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TABLE XLIH. PRICES OF bon‘ow COTTON YARN, WHEAT AND WHEAT FLOUR

. B " . B . N
. Month ) ir ‘Gotton ‘, : Cotton Yarn' . Wheat - ~Wheat Flour
:;I:-“:v- 1934
A Sept., M, 175,37 3.63 2.30
:F A QOkct. 34,74 174,37 3.52 2,30
-5 Nov. 36,29 180,08 W83 2,41
+t=H Dec, 36,04 182,48 .98 2,50
=M. 1035, T :
— A Jan. 36,47 $83.81 8,80 2.45
= R Feb, 36,46 181,68, 3.85 2,42

13

%I-HZE ﬁﬁﬂﬁﬁi‘% TABLE xuv EXCESS “OF S[L'VER EXPORTS

o W {32 10000 @ 7 .Unit: 10,000 Silver Dollars .
i - ' & ™
Month 1 . Al Chg‘ ‘Shanghed
D=y 1034 B ' B
A R - Aug, 7,000 7771
A B - Sept. 4,844 3,664
+ B - Oct. 6,533 4,267
‘+—A ~ Nov, e, 183‘ 1,135
ZrEm 1935 -
- K- Jan. Figum not avmble 1264

'Pé“l"—"ﬁ 13 9 4 Y, tﬁ"ﬂ!:‘iﬁtﬁx_&. REMZMDHBEM,

*This fieqre for all Chine, derived from the Novembu 1934, Cultoml Report. is pe:hauincorrect as it is -aven less than
that for Shanghai slone. -

?Aﬂ Tlmpcst exﬁen

i%m-l—ﬁ Liﬁﬁﬁﬁﬁmﬁﬁ TABLE XLV. . SILVER STOCK IN SHANGHAI

B W & m w R | %
Date Jl Chinese Banks' L Foreign Bank_s l: aTota]
ety oo 3 SN 1934 : o .
. B XH Sept. 6 272,892,000 164,644,000 437,706,000
- +=H 18 278,764,000 149,826,000 428,590,000
=41 20 275,A::2,000 144,532,000 420,164,200
- e H .27, 275,928,000 141,162,000 417,100,n00.
+8 mg Oct. 4 "74,2.13 ) 138,470,000 410,678,000
g} 11 2 1,544,070 118,770,000 385,163,000
:E:i\ﬂ 18 0,6"0 Al 109,268,000 384,938,000
KB o 278,032 0np 108,202,000 384,324,000
+~-H-—H Nov. | 277,4?3,00:}- 102,232,000 379,708,000
' . AB 8 287,248,000 94,172,700 474,418,000
+Hd 15 280,008,000 85,050,000 368,858,000
#=8 22 281,080,000 74,534,009 856,614,000
R =) 20 . 277,262,000 . 68,080,000 843,842,000
+=Axa Dec. 6 975,024,070 59,094,000 334,118,000
= (3 267,706,000 57,482,000 825,278,000
=+5g 20 264,410,070 56,008,090 320,416,000
_ #-+A a7 259,800,000 56,980,000 316,870,000
et o, £ 3 1035 e

—f =8 Jan, 8 957,244,000- 58;120,000 316,384,400
+H S 10 238,914,000 54,170,000 313,074,000
&R 117 281,793, 000’ 50,450,000 312,242,000
H#ma _ 24 268,468,000 —45,876,000 312,344,000
_W—B 31 270,784,700 41,168,000 311,950,000
=B %£H - Feb. 7 274,102,000 88,116,000 312,218 000
THA . i 269,200,000 -43,016.000 312,216,000
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A cérémony for the inauguration of the Hankow Chinese Stock  Excharge wads
held in Hankow on February 11, permission’ for. its establishment having previously
been granted by the Ministry of Finance.

For the relief of unemployed overseas Chinese who have been forced to return to
Chiria from abroad, the Overseas Chinese Affairs Commission has acquired-tens.of hund-
reds mow of government, land at Szuchicheng i Hsuancheng, Anhwei, where a village is
being built to serve as & home for the destitute. Construction of the necessary buildings,
begun in December last year, is nearing completion, and the first batch of 86 ¢olonists,
chosen out of 130 applicants, has been despatched to Hsuancheng on February 16.
Each. of them will be given a homestead and land to till, as per following arrangements:
colonization -with private funds, colonization with credit loans, and colonization with
capital-labor  co-operation.

. The property.of the No. 7 Sung Sing Cotton Mill, valued at $5,000,000.and mort-
gaged to the Hongkong and Shanghai Bankng Corporation_at, $2,000,000, was auctioned
off by the mortgagee at the minimum, price of $2,250,000 on February 26 following the
mill’s inability to redeem loang against property., However, the property was. also mort-
gaged to the Bank of China and the Shanghai Commercial and Savings Bank, and their
application for an attachment order against this property was granted by the First
‘Special-District Court on the 26th. Settlement of the .controversy is still pending.

N Ov;:lg{l the. precarious condition of the cotton industry, the No. 2 and No. §
mills of ung Sing Cotton Spinning and Weaving Company have ceased operations,
throwing over 4,000 workers -out-of "employment and reducing the national tax receipts
by $6,000 a day.
' The Poh.Yih Cotton "Mills have been.reorgsnized into the Hsin Yu Cotton Spin-

- ning and Weaviffy Co.,~under~whith name they resumed operations on the 20th of the
month:

Due to lack of cash to meet obligations, the Yung Kong, Yih Kong Feng Kee, Pao
Ta Yu Kee, and Teh Chong Shun Kee Native Banks of long business standing announc~
ed. voluntary. liquidation- on January 31 and February 8. On February 20 the Chih
Yuan and Chao Yuan Native Banks in Tientsin were also forced to ‘suspend business,

As local time diffets proportiohally with the longitude, the Ministry of Com-
munications has drdwn up measures for its regulation. The whole country is first
diyided into. four regions to determine the difference in time pertaining to—each of the
regions. Beginning from March 1, the exact time as  determined by the Nanking as-
tronomical observatory -will be broadcast every-morning-by radio or telegraph, and all
organs of communications throughout China are instructed to have their timekeepers re-
gulated to the reported standard time.. ' '

£ M-+ — X % B4 B B
'TABLE XLI. 'FOREIGN. | 'EXCH-ANGE_" _RA_TES

® % # W A
- London New York 'BJapan-
Month = g - - . A
- 3 T & 5 B K 5 TN I I . -
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Engineering work on the Wusih-Shanghai Highway, which is 139 kilometers long
and 5.5 kilometers wide and has altogether 149 bridges and 53 tunnels, has just been
completed. Attention is now focused on the eenstruction of stations along the route, In
addition to smaller stations at the various stops, four main stations will be established:
‘at Wusih, Changshu, Taichang and Shanghai, An order for 40 omnibuses has been
placed in Shanghai by "the Wusih-Shanghaj Metor Service Co., which is negotiating a
loan of $700,000 from certain banks in Shanghsai including the Central Bank, the Bank
of China and the Bank of Communications. - '

The Monetary Advisory Committee, organized by the Ministry of Finance and
composed of leading Chinese bankers, wad formally inaugurated on February 16. The
Committee is divided into four sub-committees for the purpose of studying and devising
ways and means to bring about improvement of the currency situation, stabilization of
foreign' exchange, improvement of the methods of foreign remittances, and regulation of
the currency in the inland.

In compliance with the petitions from the National Chdmber of Comrerce, Chin-
ese Bankers Association, Shanghai City Chamber of Commerce and Native "Bankers’
‘Association; the Ministry of Finance hgs ordered that, effective from February 19, -all
silver imported- into the country may be registered with the Customs so that when re-
exported later it will be exempted from the additional export tax and equalization charge

imposed  since October 15, 1934, the action’ being: taken as a means to encourage the
inflow of silver.

‘Aiming.to reform-the .system of salt administration and to promote the produc-
tion and consumption of salt, the Salt Administration Reform Committee and the Salt
Affairs .Study Committee have been fotmed in Nanking by the Ministry -of Finance, and
this gives rise to the belief that the long-discussed new Salt Law will soon be enforced.

According to the mutually beneficial terms-of the agreement reported to have
been reached between the City Government of Greater Shanghai and the Central Bank -pf
‘China, the latter is to finance the construction of the Jukong Wharf, 50 meters in
length, and the roads in the wharf area, based upon the City Governinent’s plans, -The
bank may g180 undertake to build godowns and warehouses. In view of the limited
space available, the bank recently made an application to the Ministry of Interior’ for
expropriation of a tract of land adjacent to the wharf, which was granted. The land
in quedtion extends from: the wharf westward to Chunkung Road, southward to Ju
Kiang and northward to Hsiachiapang, covering an area of 2,600 mow.

A loan agreement. has been sighed between the Reconstruction Bureau .of the
Shantung Provineial Government and the Shanghai Commercial and Savings Bank
for the promotion of sericylture in Shantung. The agreement i3 to be. effective for a
period of three years, and for the first year, the bank will loan to the Shantung Pro-
vincial Government a fotal of $160,000—$30,000 for the installation of machinery,

$30,000 for the raising of silkworms, and $100,000 for the distribution and sale of
COCOORS.

_ . The Chiha Agricultural Investment Company, formed by the Bank of Communica.
fions, the Kincheng Bank, the National Commercial Bank, the Shanghai Commercial and
Savirigs Bank and the Agricultural Bank of Four Provinces for the purpose of extending
credit loans to private farming interests,in'the interior in order to help forward the
program -ef rural rehabilitation in China, was formally inaugurated on February 9.
During the first stage of the company’s work, an amount of $3-5,000,000, to be equally
borne by the five constituent banks, will be invested in loans for improvement of Egricul-
‘tural production with particular emphasis on cotton products, whereby Shensi, Honan,
‘Shantung, Hopei, Kiangsy and Chekiang will first be benefited. A branch office has
already been establithed lin Sian, provincial capital of Shensi.

The Hangé};‘qw and éhanghai branches ‘of ~the Agricultural Bank of Four Pro-
vince% (Honan, Hupeh, Anhwei and Kiangsi) were respectively opened on February 1t
18.

and Now with branches all over the country, this bank will be re-named the Agricul-
tural Bank-of China., '
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Constructive Economic Developments in February

An’ agreement covering. complete interchange of long-distance telephone-facilities
mn and outside China was signed on February 7 between the Chinese Telephone Admin-
istration of ‘the Ministry of Communications arid the Shanghai Telephone Company for
an initial period of five years. The agreement makes, among others, the following pro=
visions: the telephone lines of the Telephone Administration and those of the Com-
pany must be connected at the boundary of Chinese controlled territory and of the
International Settlement -at Chapei; all fees for telephone calls should be collected at
rates specified by the Ministry of Communaitons; and all charges Tor telephone calls
received ghould be paid tg}tghe Telephone Administration with a 5-10 per cent allowance
to the Company as handling charges which .should not be less than 5 cents br more
than $1.50 per call

By order of the Ministry of Comamunieations, long-distance telephone calls on the
Peiping-Paotingfu, Peiping-Tientsin, Shanhaikwan-Tientsin, Tsinan-Tsingtao, Nanking-
Shanghai, Shanghai-Hangchow lines and-the long-distance telephone lines in the provinces
of Fukien and Kiangsi hereafter must not ex®ed three minutes, while the time-limit
for other lines will still be five minutes,

- " Following the completion of their installation, long-distance telephones betweeh
Shanghai and Minghong.were puf into operation on February 6, on which day the Ming-
hong branch- office of the Telephone Administration was also insugurated. . Between
Nanning, Kwangsi, and. Kweiyang, Kweichow, & direct long-distance telephone service
was started on the 23rd.

Beginning from March 1, subscribers to the Telephone Administration of the
Ministry of Communications may communicate by telephone their telegraph messages
direct to the Shanghai Telegraph Office on Min Kuo Road, Nantao. Messages in Chi-
nese must be read out in code letters, while in English messages every: word should be
spelled out. Messages thus taken will be transmitted while duplicate .copies marked
with the amount of the transmission charges will be forwarded to -the-sendér. Bills
for these telegraph charges will be renderedtogether with those for telephone fees to
subscribers by the Telephone Administration at the end of each month, For the use
of this new service, no deposit payment-is required. ‘ ' '

Direct telegraphic communications between-China and Machuria, which had been
interrupted for more than three yeass, were restored on February 15. A “third-party"”
relay bureau was-established at Shanhaikwan on the 138th for the further transmission
of telegrams received. ]

With 'the establishment of a branch telegraph bureau-at Hushukwan, Kiangsu,
direct telegraphic ecmomunication between that place and Shanghai is now in-operation,
effective February 15. Formerly, messages to and from Hushukwan must he routed-by
way o{ Soochow.’ '

Its arrangements with the China Merchants’ Steam Mavigation Co., Butterfield
& Swire, ‘and the Indo-China Steam Navigation Co. for through traffic by air and sea
being. successfully carried out, the China National Aviation Corporation has-made -
similar agreement with the Nanking.Shanghai and Shanghai-Hangchow-Ningpo Rail=
ways, whereby air-and-land through traffic will be effected, commencing March .1, Shang-
hai and Nanking are designated as the connecting stations. : .

The Sian-Hsienyang section of the Lunghai Rasilway, which is expected to be
completed by- the -end of this year, has been surveyved and Inad is being purchased
for its construction. The Sian station, now under construction, will be availgble for use
after three months. ' ' '

Upon expiration of the 6-month trial period on December 31, 1934, the China
Travel Service -has obtained permission from the Ministry of Railways to withdraw from
partnership in the Eastern Tourist Bureau, third party office handling Peiping-Mukden’
through traffic, effective from January 1, 1935, on account of the poor business conditions
of the through traffic service.



98.3, December 99.9,-January 99.4 and Febrimry 99.9. They appatently indlcate that,
insp}te of the rise in.the price of silver abroad, the levy of the qualization tax has
caused a moderate rise in the price level in China. '

——

 If the prices of certain staple commodities are considered individually, the effect
+of the tax seems to be gven more apparent. As shown in Table XLIIL, the prices of
yarn, cotton, wheat and/flour all went up quite a little after the levy of the tax.: They
were highest in Decemdber, -but fell again in January and February when the price of
‘silver rose further abroad and the tax rate. was lowered in China. Being staple com-
- modities, .these articles are naturally more succeptible to influences which bear op the
general economic conditions, and being also international goods, they are more directly
~affected by changes in our. foreign exthange rates. When foreign currencies went up,
the world prices of these commodities, converted into silver dellars, went up also, which
meant that their prices in China must rize.

4. "Effect on silver export. ""‘Accbr;dfnﬁ" to the customs reports, there was an
excess of silver exports in every month of last year except January and March. About
$15 million of the white metal was exported in excess of imports in April, while in

August, when the excess was greatest, it reached $79 million. . In October, it still
amounted-to $56 million, but dropped to about $11 million in November and December,
while January, this'year, had an excess of imports.

. When the tax was first levied, the rate went up rapidly, and the expoitation of
silver temporarily stopped.- Later, the rate was lowered, and the eflux was resumed,
although in much smaller ‘quantities, “It i3 said that the quantities smuggled out and

those exported to Hongkong and Singaporé upon payment of the tax (at some loss, of
course, but with the hope of. reaping_a much larger profit later when the price of silver
- went up further) were still very large. - Now -smuggling naturally would not figure .in
- the customs statistics, ‘but those regularly exported should. When we compare the $11
million in November and ‘December with the $79 million in August, the difference was
80 great that it could ot possibly be made up with smuggling. We may therefore say
‘without fear of contradiction that the combined total of smuggled and exported silver
- after the levy of the tax in any month was much below the quantities exported in
any of the few months preceding it. (An estimate by a Chinese banker puts the
quantity smuggled out every month after the tax levy at $10 million on the average.)

(RSP, T [N

As to the decrease in the Shanghai silver stock, it may be due not only to
exports’io foreign countries, but alse to an outflaw to other.parts of the country.,  Of
_the latter we should again distinguish between movements to the interior and those
to thésea ports, " If £5% purchases of agricultural products or investments in the rursl
districts, silver goes to the interior, it is a good thing for rural.recovery. On the other.
hand, the silver that goes to other seapo may be re-shipped through them to other
countries. Yet, as long as the total quanti exported or smuggled out has decreased,
it makes no difference whether the silvér goes ut directly from. Shanghai or indireetly"
through other ports.

5. .Effect on Shanghai silver stock. La _
was well above $500 million. ~ Since large quahtities were exported in July and August,
the figure: dropped to $400 millien in September, and further below in Qctober. - After.
the levy of the tax, although there was sovhe further decline, the rate was much slower..

The quantity remained somewhere arou d $310 million since the latter nart of Decem-
ber., ' ' ] '

If the silver reserves. of the: Chinese and foreign banks are examined geparately,
it will be seen that in the last fivé months, the former remained around’$270 to $280
million, while the latter. dropped sharply from $160 to $30 million. We may therefore
attributée the maintenance of the Shanghai: silver stock partly to the efforts of the’
Chinese banks in Shanghai and partly to the effect ¢f the tax. :

_ Finally, in all this discussion, we must bear in mind that the tax has not, except
for the first days, been levied it strict accordance to the original plan. - It has not
exactly wiped out the disparity between the exchange rate and the exchange parity,
If it has, ‘the effects would have been even more pronounced. ' '

apring the stock of silver in Shanghai
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Only the figures for New York after last September are given in the table already
referred to. It can be readily seen that the disparity has increased a good deal since
the levy of the tax. In September the price of silver in Shanghai was only from 4.7.
to 8.1 per cent below that in New York, and although the disparity once rose to 9.4 in
the first- half—cf October, most of the time it remained around 5 or 6-per cent in
that half month., However, as soon as the tax was levied, it jumped up to 11.4 per
cent on QOctober 15, and later rose furthep to between 17 and 26 per cent, down to
‘the end of the year.. In the latter part of January it dropped to around 14 per cent,
and further to arouxﬁﬁg per cent towards the end of February., This was partly due
to the position of our international balances which caused the foreign exchange rates
to become firm, and partly due to lower rates of the-equalization tax. Since the rise
of the -New York silver price was not more than 10 per cent, the much. higher dis.
parity between that and the price_in Shanghai shows that at the highest the latter
ufiderwent a decline’ a’t the same time,

_ 2. Effect on exchange rates. The effect of the silver tax on our foreign exchange.

rates is very plam In September last, the New York exchange was around 35, which
once rose to 37 in the first part of October. Since the imposition of -the tax, hoWevet.'
it became gradually weaker until towards the end of 'r\hat month it reached 3214. In
November it remained around 33 and 34. At the sameé time the sterling rate also
declined from 1/6 on Octobef 13 fo 1/37/3

This was only natural, -gince. the - imposition of- the tax caused a decline in the
gilver price in China.apd: curtaﬂed the exportation of the white metal.” The latter
means that all’ payments to foreign countries must be_made in bills, thus increasing
their demand -and therefore weakening-the Shanghal exchange. When the tax was first
levied, there were verrvfolent fluctuations in the gold bar price, and there was some.
sort. o“f pamc, in Shanghai, In fact, howeve', such gecurrenees were inevitable, and wete
necessary in stopping the huge eflux of the white metal. Unless foreign currencies

went up very much, our position in foreign trade could not be changed; and silver could
not be: kept inside the country

Because January and February were the last months of the lunar calender, im-
portation of —goods diminished, while overseas remiittances poured into ‘the country.
At the same time the tax rate was also lowered, The U. 8. dollar exchange improved,
and in February it once reached 38%%, while 4 similar situation was true of the sterling
and the yen. Certain papers considered this as a proof that the equalization charge’
was discounted and lost its effect. This of course is not true, The effect of the tax’
is to inmcremse the disparity between the price of silver in China and that abroad, thus -
amounting to a devaluation of the Chinese currency. It is also to curtail the exporta-
tion of silver. Since-no more silver was exported in recent months with the payment
of the tax, the latter became a potent jnstead.of an active factor. With its rate kent
fairly stationary in these mo‘nt‘ns. ity relation to foreign exchange -became naturally
much- lo6der than before. But it is no more indicative of the ineficacy of the tax than
the sitpation in the first three months of its impesition, when the disparity was much
larger than the tax rate.

3. Eﬂ’ect on the price level. Changes in the price level in China can be seen
from the wholesale price index numbers of Shanghai as cr}mplled bv the Natioral Tarif®
Commission. whick is quite renresentative of the price changes in. different parts of the
counh'v, as the six other series of price indices in the country have more -or legs- tha
same variations as the Shanghai series. Th-1934. the Jowest fieure was 94, Befortdpril,
and the highest 99.8 In’ Auguk% As the price of silven abroad went up steadily, the
nrice level in China fell agafh.until in chobpr the:index_ number ‘stéod at 96.1, The
National Tariff Commission comipites its -index ‘numbers . frnm the commodity prices of
the. 15th. of each month, hence the effect -of . the silvér tax levied nn October 15 ecould
not be seen from_the index number of-that month. In Ndvember the price index was
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Effects of the Silver Equalization Tax

_ When the Ministry of Finance levied the equalization charge and increased the
export tax on silver, this Review discussed their effects on the price of silver, com-
modity prices, foreign exchange rates, foreign trade, and the silver reserve of Shanghai
banks. It is now five months since the imposition of these taxes, and-statisties are
available from which we may draw conclusions about the efficacy of the measure. To
simplify matters, ‘we will refer to the export tax and equaiization charge together as
the equalization tax, unless it is necessary to discuss them Separately,

As the rate of the taX has varied from time‘to time, its effect varies also.. At
the beginning, the rate inereased very rapidly, reaching its height at 14 per cent for
the equalization charge alone, besides the 10 per cent export tax. Foreign exchange
fluctuated violently on that account, and theye was some confusion in the money market.
Later, the rate was lowered, the Exchange Stabilization Commiittee was also formed,
and foreign exchange- became more steady. In January and February of this year the
rate was very low, with very little variation, being around 6 per cent in these two
months, ' ;

In Tabale XLII the taxrate and.the disparity between New York and Shanghai
silver prices are—given side by side. The export tax was fixed at 10 per cent, but as
before October 15 an export tax of 2.25 per cent had -been ‘levied on silver bullion to
equalize with the minting chiarge on silver dollars, the increase in the rate was only
7.756 per cent. In comparing the silver prices in-the two markets, that in Shanghai is
figured out from the telegraphic transfer rate, which in turn is based “on the—silver
dollar. Hence for comparison of the silver tax with the discrepancy in its prices, the
rate levied on silver dollars is used. In other words, the tax rate as given in the table
is the sum of the equalization charge and 7.76 per cent of the export tax, instead of
10 per cent of the latter, ' | | S

1. Effect on silver prices, The price.of silver abroad is subject to the influence
of American governmental measures. As the quantity of silver so far purchased is not
exceedingly large, the rise in the. price of silver- has .not been violent. Before China
levied the equalization tax, it was53% centy®an ounce in New York. Immediately after
that it rose suddenly to 5514 cents, but declined again later until towards the end of
October it remained around 53 cents. In the latter part of November it went up again
to 65, and recently to 57, cents. While American governmental measures have been
mainly responsible for .these changes, the levy of the equalization tax in China, by cut-
ting-off the supply of silver to the world market, ‘has also contributed to the rise in
-the silver price abroad.

~ On ac_couxi?'of our having a silver standard, our economic conditions were very
largely affected by the fluctuations in’the price of silver abroad. After the levy of the
equalization tax, which was of an elastic nature, the price_of gilver in China has
severed connections with that abroad, and the influence of ~the latter over Chinese
economic life has diminished.” Any rise in the lattér only increases the disparity
between it and_the price of silver in China, but cannot directly affect our exchange
rate or commodity prices—In the recent months, however, the tax rate has been main-
tafbgl almost around a fixed point, and the situaffon is again somewhat different...

Since last July the Insestigation Department of the Kingchéng Banking Cor-
abon has calculated the disparity between the price of silver in Shanghai and that
in New » London and Bombay respectively, On the basis of the latter; the exchange
parities\between Shanghai and these three cities are first worked out day by day, and
the diffeMricds between these and the telegraphic transfer rateg-ofsthe same localitfes
‘are then pared.. As the exchange rates may be considered as representing the price

“of silver in Rhanghai in terms—ef the three foreign cfirrencies, the_y. are taken as 100,

‘and the differnces converted into’percentages on that basis;
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