinsse public opinion toward the 3SR.

25X 1 X7 SHORETCONTROL S i, :
]

REFERENCE

Approved For Release 1999/09/08 - -

(VR I



Approved For Rejgase 1 19’9’9’%3%2 004£7R06'5h

SRCTETCQNTR

CENTRAL INTeLLIGINCE GROUP
25X1X6 -3~

9. Accor‘ding to rumor in Shanghai Soviet circles, Lozovsiyy visi® zd Uorth Lorea
rumor and :arbin incognito, Following this trip there were furthe rumors to the
effact that large-scale maneuvers will take place tl1s autur: on the Xorean
25X1Xe  &rd denchurian bordere and that simultaneously there will be uprisings in the
Ili River region in Sinkiang Province.
Shanghai Soviet leaders believe that repatriation must be ac-omplished quickly
and that these rumors signify the beginning of a new era of *“ino~-Soviet rela-
tions where China will be forced to choose betwcen the USSR ond the United

States.
I

10. Grosbois @ro-Soview‘-, French citizen/ is éovert.ly attempting o reactivate the
Cosmopolitan Club fur culitural and political discussions by ‘oviet and pro-
Soviet non~Russian :intelligenisia,
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