H ks B2 LI Ty A . ity

L e o) I
NANKING! January 15, 1940 - ]
Kegistered at the Chinese Post Office as a Newspaper _ .

A BI-LINGUAL FORTNIGHTLY
Incosporating the CHINA OUTLOOK

Japan's New Cabinet

Bright Future For New China

Allies Losing Ground

Germany's Colonial Claims Justified

Chamberlain and His Accomplices

Future of U.S.-Japan Trade

The Tsingtao Conference




WBSEREFEED
Voice. of New China

Incorporating the CHINA QUTLOOK
Established 1n 1935

Published by The New China Publishing Company
8 Drum Tower Villa, Nanking, China.

RARFESE NFE

Shanghar Agents

Chinese Commercial Publishing House, 304 Liza Bidg.,
aub Szechuen Rd, Shangha:, China,
P. O. Box 1512
T IH—-BRER % Lk

L, K. Kentwell, B A, (Oxon), LLB, (Columbia Unwersity NY )
Editor-in-chief & Publisher

T. Hsu -~  Chinese Edator

Pung Chun-kat . - Coninibuting Editor

Henry C. Chen Asst Chinese Editor

J. M. Lee - -« Advertising Manager
Subscriplon Rate  $6 00 per halt ysar of $/000 par year

{Shanghm Dollars) in China, Japan and Korea, £ / OO per year

Europe, Afren, Australia, /S $5 per year 1n North and South

Amenca Postage included.

Advartising Rates may be haf upon application to the Publisher
Contributiont on topics of general interest are imted and if accepted
will be pad for at current rates Arkicles submitted must be crginal

nat yet publuhed saywhers The Editor doss not bind himself, howsver
i the matter of returning rajected manuscripts.
Amer can Office  World Wide News Assocabion
0 West a3rd Street, New York City
Talephone Longucre #300; Cable addrezs Worwidnews, N Y
Pacific Coast Office {World Wide News Assocration}

William C. Lyon, L. C. Smith Bldg, Seattle
Orders for advertisements and sobiscnptions in the United States may
be placed through the above office

Hanjkong Office  South China News Agency,

2nd Floor, 32 Holywood Road

AGENCIES IN

United Kingdom Capt, W 5 Toombs, (The Economic League)
King s Ripten Huntingdon, England
London De Reos Johnson & Co, 76, Wellesley Road, Queens
Crescent, Kentish Town

Germany Hans Ries, Komgsberg, Prussia, 14 Orsaln Stiasse

Japan Maruzen Company, Ltd, & Nihonbashi Tor-nihome, Tokyo

Java Hse Shen Hur Genteng Schout 16, Sourabaya

Ausuaha  Arthur Pon, 7, Ann Street, Surrey Hills, Sydney

Penang The Overseas Trading Syndicate, 2¢, Burmah Road

Sasgon Saciate der Impnmariee ot Lib ex ladochinaises, H4-70
Rue Catinat.

Siam Wu-chan & Co, P Q Box 6a, oppamte Ham Hualampong
Stat on, Banghkok.

Kedah Messrs L G Cheang, &, Jalan Rays, Sunge: Patans Kedah
Malay Stale

Perak  Hock Huat & Co, 68, Main Road, Taipang

ipoh Perak  Kuing Ming Prexs, 11, Panglima Strest, lpoh

Kuaia Lumpur M Mohamed Dulfakir & Co , Mavket S brest

Tientstn  The French Bookstors, 67 71, Rue de France

Now 18 the opportune moment 1o act !
cd up with deeds to erown his efforts with success

forever

the Indian people !

IMPORTANT ANNOUNCEMENT
To The Great Indian People:

1f you are sertously desirous of shaking off the yoke of British Imperialism and regaining your national
independence  if you are deairous of bewng 2 reemecied metnber 1n the family of nations, the undersigned is
ever ready to impart the necessary formulae to enable you to accomplish youtr objective

One of the first essentials for the recoverv of Indian National Independence 1 the speedy expulston of the
Briush Imperiahistic Army now in occupation of India
the Egyptaans who had recently recovered their national independence by successfully ¢xpeliing their British
overlord and tyrant who had cruelly and unmercifully explorted the Egyptian people for many decades

Your great leader Mahatma Gandhs has made an exceilent beginning and this must be mmmediately follow-
(1) When India can no longer be exploited by rapacious Britamn, the British Empire wiil perish

(2) Vindicate what Macaulay said about the Indians
(Indians) so thoroughly fitted by habit and nature for the foreign yoke' What an msult to

The Indian people should emulate the example of

*They (the English) had found no pecopie

(3) Emulate the Thirteen American Colonies which gave John Bull the © Order of the Big Boot >*!
(4) May the great Allah punsh treacherous England !

JOIN THE ASIATIC LEAGUE TO OVERTHROW BRITISH IMPERIALISM !

L K KENTWELL,
Hon Secretary,

NARAM SINGH,
Asst Hon Secretary and Treasurer

8 Drum Tower Villa, NANKING (CHINA)
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Editorial Notes & Comment

Japan’s New Cabinet

The Cabinet headed by General Abe resigned
on January 14 after having been n office only
four and a half months. The pending abroga-
tion of the U.S.-Japan treaty, the forthcoming
establishment of a new central government 1n
China. strengthening of the national spimt and
national mobilization 1n Japan proper, were but
some of {he vast problems which faced General
Abe and which caused the cabinet c¢risis.

Immediately after General Abe’s resigna-
tion, rumors began to fly thick and fast i the
Japanese capital as to the likely successor, and
the name of Prince Konoye was freely mention-
ed, but the former premier, who 15 well-known
for his famous Konoye Declaration to China,
steadfastly refused to accept office. The name
of the Abe Cabinet War Minister, General
Hata, was then mentioned for the high post,
but finally the Imperial choice fell on Admiral
Matsumasa Yonai, thrice navy mimster n
former cabinets and former Commander-in-Chief
of the Japan China Seas Fleet at Shanghai
The admiral, who is also a member of the
Supreme Military Council, accepted the Imperial
command and forthwith commenced preliminary
work mn the formation of a new cabmet. At
the time of going to press, the only certainties
were the war and pavy ministers, the last
incumbents being retained, while 1t is practically
certain that Mr. Hachiro Arita, former Foreign
Minister, will again take up the same post.

Foreign reaction to Admiral Yonal’s ap-
pointment was favorable, especially among the
democratic circles who consider that the admiral
was mainly responsibie tor the failure of the
army group to sign a military pact with
Germany and Italy, in the spirit of the Anti-
GComintern Pact.

In China, Admiral Yonar's appontment was
received favorably also, and it 1s felt that the
policies deahing with relations between the two

countries will follow those of the preceding
cabmets under General Abe and Baron Hiranuma,
that 1s, 1n the spirit of the Konoye Declaration.

F

Bright Future for New China

Auspicious signs  of prosperity were
evident everywhere in New China as the year
1940 commenced and afte:r the storm of hostili-
ties which passed over these parts there 1s a
welcome and evident change which augurs well
for the future.

A staff member of this joural took advantage
of the recent holidays to make a tour of por-
tions of Kiangsu, Chekiang and Anhwer pro-
vinces. What he saw was a revelation. There
have been many pitched battles fought m these
provinces, and naturally the traveller expects to
be greeted with a large number of ruins 1n the
various cities he visits. War also lays heavy
hands on the countryside. But, whatever the
ravages that were caused by the hostihties and
which were very much in evidence at {he time,
there 1s today 1n 1ts place a calm and peaceful
countryside, smiling villagers, busy and thriving
towns, and a general air of recovery and new-
found prosperity. The New Order in East Asia
has already begun its benevolent and uplifting
task and New China has responded gallantly
after the past two years of hardships.

Among the cities visited by our staff
member were Wusih, Soochow, Sungkiang,
Hangchow, Wuhu and the districts surrounding
Shanghai. Wusih, famous silk-reeling center,
suffered greatly during the confict from heavy
artillery duels but chiefly from the *“scorched
earth” policy of the Chiang bandits. The re-
covery there has been amazing. Factories have
been rebuili, new ones have sprung up overnight
as it were, shops are doing a brisk trade, schools
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have full enrcllments and culturzal establishments
are working i full swing.

Soochow, which fortunately escaped serious
damage due to the quick action of the Japanese
Army m dniving off the Chiang forces before
they could resort to any *scorched earth™
action, has never enjoyed such prosperity m all
its histoiy In fact, this city, known as the
“ Venice of the East,”’ presented the most pros-
perous appearance of all the cities visited. It
has also attamed new importance as a center of
distribution for various inland districts for pro-
ducts destined for the metropohs, Shanghal
Besides bemg served by the Shanghai-Nanking
Railway, the Soochow Creek has proven to be
an mmportant means of water commumcation.
From Shangha to Soochow, our correspondent
travelled by rai, but on the return journey he
travelled 1n a comfortable house-boat, one of
many towed by a launch of the Central China
Inland River Navigation Company, which operates
the various launch and lighter services in the
Kiangsu hinterland. During this journey he
noted the vast traffic on the Soochow Creek
which at all times presented an anmmated
speectacle

Hangchow, the “ City of the Lake,”” famed
1in the chromicles of the famous Italian traveller,
Marco Polo, had lost none of its charm and
beauty, and 1ts famous embroidery, fan-making
and other fine art mndustries were working over-
time. The tourist trade, which prnior to the
hostilities was considerable, has naturally suffer-
ed, but m the near future when the Japanese
Army extends its scope of nfluence across the
Chientang River and the Chiang remnants have
been eliminated, railway traffic will be increased
and the tourist trade will gradually return to
normaley.

Here 1n the capatal, the pre-hostihties popu-
lation has practically returned to normal figures,
and no one who saw Nanking m the days
following its fall could possibly conjure up the
picture which the capital now presents. All
debris has beén removed. Roads have been re-
paved, and new highways have been constructed.
Damaged buildings have been repaired and
scores of imposing new buildings have been con-
structed on the mam thoroughfares. Medum-
sized and small dwellings of a modern type have
made their appearance in the residential quarters
and there are hundreds of new shops, restaurants
and business houses.

Living conditions in the cities of the occu-
pied territory are far better than say in Shanghai,
and the farmers, unfettered by vicious and exor-
bitant taxes, are putting their whole heart and
soul mnto making their land more productive.
Formerly, the farmers were content to produce
just sufficient for their own needs, as all saleable
produce was hable to seizure by greedy militarists
or subject to such heavy taxation that it was
not profitable for them to sell their produce.

Over the whole scene, the New Order is
making 1ts mfluence felt and besides i1ndividual
productivity, there are immense undertakings
sponsored by the new Chinese Authorittes m co-
operation with the Japanese Government. Com-
mumecations, power, mndustrial plants, mnng,
forestry, agriculture, all have their place in the
New Order’s program.

And side by side with these epoch-making
strides towards progress, the spiritual needs of
the people are not neglected. Schools and col-
leges have been established, even in the smallest
hamlets, children are givem physical drill and
taught hygiene, laborers are given fair treatment,
and the public are given full opportunity to pro-
gress mn all coltural spheres.

The New Order has only begun its task, but
even in these small respects can be detected that
power which will build up a powerful New
China, able to take 1ts place proudly in the fami-
ly of nations on & footing of equality and
justice,

L] L) L]

Allies Losing Ground

As time passes, it becomes increasingly
clear that in spite of thewr boastful claims, the
Allies— Britamn and France —are losing ground.
On laud, what 1s at present a stalemate, will
soon, m the early spring, prove to a series of
victories for the armies of the Third Reich.
Adverse winter weather conditions prevent the
carrying-out of a strong offensive, and Herr
Hitler and his generals have wisely bided their
time for more favorable conditions before launch-
ing their full might against the much-vaunted
Magimnot Line.

In the air, none can dispute the superiority
of the German Air Force, and daily reports pour
in of bigger and more deadly raids over Britain
and agamst British shapping i the North Sea.
British reports of such air encounters invaniably
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miss out the hist of British casualties while bring-
ing mnto prominence the downing of one or more
German planes. To get at the truth, one must
not only read the British or French reports but
take the trouble of checking up on these evident
falsehoods from neutral sources. Many reports
emanate from such neutral states as Holland,
Belgium, Denmark and the Scandinavian coun-
tries, but these reports are usually “muzzled’
by the British and French propaganda systems
before they see the light of day.

Such methods are useless, as not hmg 1n the
Allied camp can overcome Germeny's powerful
air force, mughtiest in the world and most
efficient.

On sea, Germany ever since the confhict
degan has carried the maritime warfare to
Britain’s very front door, and although handi-
capped by a small navy she has made up for this
lack by an intensive U-boat warfare which has
taken deadly toll on Bnitish shipping. Not a
single day passes without several British vessels
being reported sunk, and such reports are spread
even by the British official news agency, Reuter.
Attempts have been made, especially by the
mendacious British First Lord of the Admiraity,
Winston Churchill, to cover up the serious
nature of these losses but in spite of all excuses
the hard fact remamns that Britain bas already
lost several bhundred thousand tons of shipping
and no matter what number of vessels fly the
British flag, unless some miracle happens and the
British Navy can overcome the U-boats, very
soon the Umon Jack will disappear from the
seven seas.

Germany’s Colonial Claims Justified

The British nation has at all times proudly
laxd claim to bemng a fair and just nation. In
fact, this claim has developed into an obsession
and today the British think that they have a
monopoly on what they term “fair play.”
Unfortunately, *fair play'’ according to their
standards means everything for Bnitamn and
nothing for the rest.

This standard, of selfishness and discrimina-
tion, has been unsparingly applied to post-
World War Germany and 1s undoubtedly at the
root of the present conflict in Europe. We will
not argue as to the rghts and wrongs of the

Versailles Treaty, but we will bring our readers
closer down 1n history and discuss the situation
from the advent of Herr Hitler. When the
Nazis gained control in Germany and set about
their tast of reconstructing a new Germany,
Hitler and his followers laid stress on the neces
sity of the former Alhes’ giving a reborn Ger-
many full consideration to her just demands so
that Cermany could regain her prestige in the
family of nations, and her people obtain the ne-
cessary outlet for vital economic expansion.

To all the German pleas, the Alhes turned
a deaf ear At that time, and until the fateful
September 3, 1939 when German action commen-
ced against Poland, the Allies could have reached
an agreement with the Third Reich on a peaceful
basis, and there was nothing to show that Hitler
intended to resort to a show of arms.

But, no, the leaders of Britain and France
were too eager to retain for their countries the
ill-gotten gains of the Versailles Treaty, and 1n-
stead of assisting Germany through a1 *“good
neighbor "'policy which would have insured the
peace of Europe, these states did their utmost to
keep Germany in a continuous state of subjuga-
tion However, neither Britain nor France re-
ckoned on the resurgent force which Hitler had
developed in the German nation, and when 1t
became obvious that the Allies would never dis-
gorge anything they had grabbed after the
World War, Herr Hitler planned a course of
action which would give Germany back all ter-
ntory which was formerly part and parcel of
the Reich. In this manner, Hitler obtained the
Rhineland, Sudetenland, Austnia, Memel, Cze-
choslovakisg, and finally Danzig, the Corridor and
half of Poland.

The ostnich-like policy of holding on to
Germany's former African colonies by Britamn
will prove 10 be a boomerang and a death-blow
to the British Empire. Britain has preached
the doctrine of * fair play ' all over the world,
but denied to Germany even her own colonies.
Can a nation with an ever-growing population
and one of the highest developed industries in
the world be forced to remain within her own
hmited borders? DBrnitain is a much smaller
nation, in point of area and population, and yet
she controls more than 8 quarter of the world,
but Germany, twice larger, 1s obliged to sit
quietly while her people are stifled.

Germany has morally been fully entitled to
a return of her colonies. but as Britain has
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chosen to deny her that right she must suffer for
the consequences which will arise as a resuit of
Germany’s determination to fight for her
rights,

- * »

Chamberlain and His Accomplices

The British press, official and semi-official,
has recently been very insistent that Hitler and
his *accomphces ** must resign before the Alles

would enter into peace negotiations with Ger-
many

Such methods of propaganda show a com-
plete lack of understanding on the part of Britain
of the sohdarity which exists in Germany, and
which 15 100 per cent behind Hitler. On the
other hand, 1t would be much mure appropriate
1f the German press retorted that Germany can-
not enter info peace negotiations with Britain
before Chamberlain and his “accomplices "’
resign. Whereas 1n Germany there 1s complete
unity backing up the leader, 1n Britain and her
domintons there i1s a vast majority who are
absolutely set against the present conflict and
blame Chamberlam and his “accomplices”’ for

the sorry mess 1 which Britain today finds her-
self.

However, there 1s no necessity of the Ger-
man press even bringing up the question of peace
negotiations. The final victory rests with Ger-
many and there can be no such thing as an
Allied victory 1If there 15 any doubt as to the
success of German arms, as seems most unlikely,
1t 18 almost certain that Japan, Italy and Russia
wil jomm in the confict on Germany’s side.
Therefore, to save the British people further
suffering, we suggest that Chamberlamn and his
“accomphlices’’ ymmediately resign and other
leaders, more capable and reahistic, replace them.

Future of U.S.-Japan Trade

With the abrogation of the 1911 Treaty
becoming an accomplished fact on January 26,
the gquestion of future trade between the two
countries 1s now being considered by the leaders
in Tokyo and Washington. So far, official and
sem1-official assurances denote that present trade
relations will continue along the same hnes, and
no action“will be taken by erther side to clap on
special duties, embargoes or boycotts.

A treaty-less situation, however, 1s at best
fraught with dangerous possibilities and the least
provocation may cause & serious crisis. Certain
elements i the United States must take the full
responsibility for any untoward happemngs n
the future, and 1n this category must be placed
Senator Key Pittman, chairman of the Senate
Foreign Relations Committee. This senator has
been violently anti-Japanese in his attitude, and
1t s surprising that his umustified attacks have
been allowed to pass without some sort of
retaliation. Besides causing barm to Japan,
Senator Pittman has obviously overlocked the
fact that any disruption between U.S.-Japanese
trade relations will also work great hardships on
certain American industnies, with resultant
suffering on the persons employed m such
mdustries.

Washmgton, 1n justification of 1ts abrogation
step, has accused Japan on several counts, but
whether such accusations are justified or not,
there can be no denying that Japan has always
shown the United States the fairest consideration
wnsofar as American rights and mterests in China
are concerned, American claims have been
settled speedily, protection has been extended to
American hves and property, and there has never
been any agitation or propaganda directed
against the United States.

Weighing the situation, 1t seems that the
U.S.A,, taking advantage of the European con-
flict, 1s bent on developmg her war boom trade
with the belligerent powers, orders from whom
will be suffictent to more than cover up any
losses caused by a disruption of trade with
Japan. On the other hand, under the umpres-
ston that Japan has been considerably weakened
by nearly three years of conflict in China, the
United States, through the pressure of the “Big
Navy’’ group, wishes to take advantage of the
situation to expand her mfluence 1 the Pacific.
In other words, a new type of 20th. century
mmpenalism is being developed 1 America, which
in spite of her high-sounding championing of
democracy 18 likely to develop into a protoiype
of the well-known British unperiahsm,

America 1s {reading a dangerous path and
does not seem to realize what her anti-Japanese
actions may bring about. It 1z to be hoped,
however, that the more sensible elements among
the American leaders will take appropriate steps
to curb those who seem bent on destroying the
traditional American-Japanese friendship.
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The Tsingtao Conference

Within 2 fortmght, Tsingtao will be the
venue for an epoch-making conference, at which
the basic principles for the establhishment of a
new central government will be discussed between
Mr. Wang Ching-weil, chairman of the Central
Executive Committee of the Reformed Kuomin-
tang, Mr. Liang Hung-chi, President of the
Executive Yuan of the Reformed Government
and Mr. Wang Xeh-min, leader of the Peking
Provisional Government.

At this conference also plans will be dis-
cussed for the formation of a Central Political
Council which will be entrusted with the actual
work for the formation of the new government.
Great mmportance is being attached to the forth-
coming meeting between Mr. Wang and the lea-
ders ot New China, and tn view of their umty of
purpose, 1t seems hkely that httle delay will be
experienced for the realization of all plans.

Preliminary negotiations with the Japanese
Authorities have shown a keen desire on the
part of the latter to assist Mr. Wang n realizing
his peace movement, and with future cooperation
and assistance from Japan assured the prospects
for the new government are indeed bright.

Youths Distribute “ Peace " Leaflets on

Nanking Road

In support of Mr. Wang Ching-Wei’s Peace
Movement numerous societies and associlations
have been organized throughout China. In
Shanghai, there 1s the Association for the Pro-
motion of the Peace Movement orgamized a few
months ago by mtellectugls und educationists, and
recently, a new organization known as the Young
Men’s Peace Association was founded. On the
afternoon of Jan. 7 at about 3 p.m., several
young men, obviously students, handed out color-
ed leaflets in Chinese to pedestrians on Nanking
Road. The following 1s a translated passage of
a handbill picked up. *1In order tn realize
peace, let us support Chairman Wang Ching-
Wei' In order to destroy Communists, let us
cooperate with Japan.’”’ Slogans printed on blue
paper read: * Support Chairman Wang Ching-
Wei to realize peace.”” and * Down with violators
of Peace'” The leaflets all bear the seal of the
Shangha: Young Men’'s Peace Association.

Long-Expected Conference At End of Month

The preparations for the long-sxpected
Tsingtao Conference are nearing completion. 1t
is learnt from rehable poltical circles that the
Conference will take place before the end of this
month. The chief aum of this projected con-
ference 1s to make preparations for the establish-
ment of the new Central Political Council which
1s the first stage of the formation and organiza-
tion of the New Central Government

Chungking May Alter Foreign Policy

The foreign policy of the Chungking Govern
ment may be altered as the result of the pending
Japanese and American negotiations for a new
Commetcial Pact, diplomatic eircles in Chungking
aver. Chungking 1s trying to mfluence the United
States Government to bring pressure on Japan.
A new Commercial Pact between America and
Japan would compel Chungking to alter 1its
foreign policy, 1t 1s stated

Shangha Merchants Angered by Restriction

The 1ecent order 1issued by Chungking
restricting the import to the immterior of—manu-
factured goods has angered Shangha: mmdustria-
lists and businessmen. FEven after repeated
appeals and representations made to the Chung-
king Mimistry of Economics, goods transported
to the 1nterior are first reported to the Ministry,
accompanied by certificates 1ssued by the local
Chamber of Commerce. Failing to observe this
regulation may entail the detention or confisca-
tion of the goods upon arrival in the mnterior
Local businessmen state that the time required
to comply with this regulation requires at least
1Xx months.

Shanghai Japanese Population Trebles

According to a report 1ssued by the Japa-
nese Consulate-General in Shanghai, the Japanese
population has trebied since the outbreak of the
Sino-Japanese Hostilities. As at January 1,
this year, the Japanese residents 1 Shangha
numbered 64,829,
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Mr. Wang Ching-Wei's Appeal To General Chiang

United Peace Front Urged

The preparations of the much discussed
Tsingtao Conference are nearing A completion.
The conference is to meet before the end of the
month to discuss problems in connection with
the establishment of Central Political Council
which 1s to organze the new National Government.

On the eve of this Tsingtao Gonference, Mr.
Wang Ching-wer despatched the following tele-
gram to General Chiang Kai-Shek urging him to
put the fate of the nation before all other con-
siderations and to form a umted national peace
front with a view to securing nationwide peace
on the basis of honor and justice and facilitate
the solution of such problems as the total with-
drawal of the Japanese troops from China.

“On December 29, 1938, I proposed the
readjustment of Sino-Japanese relations for the
purpose of laying the foundafions of permanent
peace 1n East Asia and took as the basis for this
readjustment the Konoye Declaration of Decem-
ber 22, 1938. Unfortunately, they did not meet
with vour acceptance. However, I and all thase
comrades who felt the same necessity for peace,
in the face of manv dangers and difficulties and
regardiess of the many sacrifices we were called
upon to make, devoted all our efforts to the
Peace Movement. We have had many frank and
open-minded discussions with Japanese leaders,
both 1n the Government and outside, with a view
to arriving at an agreed scheme for peace. For
the whole of the past year, we have done our
utmost to compose the differences which divided
us in the past and to bring about a new and
brighter era. Under the existing cncumstances,
it was not an easy matter to arrive at a peace
scheme satisfactory to all parties. Fortunately
both sides, having in mind the future prosperity
of East Asia, have been wilhng to make conces-
stons and so have arrived at a muteal under
standing. The foundation of peace have been
laid, and China will secure terms which not only
will not lead to national extinction but will also
preserve her Independence and Freedom and
enable the reconstruction of the nation on the
basis of the Sam Min Chu I (Three People’s
Principles) to be completed. This being so, I

would wish, 1n all earnestness and sincerity and
after full deliberation, to present to you once
agamn my views for your consideration

* With the internal condition of Chinz as
it 1s, and under existing international circum-
stances, there 1s decidedly no hope for the achie
vement of ultimate victory through a pohcy of
fighting to the bitter end. This you well know
and there 15 no need for me to say any more on
this point. You also know quite well that the
people of the whole nation wish for peace and
there 1s no need for me to say any more on this
either 1t 1s necessary, however, that the whole
pation be united 1 order that peace may be
speedily and umiversally brought about. In re-
gard to the evacuation of the Japanese troops,
the Chinese people hope that this can be achieved
as early as possible. Nor does Japan wish to
have to retain troops outside her own territory
longer than can be helped. If you however
continue to advocate armed resistance, how can
evacuation be talked about? Turming to eco-
nomic reconstruction, i1t cannot be denied that
the people are impoverished and the nation’s
resources exhausted. If the war were ended and
peace negotiated nght now, the task of restoring
national strength and the vatality of the people
would be all the highter. If, on the other hand,
war, with 1ts mevitable attrition and exhaustion,
1s continued indefinitely the vitality of the people
will be drained away, and the national strength
will follow smit. Then 1t will be hopeless even
to talk of economic reconstruction.

**1 have long since determined to devote my
life and efforts to achieve the salvation of the
nation. Should you persist in your opposition I
may be compelled to proceed myseif with all my
efforts to establish the foundation of peace.
Unti I have secured a pation-wide peace I will
have no hesitation however persisteni and un-
reasonable yvour opposition. If, however, vou,
putting the fate of the nation and the hivehhood
of the people before all other considerations
would make a bold decision to end a futile war
and to negotiate an honorable peace with Japan
on the basis of the Konoye Declaration, then 1t



January 15, 1940

VOICE OF NEW CHINA 7

will be possible for myself and all the comrades
to join with you in a united endeavor to secure
the early and concrete realization of a nation-
wide peace In short, the fate and fortune of
the State and the nation depend on this decision
on your part All the powers of the Chungking
Government are centralized in your hands. To
make peace or to continue to fight can be decided
by one word from you. The responsibihity laid
upon you 1s very heavy, so1s the hope placed mn
you very earnest and eager. ‘Therefore, regard-
less of any fear of offending you I am sending
you this message from my imner heart in the
hope that you -will give it your most serious
consideration. ™’

Tri-Power Far Eastern Policy Fixed ?

Sir Archibald Glark-Kerr, British Ambas-
sador to China, arrived in Hongkong from
Shangha1 on Jan. 4. No official commumoque
has been 1ssued concerning the Ambassador’s
arrival. Influential circles revealed that repeated
exchanges of opinion have been held recently by
the three envoys, namely Mr. Nelson T. Johnson,
United States Ambassador to China, M. Henn
Cosme, the French Ambassador, and Sir Archi-
bald Clark-Kerz, the British Ambassador. 1t 1s
understood that an agreement was reached
whereby the three democratic powers will adopt
a fixed policy 1 the Far East. Sir Archibald 1s
proceeding to Chungking to discuss some mmpor-
tant questions including the Tientsin Silver issue
and the Reopening of the Yangtse. As the
relations between Soviet-Russiz and the Anglo-
French allies have become worse, Sir Archibald
Clark-Kerr may ask the Chungking Government,
m view of the interests of all the powers con-
cerned, to forsake 1ts pro-Soviet policy, which,
if agreed to, will enable the three democratic
powers to determine their policy toward China.

British Ambassador To Mediate In
Sino-Japanese Conflict ?

Sir Archibald Clark-Kerr, British Ambas-
sador to China and his party arrived at Chung-
king by plane on Jan. 5. 1t is reported that Sir
Archibald Clark-Kerr apart from discussing the
outstanding questions of the Tientsin Silver and
the Reopening of the Yangtse, may propose
measures for the settlement of the present Sino-
Japanese conflict, though he denied reports to
this effect when questioned 1in Hongkong. Shouid
the truth of tms report be later confirmed, Sir

Archibald’'s efforts at mediation would not he
the first he has made during the last two years.
Local diplomatic circles fear that as Chungking
is strongly under the mfluence of the Com-
munists, his efforts at mediation will not be
considered by the authorities in question

Reopening Of The Lower Yangtze
Fixed For February |

Since Japan’s declaration that the Lower
Yangtze will be reopened, foreign shipping cir-
cles have been hoping that the navigable area
would be extended to Wuhu nstead of Nanking,
a5 there 1s direct ratlway transport still linking
Nanking and Shanghai. After repeated negotia-
tions between Anglo-American representafives
and the Japanese authorities, 1t has been decided
that the Yangtze will be formally reopened on
February 1 as originally announced, the exten-
sion to Wuhu 1s being left in abeyance for the
time being as the Japanese deem 1t too early at
the present juncture.
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Announcement Of Establishment Of New
Central Government

Broadcast Speech By Mr. Chow Fu-Hai

Mr. Chow Fu-Hai, Member of the Standing
Commttee of the Central Executive Committee
of the Kuo-Mm Tang, following the speech of
Chairman Wang Ching-wer’s broadcast over the
Central Broadeasting Station on New Year's Day,
went on the air on Jan. 2 night at seven o’clock
over the Station. He took as his subject ** Ways
and Means 1 the Development of the Peace
Movement ” 1 the course of which he announced
the speedy establishment of the new Central
Government. The text 1s summarized as
follows -

* The aim and meaning of the Peace Move-
ment have already been explained in Mr. Wang’'s
Peace Proposals on December 29, 1938 and his
subsequent articles. Now the Central Political
Council will soon be called 1n session after which
the new Central Government will be estabhished.

“It is mmportant to realize however that
the orgamzation of the new Central Government
is only one of the stages of the Peace Movement
but not the aim of the Peace Movement. When we
left Chungking, we did not have the intention to
organize another government. We left Chung-
king for the sole purpose of breaking the dead-
lock i the Smo-Japanese relations and finding
ways and means to reestablish peace between the
two countries. We are convinced that the con-
tinuation of war would harm both China and
Japan. Led by Mr. Wang, our amm was thus to
propose peace to the Chinese Government. But
Chungking flatly refused to negotiate peace and
not only expelled Mr., Wang from the member-
ship of the Party but made various attempts
upon Mr. Wang's hife. We felt however we can-
not forsake our responsibilities in a vital issue
on which depends the fate of China and the Chi-
nese people, only because the Chungking regime
for various reasons does not wish to have peace.
For nanonal salvation can only be achieved
through Peace, and close Sino-J apanese co-opera-
tion on & basis of mutual mdependence and
freedom 1n 2 spirit of mutual sincerity and re-
ciprocity 1s not only the foundation of perma-
nent peace between the two countries but will
also give a new life to East Asia. To achieve

this object the orgamization of a new Central
Government 1s essential.

“The efforts of the Peace Movement will
henceforth therefore be directed to establishing,
organizing, strengthening and consolidating the
new Central Government. The Peace Move-
ment has reached a new stage. This new stage
requires new effort, new determination, and the
proper ways #nd means so that we will march
vnwards towards the full realization of our aims.

French-indo-China May Prohibit Atms Transportation

Semi-official circles intimate that m view of
the mtensified air-bombardment by Japanese air
units along the Yunnan-Annam Railway, the
French authorities in Indo-China may adopt
prohibitive measures against Chinese ammunition
and arms being transported through that line as
soon as the projected measures are approved by
Paris. An assurance to this effect will he com-
municated to the Japanese Government.

U.S--Japan Treaty Will Intensify Chungking’s
Pro-Soviet Policy

A new Commercial Pact between Japan and
the United States will drive the Chungking
Government mto closer relationship with the
Soviet Union, diplomatic circles believe. To
counteract such a pact, the Chiang government
will negotiate with Soviet Russia through 1ts
representatives ;mn Moscow. However, the gove
ernment has not abandoned the hope that Anglo-
French efforts may cause a breach 1n the pending
American-Japanese negotiations.

Mr. Chen Li-Fu To Remain In Kunming

Mr. Chen Li-Fu, Chungking Minster of
Education and specral envoy to negotiate with
General Lun Yung over the pending differences
between the Chungking authorities and the
Yunnan Provincial Government, was mstructed
by General Chiang Kai-shek to remain in Kun-
mng until further instructions, 1t 1s understood
that further important proposals are to be made
to the Yunnan Provincial Government.
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How to Save the Chinese Dollar

New Currency to Counter Chungking Inflation

Mr. Tang Ching-Po, 2 member of Mr.
Wang Ching-Wer's ““bram trust” and former
Secretary-General of the Mmstry of Industry,
interviewed on the present currency situation
attributed the low value of the Chinese dollar
to the inflationist policy of the Chungking Go-
vernmeni. “To understand this,” he said, “we
must go back three or four years to the silver
purchasing policy of the American Government.
New taxation was too slow in operation and not
sufficiently product.ve to be of any great use,
the Iimit df borrowing was soon reached, and so
tc maintamn 1ts existence the Government had
to resort to inflation.”

“You really think this has been sericus?”
he was asked, and rephied that it most certainly
had been. It 1s true of course,” he said,
“That in the first few months of the war,
during which period it should be noted the note
issue only rose from $1640 million to $1730
million, the value of the doliar was maintained.
The first serious drop did not come until after
June 1938, when it went to 8d., a raie that was
maintained until June 1939.

~Afrer that date,”” he went on, *came a
further serious drop. While ceitain other
factors may have influenced this, the note issue
figures reveal that the main cause was inflation.
Between June 1938 and June 1939 the note issue
went up, according to official figures, 609, i.e.
from $ 1730 million to $2630 million, and in-
formed mner circles place the increase at over
10095, i.e. to $3500 milhon.”

* Undoubtedly,” he said, “the process has
been continuing since,” and he referred to the
contract for 1000 million notes placed with two
London banknote Companies. At a conservative
estimate of half this number being dollar notes
and the balance spht equally between $5 and $10
notes a total of $4250 was arrived. These were
being progressively put into circulation, hence
the present Jow value of the dollar at 43%d.

Mr. Tang was inclined to be pessimistic
about the future. * There 1s nothing to prevent
the dollar going lower and lower,” he said.

Chungking showed no signs of ceasing the 1ssue
of notes, and as a result *the tragedy of the
Mark after the first World War 1s quite hkely
to be repeated in China.” He went on to state
that the Peace Movement is definitely opposed
to this disastrous policy of inflation and hopes
that the nation will at the earliest moment
stand up aganst 1t to fight ageinst the disaster
to come.

Mzr. Tang then proceeded to draw a con-
trast between Mr. Wang Ching-Wer's attitude to
to the fate of the people 1n the occupied areas
and that of General Chiang Kai-Shek. The
latter, once an area passed out of his control,
showed a complete disregard for the welfare of
its mhabitants He evidenced as proof of this
the restrictions imposed on the witbdrawal of
bank deposits which was depriving industry of
needed credits and capital, though any amount
of money lay idle in the Banks. At the same
time the strict Iimitations goverming remt-
tances to city ports prevented the mnative
industries of Shanghal and the occupied areas
from marketing their goods in the interior.
This had been made even worse by the order of
the Ministry of Economics at the end of No-
vember prohibiting the import into so-called
“free China’”’ of goods manufactured in Shang-
har and other occupiled distriets. All this, Mr.
Tang pointed out, was bearing very heavily on
the people, and Mr. Wang, who had been
largely influenced in his stand for peace by his
concern for the welfure of the people of the
occupied areas, 1s definitely opposed to the
attitude of which it 1s 2 mamfestation.

Mr. Tang was then asked what were the
plans of the Peace Movement as regards the
currency. *There 1s not the slightest inten-
tion,”’ he answered, *of putting any pressure on
the existing currency to which the hivelihood of
the people 1s so closely bound. If, however,
Chungking refuses to abandon 1ts disastrous
inflation policy, then the new Central system
must take steps to secure a stable currency.”

He admitted that ss_{abxhty would depen_d_
largely on the balance of international payments,
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Central Military Officers’ Training Corps

Military Review and Reception

General Yeh Peng, Dean of the Central
Military Officers’ Traiming Corps, officiated on
behalf of Mr. Wang Ching-Wer at a military
review and a reception early in the morning of
Jan. 6 at Kiangwan. The function was attended
by representatives of the various Embassies and
Consulates, and foreign Press correspondents and
editors of local newspapers and magazines.
General Yeh Peng made the following speech —
“J.adies ind Gentlemen.

We are greatly honored by your presence
here todiy, and on behalf of our President, Mr.
Wang Ching-We1, the members of the Training
Staff and the officers and cadets under traiming,
I take pleasure i welcoming you one and all.

The military review which vou have just
witnessed 1s but a rudimentary example of what
this mx\htary mstitution 15 aiming to achieve.
Our equipment and educational facihties are not
vet up to the proper standard of a really modern
army, and what you have seen today 1s the result
of our efforts of only two and a half months of
preparation and four weeks of training. Much
still needs improvement but I hope that we have
not been working in vain, for even the partial
success which we have achieved 1n difficult cir-
cumstances 15 very encouraging for the future.

The establishment of this Institution and 1ts
future growth will not be due so much to our
own personal efforts, they are primarily depen-
dent on three things —the correctness of our
principles, the greatness of our Leader, and the
spirit of Sino-Japanese Cooperation.

1. The fundamental principles of this In-
stitution are Peace, Ant1-Communmsm and Na-
tional Reconstruction, as expounded 1n the
Manifesto and Revised Program of the Sixth
National Congress of the Kuo Min Tang. The
young officers and cadets have rallied joytully to
our cause, they have been arriving n such large
numbers that the maximum numbers of candidates
has long already been exceeded, and all late
arrrvals have been mformed that they would
have to be patient and wait for their turn. This
definitely proves that the principles of Peace,

Anti-Communism and National Reconstruction
are forcefully appealing to our people and are
taking root 1n the Chinese youth of today, they
are China’s immutable and permanent national
policies for generations to come.

2 The moral and spiritual power of our
Leader 1s 1rresistible For although the principles
of Peace, Anti-Communism and National Recon-
struction are correct, without Mr. Wang Ching-
Wet's moral prestige and spiritual power. his
mitiative and guidance, 1 feel certain that this
Institution would not have been able to boast of
even a handful of officers whose duties it wil] be
to uphold the only principles which will lead to
the salvation of the nation.

3. Last, but not least, we must emphasize
the spirit of Sino-Japanese Co operation which
18 turming two unnatural enemies into natural
friends agamn. This Institution has enjoyed
many courtesies from the Japanese authorities
who have contributed to the success of this
Institution, We are translating this spirit of
cooperation into a living reality. Once Sino-
Japanese friendship has ousted the hatied exist-
ing between the two nations and 1s re-established
upon mutual sincerity, our friendship wiil be
everlasting, to the benefit not only of China and
Japan, but of the Far East and the world
general.

The officers and cadets of this Institution
are patriots, young in years, but they have the
experience of their elders, Have they pot wit-
nessed the ravages caused to theirr mother-coun-
try by Bolshevism? Are they blind to what
Bolshevism has i store for the rest of the
world? GCan world peace remain permanently
undisturbed after what Bolshevism has done to
the Chinese Republic? These young true pat-
riots of China are therefore not without reason
antagomstic to Bolshevism. They are also aware
that should the Sino-Japanese War continue to
drag on, both China and Japan will just destroy
one another with _the result that the Communists
will have no difficulty 1 tearing them to pieces
with their 1apacious claws. Consequently, they
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China Must Be Saved From Communism, British Exploitation

These Are Major Factors In Establishment Of New
Order in East Asia; Economic Constructive

Work s Important Branch Of Plan

Safegnarding the Cnina continent from
commumism and the setting free of that wvast
country fiom the yoke of Western colomal ex-
ploitation, especially that of Britain, which has
been going on for the past 100 years — these are
the major factors 1n the proposed establishment
of the New Order 1n East Asia.

The economic constructive work constitutes
an mmportant branch of the said new order cam-
paign and here again the U.8.5.R. and Britain
are i the way. The contact of the new order
promoters with those countries will imvariably
give rise to trouble.

Coming to North China and then to Central
China after an extensive trip m Manchoukuo
and Inner Mongoha, the traveler realizes anew
that 1t 1s not the Chiang Kai-shek regime any
more but Britain and the U.S.S.R. that are the
major opponents in the forthcoming econmomic
war 1 connection with the new order campaign.

_In Manchoukuo, the maintenance of peace
and order as well as the industrial development
are making smooth progress. The growth of
the new state is so remarkable that it has already
developed into an influential partner of Japan n
the campaign to materialize the economic recon-
struction in East Asia,

Meanwhile, in Mongoha, including Sinkiang,
marked progress is seen in the operation on the
underground resources such as coal i Tatung
and iron in Lungyen, while a drastic improvement
18 also being introduced 1n the farming and live-
stock raising. All of these industrial activities
are unified under the banner of state socialism.
And so, these countries, too, are striving of offer
mfluential sapport to the new order movement.

Monay System Stabilized

Another thing of importance about the
economic achievements in these countries 1s the
fact that all the industrial activities there are
based on the new monetary system, which 1s
firmly linked with the Japanese yen. There are,

therefore, no such currency difficulties there as
that now being experienced tn North and Central
China.

1t does not follow, however, that these
countries have no trouble to mar their prospects.
There is a constant threat of Soviet invasion
from northern borders.

As a matter of fact, the Red Russian forces
have alreadv trespassed in the border region,
exchanging fire with the combined garrison forces
of Japan an Manchoukuo. A war between the
aliies of Soviet Russia and Outer Mongolia and
the combined forces of Japan and Mapchoukuo
has already broken out.

L1

Under the present very strained situation,
Manchoukuo has drafted a three-year plan calling
for the mvestment of Y1,000-million 1n order to
develop remote regions i1n the north, while in
Mongolia, scores of millions of yen are to be
spent to strengthen the economic foundation
there, these plans revealing the enthusiasm of
the rising nattons.

Reds Are After Farmers

In the face of the projects now contemplat-
ed by Manchoukuo and Mongolia, the Kremlin
maneuvers are being extended, not only via the
direct attack on the border regions but also via
Chungking. Bolshevization has been launched
among the farming population 1n the districts
under the jurisdiction of the Chiang Kai-shek
government, the movement being extended thence
to the Nippon occupied areas by means of what
13 called the economic guerrilla tactics with the
object of disturbing local order and welfare.
The loosing of the poison gas of bolshevism is
not without results.

On the other hand, a traveler coming from
the Mongolhig-Sinkiang areas to North China
cannot help but reahze that the British influence
18 prevalent.

In the Bnitish and French concessions of
Tientsin, the fap: (bank notes issued by banks of
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the Chiang Kai-shek regime) 1s officially in cir-
culation, irrespective of the fact that the Provi-
sional Government of the Chinese Republic (1n
Peking) has prohibited their use. Not only that,
the fap1 notes are quoted higher than the Federal
Reserve Bank notes (legal tender of North China)
by from 10 to 20 per cent.

The very fact that the fap: notes are in
circulation and that they are higher than the
legal tender of the Peking government 1s a
phenomenon which can have only one meaning .
It 13 part of a plan to disturb the monetary
system m North China as well as eapression of
hostility to the establishment of a new order.

Chiangsters Protected

On top of such economic antagomism, the
anti-Japanese Chinese are beimng given special
protectiun withiu the Tientsin settlement, signity-
g that political assistance 15 extended to the
Chiang Kai-shek government.

It 1s only natural that the Japanese army
authorities have 1solated the British concession
from the rest of Tientsin. One wonders, more
over, why the Japanese war authorities did not
take such a step eurlier.

In Manchoukuo and Mongoha, there 1s a
constant threat of intrusion from the outside,
but there 1s no fear of disturbance from the
inside.

In North and Central Chima, however, the
British authorities, on the strength of extrater-
ritoriality and also on the basis of an interpreta-
tion that Britain and the Chiang Kai-shek
government share the same interests, are actively
maneuvering to disturb the economic enterprises
of the new order promoters.

It 15 under such circumstances that the new
order movement, especially that connected with
the estabhishment of a new economic regime,
come into colhision on all sides. This trend 1s
all the more marked in Shanghai.

In order that a new economic regime be
established on the Chinese continent, 1t 1s essential
that these two enemies — Soviet communistic
activities and British economic antagonism — be
conquered at any cost.

A study of the outstanding industrial struc-
ture of China proves a subject of unusual interest,
especially as 1t 1s viewed 1n connection with the
economic strife of the new order advocates
against Soviet Russia and Britain.

No Industrial Revelution

All the modern civihzed countries of the
world have undergone an industrial revolution.
China, howeser, did not have the opportunit,
to go through 1t fully.

For one thing, civil wars have been waged
year after year. There was no unity in admm-
stration and military affairs. The vasi country
has been made the prey of the 1mperiahistic
exploitation of advanced countries. In addition,
China’s social structure has peculiar defects.
So the country, without fully going through the
mndustrial revolution, has entered the stage of
political revolution. In the circumstances, the
industrial development of the country 1s not only
delayed but also 1s remarkably uneven.

In the agricultural domain, for mnstance, the
primitive tenant farming system of the feudal
days, as well as a special agrarian financing system
(which 1s decidedly unfavorable for the borrower)
are still observed. Such systems are, moreover,
consolidated and deep-rooted.

In addition, there have always been the
natural and man-made calamities — floods, drou-
ghts, and famines constituting the former and
civil wars and bandit activities the latter.

It 1s out of the question, under such condi-
tions, for farmers to attempt to introduce any
mprovement 1n the quahily and variety of their
produce. They have learned to be resigned to
the fate whenever things do not work out well.

The repetition ot such natural and man-made
calamities, however, has inevitably caused the
law of survival of the fittest to function, only
the people who can withstand constant setbacks
remaln to carry on.

The farmers have lost susceptibility to
hardship. On the other hand, they have
developed the capacity to maintain their living
under all conditions. The Chinese farmers have
thus become like wild grasses, and strange to
say, the “wild grass” farmers are amazingly
hard-working!

By the simple process of looking over the
farming conditions 1n the dictrict adjomning a
railway zone, one may surmise that the Chinese
farmers are not at all lazy.

This powerful abihty to live coupled with
remarkable 1ndustry —these are the major
strong pownts of the Han race. The majority
of Chinese today are farmers and these farmers
are tired. It 1s these innumerable farmers, the
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tired people, who are made the target of the
sovietization. 'The economic guerrilla corps of
the U.S.8.R. are after them. '

There is a limited number of educated men.
They are either great landlords in the country
‘or those who have gone to the cities to engage
in business, in many.-cases becoming tied up with
foreign capital. The latter are the brokers and
the famous *“South Sea” Chinese merchants.
They are shrewd businessmen, clever at calcula-
tion and guick at grasping opportunities..

- The fact that these sharp businessmen have
carried on their enterprises under an imperfect
“and complicated monetary system for scores of
vears has given them training that makes them
highly sensitive to any fluctuations in business
conditions. o

Their ability to transact business from A
to B, B.to C, and so on, always earning some
margin of profit, taking advantage of the con-
stantly fluctuating exchange rate of a number of
different kinds of currencies, may well be descri-
bed as masterly speculation;

To these people, the fapi, yen notes, cotton
textiles,. raw cotton, etc.,, are all alike in that
they represent some value; they are currency
and commodities at the same time.

While the Reds are watching for an op-
portunity to wield their influence on the tired
farmers, the British capitalists have a strong
grip on these commercial people, whom the
Britishers regard as subjects for exploitation.

Under normal circumstances, between the
farmers and merchants there should develop
light and heavy industries based on the inex-
haustible resources. China, however, has not
had the opportunity to. develop her modern
manufacturing industries.

The immense richness of the underground
resources has hitherto been in a state of hiber-
nation. With the exception of some enterprises
operated by foreign- capital, there are hardly
any Chinese undertakings worthy of mention.

lnduskri_alization Started

As regards the underground resources
situated in the Nippon occupied zones, projects
are already under way to develop them by the
promotion of industrial concerns which belong
to two financial bodies, the North China Deve-
lopment Co., Ltd. and the Central Ghina Deve-
lopment Co., Ltd. Some of these new companies
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have started actual operation, while 'ot_hers are
still in the stage of preparation.

This is a kind of obligation that has been
imposed on Industrial Japan.

- Qoal, iron, raw cotton, and salt-- these
items which have a direct bearing on national
defense — have been taken as the first group of
industries to be promoted in North and Ceatral
China and the work is being pushed.

. For the present, the industrial undertakings
in North and Central Ching engineered by the
new order group are geared to a role supple-
mentary to the four-year plan of Japan and the
five-year program of Manchoukuo.

When in the future the strict control over
foreign exchange is alleviated and the supply of
commodities is increased and when it subsequent-
ly becomes possible to export Japan’s capital,
technique, and commonities to the China con-
tinent, light and heavy industries will be founded
there by Japan.

Success Assured

There i1s a plentiful supply of cheap labor
in China which may be employed to exploit the
inexhaustible underground resources and there
is a potential consuming capacity of 400,000,000
persons. Japan is confident of success in the
industrial undertaking on the China continent,
in view of what has been accomplished in
Manchoukuo. '

it .is fortunate, in this connection, that
Occidental capital has not been extended to the
domain of industries in North China— though
the sitvation is different in Central China.

There is not much room, in North China,
for Western financial meneuvers to mar the new
order program where industries are concerned.
And it will not be long before the *‘treasure
box'"™ of China—the underground resources
that have hitherto remained untapped — will
eventually be opened and utilized.

As far as industries are concerned, the
prospects are thus bright. When it comes to
commerce and financing, however, the new order
group must be prepared to have a good deal of
trouble with Britain., As a2 matter of fact, the
battle has already started. The isolation of
Tientsin is one of the skirmishes and the Tokyo
parley is another. In Shanghai, the head-
quarters of the British activities in China, there
is no knowing how things will turn out, all
depending on the British attitude. )
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The British challenge to an economuc war
with Japan 1n connection with the current China
Emergency was made clear for the first time
when the Hongkong & Shanghai Banking Cor-
poration started 1ts exchange manipulations n
order to support the fap1 notes.

When 1n April, 1938, the Chiang Kai-shek
government restricted the selling of foreign
currencies, it revealed the vulnerability of the
fapi notes, of which the rate subsequently
tumbled down from the 1/2- to the 10-pence level
on London, after 1t had long been supported.

In June, 1938, or immediately after the
Japanese capture of Suchow, the exchange rate
swiftly declined from 9- to 8-pence on London.
It was about this time that the Hongkong &
Shanghai1 Banking Corporation became openly
active 1n support of the fap: notes The bank
began selling sterhng actively at the rate of B-
pence on London

The foreign exchange rate 1s primarily that
of transactions between foreign currencies.
Regardle:s of whether the fapi notes have value
or not, the rate 18 mevitably supporied m spite
of heavy selling, provided that as much sterling
as 15 desired 1s offered in exchange for the fap:
notes. Moreover, once 1t 13 made known that
Britain is backing the notes, the rate must of
necessity improve.

The fap1 notes were therefore firmly pegged
at 8-pence on London until the Hongkong &
Shanghai Banking Corporation some time ago
decided to withdraw its support.

As a matter of course, 1t was in order to
safeguard the British interests that the support
was given to the fapi notes, for the British
investments m China are by far larger than
those of other countries,

According to report of the American econo-
mic mission to the Far East (New York, 1935),
the foreign 1nvestments in China outstanding 1n
1935 were as follows  Britain, $1,000,000,000,
Japan, $500,000,000, and the V.S A., $200,000,-
000. According to Prof. Lehmar, the British
investment 1n China outstanding m 1931 were
$1,189,000,000.

At any rate, an enormous amount of money
15 1nvolved in the British investments in China,
especially when converted into terms of Japanese
yen at the current exchange rate, the total rang-
ing between Y 3.500-million and Y3.800-million.

The fruit of such enormous investments 1n
China of Biitain 1s collected mainly in terms
of the fapi  The sharp depreciation of this
currency, consequently, has immediate eifects
upon the British financial welfare. It was in
view of this disadvantage that Britam began
giving substantial support to the fap1 notes.

From the Japanese point of view, however,
the depreciation of the fap: notes signifies the
outcome of the armed conflict with the anti-
Japanese Chiang Kai-shek regime. It 1s of great
strategic vaiue to deal an economic and financial
blow to the enemy.

The British support of the fap: notes, side
by side with the British supply of arms to the
Chiang Kai-shek forces, constitutes open anta-
gonism to the Nippon campaign on the China
continent

The fact that Britain and the Chiang Kai-
shek government have common interests involved
m the support of the fap: notes and the sub-
sequent economic cooperation between them has
eventually developed into political maneuvers.

The British settlements in different parts of
China have become the headquarters of anti-
Japanese operations. As time passes, the re-
lations between Britain and the Chiang Kai-shek
regime have become so closely interlocked that
they are now 1nseparable,

Alliance Deap-Rooted

Speaking of the close tie between Britain
and the Chiang Kai-shek regime, however, 1its
origin dates far back.

When the anti-British movement, launched
by the National Revolutionary Army of China,
became active 1n 1926, Britain accepted the de-
mand to return the British concession in Han-
kow. Moreover, the British concessions 1n Kiu-
krang and Chenkiang were also returned. The
British then seemed to be ready to evacuate
from China.

When the Manchurian incident broke out
in 1931 and anti-Japanese sentiment was sub-
sequently stimulated, however, Britaimn was not
slow 1o taking advantage of the situation, fishing
n the troubled waters. She established a strong
hold deep within the Kuomintang government.
What Britain lost by returming the concessions
was more than made up for by her political
advance,

To begin with, the monetary system was
reformed under the guidance of Leith-Ross,
British adviser to the Kvomintang government
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Under the new monetary system, the Kuo-
mintang government came 1mtc possession of all
the silver within the country, replacing the hard
currency with paper notesissued by three govern-
ment banks, namely, "the Central, Chugoku, and
the Communications Banks. {Later, the Chung-
kuo Agrarian Bank was included among the
official note 1ssuing banks) The notes 1ssued by
these banks were made the legal tender to be
used 1n all official and private transactions, there-
by prohibiting the use of silver. As for the
foreign exchange rate the yuan was pegged at
1/2% on London by means of permitting the con-
version of notes into foreign currencies at that
rate.

Ongin OF Fap

This was the beginning of the birth of the
fapt which Britain 1s so eager to support at
present. It 1s natural, too, that Britain cannor
very well 1ignore the sad plight of the fapr in
consideration of its origin.

Also 1n consideration of its orgn, 1t 18
understandable that Britain should offer £5,000,-
000 1n order to stabilize the fapi.

Be that as 1t may, however, Japan bhas
suffered much from the British maneuvers to
uphold the fapi.

Japan supports the Federal Reserve Bank
notes in North Ching and the 1ssue of the Hua-
hsing Commercial Bank 1n Central Ching.~ Bri-
tain has had recourse to various measures to
disturbh the smooth eirculation of these notes,
This, too, 15 understandable 1f only one realizes
the “enemy character '’ of Britain in China.

Japan has hithertc regarded Britain as
separate from the Chiang Kair-shek regime. This
was a mistake. It reflects a serious lack of re-
cognition on the part of Japan.

Britain today still has enormous interests
in the Yangtse Valley with Shanghai as the
center. The domestic and international trade
facilities represent the bulk of the British in-
terests {here, followed by real estate, manufac-
turing lndustr.les, transportation facilities, bank-
ing, and financing in the order mentioned. It 1s
estimated that Britain’s property in the valley
amounts to about 80 per cent of her U.S. $1,000,-
000,000 1nvestments in China.

Britain, taking advantage of her closely
established relations with the modern Chinese
merchants (who are, as already noted, remarkab-
ly tramned in the ever-changing currency econo-

mics), 18 expected to launch maneuvers to disturb
Nippon economic enterprises in North and Cen-
tral China, especially in the field of financing
and commerce.

The Yangtse Valley, with Shanghai as the
center, will be the arena of the econumic war
between Britain and Japan.

It so happens that the navigation of foreign
ships on the Yangtse 1s being prohibited by the
Japanese army because of strategic needs,

b

This closing of the Yangtse navigation more
likely than not has proved a blow as great as
that resulting from the depreciation of the fap
notes, in view of the fact that two British ship-
ping concerns, Jardine, Matheson & Co. and
Butterfield & Swire, 1n the past operated 35
vessels, 68,000 tons in all, on the Yangise River
alone, 1nvesting an 1mmense amount of money
to builld wharf facilities at all the important
places along the stream, thus controlling the
commerce 11 the Yangtse Valley.

It 15 not without reason that Britain has
been making persistent demands that Japan re-
open the Yangtse Valley navigation to foreign
ships. This demand 1s being made while she is,
at the same time, giving aid to the fap: notes.
The Japanese consider this impudent.

But Biitain enjoys the reputation of being
an expert in diplomatic dealings, It was sug-
gested 1n some circles that Britain may demand
the reopening of the Yangtse Valley navigation
at the Tokyo parley in exchange for a compro-
mise ejsewhere.

{To be continued)

Dr. Chu Min-Yi's Broadcast

Dr. Chu Mm-Y1, Secretary-General of the
Central Executive Committee of the Kuo-Min
Tang spoke on Jan. 3 on the following four
points over the Central Broadcasting Station 1n
Shangha1 (1) National salvation can only be
achieved through the Peace Movement as Inter-
nationa}! mediation 1s impossible: (2) Bolshe-
vism 1s a public menace, peace cannot be secured
without anti-Communism, {3) The aim of the
Peace Movement is national reconstruction and
the Peace terms obtained will be accepted by the
entire Chinese people, and (4) The reahization
of Pan-Asiamism must be jointly undertaken by
both China and Japan.
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TOYO MURAKAMI

Objets d'Art Shirt Makers

270 Kiangse Road TA: “Murakamito”
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