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THANACRNRH RAGRTRN {1k o Before 1913 based on mae
terials sunplied b7 the exchangzes, s'ncy 133 based o, materials supplied by thy Nation] Tuet?
Comminion. Both kinds of figures refsr t> the cambinsd totals of the Shaazhai Stock aad Mer
chandies Exchange and the Shanzhai Goll Bir Exchangs until Soptembder 16, 193+ when the
goli bar section of the form:r was amalgnmated with the latter. : -

MAB N ERRARRZH N MEXFFEZNNRES A+ TAMM Based on data supplied by
ths Ch'neie Cnttoa Good: Bxchangas. Th? word shih tan unier the item of cotton is & Chinese
unit of weight equivalent to 50kg.

HREFERFRRR 2N Dassd on data supplied by the Shanghai Flour Exchange.

HOMEEERARG NN WS, XD W FAR FAWRRNME T Based on data suppHed by’
the Provision Ex:haings, the 1925-27 figures for wheat, soy hran and baan cakes being lackiag.

m+—mAMRREe Total of eleven months oaly,
MAM AR N - Total of elght months only,
WRAite Data unavailable. '

KT ppRme Second half year only.

ARRNLARARTIEAA > AL RNABE XA FREAND > WHREMELARNANAMA > SMEANN
MA+=4MBo During this year business on the S8hanghai {Foreign) Stork Exchange was done
for only ten moinths, that on the stock and cotton goods exchanges nine months and that on the
flour and provision exchanges eight months, while gold bar transactions continued throughout the
wro ] ‘ X . R

FOLAD IR RN SN ORI M2 2% % JW(:—;)w » KMARBRERNE - MASM

= {2, EERMNN ~toavEHRNE RYZHMN OB ARERZINLIERANARZAR
FEM R m

C NZHN, RMERARER AN SRR RS RPN A O R R EN2E AN NN

nmmmmmnmmnrmmmam AR LR BAG2ZRERHY Ttg\?rmula for the
general index and the general chain index of foreign exchange rates in Table S-IX is g u(%.:: w
0 - b ’

“while all rest of the indices sre but simnle. price relatives, With the axception of the

welghts for the two general indices of foreign exchange rates which are compiled from valuss of
trade bestween this country and Great Britain, U.S.A., Japan, France and Germany as publisked in

" Curtoms Reports, nll data relating to prices and rates used for the compiiation of the indices

are taken from the Shanghai Market Prices Report and Prices and Price Inderes in  Shkawnghai
published by the National Tariff Commission.

B EM. Revised figures.
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R ERNSMNERNRES T R RN MOUE B
TABLE SIX. INDICES OF SHANGHAL FOREIGN EXCHANGE RATES, SHANGHAL

GOLD BAR QUOTATIONS AND NEW YORK PRICE OF BAR SILVER (%0)

A U B SN B B, B - dod b Ll
% N * © Shanghal Foreign Exchange Rate Index 'lndex 0“( ‘;mg‘
- S - Shanghai | New York
Period N AN TR I W OW AW BICEER | Gl Ber | Dar Silver
Englﬂnd ‘U. S. A. Jﬂmn France meny Index !Chain !ﬂde!' Quotationsi Pr’lcﬂ‘__
| T 1] * 100.0 100,06 1000 1000 1000 100.0 100.0 100.0 100.0 -
* 1021 m. l ' m -3 90.7 73.3 UO.G 88\9 88.9 Nug m.?
1928 93.5 98.68 96.3 76.1 03.8 8.2 83.1 05.3 93.6
Aa 10%9 85.1 85,0 87.6 69.2 85.3 85.0 84,7 87.3. 8G.4
A 1080 80.7 80.8 57.8 40.8 60.8 58.8 58.4 8.1 614
=St 1931 4.0 4.0 4139 84,5 45.3 45.1 4.7 48.4 44.0
o 193% 3.2 4.8 5.8 36.4 45,1 55,2 54.8 44.8 45.0
= 1033 4l1.3 53.2 98.8 38.9 -48.0 KB, % 80.4 52.0 55.5
e 10U 04.8 ®a.s 110 38.8 4.7 07.6 69.0 43.8 77.8
W 1933 78.8 4.8 123.1 85.8 43.7 72,9 749 48.6 103.8
;: lm ' 58.5 80.7 0.8 3.3 35.7 9.7 8l.4 35.0 783
1 .
R Aug. 5.5 61.0 920.7 %0.7 36.3 5848 80.8 35.5 7.0
A Sept. &89 81.3 90.0 - 29.8 36.1 80.3 . 60.4 85.5 3.0
Oct, 5.5 8.3 108.0 40.9 536.8 03.8 61.3% 5.8 72.0
. Now, 8.0 80,3 100.8 413 35.4 64.0 8148 348 72.8
El 1087 5.5 .0 1008 409 = 35.4 62.8 G1.4 4.6 7%.8
—= N Jan, 0.5 400 1001 40,9 85.4 82,6 1.3 4.7 .0
- ﬂ Feh, 50.5 80.0 100.1 40.9 3583 &13% 61.% 84.8 72.0
k- Mer, D08 60.6 100.1 41.5 35.1 al1.0 81.3 .6 72.8
m N Ape. 0.5 909 100.1 434 35,4 50.9 81.4 348 73.8
x N y 0.8 8.0 100.1 42.6 85.4 80.5 al.4 85.0 .4
»x A Jwne [ 8 50.8 90.2 42,8 5.4 50.0 411 $5.0 2.0
M W July KRR EA.R "m.92 405 RE. 4 M3 81.7 85.0 9%.0

(8) f!?l‘llt {(—) MFERGOTRAZUHN NARRR (=) AR HAOEUREWATRTERZIHN Bond
index (1) is based upon data specially supplied by the S‘nghua Bank while bond index (2) atd

the stock index are based upon data specially supplied by Swan, Culbertson & Fritz,
(9 —~RAEBREABF N2RNe Average of January and May-December,
(10) Tek2re¥e Avernge of July-December.
(1) —BRMABE+_RE2T¥Ho Average of January and April-December.
(1) Akg-HE MR SFR-DAFEIRTENEMAAER SRR ALY EENENRA RN  Begin-

. ning with February of this ye1r the construction of this index has heen slightly changed ns a result
of the Issusnce by the Government of the Consolidated Loan Bonds for replacing all other kinds
of domestic bonds,

(13) SWRESRERNY LW NE N TREHN-RARREE %Y ¥ LNH2 TRE > ORISR LW
it RFR e The Index numbers of p rices nnd cost of living are based upon Prices and Price
Faderes in Shanghai while the wage rate index are partly based upon Wane Kafes in Skanghai
gg T.th Tshe and partly supplied by the Bureau of Social Affairs of the City Government of

anghnl, ;

(14) METEREMXe~FEwENMs Compilation of these indices has been temporarily suspended
‘nince January, 1937 pending further revision,

(18) -~ MR WNM, R ELE TR R >HH « Average sales price based upon data sup;lied by the
Chinese Cotten Goods Exchange,

(18) MA VIR AW HUNEGZ R FHMR2ZHMN o Average market price of this month's delivery, basad

" apon dats suppli:d by the Shanghai Flour Exchange. :

(17) BA+HERAZ BHHW SO AR TR SN o YRR MM o Average price of the
15th of every month, based upon data supplied by the Nat'onal Tariff Commission, the deserip-
tion of steam filature silk, Shanghai being Ist. & 2nd choice, 1G/22 deniers, Grand Double Extra.

(18) WMATEAWE R 2> Ao RMTAXCIAUDARIN > L hip BN EMNRARERRITHB2 MM
Volume of tranaactions on the Shanghai China Merchants Stock Exchange, before 1930 based on
the Commercial Monthly, sines 1337 based on data supplied by the Shanghai China Mrechants
Stock Exchange,

(19" BIRBNANHR WAV ERREM o R Atned i, <+ 2heBYn—-RE N WL

SR BHHBRF LR A K ATSTRFHUMZRN YK e  Volume of transactions on the Shanghai Stack
and Merchandise Exchange, bazed on. the Statistical Manthly with 1925 28 figures lacking, The

figure for 1933 extends only to the end of May of that yeir after which the bond section ol the
Shanghat Stock and Merchandise Exchange was amalgamated with the Shanghai China Mer
chants Stock Exchange. : e

(20) MRFWRITHRTFER >R~ Rased on datn partly supplied throu th Courtesy of Swan,
Culbertson & Fritz and paruy taken from the Won My Investment eview,
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WL, oW oE R BH B WM
“TABLE S-VII. FRICES OF STANDARD COMMODITIES IN SHANGHAL
pRe:AM Unit, atendard dollar

Fra— ENEAM! HaEn
e & ol R " 8 Rice, Long, | Steam Filatu
_ : ' . re
“Period Cotton Qnm Cot_ton Wheat Flour Changshu Silk, Shenghai
_ (1B) {15) _ (16) (17) (17)
Mo per bale  BOEPST  g@perbeg PO RCT mm per picul
BRI Ee 1928 195,98 38.58 8.245 14.43 1,704,584
2 1027 193,12 87.59 3.212 18.78 1,810.08
i 1028 . 290,59 41.48 8.048 10.28 1,808.26
Adg 1950 - 2%7.)8 88.80 8,148 12.50 1,786.45
e L0 1980 218.98 89.25 3.380 15.91 1,715.78
=t 1031 228,29 4]1.30 2,838 13.18 1,612.18
& 1038 . 207.81 87.18 2,663 11.40 1,098,817
—ag - 1938 190.97 85.86 $.362 8.40 . 981,72
=t 1934 180,68 $5.78 £.243 10.4% 623.38
.yl 1946 180.72 35.58 9.585 18.27 637.50
. 1038 200.78 1243 8.847 10.48 807.50
BN T 1938 - -
4 B Ioly 211.%¢ 44.3¢ 3.087 10.80 770.00
A A Aug, 201.94 36,88 3.168 10.80 770.00
y, I | Sept. 201.02 89.51 8.187 10,50 720.00
A Ot 213.88 41.28 3.534 .90 740,00
- | Nov. £25,17 41.24 3.744 9.80 830,00
=A Dec,. 245.38 43.7% 4.1582 10.30 840,00
X 187 .
- B Jan. 247.71 43,05 4.028 11.80 930 00
= B Feb. 214,98 43,84 4.067 12.00 0500°00
= A Mar, 240,01 44.87 8.956 11.00 £80°00
n A Apr. 249,73 48.67 8,937 10.60 87000
i A May 262,97 48.02 8.044 11.00 830.00
X B June 270.40 48.47 8.653 11.30 - 100.00
A 8 July 953.77 42,26 - 8,772 11.70 960.00 -

(b)

¢ Commercial Montlly Bulletin refer to those contained in the latest {ssue of that periodical. According

to the Iatter, the note issue figures for Central Bsvk of China, Bank of Chine and Bank of Communicas
tions from December, 1935 to date are inspection figures reported by the Currency Reserve Boerd

while those before December, 1935 ss well s those for Fermers’' Bank of China are reported by
the respective banks themsclves,

HRA RS B AET P RT AR TN o XMz MY BN 2 W4T The index of producticn
i® ¢compied by the Eccremic Reseaich Leparimentof the Certral Bsnk c§ Chine. -Al of the
figures in Teble C-1I ate teken from /¢ Ceriral Bank Monthly,

() BREMZ=T—EA RN RATRES R HNETS > =4 =S PHERE AT+ 4 02T

T
(2)
(3)
{4)
(8)

(8)

(N

st e ARZEHSBUF=FE TR AHM YT o The snnual production indices in 1932 are
the averegcs of renthly indices of 1te gecond helf year, while those of beer in 1933 and of alcohol

in 1935 are aversges of the monthly indices of June-Cecemter and March-December respectively,

M2 WAL RS SRE SR o Value figures in Table S-I are based upon Curtoms Reports,

M- AEuTHTERZEIPEREARRAZNLEMAMER Monthly indices in Table S-1 are
obtained by dividing the valte of foreign trade of each month by the average monthly velue of
. foreign trede of 1926,

TREE P AR R 1 RPEATE i DR B RARITORZ AN o XTI e
B o The tonnege figures of vessels for and {rom Chinese ports end abroad, 1926-31. are supplie
through courtesy of the Statistical LCepartment of the Inspectorete Gereral of Customas, el) other
figures being taken from Crstoms Leports. : _ .

RmAoe e BTN TEL o AT M THERERRNEMAM LSRN 9 AR
¥ .o Official interest rate per one thousand dollars per dey of the Native Bankers' Association.
All ennual firures are taken from Prices ard Price lrdcres tn Shenphei, while all monthly
figures are taken from fle MNatite Fenkers' Xdionthly,

R REETMTRAAZH I N E IR HERG KRB AZH B Official interest
ggﬁgﬁ% 1hongand dollars per dsy of the Jcint Reserve Board of the Shanghni Fankers'
Aassgociation, on loans to member barks, tesed upon the former’s reports and unpublished dnta,

BUSSR s > AR TV T AN AR » SR LB s U TR AR THA RS AN
o FH TN MW > S BTN AY e BRYTZ AR o Cfficial discount rate per ore thousand
dollars per day of the Juint Reserve Board of the Shenglai Bankelrs ASSOC!B!IOB, for husiness
firms, based upon the former's jeports end vnpublisked date, Piior topApr:l,_ 1936 this rate
applied only to Joint Keserve Notes of member banks T

BEFE 2B ARG EE T e Data since April, 1937 in Table S-IV are pravisional only.
—_ 29 -

]
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TABLE S-V. lNDlCES OF DOMESTIC BONDS AND STOCKS (9

o 5 8 R
- Bona Indicea - R
Wo» (=) PR A a0
o pt R
Period AR—5r=i0 =100 Stock Index
' | M thl:(llannn o ' (3) ' Jnl;b?;.ﬁ %
o8 ' atlon : s LIS
s - Oty 931 =100 ) |
I'. 1938 09.02 - _ [ —
1930 63,03 - . —
...‘f“ll 1881, 63.29 85.82(10) 99.76(10)
: 1032 40.05(9) 60.86(11) 80.88(11)
'ﬂ'-- 10584 96.8%8 . 97.94 . 85.29
e 1935 - 9348 D8.25 §7.11
n fig 1930( ). - 108.69 20.50 57.86
Wik 1n36(12 . :
4 B uly 108.08 5£9.04 57.47
A Aug. 108,73 £9,%4 57.61
A ﬁ Sept. 105.59 ¢ 89.31 57.61
A Oct. 102.84 87.78 57.88
A Now. 106.80 00,69 p8.03
=i Dec. 105.72 £1.28 - 57.30
#+x 1037 :
— B Jan. 109.68 th N T 48.%0
‘= A Feb, 114.20 04,91 - 48,73
= A Mar. 117.48 07.28 48.50
W H  Apr. 124,49 109.12 48.80
H A May 126.28 108,02 47.10
2= B June 13741 110.35 48.87
+ B July 132,48 108,9] 46.2%

LirRWBN LHBOURAEABRATEHRHEBRY
TABLE S-VI. INDEX NUMBERS OF PRICES, COST OF LIVING, AND
WAGE RATES IN SHANGHAI (13)

“ _ﬁ C =
R N mll-i-mpum 10268 100 Cost of ‘I;iving W:Ego R?w .
[ ] » Mmoo W A R He=100 | RE+ASP=100°
Period 1 Wholessle | Export Lmpor 1926w 100 1930 = 100
. (14) {14 '
(] B 1 24 1000 - 100,0 1000 100.0 —
PR 1927 1044 106.1 107.8 ~108.7" -
B 1928 1017 104.6 102.8 102.5 -
" ASs 1929 104.5 105.2 107.7 107.9 _
T 1930 114.8 108.8 w7 121.8 100.00
e 1 1931 126,7 107.6 10,2 125.9 18.01
H—2p 1932 112.4 90.4 140.2 1191 p8.01
Ho= 1933 103.8 54,0 132.3 107.2 88,31
= 1434 7.1 - M. 132.1 - 108.2 94,93
gl ko) 1136 096.4 77.6 128.4 108.8 —_
1t L 19488 108,56 08.1 1417 113.3 —
B i foas 130
4 H July 107.2 100.7 141.8 112.2 _
A H Aug. 107.4 97.8 140.0 115.6 -
A A Sept, 107.0 95,9 140,1 118.5 —_
+ i Oct, 109.7 _g6.1 142.3 114.0 —
+—H Nov, 113.0 g7.1 142.9 114y —
+=H Dec, I 18.8 102.9 147.6 117.5 -
s dp 1447
- N Jan. 111.8 — - 120.1 —_
= J Feb. 199.9 _— — 120.1 —
= § Mar. 122.0 — — 118.8 —
L Apr. 1229 — - 117.4 -
o H Tay 125.1 - — 118.7 —_
KON June 126.1 _ — 119.0 -
H 1ty 126.8 — — 120.0 —




K R=. ﬁﬁﬁ%ﬁﬁ%&%%#
TaBe i B R o B K aacaa
rEG:—% Unit, one cent
» N I ” ]l aRAmRA _ AE TSN 9
: . Disount Rate for
Aerlod Native Rna)ot oterest!  Call {m(m Peate Acoe tance Bilk
RE+Ep 109 18 - -
1937 8 - —_
1938 14 - -
Ad 1099 4 -— —
- R 1030 7 - -
=+ 1931 18 - -
=M 1933 5 - —
=R 1084 9 10.50 18.50
W 1935 14 14.31 10,40
Rép 1036 8 10.00 12.08
RM{H7ie 1038 _
X ﬂ July 5.23 10,00 1300
Aug 8.30 30,00 13,00
A A Sept. a.41 10,00 12,00
+ A Oect 8.8 10.00 13.00
rﬂ_ Nov. 8.17 10,7 11.98
=H Dec. 8.8 10.00 10,08
45 1087 .
— 4 Jan, 8.36 10,00 11.00
= B Fedb. 7.87 10.00 11.00
2 A Mar 8.53 10.00 11.00
-1 A Apr. 11.093 11,48 i2.84
-1 ﬁ May 13.19 12.65 13.85
= June 10.14 11.04 12.04
+ B July 0.87 11,00 18.00
DWW LA T TS Ak S R E PO R A
TABLE S-IV. BUSINESS FAILURES AND SUSPENSIONS IN SHANGHAI (O
A LIEIT I
w om x| MR BN Com !Rgl‘éﬂmm s | am | oam
: . . municae-! “on-
Period Factories Bg_aineu Fé'},m‘::l tions 1 struction | Others . Unknown | Total
rms ga Service | Companies j .
gations [
R =& 1934 83 254 44 7 8 62 b4 510
. P4 1035 218 489 104 27 18 108 138 1085
A 1036 184 847 49 18 -8 148 B85 784
RER-Fe 1098
4 A July ¥ 87 - 2 —_ 14 7. 3
A B Aug. 8 23 9 1 1 13 4 59 .
H B Sept 8 37 1 1 — 12 1 80
H Oct. 18 28 8 1 2 9 8 64
A Nov 5 20 8 1 — 11 5 45
=8 Dec. 15 50 4 1 - 11 9 70
ke 1037
— R Jen. 13 26 19 3 1 14 10 85
= H Feb, 12 86 86 2 1 4 ] 90
2 H Mar. 8 e5 5 - -— 9 4 51
M H Apr. 2 28 8 e 1 7 B 43
#i. § May 8 24 6 1 — ] 2 vy
R H June 7 22 -_ — - 4 3 38
4+ f July 4 12 5 .- | 2 5 29
() BB HERF ¢ (1) SRRy BB IR AR MY B o (2) wmmaﬁa-mﬁg =
: AR ERTERITRE SR MFID R —t—a U AR AR SR () FUBL RITERANL
ERETEAFE K > HHRE R BTN 2 H N E R o b B AR e MERR: AR E M YRniY o BIK

B =F ot AR ZBL RARTLARLIPATNe RV ARLEaRTTRE2IEYC
The sources of the data in Teble C-1 ire g8 follows: (1)} Thke note issue figures for Central
Bank of Ching end Farmers' Bank of China ere from the Financial 4 Commercal Mcnthly Bullcting
{2) The note issue figures for Park of China and Bank of Cemmunications from 1926 to 1931 are
from An Aeclysis of 2le Aconnis of tle I'rincipal Clinese Fenls, 1001-81 and thote fiom 1932
dewnward frem the F noncial & Cemnercial Mentdly Bolleting (3) The currulstive figures for
the value of tubsidia;y co'ns delivered {rcm tle Central Mint nre comrpiled by ourselves but are
based vpcn Cata in ihe Ftenciol ¢ Commeacal Ment!ly bailetm, All fgures teken from the Finarcial
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TABLE S-1. NET VALUE AND INDICES OF FOREIGN TRADE OF SHANGHAI (1), (0

MEl+E=300 1936=100
\. % Frports W A Iwports % It Total
» N |
Period ] & & Vahe Ea& o« & thm‘ nd: M w Value ﬂdg
X 1028 583,940,100 1000 8 601,595,538 100.0  §1,187,435,643 100.0
ol X 1097 514,998,431 8l.3 458,220,075 7.9 973,148,406 83.3
+ 4 1998 584,333,900 100.1 578,543,831 $3.8  1,143,382,82] 97,9
A 1929 587,175,708 100.8 819,350,131 107.8  1,216,53¢,847 104,9
Ad 1930 487,138,192 88.4 718,820,870 124 1,319,757,082 104.5
=+ & 53 438,308,293 7.7 904,382,357 1659  1,438,510,850 132.4
¥+ — 4 1033 246,404,838 ~43.3. 781,183,794 1374  1,037,528,481 88.0
#* =& 1033 315,485,018 * 559 798,394,018 120.7  1,043,918,083 - 89.4
3, 1 271,915,103 . 432 599,410, 181 93.8 . 863,335,268 T4
+ e 1vs 288,731,187 51.2 KO3, 194,359 81,7 783,915,008 88.0
®E w138 361,400,821 81 583,004,902 9.8 014,936,521 78.4
AW ASE 0 : :
£ B July 29,557,400 ¢ 19 40,473,708 89.% 70,031,435% 72.0¢
A B Aug 8,458,091 6.8 43,597,374 92.9 75,014,988 774
b Sept. 82,937,545 70.1 44,233,851 84.0 81,218,308 83.5
a Oct. 81,340,463 m.e 43,481,317 818 75,983,940 76.0
—~#§  Nov. 80,305,557 65.8 ' 46,813,131 43,1 71,887,388 79.8
=B Dec. 34,435,503 AR 51,843,761 103.1 86,601,339 88.9
X 1987 \
*—,-a Jan, 39,415,419 - 839 43,577,261 84.6 83,012,035 85.%
= K Feb. 61,279,834 108.1 51,871,739 105.1 104,151,387 1070
=2 -Mae. 34,480,438 78.% 03,197,542 135.8 103,681,123 105.%
N Apr. 83,849,162 82,7 89,028,020 189.0 108,778,038 1118
i May 41,131,879 - 815 63,96),941 137.1 105,092,820 108.0
% H - June 43,842,710 931.3 04,418,157 188.0 108,258,337 1.8
X B July K2,A%) A54 112.4 77,615,119 154.4 180,535,833 181.2
. — : N (8
R . L HAEMERD WK
TABLE S-H. TONNAGE OF VESSELS ENTERED AND CLEARED
AT THE PORT OF SHANGHAL %)
®t X A »
od PO For & From | For & From Grand To. .
Peri : S L ran ta
‘ Entered Cleared Total Chjnese Porta | lnlanr_l Plneu_ .
RW+ 3 e 1028 0,508 509 B,974,002 18,540,601 14,782,828 2,652,908 85,076,887 -
Xig 19%7 - §,718035 8,127,120 1R,946,084 18,905,580 2,811,670 52,463,923
Mg 1998 9,000,504 8,032,007 17,041,601 17,544,806 8,051,365 87,837,771
A 1920 n,822,086 9,122,650 18,045,641 16,923,919 8,449,834 80,310,804
dg 1930 10,979,117 t,408,073 18,n87,190 17,478,451 8,858,188 40,968,804
# 4 1031 10,351,809 9,586,054 19,087,023 18,034,970 8,9e5.,810 41,088,708
-2p 1032 8,681,471 8,931,873 17,612,844 18,404 028 - —_—
#1938 $,178,232 8,708,m08 17,881,928 17,840,418 4,108,508 89,895,941
=4 1984 8,560,819 8,284,862 18,854,481 18,6844, 193 4,381,162 8,870,886
#ma 1035 8,631,842 8,304,045 16,838,787 17,180,018 5,638,010 9,664,919
60 1938 8,480,028 7,848,277 16,207,205 15,808,064 5,840,949 87,651,208
B i 1038 _ .
4 B July 059,238 650,683 1,300,910 1,815,780 550,448 8,176,158
A B Aug. 065,478 602,827 1,208,308 1,070,151 468,317 8,010,743
h B Sep. 81,398 £66,818 1,548,200 1,518,208 458,387 8,117,812
+ 8 Oct, 742, K99 891,070 1,423,802 1,935 357 5nR,M18 8,327,887
+—H Nov. €a2,578 582,540 1,245,123 1,715,282 563,814 8,084,100
+ B Dec., 629,009 628 51t 1,252,590 1,184,030 631,818 8,449,868
1+ X4 1a?
~ f| Jan. 586,510 520,350 1,115,680 1,385,840 559,025 8,040,725
= H Feb. 10,103 557,000 1,186,129 1,200,774 448,873 2,785,708
= H Mar, 7R3, 524 640,107 1,443,801 1,388,080 542 1n% 3,874,814
] aApr. 708,741 730,783 1,497,524 1,347,533 627,010 8,972,087
i May 731,668 . 685,146 1,416,833 1,423,815 815,409 8,378,140
* H June 752,192 708,287 1,481,229 1,857,717 530,259 3,948,215
4 R July 607,147 14],981 1,380,128 1,412,871 Bii4, 408 3,398, 204
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TABLE C1 LEGAL TENDER NOTES AND NEW SUBSIDIARY COINS

IN CIRCULATION IN CHINA (=)
W® : MY —F5R Unit, one thousand standard dollars

TRes et T Notes Value of New| M Tt
" » » | w m n a " A - | Subsidiary
Period | Bupeof | Bank ot | Betk oL | Bament | el | o Defirert T
n omwmuni- n odf : Total
China China ) " ations | Chine tral Mint
MU X 1980 - 137,481 57,198 — 104,557 ~ 194,567
KM 1027 — 189,001 65,007 - 20008 - $94.008
M 1928 11,807 172,84 68,098 - 262,087 - $52,027
A& 199 15,580 197,70 69,981 - 252,379 - 22,399
A 1930 29 080 203,847 82,004 - 300,410 - 800,410
=4 1081 24178 191,749 81,008 - 07420 @ — 207,020
—a 1032 89,145 179,648 82,475 - 301,218 - 201,218
=i 103% 70,272 183,727 83111 1,008 839,118 — . 536,118
A 1084 . 85,8% 201,220 108235 5,063 396,517 - 05,611
1035 176,065 286,245 180,876 90,847 872,983 — 72,988
A 1038 995,502 450,310 205,048 182014 1,341,963 18,687 1,260,949
l.lrﬁil 19368

& A July 300872 366N 210410 87,208 904,150 2,547 975,108
A B Aut.  MB955  367,4% 208476 98,277 . WiB184 14,292 990,426
X RS mimass . sdes  aTA0 108808 11608 15772 1,038,588
A Oct. 805, 534 411,074 24,8 131,910 1,008,4%% 14,843 - 1,110,082
~§ Nov, 812,041 430,506 272846 142,122 1,167,808 1837 1,188,179
=8 Dec. 336,502 49,310 - 206,048 162,014  1,241.962 - 18,887 1,260,849
R, 1937 _ . '
— B Jen. 341,738 493,558 80,4 163614 1,308,997 08 1,795,588
= J Feb, 867,444 604,104 361,658 191,705  1,364.911 90,258 1,375,184
= J Mar. BOLR3S BO1,404  B0RETT 200,063  1,373.869 23,878 1,396,747
M B Apr. Ber.6t4 B13851  BILSIT  19%M0l 1,384,978 24,550 1,400,K38
A A May 373313 BI11,580 313,006 210,739 1,400,577 35,358 1,431,088
X A June 375,840 509,863  SI3B48 207,061 1,407,202 26,100 1,433,302

& R July 388758 BI17.728 335,009 PR 1,444.916 " ~

2 B - B % ER OO
TABLE C-Y1 AN INDEX OF PRODUCTION IN CHINA (b), ()
BE=+= lr-i:.-f-_n!ﬁsﬁ?!:-wo Monthly Average of 1938—193%m 10 }

» n %m?ﬁn'l! gotto‘: " 2 & % x R R N . n x N
Puriod Index Yarn |Cigarettes| Flonr | Matches | Cement Beer Alcohol
WM Weight 782 9o 204 131 38 16 4 2

RWE—M 1932 X 108.0 114.8 06.0 101.0 08.8 — -

g 1033 97,2 03.4 108.9 87.7 100.4 100.4 87.0 —

= 1934 06,7 106.9 3.9 08.9 104.3 103.0 108, 4 S

Mip 1935 102.1 100.7 90.2 113.5 £R.3 08.7 101,1 104.0
fHap 1938 1058  100.4 199.7 07.3 106.3 125.8 115.9 100.2

Rt i 1028

— N Jan, 0.8 9.5 108.3 83.8 78.8 84.3 40,1 120

= A Feb, 807 a95.2 101.5 68.5 70.4 124.7 5R.0 - 27.7

= }§ Mar, a7 95.5 100,1 (8.0 1141 106.7 82,3 0.7

M H Apr. 1008 1011 08.2 04.0 140.6 8.1 1244 104.9

fi.i A May 2.8 08,1 806 74.4 131.8 9.6 161.5 156.3

A A June .05.7 110.8 102,1 82.4 190.5 138.8 213.9 210.3

4 H July on.4 83.0 96.6 195.3 84.1 - 9.5 197.9 172.0

A A Aug. OR.T 81.1 1.8 148.3 00.3 1456.9 1542 149

N H Sept, o4 91,2 1t1,B 121.6 107.1 149.1 113.2 26.3

+ H Oct, 1923 114.4 138.7 115.5 114.5 164.0 RR.7 155.%
+—f Nov. 1210 111.8 135.8 1t4.0 10%.4 144.1 ™y 182.3
+=H8 Dec, 1768 128.4 147.8 098.9 101.5 160.1 83.0 144.3

B i 1037

— R Jan. 1218 125.9. 150,2 77.4 88,9 131.0 581 1485

— A Febh. 80.8 101.1 vo.8 66.8 83.1 130.4 4.3 142.5
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universities and other legal organizations to take
up matters pertaining to subseription.

2. In any locality organizations mentioned
in Art. 1 zhall organize a liberty loan campaign
commiftee to take up matters pertaining to publi-
¢ity and subscription. The Regulations governing
the organization of such committee and its detail
ed regulations thereof shall be drafted zeparately,

3. Cash or valiable articles donated for
the war chest in exchange for liberty bonds
shall be limited to the following:

a. National or foreignm currency.

b. Gold, silver and manufactures thereof,

¢. Stocks and bonds (domestic as well
as foreign) _ :

- d. Pass book of bank deposit

e. Convertible immovable property

f. Arictles changeable into cash or for
direet use, '

4. The rate of foreign currency of "a” in
Article 8 is calculated according to the daily
quotations of the Central Bank of China. Gold,
gilver and manufactures thereof of “b™ in Article
3 shall be calenlated according to the content
of fineness, Stocks and bonds stipulated in “¢”
of the Article 3 are calculated according to eur-
rent quotations or estimated value, Domestic
and foreign bond issued or guaranteed by the
National Government are calculated according
to their face value. Pasas-book of bank deposit
as stipulated in “d" of Article B is caleulated

according to the amount of deposit and interest

metualiy in the hank. Immovable property as
atipulated in “e¢”" of Articles 3 and in “f" of
the same article are calenlated according to the
value sold or estimated. Matters pertaining to
conversion of articles in%o cash or estimation of
walues shali be handled by the local liberty bond
campaign committee,

5. Upon receipt of nationa! currtney or any
other article convertible into cash as stipulated
In Article 3 the respective authorized competent
office shall make out s formal receipt, whereas
for_articles to be sold for cash or estimated a
temporal receipt will be given instead. This
temporal receipt will be replaced by a formal
one when _articles are actually sold for cash or
estimated..

6. The Ministry of Finance shall take up
the task of printing the formal receipts and
entrust them to local liberty bond campaign
committea After affixing signature of respen-
sible persons of the committee, the receipts will
be distributed for use among various local of-
fices. The responsible person of the local office
ghell also affix his signature to the receipt upon
ita issuance,

7. The receipt of various articles as stipulat.
ed in “a” to *‘d” inclusive of Article 3 and deeds
in “e” of the same article shall be reported day
by day to local liberty campaign committee and
all articles and deeds shall be submitted ta the
loeal Central Bank of China, Bank of China,

Bank of Communications, Farmers’ Bank of .

China, Postal Remittance and Savings Bank,
Postal Office, and other designated bank for

custody. In localities where there offices art.

not existing but government offices are found,
articles received shall be submitted to govern-
ment" offices for custody. In localities where
organizations and government offices mre not
found Articles received shall be rubmitted every
three days to nearby Central Bank of China,
Bank of China, Bank of Communications, Far-
mers’ Bank of China, Postal Remittance and
Savings Bank, Postal office and other designated
banks or government offices for custody. Upoh
receipt of Articles from various subzeription
offices, the local governmient offices shall submit
them day by day to the near-by Central! Bank
of China, Bank of China, Bank of Communies-
tion, Farmers' Bank of China, Postal Remittance
and Saving Bank, Postal Office, and othér de-
signated banks for custody. Received mrticles
stipulated in *“f"” of Articles 3 shall be submitted
day by day to the local liberty bond Campsaign
Committee for Custody.

8. Regulations governing the conversion dr
estimation of immovable property and articles
and application for use thereof shall be drafted
separately, .

9, Liberty Bond Campaign Commitbee {n
different localities, Central Bank of China, Bank
of China, Bank of Communications and Farmers’

" Bank of China, Poxtal Remittance and Savings

Bank, Postal offices and designated banks and
government offices and organizations for custody
of articles shall be required to make out .a
weekly report of articles received for submission
to the Ministry of Finance, _

10. The Central Bank of China, Bank of
Chinas, Bank of Communications, Farmers’ Bank
of China, Postal- Remittance and Ravings Bank,
Postal offices, and other designated banks shsll
make a special account for liberty bond depositors
upon receipt. of cash, and the respective head
office shall be—required to make a detailed list
every week for submission to the Ministry of
Finance. The funds will be allocated according
to the order of Finance Ministry. :

11. Holders of formal receipts of Article 8
shall be cligible to change with their reccipts
for the same amount of liberty bonds from near
by Central Bank of China, Bank of China, Bank
of Communications, Farmers' Bank of Chins
Posta! Remittance and Savings Bank, Posta{
office and other designated Banks., The date of
commencing exchange shall be fixed by the
Ministry of Finance, : .

12, Cash or articles received from in-
dividual or organizations who are willing to
donate to the war chest but refuse to talke liberty
bonds, shall be also handled by the liberty bond
campaign committee, On the receipt of articles
remarks shall be made to indicate donations and
not for liberty bonds, _ '

13. Individuals or organizations making
donations to the war chest shall be sgpecially
decorated by the - National Government upon
roenmmendation by the Ministry of Finance,
Regulations governing encouragement of dona.
tiong shall be drafted separately.

14. Theee regulations shall be promulgated
by the Ministry of Finance after the approval of
the Exceutive Yuan,

——23-'-'



VI. The sum of the loan granted shall not
exceed 85 per cent of the local market price of
the security. In case local market price is not
available, an assessment shall be made by the
local Loan & Credit Committee, If the price ot
the commodity against which the loan is securcd
falls, after the mortgage is made, the Committes
shall reserve the right to ask the mortgager to
pay the difference

VII,
exceed that of the original mortgage.

VIII. The rate of interest on the loan shail

be fixed by the local committee in accordance
with local conditions,

IX. The Joint Loan & Credit Committee
shall be responsible for examining the usage of
the loan granted,

. X, Rules governing the procedure of
arranging loans snd examining, keeping, and
disposal of the security shall be drafted by iocal
Joint Loan & Credit Committee for the sanctioa
of the Joint Head Office of the Central Bank of
China, Bank of China, Bank of Communications,
and Farmers Bark of China,

XI. Were any thing not provided in these
regulations, it shall be dealt with according to
the provision of regulations governing granting
of loans and credit by banka, :

REGULATIONS GOVERNING THE FLOTA-
TION OF LIBERTY BOND

Due to the fact that the opening of hostilities
in China has seriously affected the revenue of
national treasury and in order to cope with the
situation the National Government floated a
liberty loan to the amount of $500,000.000. The
distribution of the bond among the population of
China is estimated only at a little over a dollar
per capita. It is expected that the people of
China will buy bonds as much as they can in
order to stand together firmly in facing the
national crisis, The following iz a free transla-

tion of regulationz governing the flotation of
the Liberty Bond: :

Draft Regulations Promulgated on Ang, I8.

Artical 1. In view of the national crisis now
existing the National Government
will float a loan to be known as Liberty
Bond,

Artical 2. Liberty bonds will be given accord-
ing to the value of contributions to
individuals and public —organzation
who donate either money or valuable
articles to the war chest,

The Liberty loan is to be fixed at
$500.000.000 and is to be issued in
full value,

Commencing from the third year
after the conclusion of the hostilitiey,
the loan is redeemable in 20 years.
The sinking fund is to be earmarked
by the national treasury and draw-
ings for the repavment of the loans
is scheduled to take place once every
¢ months.

Artieal 3.

Artical 4,

The sum of re-mortgage shall not

 Artical 2.

Artical 8.

22

Artical_ 4,

Artical 5. The Bond is to be issued in'the
denominations of $10,000, 31,000,
$100, $50, $10, $5, and $1..

The Ministray of Finance zhall
designate competent offices to handle
matters pertaining to subseription and
make known to the public of such
offices,

Any one making forgery of bond and
damaging thereof shall be duly
punished by the competent author-
ities, )

This set of regulation will be put
into effect on the day of promulgation
by the National Government.

Revised Regulations Promulgated on Ang, 26.

Artical 1. In order to meet war time expenses
the National Government shali float
a loan to be officially known as
“Liberty Bonds.” '
Liberty Bonds will be given aceord-
ing to full value of contributions to
those individuals or organizations
who donate either cash or valuable
articles to the war chest,

The loan is to be.fixed at $500,000,000
end shall be issued at par on Sept.
1, 1937,

The loan is to bear an interest of
4 per cent per annum, Commencing
from 1938 the payment of the in-
terest will take place at the end of
August every year, -
Commencing from 1941 the loan is
redeemable in 30 years, The drawing
for the repayment of principal will
take place every five yecars.

The sinking fund for the repayment
of principal and interest will be
earmarked from the nationa) treasury
by the Ministry of Finance. -
The Bond is to be issued in denomina-
tions of $10,000, $1,000, $100, $50,
$10, $6.

The Ministry of Finance shall de-
signate competent offices to handle
matters pertaining To subscription and
shall make known te the public of
guch offices, : .

Any one making forgery of bond and
damaging thereof shall be duly
punished by competent authorities.
These regulations will become effec-
tive on the day of promulgation, by
the National Government. :

Artical 8,

Artical 7.

Artical 8,

Artical 3.

Artical b.

Artical 7.

Artical 8,

Artical 9.

Artical 10,

Regulations Governing the Subscription of
Liberty Bond

1. The Ministry of Finance shall designate
various Kuomintang quarters, government offices,
postal offices, postal remittence and savings
banks, telegraphic coffices, organizations under
government- control, Native Banks’ Association,
Chamber of (nmmerce, trade guilds, banks and
native banks, newspsper agetcies, schools and

L



business activities and Increase productlvity
orders were later given to the Joint Head
Office of the Four Banks asking them to
orgsnize Joint Loan & Credit Committee in
Hankow, Nanking, Changsha, Nanchang, Chung-
king, Tsinan, Chengchow, Canton, Hangchow,
Wusih and Wuhu. Measures, contzining eleven
articles, regarding the function of the committee,
after having been amended and passed by
Ministry of Finance, were put into enforcement
by the Committee accordingly. In the following
are given communications in connection with the
enforcement of these measures:—

Ciroular Telegram by Minisiry of Finance
Regarding Effecting Cireulation of
Capital in Inland Districts,

I. Various Provincial & Municipal Govern-
ments, Chambers of Commerce, Bankers’ Associa-
tiohs, and Native Banks’ Associations:—

Emergency measures regarding stabilization
of currency during the national crisis having
keen promuigated and enforced, capitals in inlanu
districts shail nevertheless be kept on circulating,
But as banka and native banks in the interio¢
are not so well organiszed, nor ia their method

of handling business always in accordance willk

provisions of law, measures regarding clearing
among banks and native banks in Shanghai can
by no means be applied to inland banks and native
banks. To meet different circumstances in dif-
ferent places and help the circulation of capital
in order to stabilize financial conditions, instrue-
tions have been given by this Ministry to the
Central Bank of China, Bank of China, Bank Of
Communications, and Farmers Bank of China to
establish joint offices at important municipalities
and towns at once. These offices shall investi-
gate local conditions and draft measures fur
keeping monetary resources in the interior in
circulation. These measures shall be@nforced

as soon as they have been approved by the.

Ministry.

II. Chekiang, Kiangsu, & Anhui Provincial
Governments, Hangchow Municipality, and
Hangchow, Wusih & Wuhu Chambers of Com-
merce, Bankers’ Associations—and Native Banks'
_Associations ;—

With reference to our telegram informing
you that in order to keep capitals of agricultural,
industrial, commercial and mining enterprises in
the interior in circulation, we wish to advise you
that orders were given to he Central Bank of
China, Bank of China, Bank of Communications,
and Farmers Bank of China that they should
establish joint offices at important places where
they have branches or subbranches. To meet
the abnormal situations these joint offices shall
formulate plans in accordance with local condi-
tions for the approval and cnforcement by the
Ministry. In order to maintain business activi-
ties and increase productivity instructions were
fater given to the four above-mentioned banks
to the effect that they should establish Joint
Credit and Loan Commitee in important munici-

alities and towns, first in Hankow, Chungking,
anking, Nanchang, Canton, Tsinan, Chengchow,

Changsha, Hangchow, Wusih, and Wuhu, Chalr-
man of.the_ Committee at the above-mentioned
eleven districts has been appointed and measures

for arranging loans and credit amended and pur
into practice by this Ministry,

Regulations Governing Grant of Loan and Credit
by thc’Centra! Bank of China, Bank of
China, Bank of Communications
& Farmers Bank of China.

I. In compliance with the instructions of
. : Qs
Ministry of Finance to the effect that in order

~ %o keep the capitals of banks and native banks,

agricultural, mining, industrial, and commercial
enterprises in inland districts in regular circula-
tion, .fomt. Loan & Credit Committee shall be
established at places where branches or sub-
dranches have existed, the Central Bank uf
China, Bank of China, Bank of Communications
and Farmers Bank of China shall grant loans
and credit to local merchants, factories, and
farmers in accordance with the provisiohs of
these Regulations, :

. II. Each Joint Loan & Credit Committee
shall have one chairmain and several members,
to be appointed jointly by the Central Bank of
China, Bank of China, Bank of Commaunications,
and Farmers Bank of China.

IIl. Business of the Committee shall pe
limited to:— '

(1) Mortgages made with business firma or
concerns against goods enumerated in
Art. IV,

(2) Re-mortgages made with banks or
native banks against mortgaged goods
as enumerated in Art, IV,

{(3) Discouunt;

(a) attached with receipts of agricul-
tural, indusrial, and commerciat
enterprises for “mortgaged goods a4
enumerated in Art. IV.

(b) Mature bonds issued by the Nation.
al Government and interest coupons
thereof,

(4) Loans to railway, communication,
agricultural, or industrial administra-
tion by the order of Ministry of Finance,

IV. Securities against the loan granted

shall be either one of the four categories as fol-
lows:— S

(1) Apricultural produce: Rice, wheat,
cereals, flour, cotton, vegetable oila,
groundnuts, sesamum seccds, soya bean,
silk, cocoons, tea, salt, sugar, tobacco, ete.

(2) Industrial producta:  Metals, cotton
yarn and piece goods, dyestulfs, cement,
silk piece goods, chemical raw materials,

(3) Mineral products: Coal, Kerosene,

gasdline, liquid fuel, wolfram, mang-

anese, aniimony, iron ore, copper, tia,
ete,

(4) Bonds issued by the National Govern-
ment,

V. Loans grahtod shall be paid with legal
tender,
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Artiele 1I1. Fixed deposits. pending matarity
may not be withdrawn at will. Any fixed
deposit in maturiiy and not subject to re-
newal as such, shall be converted into =
current account mt the =ame hank or native
bank and shall be dealt with as provided in
Article I.

Article IV, Any fixed deposit certificate may,
subject to the banks’ consent, ba used as

security for loans, provided the amount of

the latter be not in excess of $1,000 for
each account. Loans secured by fixed de-
posits, the amount of which is below $2,000,
ahall be limited to 0% of the amount of the
deposit. and may be issued once only for
each mecount.

Article V. Factories, companies. business firms
or any official institutions in need of legal
tender for paymant of salaries, wages and/or
expenses entailed by military requirements,
may make apecial arrangements with. the
corresponding bank for drawing on their
respective accounts to the extent of their
requirements,

Artiele VI, Banks and clients’ remit&neea shall .

tender,

Article VII. These emergency regulations shall

cease to be effective with the termination of
hostilities, :

be both accepted and paid exclusively in legal

Approval by the Minietry of Finance of the

- Supplementary Emergency Regulations
Submitted by the Shanghai Bankers’
Aerociation and the Shanghai Native

Banks® Associntion

Petition by the Shanghai Bankers’ Associa-
tion and the Shanghai Native Banks’ Asnociation,
—With reference to the promulgation of the
Emergency Regulations governing the stabiliza-
tion of China’s curreney by the Ministry, we,
soliritous of stabilising the market, the Shanghai
Bankers’ Associstion and the Shanghai Native
Banks’ Association, in view that being the
financial centre of China Shanghai forms the
pivot on which ii dustries and commerce in other
places in China keep on running and submit here-
with the following four supplementary emergency
measures in order to facilitate the unimpeded
circulation of goods for your approval:—

Article I.—Banks’ and native banks’ cash
orderz shall be stamped “Wei Wah” (transfer
money), which means that such orders ean only
be transferable among Shanghai banks and shail

not bhe exchanged for either legal tender or
foreigm currency.

Article II.—Banks’ and native banks’ eash -

orders and depositors’ chequea dated prior to
August 12th, 1937 are also classed as “Wei Wah”
instruments and handled accordingly.

Article IIT.—Business roquirements in ex-
cess of the maximum permitted by the Emeor-
gency Regnlations may be met by drawing “Wei
Wah" money, hut only by depesitors having eur-
rent accounts at the commercial departments,
of banks and native banks,

Article IV.—New deposits, whether tnitinl or
peid into existing accounts, shali be recorded as
“Legal Tender” or “Wei Wah” according te the
form of payment made, and may be withdrawn
in the zame species. o
. Reply by the Ministry of Finance.—~The four
supplementary Emergency Regulations submitted
to this Ministry are hereby approved and made
effective accordingly. But in order to prevent
abuses and safeguard the legal transactions of
business, the Joint Reserve Board and the
Clearing House organized by your two associe-
tions shall be put under the control of the Ceuntral

Bank of China, Bank of China, and Bank of
Communications, -

Telegram by Ministry of Finance Erempting
Payment of Duty or Taz with Chequea from
the Restrictions Provided in Emergency
Measurves,

Shanghmi- Chamber of Commerce:

With reference to the telegram from the
Hupeh Provincial Government dated August
17th asking for permission to cash cheques—ne -
matter how much is the amount-—received by
Jtax collectorate from merchantz making pay-
ments of duties or tax, your attention iz here-
by drawn that payments of duties or tax with.
cheques by merchants and transmit of duty or
tax with cheques by collectorate shall be exempted
from restrictions as provided in Article [ of
the Emergency Measurea, But in order $p pre-
vent abuseg, on drawing on the bank, the drawer
shall fill a blank applicaion form issued by the
Ministry, This form shall be gzent to the Ex-.
amining Committee, jointly organized by the
local branch or sub-branch of he Central Bank
of China, Bank of China, Bank of Communica-
tions, and Farmersz Bank of China, for examina-,
tion and confirmation. In places where guch
commitiee has not been formed, cash payment
shall be made only on the preszentation of proof
docoments by the drawer. Sealed by Ministry
of Finance on August 19,

Bank Notes Not Approved by the Govermment
Not to be Aceepted, :

A proclaimation was isesued by the Shanghai
Chamber of Commerce to the effect that as veual
no notes issued by banks not approved by the
National Government shall be accepted. Viols-
tors of this rule shall be dealt with accordingly.

MEASURES REGARDING CONSERVING
MONETARY RESOURCES IN
INLAND DISTRICTS.

After the promulgation of measures regard-
ing stahilization of currency, the Ministry of
Finance, in view that capital of agricultural,
industrial, commercial, and mining enterprises in.
inland districts shall keep on circulating, notified
the Joint Head Office of the Central Bank of

- China, Bank of China, Bank of Communica-

tions, and Farmers Bank of China to establish
joint offices in important towns where they
have branrheg or sub-branches. Orders were
also given to the abave menioned four banks
to draft measures regarding conserrving
monetary resources, In order to maintain



Ctreular Telegram by Ministry of Finance
Ordering Banks & Native Banks to
Have “Holidays"

Finance Commissioner, Special Envoy, Bank-
ers’ Association and Native Banks’ Association
of all Provinces: .

In consequence of serious developments of
Shanghai War and interruption of means of
communications, difficulties in transactions have
been experienced by all banks. In view of the
adverse effects brought on circulation of cue-
rency, this Ministry has repeatedly jnstructed
banks and native banks in Shanghai through
Shanghai Bankers’ Association and Natives

Banks' Association to have holidavs for two days.

Owing to a close relationship being existed be-
tween financial organizations in Shanghai and
other ports, thiz measnre may also apply to
banks and native banks in al! other ports. To
avoid further hardships to be experienced_ by
banks and native banks as a result of mutilated
means of communications, the Ministry has
deemed it advizable for banks and native banks
to resume business when the holiday is over.
It is herehy requested that vou shall transfer
this order to your members and that they shall
continve their operation steadily during the
abnormal period. Sealed by Miniztry of Finance
on August thirteenth,. _

Application to Ministry of Finance by Shanphai
Bankers Assgociation and Native Banks
Assgociation for Permdission to Kxtend
“HOMG-”G."

Ministry of Finance:

Whereas heavy fightings are now proceed-
ing in Shanehai, it is4mpossible for our banks
and native banks to continue normal oneration
and following the resolution passed by the joint
meeting of Shanghai Bankers’ Association and
Native Banks’ Association, we have the honour
to apply for yvour permiszion to extend the two
dey’s holiday. As soon as local conditions become
favorable, we shall again applv for your—per-
miscion to mesume business. Signed by P, K.
Chen, Chairman, Shanghai Bankers’ Association,
Yen Shan Chao, Chairman, Shanghai Nasative
Buaks® Association,

Reply from Ministry of Finance,

Your appeal for postponing holidays,—.—!n
consequence of that heavy fightings p.roceedmg
in Shanghai made local banks and native banks
impossible to continue normal operation,—as
decided at your joint meeting has been duly
received, Permission to vour application 1is
hereby granted. But in order to give due con-
sidertation to depositors who live on their de-
posits, instruetions shall be given to your member
banks and native banks that they shall promptly
find suitable sites for temporary offices so that
husiness may be resumed as soon as possible,
Orders to the same effect have been sent to the
Central Bank of China, Bank of China, Bank
of Communications, and Farmers Bank of China.
Emergency Measures for Congerving Mometary

Resources During the Crisis.
(Passed by Shanghai Banker's Association).

To cope with emergency, the Shanghai

Bankers’ Assgociation called s meeting and pas-

sod emergency measures, containing four articles,
regarding drawing’ of depoosits. With the ap-
proval of Ministry of Finance, these measures
were enforced on August 16, when the banks
and native banka intended to re-open their ofices,
The measures were as followsi—m—

1, As from August 16th, no further over-
draft shall be allowed by any btank or
native bank to their clients, excepting
other banks or native banks, and further
deposits may be withdrawn in the same

. amount, without any restriction,

2. Drsws on current account of all the
banka and native banks shall be paid
with “Wei Wah” or “transfer money.” In
case legal tender is needed, esch and
any depositor shall draw on this secount

"at his bank or native bank only to
the extent of 2 per cent of the actual
balance of his deposit in esch aceount
per month, if the deposit amount to from
$1000 to $2500; while on mecount of
from $2500 to $5006 the sum to be drawn
by each or any depositor shall not exceed
$600 per month, and depositors of over
$5000 shall be entitled to draw one per
cent per month, New deposits, whether
initial or paid into accounts already
existing, may be withdrawn in the same
amount, without any restriction. Fac-
tories in need of legal tender for pavment
of salaries or wages may make special
arrangements with banks or native banks
concerned for drawing on their ragpective
accounts to the extent of their require-
ments. '

~ 3. As from August 16th, no fixed deposits
pending maturity shall be allowed to be
withdrawn at will. Any fixed deposit
certificate may be Used as security
against a loan not exceedng $1000,
while loans secured by fixed deposits
below $2000 shall be limited te 50 per
cent of the amount of the deposit. Clear-
ing, settlement, and samount of each
transaction between banks and native
banks shall be carried on as unszual in
sccordance with regulations of Shanghal
Bankers’ Clearing House.

4. As soon as conditions return to normaley,
these measures shatl be nullified on ap-
plication by the Association to Ministry
of TFinance. FBusiness Thours were
ghortened, banks closing at 3 pm.

Emergency Regulations (Issued by the Ministry
of Finance on August 15th, 13987)

Article I., As from August 16th, each and any
depositor in need of legal tender may draw on
his current aceount at his bank or native bank
only to the extent of 5% of the actval halance
of his deposit in each account per week, rro-
vided, however, the sum drawn does not
exceed $150 per week.

Article II. As from August 16th, deposits made
in legal tender, whether initial or paid into
accounts already existing, may be with@rawn
‘in legal tender in the same smount, without
any restriction. '
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‘fhe foundation work on the Stan-Kwei section (& & & )—from Sitancheng
(X M) to Kweiki (® &)—of the Nanking-Kiangse Railway has been completed 2
long time ago. Since the laying of tracks started at Sunkiapu (3% & #) on July 1,
the construction work has made rapid progress, and now the track has been Inid as
far as Holiki (7 # & ). The section from Siancheng to Kimen (4 #), sbout 200
kilometer in length, will be officially opened to traffic before the National Holiday at
the latest. . R

The Nanking-Shanghai and Shanghai-Hangchow-Ningpo Railway Administration,
Kiangnan Railway Administration, and Chen-Yang Bus Co. (i i§ % R A4 8) have
Jointiy maintained a passenger, baggage and parcel through traffic service for three
years, The agreement between the parties concerned has recently renewed for anothe_z
year, starting from September 1, 1937. _ : o

The Wan Fu Bridge (%# # ) on the Yang-Ching Highway (from Kilngtu
(i ) to Chingkiang (3 20 ) was opened to traffic on August 1 and the official
inauguration ceremony held on August 5, C :

To carry out the repairing of the Sian-Lanchow (% R ») and Feng-Han (A4 R
A ») Highways, the National Economie Council is organizing & construction office.
The surface of the road shall be paved wita pebbles and the cost has been figured at-
$3,210,000, : .

On August 7, the China National Aviation Corporation opened a daily service.
between Tsingtao ard Tsinan, \ - e

The Jaying of wires on the An-Chi-Peng (% & %), Peng-Fu-Ho (% % % ).
Ho-Hu-Wu (Q\;’:ﬁﬂ), Shu-Lu (4% #;), Hu-Chilan-Su (f» & %), An-Wang-Su (&

), and An-Wu-Hu (s M #) long distance telephone lines in Anhwei Province having
been completed, service will be assumed soon.

. PUBLIC UTILITIES _ _ y
With & capital of $400,000, the Chen Yang Electric Co. (3% i} € % 4 %) in
Kiangtu (Js &) is ranked as a second class plant and should supply current at day

time according to public utility regulations. In order to conform with these regulations, .
the company has increased its capital by $40,000 and began to supply current at day

time on August 1.
RIVER CONSERVANCY

The work of leading the Hwai Ho into the Sea and holding the Grand Canal
back in northern Kiangsu by dams has been recently completed and inspections have
been mede by the Kiangsu Provincial Government,

Since the owtbreak of wur in Shangkai, China’s financial and economic cenire,
on August 18, 1087, communications have been interrupted and business at & standstill.
As a result, reveiew of “Constructive Economic Developments in August” can cover
only the period before the war, while accounte of development of economic con-
ditions occurred after the war shall be given as soon as information is awvailable.
However, for our readers’ reference, measures regarding stabilization of currency
during the war, circulation of capital in inlend districts, and fleating of liberty
bonds are appended below: Editor.

MEASURES REGARDING STATBILIZATION

teenth of August and measures containing six
OF CURRENCY.

articles regarding stabilization of currency were

The outbreak of Sino-Japanese war in Shang- at the same time proclaimed by the Ministry,
hai caused consternation among Shanghai com- But the banks did not resume business until
munities and an exodus of local capital, Owing August 17 {Tuesday), after they had telegraphed
to their location at the central districts in Finance Ministry to allow them to extend their
shanghai and in order to safeguard the lives “holidays” and opened their temporary offices
of their customers and staff against stray bul- at locations of safety, Financial conditions in
lets, all banks in Shanghai closed their offices. Shanghai were thus made as stable as ever.
Instructions were also issued by Ministry of In the following are given correspondences cx-
Finance to the effect that Chincze banks were changsd belween various organizations concern-

to have '"holidavs" on the thirteenth and four- ing stabilization of financial conditions:—
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cent of the value of the notes issued and security reserve over 40 per cent, showing
an excess over the percentaye required by the regulations.

BANKING
The Shanghai Commercial and Savimgs Bank, Ltd., opened its No, 4 godown at
Myburgh Romd, Shanghai and started business on August 1. o
With the approval of the Ministry of Finance, the China and South Sea Bank
has opened its trust department undertaking trust and deposit business,

AGRICULTURE _ ‘ .

In addition to $1,500,000 (about $800,000 has already been lent out) of the
fermers loan granted to the Shensi province by the ¥Farmers Bank of China, the Bank
of Communications agreed to appropriate ¢1,300,000 and the Shensi Provincial Bank.
$200,000 for the same purpose. loans will soon be made to tarmers by these two banks,
An arrangement for anotner loan of $300,000 for the farmers in western Shengi,
bearing interest at 7 per cent was made between the Committes of Co-operatives and
the Sian Branch of tne Farmers Bank of China on August 2. As soon as payment
is nczlade in near future, the money will be remitted to western Shensi to meef rarmers’
needs. )

To relieve drought-stricken refugees, the Honan Provincial Government and the
Farmers Credit Bureau jointly raised $300,000 last spring. A loan office was opened
in March, 1937 and the money was distributed in the proportions as foliowgi—
Tenfeng (& #1) $49,676; Sunghsien (% &), $60,126; Swan (¥ &), $60,221;
Yiyang (M), $49,779; Lushih (&K ), $60,010; Loning (% %), $49,9%0; making
& total ot $300,000. Within the six districts mentioned above, 1,148 villages have been
inspected and 908 co-operative societies with 41,689 members are found to be in
existence,

A sum of $500,000 has been appropriated to the Ministry of Industries by the
Ministry of Finance as a part of the capital of the Farmers Credit Bureau. lhe
money 18 to be spent on the control of foodstuff. .

By the end of June there were in Anhui 1,276 co-operative sociéties,
18 co-operative unions and ¥39 mutual societies, making a total of 2,238.

According to investigations made lately the number of deposits of various metals
in the province of Kiangse are (1) compound of Manganese, lron, and Wolfram, 63;
(2) 'Iin, 22; (3) Bismuth, 13; (4) Molybdenum, 9; (6) Manganese, 2; (6) iron:
Hematite, 11,, Limenite, 1, Browwn iron ¢, and others 14; (7) Pyrite 2; (8) Frank-
linite, 1; (9) Gold and Placer Gold 4 each; (10) Silver and Native Silver 2 each; (11)
Copper 4 and Native Copper; (12) Lead 4; (13) Stibnite 1; and (14) Coal; Bituminous,
2bs, Anthracite 20 and Semi-bituminous 3. Crystal, Marble, Lime and Sulphur deposits
are also found in abundance. _ o

Owing to local disturbances, the petroleum wells in Yenchang (#& %) in
Shensi suspended operations long ago. Recently examinations have been made by
mining tndustralists and operations will be resumed in the near future.

INDUSTRY
The China Automotive Co. (% @ ¥ it X.#%47)), established in January, 1937,
has turned out 1,000 automobiles. l'o meet the rapid development of highways in
recent years automobiles manufaclured by this company are cntirely large buses
}Vitﬁ diesel engines. The head office of the company is in Shanghai, with its factory
in Hunan.

COMMUNICATIONS
The loan negotiated with Great Dritain amounting to 10,000,000 pounds sterling
has been concluded. Thirty per cent of the loan shall be used for construecting the
Kuang-Mei Railway (/% #% 4 g )—from Canton to Mecihsiun (3% M )—and seventy
E}g cent for the Pu-Sin Railway (3§ 45 & ) —from Pukow (3§ w) to Sinyvang
&), |



118 milfion dollars while that of all others showed a decrease, i.e., corporate stocks
decreasing by 850 thousand shares, corporaté debentures, by 70 thousand doilars,
cotton yarn, by 1,640 thousand bales, cotton, by 2,410 shik tan, and wheat flour, by
16740 bags. The decreases in the volume of transactions of cotton yarn,-cotton and:
wheat flour were certainly due to arti-speculation measures planned out by the Govern.
ment.- But what is worth noticing here is that the volume. of transactions on.the
domestic bond market became increased at the same moment., - Making a comparison of
the figures for the month under review with those for the. corresponding month -of
the preceding year, increases were seen in the volume ef transactions ef . domestio
bonds, corporate stocka and corporate debentures while decreases were found in that. of.
cotton yarn, cotton and wheat flour. The following figures are in units of one thousand:

o Increase Ducreass.
Dom&ﬂt m“ (do‘., NN NN RN ) IR Y TR AR ‘07,785  ——
Col'porlu chh (ma),ia.! ..... T . 168 te—
Corporlt-e debentures (dOL) YRR T Y R 1,684 ]
Cotton yarn (bale) .v.vsviivisiacinere tiininns — 2,003
Cotton (shﬂ taﬂ») TR R EE R E R A ] 0---0.0..-’.. ——— 8'818
Wheat flour thag) i v vivirciiriver it eriirei, —_— 11,457

Indices of Shanghai foreign exchange rates, Shanghai gold bar quotations -and
New York silver prices. With the excep*ion of the French exchange rate index which
rose 6.7 in the month under review as agalnst the previous month, all the individual
foreign exchange rate indices as well as the indices of gold bar §uotations and New
York price of bar silver remajned unchanged. That the French exchange rate index
moved up was because the franc was again devaluated in the present month, As the
latter index rose, the general foreign exchange rate-index and the chain index elso
followed in the same diréction. Comparing the two July’s of this and the preceding
year, the bar silver index was not changed, the British and the German exchange rate
indices both fell 0.6, the gold bar index, the American exchange rate index and the
Japanese exchange rate index, 0.3, 1.0, anj 0.4 respectively, while the French exchange
rate index; the general index of forsign eX-hange rates and the chain index rose 2J.1,
3.2 and 1.3 in the order named..

Constructive Economic Developments in August
PUBLIC FINANCE

To rsise on the London market a loan of 20,000,000 pounds sterling ta China
against iacomes from Chinese maritime customs has been agreed in principle between
China .and Great. Britain. This loan after having been fully subscribed shall be
deposited in London to be drawn upon by the Chinese Government, when necessary,
Most likely it shall be used for the purpose of readjusting China’s internal debts.
Regulations governing the floating of the loan, it is reported, have not yet been discussed
and passed. S _ _

Agreements for a loan of $24,000,000 to the Chekiang Provincial Government
were sent to banks concerned for signature by the Provincial Commissioner of Finance
on July 81, 1937. The first instalment of $1,000,000 shall be paid as soon as the
signatures have heen affixed. It is learned that a part of the loan amounting to
$19,000,000 shall be used to repay old loans, while the remaining $5,000,000 to be paid
in five instalements of $1,000,000 each, The rate of interest shall be nine per cent,
calculated from August 1, 1837. The whole amount of the loan is to be paid off in
ten years.

CURRENCY

An inspection of the currency rezerve of the Central Bank of China, Bank of
China, Bank of Communications, and Farmers Bank of *China for the month of
August has been made by the Currency Reserve Board. The total bank-notes issued
by the four banks ~mounted to ¥1.511.714,6 12.25, $954,319,084.35 being covered by cash

-

reserve and §557,395,607.90 by securities. The cash reserve reprs:.nted over 60 per
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factories group decreased by three cases, the business firms group, by ten cases, while
the banking and financial organizations group wmcreased by three cases.

Indices of domestic bonds and stocks. - Lhe indices of domestic bouds and stocka
ip the month under review al tell &8 compared with the previous monti boad
wmdicea (1) and (2) went down by 4.93 and 3.44 1especlively whiue the stock ingex
dropped u.46 lown to the present, the stock index has been taling incessantly for
three montha. We are not, nowever, in & position to ofler any expianstion. As 10
the faling tendency of the bond indices in tng moulh unaer review, it wus evidenty
due to the eltect 01 war in the north, Compar the hgures for ine month under
review with the corresponding month of the preceding year, bond wdices (1) and ()
rose 29.46 and 17.87 respectively but the stock index aropped 1.26. _

Prices of standard commodities in Shanghai. By comparing the prices of the
five standard commodities 1n the month under review with tbose 18 the previous month,
it 18 revealed that both cotton and ootton yarn dropped volentiy whoe wheat tioor,
Changshu rice and Shanghal steam filature sii ait went upwarda. 'fhe price 01 colton
yarn dropped by $22.683. 'L'he magnitude of its fail was even more vioient than that
uf 1t8 suaden appreciation jn the past two months. Un thé suriace, such & turn ot
the yarn market seemed to be due partly to the mampulation ot bears and partiy to
the pulls’ voluntary disposdl of their hoidings, while tne fundamental cause was rounu
m the talling price of cioth and the poor aemand ior yarn from the north arter the
Lukuochiao incident. therwise, the price of yarn would not have fallen so rapidly.
‘'he price of cotton dropped $6.206, a change wnich was also unprecedented. i this
connection, four causes may be mentioned: (1) the poor cotton market abroad, (Z)
the slump of the cotton yarn, (3) the political situation, and (4) the heavy stock of
cotton agamnst a gloomy market. The price of wheat flour rose $0.081. While this
price rose in name, it's daily quotations cid not change at all during the month under
review, It is on this account that the following facts are interesting:

(1) In order to prohibit speculatior on the Wheat Flour Exchange, the Ministry
of Industries 1ssued an order, in the month under review, limiting the gquotations ol au
tuture dealings 1n wheat flour to not higher than theiwr respective cloging quotations on
June 24 of tms year., In effect this ruling was equivalent to make the gquotations of
all ditferent months’ deliveries in the month under review the same as their respective
cjosing quotations on June 24; tor througiout the month, the market conditions were
such as never to permit any quotations tall below the prescribed leveis. This was
why there were no changes in any kind of quotations in the month under review.
(2) We have mentioned 1n a previous number that the price of wheat flour we use in
this Review is its average price of this month’s delivery. In the present case thus
price referred to four days only—-the 3rd., 5th., 6th. and 8th. of the month-—, gince
the lst. and 2nd. of the month were scttiement days, the 4th. and 7th., respectively
a sunday and & holiday, and from the 9th till the end of the month dealings in thus
month’s delivery, suspended by an order of the Ministry of Industries. A price like
this would not, generally, represent the price situation of the whole month. But in
an instance where no changes took place in all kinds of prices, the one was really
as good as another, It is only that if the ruling continues to be in effect in the
future, we shall probably have to make some changes in compiling this kind of data.

The prices of Changshu rice and steam filature silk rose respectively $0.40 and
$60.00 in the month under review, the former because of the current political situation
and the latter, the rising of silk price abroad and the lack of sufficient supply of dry
cocoons in Shanghai, Comparing the various prices in the month under review with
those in the corresponding month of the preceding year, only cotton droped $2.080
while the rest all went upward., Cotton yarn rose $24.411, wheat flour, $0.705, Changshu
rice, $1.10 and steam filature silk, $210.00.

Volume of transactions on Shanghai exchanges. Comparing the figures that were
available under this heading in the month under review with their antecedents in
the previous month, only the volume of transactions of domestic bonds increaced by
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pecond place. Germany was a close third while Japan and France ranked fourth
and last. ‘The diﬂmnce between the volume of trade with Great Britain and that
with Germany was a matter of some one hundred thousand dollars only. The detailed
figures are given in the following:

Importa . Fxports Total
Great Britatn .............. $ B576.078 $ 2081077 $18.58R 289 -
U & A . ittt 19.924.580 17010 RAL 88.035.141
JEPER  Li.iiiiianerraeaaeenn 1.602.088 11.0R8 /N1 14 ARR &R4
m LEE R ERN NEEN NN RN NE N RN ‘.‘39.349 11427\756 5-867.‘"5
GeTmMARY  .iccnivrnriaren e §,762,064 14,887,108 18,439,882

From the above figures it may be seen that the trades with the United States
and France in the month under review are both favorable to us while those with
Great Britain, Japan and Cermany are all unfavorable.. All imnort and exnort fieures
excenting the exporta to Germany were, however, in excess of their antecedents in the
previous month, as the following ealculations will show (plus sign representing incrense
and mimus sign, decrease):

_ ) _ Tmvorts Exports " Total
Oreat Britatn ............ . 8§ 3.083.348 4§ 2.797.513 +3 B.B60.A58
U. 8 A il veo +  2B1R.R14 4 2104.140 T4 4922984
b 1 T 4 207549 W . 509,881 + T17.230
Frantt ..eecveeess revas . 4+ 1,590.40%2 4+ 614934 © 4 2.205.3368
GermaRy ......oc.... cees —e  R62122 + 8,208,812 + 2,358,600

Tannage of veasels entered and cleared at the port of Shanghal., Compared
with the previous month, the tonnare of vessels In the month under review showed
two opnosite tendencien. The vessels coming from and sailing for abroad decreaned
72101 tons of which 55845 tons belonced to the Incoming and 16,256 tons to the
ontgoing tonnage., Contrarv to that, the vessels plvine between Shanghal and other
threaty vorts and inland olaces increased 54,954 and 64.116 tons resnectively, Asx a
result, the total tonmage of vessels entering and clearing in the month under review
also increased 46.969 tons., Comvaring the figures for the month under review with
thote for the torresvonding month of the preceding vear, the tonnace of the three
prouns nll increased, the veasels goine to and from abroad increasing 79.209 tons;
those ‘to and from other threatv ports and inland places 98.882 and 84.957 tona
respectively. Conreauently, the total tonnace alo incresced by 220.048. In the last
two months, the internatiomal trade—of this port showed much wvrosperity. In- the
month under review, news concerning the pnrchasing. buildine and chartering of shina
hv ‘local shinning ebmnanies were heard reneatedlv. Jndeed from these circumatances,
# 18 »n wonder that the tonnave of vessels entering and clearing at this port has taken
big strides forward as compared with a year agol

Interest and disconnt rates In Shanghal. In comparizon with the previous
month, the native rate of interest as well as the call loan rate and the discount rate
on bankers' billa fell in the month under review, the native rate of interest dropwninhe
0.27 cents and the call loan rate and the discount rate. both 0.04 cents. It is to be
remembered that the fall in these rates beran on May 7 of this vear. In the month of
June they continued tn slin downward. While the rates in the month under review were
apain Jower than in the last mentioned month, it should be pointed out that both the
call loan and the discount rates remained resnectivelv at 11 and 12 cents throuchont
the period. At the same time, dapite a very few falls and rises, the native rate of
interest maintained itself at the level of ten cents. In these resnects. it mav be said
that the money market In the month under review has gradnally been stahilised.
Setting the fioures for the month under review againat those for the corresponding
month of the vreceding vear. no change was seen in the discount rate while the native
rate of interest and the call loan rate roze 1.64 cents and one cent respectively.

, Buﬁlnees fallures and suspensions in Shanghai. According to our preliminary
investigations, the businesg faftures and suspensions hannening in the menth’ under
rev!ew were seven cases less than in the previous month, Among other changes, the
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index- only dropped 0.8 while the individual indices rose and fell each in its own Wiy
Cotton yarn, cement, beer and alcohol gained 5.9, 5.7, 8.2 and 184.8; but rolied tobacco,
wheat flour and matches went down by 1.7, 10.9 and 37.3 respectively.

Net value and indices of foreign trade of Shanghai. The import as well as the
export trade of Shanghai showed-an abrupt increase in the month under review as
compared with the previous month, the former registering a gain of about 13.28 million
dollars with a rize of 26.4 in its index, the latter, 9.05 million doHars with & rise of
19.3 in its index, while the total value of trade increased by 22.28 million dollars with
its index rising bv 229. If comparison be made between the month under review
and the corresponding month of the preceding year, the increases were more apparent.
They were 87.17 million dollars' and 78.9 points for the value of immorts; 23.38-million
dollars and 49.7 points for the value of exports and 60.50 million dollars and 62.2 points
for the total value of trade. All of the fizures were unprecedented so-far as the last
four vears are concerned. We shall now discuss the trade of this port regarding the
principal countries and various import and export groups in the following:.

_ The increase in the value of the export trade in the month under review was
mostly influenced by three groups: (1) oil. tallow and wax, (2) tea and (3) seeds. The
export vahie of oil, tallow and wax was $15.859.761 in the month under review, repre-
senting an increase of about 5.4 million dollars over the previous month. the Increase
dne to wond nil export alone being as much as 5.1 million dollars. Going back to
Februarv of this vear. we find that the exvort of oil, tallow and wax inéreased by
11 million dollars in that month as a result of the breakine down of the American
shioping strike. Since then the monthly figures -fluctusted between ® and 10 ‘million
dollars, The ficure for the month under review. therefore, again established a new
record. TIn the rame month. there was s 2.3 million dollars -increase in the export value
of tea as tea exnnrt was now just in geason. Thie to large exports of gesamum ceed. the
export value of the seeds group alro increased by one million dollars. Besides the abova
mentioned groups. piece roods and animal and animal nroducts also witnessed an increase
nf 700 and 600 thousand dollars respectively, but hides, leather and skins decreased by
200 thouzand dollars.

~ Changes in the values of the immnort trade in the month under review were wider
in scone than those of the exnorts thouch the comparatively immnortant chances were sl
rn the gaining side. While inereases more than one million dollarg were found in (1)
the sundry group (increasing by 2.835 millinn doHars). (2) the chemieals sand pharma-
ceuticals group (inereacing by two million dollars). (3) the wool and woollen
manufactures ernup (increased by 1.60 million dollars), (4) the timber group
(incressine by 1.10 miltion doMars), and (5) the machinerv and tools erovn (increasing
bv 1.07 million dollar<): and those between eight hundred thousand and one million
dolars, in (1) the metals and ores group (increaring by 990 thousand dollars). (2) the
candles, soap, oils, ete. group (inereasing bv 4NN thousand dollars). (8) the dyves, pig-
ments, ete. oroun (increasine by 880 thonaand dollava), and (4) the cotton varn and
cotton thread eromm (increasing by 230 thousand dollars): all- decreases excent -the
rne beloneing to the hooks, maps, ete. groun were less than 400 thousand  dollars:
Including the above. the nimber of imnort erotng that registered increases in themonth
under review were 28 while those registering decrenses were only nine. - So gpeaking
from the nnmber of grouns, it may slso he gaid that the increase in the value of
imnorts in the month wunder review was enite universal in natnre. Besides, another
thine is worth mentionine. Tt is that with the exception of the sundry group. all
orouna renresenting bie incremses in the month under review were more or-lese related
to such things ss machinerv. raw materiale, and chemirals and pharmaceuticals. while
grouns renresenting comnaratively amall inecreases mostly stood for consumers’ goods
and manufactured products. At a time when the imvort excess showed no signr of.
reducing (the imnort evcess in the month under review increasing bv four million
dollars as compared with the previous month), it was also a welcome phenomenon.

- A8 to the volime of tradt with the nrincinal countries in the month.. under
review, that with the United States was the biggest, Great Britaln occupied the
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®tudy by the Leagus of Nations into the financial conditions of various countries durlig
recent years or our inquiry into the financial condition of China in the last decade
the change In the velocity of circulation has always been more significant than that in
the quantity of money whenever some abrupt and violent movement takes place in
the price level and the volume of transactions, During a period of rising price level
and brisk business transaction, the velocity of circulation iz usuallly high so as to
increase the efficiency of a certain amount of money, while during a period of failing
price level and slack business transaction, the velocity 1s tisually low so as to decreass
the efficiency of the same amount of money,

Now, based upon China’s experience of the last ten years, we are in a position
to bring up an important revision of Professor Fisher’s quantitative theory of money.
Of course, Professor Fisher's equation {8 & pure truism above criticism, However,
aeccording to Professor Fisher, it is always the changes in the quantity of money that
cause changes in the price level and the velocity of circulation does not change easily
on account of its relation with the habit of the pedple, but the above analysis proves
that changes in the price level may be caused by factors other than the quantily of
money. Furthermore, the quanvtat!ve changes of money in circulation does necessarily
correspond td the changes in thejprice level. Although the changes in the quantity of
moriey may be iIn a direction opposite to that of changes in the price level, Professor
Fisher’s equation may still hold through the variation of the velocity of circulation,

(To be continued)

~ Notes on Statistical Tables

Due to the outbreak of hostilities in the Shanghsai area, the collection of ¢urrent
- statistical data in the present issue of this Review encountered many difficulties. It is
to be regretted that after trying various kinds of means, we were still undble to sécure
all of the materials for Table C-I "Legal Tender Notes and New Subsidiary Coins in
Circulation in China®” and Table 8-VIII “Volume of Transactions on Shanghai Exchanges.”
Although figures in Table S-III “Interest and Discount Rates in Sharighai” were coms
plete, they were made available from sources other than the original. Corrections will
be made if discrepancies are found in these figures in the future. : '

Legal tender notes and new substdiary eoins in circulation in China. The amount
of lepal tender notes in cireulation in the month under review (July) increased by
87.7 ‘million dollars as against the previous month. The note-issue of the four govern-
ment banks all increased, the Centra] Bank of China increasinz by 6.9 million dolars-
the Bank of China, by 7.9 million dollars, the Bank of Communieations, by 22.4 million
dollars and the Farmers’ Bank of China, by .6 million dollars. The note-issua of the
Bank of Communications decreased continually in the past two months. Tnat of the
Farmers’ Bank also decreased in the last month. But now the tendency was reverted
in both cases, Comparing the various figures for the month under review with the
corresponding month of the preceding year, the total note-issue mecreased by 480.8
million dollars, of which the increase due to the Central Bank constituted 82.0 million
dollars, that to the Bank of China, 162.0 million dollars, that to the Bank of Communiea-
tions, 125.6 million dollars and that to the Farmers’ Bank, 121.2 million dollars.

Tndex of production in China. The figures for this index for February of this
year have now been published. Excepting the indices of beer and alcohol production
which gafned 8.1 and 14.0 respectively as compared with those of January, the former
being due to seasonal influences, the rest of the indices declined unanimously, with
cotton yarn dropping 24.8; rolled tobacco, 50.4, wheat flour, 21.8; matches, 53.8, cement,
0.8 and ‘the genersl index, 32.8. Ever since August of the preceding vear, the various
production indices have been rising incessantly. - Contrasting with that nhenomenon,
most of these same indices in the month under review sloped downward. This was quite
in agreement with the tendency of the corresponding month of previous vears. Com-
paring the indices in February of this year with those of the preceding year, the general
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of current accounts of various banks are obtainable, although the average balanoss of
surrent accounts may be found in some way. The amount of bank clearings through
native bankers' mssociation is far more important than that through the Joint Reserve
Board of modern banks, while the native banks, unlike modern banks, never reveal
anything about the amount of deposita, they receive. Hence, the zecond method omn-
mot be used. As to the fourth, as figures used in the first and second methods are
necessary in employving this method, it must be therefore, discarded together with the
first and second methods. The third method, then, remaina the only practicable one

Mr. Wu Chen-hsi (& /X #) of the Institute of Social Sclence, Academica Sintex,
has collected statistica of current and fixed deposits of 20 banks from 1921 to 193214
Figures for the years from 19268 to 1930 and the ratio between current and fixed
deposits are given in the following table in order to show the changea in the velockty

of circulation during a period when buziness transactions were brisk and the pries
level was going upward :— -

TABLE IV. RATIO OF CURRENT DEPOSITS TO FIXED DEPOSITS

1926-1930
| I, Carrent I Mixed | I11. Ratts of Curvent
Year Deposits Daposits Deposite to Fized
($1,000,000) ($1,000,000) Deposits. 7§
1928 .. .. i oae e e e 563.6 0378 987.81
1927 L ) . L] . L ) [ ] L) L) 588-8 231-1 m“
1928 . . . | X1 o e tas .q L] ' ‘ ’o' . “:ul ”‘o“
1929 . “-s ¥ :l ' Y ‘as " e I.I‘ Ie,. 8.9 “ -‘ ms-"
1930 +w LI ) L ] LN 3 L3 LN 3 - & LN ) 924‘2 835-! 275‘"

Similar work has been done by Mr. Ling Wel.ying (3k s ) of the National
Economie Couneil, who complled statistics concerning the current and fixed deponits
of 14 banks during the period 1931 to 1934.1* The fipures are given, together with the
. ratio of current deposit to fixed deposits, in the following table to show the changes

velocity of circulation during a perfod in which the price level want downward and
business transactions showed u decline:— o

TABLE V. RATIO OF CURRENT DEPOSITS TO FIXED DEPOSITS
(1031-—1934)

' I. Current 1. Fixed IT. Ratio of Current
Yenr Deponits Depnatts Deposits to Fixed
{$1,000,000) ($1,000,000) Deposits
1931 L o oA [ e [y *w L 621-0 ‘32.8 1“0“
2 '620.5 5119 122.07
1988 . i b e e he es e BRAA B62.56 124.27
1984 .. .. .. oh e e 749.7 631.8 110,70

. From the above statistical figures, it fas seen that during 19268 to 1930, the ratlo
of cuirent denosits to fixed deposits showedan increase annuslly, In other words, the
velocity of cireulation became higher every year, so that in combination with tha
increasing amount of bank notes and deposits, it maintained the rising price level and
brisk business tronsactions. On the other hand, this ratio showed a marked drop
during 1981 to 1934, that is, the velocity of circulation became considersbly lower, s0
that. inenite of the increasing amount of bank notes and deposits, it could adjuat itself
to the falling price level and declining business tranzactions.

Professor Fisher's opinfon that V and V°, owing to their relation with the people’s
habit, do not change easily is contrary to the atatistical conclusions of the Monetary
Review of the League of Nations'* and those given ahove. According to either the

1. Wn Chanhal “Chinsee Banke.'* n 11 Commarcial Prasa (in Chinsas},
13, Lin, W Y., "The Now Motatacy Sentem af China ' o 51 Kallv and Walsh Ltd., 193,
M. “Monay and Ranking ' 1915.1938, Val 1. League of Natlons, Geneva
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cleared among Shanghai banks, however, may be taken as an approximative represen.
tative. However, as the amount of bills cleared in Shanghai is exrressed in terms of
value, the figures must be deflated in order to make it show the amcunt of bills cleared
quantatively as in the following table:— o - : "
TABLE [II. AMOUNT OF BILLS CLEARED IN SHANGHAL
Indices of its Value and Indices of its Quantily

I. Average Dully | . Indices of | Til, Shanghed | TV Indices of
Amount of Bil? the Value of | Wholesale the Quantity

Year Cleared Among | Bilis Cleared [ Price Indices | - of Bills
Shanghai Banks | (1926=100) { 1926 = 100 ) Caleared -
($1,000) (~+111)
1926 ... Yasresan . 42,468 .100.00 100.00 100.00
1027 ... e it © 85,489 83.69 104.00 30.07
1928 ... ..viieen besvaanans 41,878 98.14 101.70 $6.60
1829 L. ittt 47,128 110.87 104.50 208.19
1830 .......... PN 59,870 141.21 114.80 123.060
1881 ..... beeraas tanensane 76,022 176.68 126.70 139.43
1982 ... o.0iiin, v 51,801 120.79 118.40 107468
1888 ... vttt i 45,642 107.47 103.80 108.563
1934 ittt . 538,246 126.38 97.10 128,13

The above table shows that during the last ten years, the volume of transactions
in China changed in the same direction as that of the price level. That is to say, an
upward movement wag seen in the volume of transactions during the period from 1926
to 1931, while a downward movement was registered during the pertod from 1932 to
1935. According to Professor Fisher's equation, T and P are both on the right side
of the equation. Now, since P and T showed the same trend of movement, the changes
of MV+M'V’ on the left side of the equation must have been larger in magnitude.than
those of P alone in order to keep the two sides of the equation still in balsnee.

During 1926 to 1931, the changes in M and M' corresponded to those in P and
T, a rising trend being seen in both. At the same time, V and V’ probably also rose
in magnitude. On the other hand, in the period from 1932 to 1935, as M and M’
moved in a direction opposite to that of P and T (a fall was seen in P and T, and a
rise in M and M), V and V' must have shrunk considernbly to keep the two sides of
the equation still in balance.

There is no way of finding the value of V. As to V', the following method of
determining its value may be given:!t First, the ratio between the debit entries and
the average balences of current account of various banks during a certain period may
be taken as representative of the velocity of the circulation of current deposits during
that period. This method is the most reasonable one. Second, the ratio between the
amount of bills cleared among banks during a certain period and the average balances
of current accounts of varicus banks may be taken. This method, however, includes
only those withdrawals of current accounts as shown in the clearance of bills but
leaves out all cash withdrawals and transferance of accounts in the same bank, Hence,
it i3 not as inclusive as the first method, Third, the ratio of the amount of current
deposits to that of fixed deposits may also be taken as an indication of the velocity
of circulation. A rising ratio indcated a higher velocity and vice versa. Fourth, a
mixed method may be also used to find the ratio between the total debit entries of
current accounts or the total amount of bills cleared among banks and the sum of
both current and fixed deposits. The sum of current and fixed deposits is taken as
the object of commarison because the result may thus also reflecy the effect of the

changes in the ratio between current deposits and fixed deposits on the veloeity of
circulation, ' _

The first, second and fourth methods given above are all impracticable in Chima.
The first method cannot be used inasmuch as no statistics concerning the debit entries

*{f. " Momey and Banking {%5.1936," Vol. I pp. 14-17, Learue of Natlons.
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TABLE II. MONETARY STATISTICS AND THE PRICE LEVEL

T

I. Excem i, The 1L The t IV. The V. Indices

Y Ioportse) | Sives ¢ | Roteleve | of Dioeis | Ssecchal

oar - ver L]
or Exports Stock in of Shanghai in pal Wholesale
| (+)! ' Shanghei t . Benks 3 Banks ¢ Price §

1926 ........ -~ B2,891 147,358 89,786 934,821 1000
1987 - v vaiis ~101,899 142,240 112,614 976,128 1044
1998 ..v...0 185,784 171,641 197,889 1,128,470 101,7
1929  ....... i -164,876 240,260 R317,400 1,320,151 104,86
193¢ ........ - —104,398 - 281,958 264,856 1,820,281 114.8
i — 70,803 286,183 266,087 1,380,858 128,7
19032 +....... + 11,444 438,239 278,605 1,074,097 112.4
1838 ........ 4 14,122 547,446 847,623 2,418,589 1038
1934 ........ + 256,728 334,997 413,965 2,751,362 #7.1
1938  ........ 4 59,897  275,60f 837,712 —— 96.4

Note: Tahen frem ‘'Annusl Report of Maritivos Costoms', .

« From ""ibe Fingncial and Commercial Monihy Buﬁuln.‘_’ published by the Bank of Chion.

|
I
4. Froot iha Chiness Eovnomic ana dtatistical Keview,” gublished by the Chins lnxtitute ot Beonombe and Statistical Ressarch,
4. From 'AD Analysis of the Accounts o1 . be Principal CLinese Banks.'" publitheg by (he Bank of L hine, :

§. Prom Frices and Frice iodezes io Shanghad,” publishied by the National I ar.g Commision,

if the excess of imports over exports of specie silver and the amount of silver
stock in Suanghai as indicated in the apove table are taken to be representative of the
varation ot tiie amount of money In circulation in China, the experience of Ching ¢uring
the lasy decade seeras to contirm Professor Fisher's theory. During the period from
1920 to 193}, an excess of imports over exports took place every year in siver suip-
ments and there was an increase in the silver stcck in Shanghai Simullaneously, the
price level rose, Un the other hand, an excess of exports over imports of silver
occuried mn the period 1932 to 1935, the silver stock in shanghai decreased, and there
Was an accompanying drop of the price level. However as shown previously, the changes
in the price level of China during the last ten years were caused by tnhe cnanges in ner
exchange rates, and in the toliowing we shail atteqpt to show that siiver muvements
in China and therefore the changes in the amounYt of siiver stock in Shanghai were
aiso largely influenced by the changes in exchange rates. Consequently, though the
whanges ot the price level agrees roughly with the excess of imports or exports of
gilver and the vanation of silver stock 1n Shanghai, all of them are subject to the
common factor of exchange rates. It should not be taken for granted that, because
there was a casual coincidence, the price level is determined by the excess of silver
imports or expoits and the variation of silver stock in Shanghai and that the changes

in the price level of China during the last decade can be explained by the guantitative
theory of money,

Moreover, it is questionable whether the excess of imports or exports of silver
and the amount of silver stock in Shanghai may be taken to be representative of the
variation of the amount of money in circulation in China. Silver only serves as the
basis for bank notes and bank credit; what are really representative of the amourt of
money in circulation in China are the latter, not the former. The fact that the amounts
of note-issues and bank deposits, as indicated in the above table, mark a steady increase
from 1926 to 1935 notwithstanding the violent fluctuations in the price level during
the same period proves, however, that there is no close relationship between the
quantity of money and the price level, and that Professor Fisher's quantitative theory
of money does not agree with the experience of China during the last decade,

As it has been udmitted that Professor Fisher's equation is mathematically
correct and it is =een from the above table that the M, M and P moved in the same
direction only during the period of 1925 to 1931, while during the period 1932 to 1835,
they moved in the opposite directions, we may reasonably expéct that some chgng‘?s
must have taken place in V, V' and T in order to keep the two sides of the equation in
‘balance, '

In regard to the changes in T, it is to be repretted that hitherto there haw
been no accourate wiatistics of the annual volume of transactions, The amount of bills
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Prior to the adoption of the New Currency system, China was @ silver aundgrd
country. Her exchange rates rose and fall with the price of silver. During the period
from 1926 to 1931, as the silver price was going downward, the exchange rates of the
Chinese dollar with other currencies also dropped. From 1982 to 1935, when the ‘silver

ice went up, the exchange rates likewise rose. During the former period, as bills of
%{x)reign exchange were quoted higher and higher, the price of import and export articles
in terms of the Chinese currency followed closely, while during the latter period, when
quotations of foreign bills of exchange fell, prices of import and export articles in
terms of the Chinese currency went down also. As prices of al! commodities are inten
related, the rise and fall of the prices of import and export articles certainly canmot be
Jocalized to & number of commodities only, but will necessarily spread to commodity
prices in general. This was the reason why the depreciated exchange value of the
Chinese dollar induced a rise of the general price level in the country during the period
from 1926 to 1981, and the appreciated exchange value of the Chinese dollar caused
the general price level to drop during the period from 1932 to 1935.

The above explanation of the relation ship between the exchange rates and price
level in China during the last decade seems so simple as to leave no room for doubt.
On the ground of China’s experience during the last ten years we are now in a position
to bring up an important revision in regard to Professor Cassel’s theory of purchasing
power parity. It is a fact recognized by both the advocate of the theory of purchasing
power parity and the present writer that the price levels of various countries are kept
in equilibrium by some adjusting processes. But according to the purchasing power
parity theory, the changes in the price level are always the cause, and the changes
in exchange rates, the effect, while the above analysis shows that the changes in
exchange rates may also be the cause and those in the price level, the effect.

IIl. THE RELATIONSHIP BETWEEN THE PRICE LEVEL AND THE CURRENCY
' AND CREDIT, AND A REVALUATION OF THE QUANTITATIVE
THEORY OF MONEY

In the above paragraphs, it has been nttempted to explain the relationship
between China’s exchange rates and her price level during the last ten years; in the
following, a discussion of the relationship between China’s price level and the currency
and credit is given, '

In making such a discussion, Professor Irving Fisher’s well known equation of
exchange should be considered firat, In his equation, MV+M'V’=PT. M represents the
amount of money in circulation, M’, the amount of current dcposits, V, the velocity of
the circulation of money, and V’, the velocity of the circulation of current deposits, P,
the general price level, and T, the total vdlume of transactions. From the mathematical
point of view, this equation is above eriticism, as the total volume of transactions in
commodities snd services represented by PT on the right side of the equation
inevitably equal to the tolal amount of payments for commodities and servicea
represented by MV+M’V’ on the left side. Professor Fisher, however, means more
by the equation. He intends to explain his quantitative theory of money by it.
According to him, if T remains constant, P varies in direct proportion to M. In other
words, if there is no change in the total volume of transactions, the price level always
moves in direct proportion to the amount of money in circulation. M', V and V’ are
considered not important inasmuch as the amount of current deposits usually remains
at a certain proportion. to the total amount of money in cireunlation, and the velocity of
circulation does mot change easily on account of its relation with the habit of the
people.

_ In the following, statistical figures of the amount of money in circulation and
that of bank deposits in China during the last decade are given to show whether
Professor Fisher's quantitative theory of money agrees with China's experience.

— 8



the import and export prices of China.* His results confirm the above calculation.
According to Mr. Koh, the partial coefficient of correlation between foreign exchange
rates and the import prices of China is 0.896 and that between foreign exchange rates
and China's export prices, 0,962, if commodity prices abroad remained constant, while
tghg multiple coefficients of correlation between foreign exchange rates, commodity
%cu abroad, and China’s import and export prices are 0.978 and 0.893 respectively.

. Koh’s calculations, however, are bas u%on the annual figures for the period from
1926 to 1933 instead of monthly figures for the period from 1926 to 19385.

The relationship between exchange rates and the price level having been thus
demonstrated, it still remains to be seen whether this relationship is casual or causal,
tonsequently, a theoretical inquiry is calied for. Although the statistical method is
an important instrument in the study of econpmic problems, the explanation of resuits
still depends upon deductive reasoning. This is. the difference of our methology and
that of the Cornell scholars.

According to the theory of purchasing power parity advanced by Professor Gustav,
Cassel, the exchange rates between the currencies are cetermined by thewr purchasing
power parity. As the purchasing power of a currency is only the other side oi the price
level, this theory is tantamount to the opinion that the exchange rates between two
currencies are determined by the price levels in the respective countries. For instance,
i the price level of a country is doubled, that means the purchasing power of its cur-
rency drops by 50 per cent. At the same time, if the price level in the other country
and therefore the purchasing power of it’s currency remain unchanged, there will be &
spectacular increase of imports and & decrease of exports in the tirst country, whiie
the exchange rate of it's currency will fali by 50 per cent on acecount of the fact that
the demand for foreign bills of exchange will far exceed the supply. Thus the price
levels in the two countries again come into a state of equilibrium through the adjust-
ment in the exchange rates of their currencies, On the contrary, if, for certain reasons,
the price level in a country falls by half, the purchasing power of it's currency will
be doubled. At the same time, if the price level in the other country, and therefore
the purchasing power of it's currency, remain unchanged, the first country will
experience & sharp rise in exports and & fall in imports, while the exchange rate of it’s
currency will rise to twice it’s present level owing to the greater supply of than the
demand for foreipm bills of exchange, and the price levels in the two countries are
then again in quilibrium through the adjustment in the exchange rates.

_ The theory of purchasing power parity undoubtedly holds true when the price
level of a country rises or falls for some other reason and thus cause an adjustment
“in the exchange rates, Howeter, whether this theory applies to the changes in exchange
rates and the price level in China during the last ten years is questionable. The changes
of China’'s exchange rates during the last decade were evidently the results of changes
in the silver price abroad and were in no way caused by changes in theé price level
Only the price level was obviously influenced by the changes in exchange rates; &
better explanation than this cannot be found. Consequently, the changes in exchange
rates are the cause, and the changes in the price level, the effect. It is quite contrary
to the theory of purchasing power parity, which regards the changes in the price level
as the cause and those in the exchange rates as the effect. A comparison of the curve
of China’s exchange rates with Great Britain, the United States, Japan and France and
the curve of purchasing power parities with the same countries was made by the
National Tariff Commission, and it was found that the changes in the purchasing
power parities usually lagged behind those in exchange rates® As the resilt of this
comparison agrees with our conclusion,’® it may be taken as proved that during the last
decade, China’s purchasing power parity was dominated by her exchange rates, while
the exchange rates did not determine the purchasing power parity, An explanation of
the action of exchange rates on the price level may be given as follows.

5. Koh Twnng-fai. "*Silver at Work' in 'Finznce and Commercs.' Nos 9 gnd 13 1915,
:: lAnmuI Kepctt of “'Prices and Prics Inderes in Shanghai,” National T iff Commission, 1924, p. 8,
19, 1Mgte, .
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In table I, the indices of Shanghai foreign exchange rates constructed by the
Department of Economies,. Nankai University, and the indices of wholesale prices in
Shanghai constructed by the National Tariff Commission are used. Figure 1 is drawn
upon the basis of data given in Columns [ and II. The fact that the two curves move
in the same direction suggests that there exists certain relationship between exchange
rates and wholesale prices. However, as the fluctuations of the two curves differ
considerably in amplitude, it may possibly lead to a wrong impression. To remove
this difference and to show still more distinctly the relationship between the two
curves the deviations of the monthly indices of exchange rates and wholesale prices
from their respective arithmatic means are first calculated and given in Colomns III.
and IV, and then, dividing the figures in Columns III and IV by their respective standard
deviations, we obtain figures in Columns V and VI which form the basis of Figure II.
As shown by thia diagram, not only a very close relationship exists between exchange
rates and wholesale prices, but changes are to take place simultaneously,

This relationship can also be expressed by means of the Pearsonian coeflicient
of correlation. According to our calculation, it amounts to as high as 0.90.

Commodity prices abroad also constitute an important factor in determining
the Chinese price level. The above calculation does not include commodity prices abroad,
because it is an cbvious and well-known fact that they are international in nature, and

no proof is necessary, Mr. Koh Tsung-fei (4 # #), however, once made a statistical
study of the relationship between foreign exchange rates, commodity prices abroad and

—_ § —.
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and to- shew :the relationshiy detwewn the purchasing power of #ilver im foreign
ocountries and Chinese level. His diagrams show obviously that whenever the
purcheajng power of silver in foreign countries fell, the Chinese price level rose, and
vice versa. However, it is to be regratted that Mr. Lewis failed to give a theoretical
explanation of how the ﬁtrrchas.ing power of silver in foreigh countries - influenced
China’s price level. As Mr. Lewis is & graduate of the Cormell University, so his
method of study was modeiled after timt of professors Warren and Pearson of that
institution. Recently, Mr. C. O, Hardy of Brookings Institution criticized the new
work of Warren and Pearaon, “Gold and Prices,” as being tco mechanicalt 'The rame
criticism probably applies to the work of Mr. Lewis, T

Mr. Lewis' indices of the purchasing power of silver abroad are constticted by
dividing the silver price indices of the United States and Great Britain by the wholesale
price indices of those countries, Consequently, to say that the purchasing power of
silver abroad affected the Chinese price level is tantamount to say that both the com-
modty prices and silver price abroad exerted an influence on the Chinese price level
The commodity and ailver price abroad could affect the Chinese price level only though
the medfum of China’a foreign trade and foreign exchange. If China had adopted a
closed system, commodity prices abroad would have not been able to affect her price
level, and if she had adopted a gold standard, neither would have been the ailver price
abroad. Because of the fact that China adopted an open system, the rize and fall of
commodity prices abroad were directly followed by ups and downs in China's import
and export price, which in turn affected her general price level. Likewise, becanse
China adopted a silver standard, the fluctuations of silver price abroad mainly deter-
mined tiw exchange rates of the Chinese dolilar, which finally affected her geners! price
level threugh the import and export prices. It is a generally recognized fact that com-
modity prices are intermational in nature, and it is nothing new to prove that commodity
prices abroad affacrted the Chinese price level, Se far as the exchange rates of the
Chinesa dollar falowed very closely the silver price abroad, it makes little difference to
say which one influenced the Chinese price level. However, since there was sometimes
signifieant disparity between the exchange rates of the Chinese dollar and the silver
price abrord, and, as it was the former, not the latter, that directly affected com-
modity prives, it would be nearer to truth to say that the exchange rates of the Chinese
dollar, rather than the silver price abroad, determined the Chinese price level.
Furthermore, as moat European and American countries and Japan have gone off the
gold standard, the silver price varies considerably in different markets with the degree
of currency devecluation. The quotation on one market cannot be taken to remnresent
all those on others. Hence. it is better to compare the Chinese price level with the
average exchange rate of the Chinese dollar with the principal foreisn currencies
instead of with the silver price of a certain particular country. As, in the first place,
the changes in the exchange rate between Chinese dollar and every principal foreign
currency are thus included, and secondly, considerable accuracy can be secured in
calculating. the averape exchange rate of the Chinese dollar by weighting the rate
with each principal foreigm currency aecording te the valne of trade between the
country concerned and China,

Mr, C. Sun's article “An International Survey of Shanghai Prices”® which
appeared in 1930 started the study of the relationship between the exchange rates of
the Chinese dollar and China’s price level. In 1984, further discussions on the sub-
ject were made in Mr. D, K. Lieu's article “A Study of Prices in China During the
Last Etcht Years”™ The present writer also published the results of his study in 1932
and 1985.7 The statistica] method used by him, however, differs somewhat from those
employed by Messrs, Sun and Lieu. The following table gives the flgures concerning
the exchanpge rates of the Chinese dollar and China’s price level during the period
from 1928 to 1938 and fumishes the ground of the subsquent discussion:—

4 Hurdy. C O, 'The Warren Peirson Prics Theory.” the Brookings Inatitution Pamvphlet No. 19, 1935

5. 'The Sta.tistlead Monhly,'* Vo!, 1, No. 8, the Legitlative Yaun f(In Chiness).

4  The Bastern Miscallany,' Vo!, 1t No. 14 {in Chinese). . -

T. ' Annaly of Commercls! Sclence ’ Pubiias niversity and the “Sootal and Rconemic Monihly,” Vol. 11, No.'t {in Chiness).



A Statistical Analysis of Monetary Changes in
China -During the Last Decade and A Revalva
tion of Some Classical Monetary Theories

By C. 8. Yao

I. INTRODUCTORY REMARKS

During the period from 1926 to 1935, the violent fluctuations in the value of
silver wrought great havoc in the economic life of China:~When the silver price went
spectacularly upward during 1926-1931, she entered into a periad of speculative boom;

and when the silver price dropped rapidly during 1932-1935, she faced a deep depression..
During such times, those who steered the ship of state naturally felt much difficuity
in deuling with the problem. Students of economics, however, found themselves as if
they had been placed in s huge laboratory; they got a fair chance to test the validity of
classical monetary theories in a changing silver standard country. The following
article is the result of such laboratory work of the present writer, Some of the
statistical materials have been published somewhere else, but are still included in order
to furnish a complete ground for the article.

- During the last decade, statistical work have made considerable progress in
China. . A statistical analysis of the present problem would be impossible ten years
ago. At present, there is no unsurmountable difficulty to make a trial,. However, as
most statistical data concerning the monetary phenomena are still crude in nature, the
writer regrets to say that he has frequently been compelled to use simpler methods of
analysis instead of more elaborate ones,

~ During the last decade, economic studies have also advanced much in China.
Economic writings of ten years ago were usually vague arguments without the support
of concrete facts, while those of today are sometimes the results of close and careful
study. In the present article, the writer has been so bold as to criticize some
monetary theories advanced by his follow economists in recent years. It is hoped that
there will be much further discussions.

II. THE RELATIONSHIP BETWEEN EXCHANGE RATES AND THE PRICE
LEVEL AND A REVALUATION OF THE THEORY OF
PURCHASING POWER RARITY '

~ Recently, economists studying the price level changes in China may be divided
into two schools. One expains the rise and fall of China’s price level by the changes in
the purchasing power of silver, Mr. A. B. Lewis of the Department of Agricultural
Economics, University of Nanking, being one of its noted exponents. The other explaing
the movements of ‘China’s price level by the changes in the foreign exchange rates of
the Chinese dollar. Messrs, C. Sun (3 4) and D. K, Lieu (# X #5) and the present
writer may be regarded as belonging to the latter school.

Mr. Lewis first published his opinion in the pamphlet “Silver and the Chinese
Price Level,”* which appreared in 1933, later in report on “Silver and Prices in China”
of the Committee for the Study of Silver Value and Commodity Prices, 1935,% and
recently in the “Economic Facts” published by the Department of Agricultural
Economics, University of Nanking.® He used the graphic method to give a comparison

*Translated from the "National Bconomy" Vol. I, No. 1. pnbllshed by the Buresu of National Economic Research, Nanking.
1. Lewis, A. B. and Chang, L. L., "-Silver and the Chinase Price Level’’, University of Nanking. Bul. Ne. (1 (New Serfes), 1923,

2. '‘Silver and Prices in China,’* Raport of the committes for the study of Sllver Valuss and Commodity Prices, Ministry of
Industrisa. Commercia]l Press, 15935,

3. Lews. A. B and Wang, L, “Purchasing Powar of Chiness and Hongkong Currencies and Silver [n "Bconomic Pacts,” No. 3,1936,
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