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NAVY DEPARTMENT 
0...-JOJC Or TJilll OIUIU' OW' NAVAL 0l:J&Iit.AT10N8 

WASHINGTON 
6 January 1938 

My dear Mr. President: 

The following personal letter trom Admiral Yarnell ot 22 December received t his date is quoted as containing ex­pressions or his personal opinions that may be or interest: 

"Since my last letter or 28 November the situation has changed quite materially in many r espects . The Japanese Army has captured Nanking and Wubu and are novt some distance on the north bank or the Yangtze . No definite statement bas been made by t hem as to how much farther they will advance in this area . General Matsui has issued a proclamati on stating that his troops need rest . Also, a large number of troops have been withdrawn for the South China expedition. At present the Japs are fighting around Hangcbow with the idea of capturing that city, which they will do soon. I doubt whether the Japanese can remetn stationary in this area, and they will probably be forced by circumstances to con­tinue their advance later on t o Hankow and probably north along the railway line toward Shantung, 

"A landing is expected in South China soon , and large numbers of troops have been sent to that a rea . It is probabl e that they will land in Bias Bay and also in the vi cinity of Macao. The idea is to capture Canton and out ott the supplies now coming into China via Hong Kong and the Canton-Hankow Railway . This campaign is naturally causing much uneasiness among the British and also the French. Admiral Little is now in Hong Kong with the bulk or the naval forces and Admiral le Bigot is leaving tor Saigon very shortly. 

"Another expedition against Shantung will undoubtedly take place in January. Since the des truction of the Tsingtao .mills the Japanese see no further need of delay in entering this province. I think they want Shantung more than anything else in China, and t his t ime they are going to take it tor keeps . Han Fu- chu , Governor or Shantung , has been doing some fence straddling since the affair bas began, but I think has now come out openly tor China and the Japs eee no need of wasting further effort on him. 



"In North China a puppet government has been established, 
but the Chinese connected with it do not carry much weight . 
The Central Government issued a recent proclamation stating 
that all Chinese who accepted positions under such govern­
ments were traitors and would eventually be shot . This , of 
course, bas e certain discouraging eftect on the acceptance 
ot such positions . 

"IVitb regard t o Russia, I am inclined to believe that 
she will come into the war in the spring. To what extent the 
r ecent wholesale executions throughout Russia have effected 
the morale or the Army is a question. There is no doubt 
that the Russian Army can put up a much better fight than 
the Chinese Army, due to the tact that they have the neces­
sary equipment in the way of artillery and aircraft. Also, 
t heir aviation should be as good if not better than the 
Japanese . It is quite well established that the Japanese 
have sent their best troops to Manchuria in expectation of 
a war in this area. The bulk of the troops in t his area are 
reserves, which probably accounts tor much of the looting, 
burning, and raping that bas been going on toward the Chinese. 

"The Japanese policy in China was stated by high Japanese 
officials to one of our officers t o be, first: the destruction 
of Chinese military forces and all Chinese industrial establish­
ments; second, annihilate British influence and prestige through 
planned incidents; third , take over all Chinese institutions 
such as the customs, salt gabells, and anything else t hat will 
insure some quick returns to Japan. 

"There is no doubt that these are really the policies they 
are following out. They are systematically looting and burning 
all Chinese mills and factor ies in occupied areas . In Nantao , 
the Chinese suburb south of the French Concession, they have 
stripped and burned over 70 Chinese mills and factories since 
occupation . This accounts for the continuous tires that have 
been going on in that area and which their spokesman said were 
due to Chinese incendiaries . In view of t his , we can hardly 
blame the Chinese tor burning the Japanese mills in Tsingtao. 

"All of their actions since the present affair began 
toward the British indicate that they intend to drive t hem 
out, While this policy is not so apparent towards Americans, 
they are undoubtedly just as anxious to get us out as they 
are the British. 

"The Italians are openly and avowedly in support of Japan 
in her present campaign in hopes of getting some droppings 
from the table , They want concessions and special trade agree­
ments and are bootlicking the Jape at every turn in the hope 
that they will get concessions later on . 
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"One phase ot this war Wbich I had not expected o t the 

Japanese is their ruthless cruel ty toward tbe Chinese. Killing 

ot non- combatants is an ordinary occurrence and the Chinese 

populace ere so terrified that up to the present they refuse 

t o return to their homes in any ot the occupied territory. 

The number or dead in this war due to wholesale shooting, 

sickness, and starvation will run into the many millions 

before it is over. As an example or what is a common occur­

rence, I am enclosing a copy ot a report ot one incident Which 

cams to our attention . 

"A phase or Japanese mentality which has been quite ap­

parent dur ing the PANAY incident is their utter lack or any 

sense of truth or honesty in the statements that they make. 

They will make any statement which they think wi ll tit the 

situation , and when it is proved to be a lie will say "So 

eorry, mistake ," and make another statement which is just as 

bad as the first. V~en a major- general resorts to such tactics 

it is not too much to believe that the high of fici als in Tokyo 

will do the same . 

"The younger officer element in the Army have asserted 

themselves very forcibly in two recent occasions. The first 

one was in the case or the march or the Japanese Army through 

the International Settlement . This was forced upon General 

Matsui through hie staf f and against his wisbes. The second 

striking case is that or Colonel Hasbi.mot o, at WUhu , who 

tired upon the British ships and told Admiral Holt that be 

bad orders to tire on everything in the river. Colonel 

Hashimoto has a checkered career, and is one or the numerous 

trouble makers in the Japanese Army . 

"The Chinese Government as it is now constituted intend 

to continue the war as long as it is possible . Bow much 

longer this will be is a quest ' on, but China is a huge country 

and can cause Japan a great deal of difficulty yet before the 

latter can say t hat the war is over. China bas nothing to gain 

now by asking for peace . Peace would mean that the yoke ot 

Japan would be f i rmly secured on Chinese shoulders . Japan did 

not realize at the outset or this war the extent to which 

there had been a growth or nationalistic reeling in China. 

This is tar more widespread than even ~Y ot the old China 

hands understood. There is today throughout Chine a universal 

and deep- seated hatred of the Japanese which is not going to 

be eliminated tor a long . time. 

"With reference to our own policy, it is my firm conviction 

that we should s t ick with England and France in ~11 dealings 

in the Fer East . It is inconceivable to me that we as a nation 
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are going to give up our rights of t rading or living in 
China and confine our activities to our own continental 
limits . As tor pull i ng chestnuts out of t he fire, England 
s t ands to pull jus t as many out tor us as we do tor her . 
It these three countries stand together they can domi­
nate the situation in the Far East. If they do not, they 
will be defeated singly and in detail . " 

Tbs President , 
The White House . 
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COPY 

COt:PANY "E" , SECOND BJ..TTALION 
FOURTH MARINES , SECOND lf.ARINE BRIGADE 

SHANGHAI , CHINA. 

~'E!~O~l P'OR: Major Edson 

6 December, 1937. 

About 1130, 2 December 1937, Marl L. Pryor , PhM3/c USN rendered 
first aid treatment to a Chinese coolie, name unknown , who had been 
wounded by a Japanese soldier . The coolie , an employee of the 
Standard Oil Company , was attacked across the river from the Shanghai 
Power Plant while supposedly working on a Standard 011 Company barge . 
The coolie had received a butt stroke to the left jaw and the left 
side of the face , causing a laceration about two inches long on the 
Jew and minor abrasions on the left side of the face . He bad re­
ceived whet appeared to be a bayonet wound on the left side of the 
head , causing a smal l hole , causing possible fractur ed skull or 
concussion or the br ain . He had been bayonetted in the left fore­
arm, the bayonet rupturing the brachial artery and passing through 
the ar m. He was unconscious and suffering f rom loss or blood , shock 
and exposure in addit i on to his other wounds . The corpsman applied 
co~presses to the head wounds and arm, and stitched the lacerated 
Jaw with silk ligature . No narcotics were administered . The ~an 
was taken to the hospital by a Shanghai Fire Brigade ambulance . 

My knowledge of bow t he incident actually occurred is hearsay, 
but aft er questioning several people who witnessed it, I learned 
how it happened. The Japanese attacked the coolie and bayonetted 
him , inflicting the above-described wounds, and then knocked him 
in the river. A Japanese launc~ then passed t he coolie and t wo 
rifle shots were fired at him, both misses . One of the Shanghai 
Power Company boats went out and hauled the man aboar d , and brought 
him to the Po1ver Plant, and 14r . W. , 1. Jourdin requested the corpsman 
administer first aid, 

/s/ J .C. VcHaney, 
Second Lieutenant, U.S .J.!a r ine Corps. 
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My dear Mr . President: 

DEPARTMENT OF STATE 
WASHINGTON 

January 29 , 1938 

I send you herewith ror your information 

' copies of an aide- memoire given today to the 

British Embassy and a record of an oral statement 

made by Mr . Hornbeck i n connection with the CO!ll­

munication of the ai de-memoir e . You will note that 

Admiral Leahy and Gener a l Embick have been informed, 

with written record , i n regard to t hese mat tel'S . 

Faithfully yours , 

Enclosures: 

Copy or aide-memoirs to 
British Embassy, dated 
January 29, 1938; 

Copy of oral statement, 
dat ed January 29 , 1938 . 

The President , 

The \'.'hi t e House. 
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AokDowle4Saaot 1a aa4a or reoa1pt or tha Br1t1&k 

Jabeaa7' • a14a--o1re or laouar7 16 on \ha auli Jeot 

or w1\h4rewal or aatalll lahaeo\a 1o north Chloe. 

'l'ha Qoyarnaeot or tha Uo1ta4 Stataa woul4 walo,_a 

.xpoa1t1oo or tha Br1t1ab OoYarttsaDt'• rarareooaa ~ 

tha Br1t1ah Aallaa .. 4or 1otora tha Br1\1ah Oo'l'aroaeo\ 

that tha Goyaroaaot or tha Un1ta4 Stataa 1• aak1D& 

plana t o wlth4raw 1ta praaaDt araa4 roroa at T1cta1o, 

two battal1ooa ot \ha 111\h Raeillct u . s.A., oo or 

about Karoh 4, ao4 alwl tanaoualy to ae.o4 tra. PalplD& 

to T1aota1D, to ba atat1ona4 t .. porarllJ at T1eota1n. 

t wo ooapaolaa rroa tha aarlna suar4 wbioh thia GoYaro­

maot oow haa atat1ona4 at Pa1p1aa, laaY1DS at Pa1p1D& 

two oo.panlaa or that ~~&Ar4. 

Dapar~aot or Stata, 

1'/aahi JI&t OD, l&nWirJ" 190 1988. 
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The Government or the Uni ted States i s ma.king 

plans to withdraw its present armed force a t 
'rientsin, t wo battalions of the 1!5th Regiment U.S .A. , 
on or about March 4 , and simult aneously to send 
from Peiping to Tientsin , to be stationed temporarily 
at Tient sin , two companies from the marine guard 
'.lhich this Govern:nent no·:• bas stationed at Peiping, 
leaving at Peiping two companies of that guard . 

(NOTE: The above is an excerpt from an aide-memoire 
handed today to the Bri tish Embassy i n repl y to an 
aide- memoire from t he Br i tish Embassy of date Janu­
ary 26 . 

Copies of the above have been given t o Admiral 
Leahy , Chief of Naval Operations, end to General 
Embick , Deputy Chi ef of St arr . ) 



(NOTE : 'l'he statement hereunder was made orlll.ly toUr . Mallet, Counselor of the British Embassy , by Ur . ~ornbeck, at the time or banding to Ur. ~allet t he Depart ment ' s aide-memoire o:t' today• s dat e on the sub ject of changes to be made i n the disposal of American armed forces at Peiping and at Tientsin . 
Copies have been given to Admiral Leahy, Chief of Naval Operations, and to General Embick, Deputy Chief of Staff,) -
The making of arrangoents for these changes 

necessarily involves issuance of orders and 
beginning of execution or orders well in advance 
of the date on which withdrawals and transfers 
are to beco~e effective . In order to give the 
Br itish Government time to consider vmat changes, 
if any, i t may desire to make , effort will bo 
made by the Anerican Government to avoid, for a 
period of at least one week , publicit y with regar d 
to the changes which it is preparing to "'.e.ke . ·:e 
cannot underta!ce , however , ab solutely to guarantee 
t hat t his effort will be successful. 

January 29, 1938 . 
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(ltOTEI The atateaent hereunder wa1 aade orall:r 
to Mr. Mallet, Oounaelor ot the Britilh m.ba••r· b:r 
Yr. Hornbeok, at the ti'• ot handing to Mr. Ka let 
the Department'• aide-a..oire ot toda:r'• date on the 
eubJeot ot changea to be made ln the diapoaal ot 
American armed toroea at Peiping and at Tient ain. 

Oopiea haTe been £1Ten to Aclmiral Leah7, Chief 
ot NaTal Operation•, and to General Embiok, Deput:r 
Chiet ot Start.) 

The aakins or arrangeoenta tor theae ohans•• 

neceaaarily inTolTea iaauance ot orders and 

besinning ot exeoution ot order• well in adTanoe 

ot the date on wbioh withdrawals and tranatera 

are to beco•e etteotiTe. In order to giTe the 

Britieh OoTern.ent tiae to oonlider what changea, 

i t an;r, it may dea1re to make, ettort will be 

made by the Aaerioan GoTernaent to aToid, tor a 

period or at lea1t one waek, publioit:r with regard 

to the change• whioh it ia preparins to make. We 

cannot undertake, howeTer, abaolutel:r to suarantee 

that thia ettort will be .uooeaatul. 



/ --
THE WHITI: HOUSE 

WMHINGTON 

CO!fFIDijN'fW. 

FebruarY 8, 1938. 

KB:JiORANDtru FOR 

THE SECRETARY OF STATE 

Does this require a 

replyf 

F. D. R. 
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Department or • l a te 

IUIU.AU l 
OIYIIfOH 

!I'! 

E'IC'I.O~ I IIR 
TCI 

I ~n•r drafled 

•UHllt Ill IH 

The President . 
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My dear Mr. President: 

' 

DEPARTMENT OJ' STATE ' 
WASHI NGTON 

rebru~ry 11 , 1938 

In reply to the question raised in your memor andum 

ot February 8, it eeema to me that the letter whioh 

Gener a.l Chiang Kai-shek addressed to you under date 

J anuary 30 and whioh was delivered t o you by the Chinese 

Ambaseador on ~'ebruary 7 does not require a reply. I 

would suggest that you authori ze the Department to write 

to the Chinese Ambassador here, maki ng acknowledgment on 

your behalf ot the r eceipt by you or the letter, and 

asking the Ambassador to intorm General Chiang Kai-shek, 

I r eturn herewith your memorandum ot February 8 and 

General Chiang A8i- shek' s letter ot January 30. 

Enclosures: 
wemor andum ot 

February 8 ; 
Letter trom 

Faithfully yours, 

General Chiang Kai - shek . 

The President;, 

'!'he Wh1 te House. 



Dear President Roosevelt : 

CHINESE EMBASSY 
WASHINGTON 

Ho.nkov1 , Jo.nuary 30 , 1 938 . 

I 1'/as ~reu.tly pleueed to receive on Janut~.ry 

24 throuah His .C:Xcellency the American Ambaeaador 

here a tel~ro.phic copy of Your Excellency ' s letter 
L '7 ?J 

of Ja.nuo.ry 11 in reply to my message of December 24 , 

19;)? , 

I have been deeply moved by the wo.r rn t one in 

~hich you have responded to my appeal . Your earnest 

hope for a settlement of t he preoent confl ic t with 

such reasonable prov isions as you have indicated 

coincides with t he very objec t of our sa~7llinary 

str~~Jle againot Japan ' s aggression and vandalism . 

We are not only <iefendin.; our 011n r i _;hts and our 

own national integrity , but ul so strivine for the 

preserva tion of t he ri0 hts a~ i nterests of all 

powero 

The Preoident 

The White House 

Wo.shi~ton , D. C. 
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powers concerned . In a s et tlement you have visualized , 

we will show due regard even for Japan's rights and 

leg itimate interests i n China . 

I am happy to learn that you are g iving constant 

study and t hought to t he problem of the ways a nd means 

wh ich may contribute most effectively toward promoting 

peace and fac i litating international cooperation . The 

United S tates has always played a leading role in t he 

promot ion of international peace and order in genera l 

and justice and ha~mony in the Far Eas t in part icular . 

Vie recall with gratification the histor i cal instances 

in which the United States endeavored to meet the 

disturbing co nd itions in this part of the world with 

t i mely and hel pful intervention . At t he end of the 

last century when China was going t h roug h the most 

trying period of her d i plomat ic relations , it was 

the Al!lerican Government which i nitiated (and has ever 

since upheld ) the principle of equal opportunity for 

the commerce and industry of al l nations. It was 

again through the effort of the Presid ent of the 

United S t ates of America as mediator that a Far 

Eastern 
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Eastern conflict i n t he be~inni~ of this century was 

brou&ht to an end . That the Vaehin~ton Conference at 

which the Pacific questions were d iscu ssed and settled 

owed its oriein and success t o the United States of 

America is a fact which is still f r esh in our memory. 

Your great count1•y has not onl y s 1gnif i cantly 

contributed t owar d the g eneral cause of peace and 

concord i n the Far East , but has from tine to time 

given exempl ary a ssistance of one kind or another to 

the Government and the people of China . The United 

Sta t es was the f irst country v~1ich r emitted t o China 

t he American portion of t he indemn ity of 1901. The 

~nerican univers ities and colleges have imparted useful 

knowl edge to countless Chinese youth who , i mbued with 

American i deals, have returned to render valuable 

service i n t he devel opment of t h is country . The Ameri­

can a enerous publ i c has g iven ue inest i mable aid and 

rel i ef in time of dire need . American financ i al help 

such as the Cotton and Wheat Loan hae c ontributed in 

no B~All measure t o China' s success in carryin~ out 

her plan of nat i onal rehabilitation and reconstruction . 

The .Alllerican 

• 
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The American Government we.a the first to conclude with 

the Chinese Governnent a treaty restoring to China the 

right to t~riff autonomy . Kll these and other instances 

testify to the traditional friendship which exiete 

between the United States and China . 

It is the acknowledcrec leadership of t he Amer i can 

Governmeut in t he common tusk for seeki n::; international 

peace snd security t hat ht.s led all other powers to look 

to the Unitec States for co- o,eration in dealinJ with 

the present catastrophe in the li'ar East . It is on the 

stren~th of the unexcelled Sino-American friendship 

that China naturally looks to the United Stutes for 

assistance during our mo~entous struggle for national 

e:::i st enc e . Permit ce , 1 r . Presiuent , to appeal to you 

once more to do ev erything possible to help hasten the 

end of Japan ' s aesression and the realization of the 

i deal for wltich both China and the Un i ted Sta.t<Hl of 

America firmly stanu . It is our urgent wish that the 

United ~tates will enable us to continue our resistance . 

I leave it to Your Excellency to dec i de what further 

measures 
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meaoures ~Y be adopted by t he United S tates t o orin~ 

about t he r inal set tlemcnt you have i n ~dnti . I t.rr. as 

conf ident ao ever t hat our common cause for peace and 

just ice for the sanctity of t r eaties and for orderly 

and amicable relationsh i p among nat ions i s des t ined 

to win . 

Very sincerely yours , 

Chiang Kai - shek 



--
NAVY D EPABTllflllNT 

orr10 II Or 'l"Bl£; ontltl' 01' NAV A.L OPJt:RATIONS 

W ABBINOTON 

19 February 1938 

Mn!ORANDU'..! FOR THE PRF.SID'ENT 

The enclosed copy of a let t.er reoei ved by Rear Admiral 

J .O. Richardson from Captain Ril ey F. McConnell , Chief or 

Starr , Commander-in-Chi ef, Asiatic Flee t , is rorwerd t.d as 

containing expres s ions or his personal opi nions on the 

Oriental situation that may be or interest . 



)4y dear Admiral: 

COPY 

UNITED STATES ASIATIC li'LEET 
U. S. S . AUGUSTA (Flagship) 

Manila, P. I . 
27 January, 1938. 

I recently came down here from Shanghai. While the events that t~ok place there are still trash in my mind I will endeavor to give you a rew or my impressions . 

The situation growing out or the Manchurian incident or 1932 has made the Nine- Power Treaty a dead letter. So long as Manchukuo remains under Japanese control no action can be taken under the provisions or t his Treaty. Some observers ha ve been optimistic enough to believe that the present Sino-Japanese conflict could be settled on the basis ot recognizing Japan's conquest or Uanchukuo and her agreement to withdraw her military rorces rrom South or the Great Wall. It would be very difficult to pr6dict China's reaction to such a proposal . The corner stone or Chinese policy, as enunciated by the Generalissimo , is that she will never agree to the alienation or any Chinese territory. The student class and in tact ell Chinese are solidly behind this policy. Japan could have had the friendship and cooperation or the Chinese people tor the asking following the 1927 incident . At that time China was badl y in need or advice and assistance . Japan was her natural ally. Among the Chinese people there was a very definite anti-foreign reeling , aimed particularly at the white races . Had Japan extended the hand or friendship on the basis or a policy or "Asia t or the ASiatics", China would have cooperated one hundred percent. A monopoly or trade in China would have been theirs tor the a sking. Unfortunately, commercial domination by normal methods will not satisfy Japanese ambition; the last thing they want is a strong China. What they really want is political domination with all that that implies in the Oriental mind . Even now m1litary leaders claim that their only objective in making war on China is t o make the Chinese like them -- t hat they are only interested in cultivating friendly relations between China and Japan! General Matsui recently stated that his bobby in lite is now end has always been to promote friendly relations between China and Japan. Such apparent contradictions or policy and actions render it quite impossible tor an Occidental to understand the mental processes or an Oriental. This simple but significant tact must be kept in mind when trying to analyze stated policies or construing national acts or the Japanese . 
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The relations existing bet'.veen the Army and Navy and the Civil 

branches of the Government in Japan present an extraordinary situation. 
The Army is in some r espects a very high~y disciplined organizati on . 
Accordi ng to t heir construction of the term, the mil itarists are 
extr emely loyal to t he Emperor. However, every man seems t o feel that 
he is the best judge of what should be dons to promote the interests 
of the Empi re . Troops mutiny , murder tbeir officers and even cabinet 
officiere, and are able often t i mes to escape punishment on the grounds 
that their actions were inspired by patriotic motives . Colonel 
Hashimoto, in command of the troops around Wubu, tells an Admiral in 
the British Navy that his orders are to f ire on any ship that movew 
in the Yangtze . As an earnest of hi s sincerity he keeps shore 
batteries trained on a British gunboat at a few hundred yards for a 
whole dey , threatening to fire if the gunboat makes any move to get 
underway, His seniors deny any knowledge of any such order and insist 
that he has act ed entirely on his own responsibility, al though they 
take no disciplinary action . 

The incident which occurred during the march of Japanese troops 
through the International Settlement i llustrates the conditi ons which 
exist in the Japanese Army. A Korean or Chinese th.rew a bomb into the 
parade and wounded a few men . A group of junior Army officers on the 
scene took charge of t he situation, present ed demands to the Commis­
sioner of Police and t ook action which later turned out to be very 
embarrassing to the Japanese Government. An officer f r om General 
Matsui ' s staff was sent to t his group to tell them to withdraw from 
the International Settlement , that the matter had been satisfactoril y 
settled . They refused to obey Gen . ral Matsui's orders. A delegation 
beaded by a Major General bad to be sent to the scene in order to get 
them to withdraw. A very prominent Japanese statesman states that 
t houghtful people in Japan are very much worried over the outcome of 
the present conflict in China, that the Army is out of hand and lacks 
strong top leadership , that "The Colonels are running the show. " 

The Civil officials of t he Japanese Government seem to be without 
any author ity insofar as either the Army or Navy is concerned. In 
fact, the military services seem to resent any suggestion that comes 
to them through Civil branches. We have an extraordinary situation . 
The Minister of War has no knowledge of the actions of the military 
commanders in the field; the military commaders in the field have no 
control over t heir subordinates, and every man is practically a law 
unto himself . In one breath the high command will insist that it has 
complete control of discipline and then aoknowleege its inability to 
control the pounger element. Press representatives are denied the 
privilege of getting any where near t he front lines or near the scene 
of any act ual fighting, l est they paint a too vivid picture of the 
murder , rape and arson that goes on in the wake of the Japanese Army. 
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A similar but less aggravated situation exiat e in the Japanese Navy. 

Thera is admittedly great profess i onal jealousy between the two services. The Army individually !eels superior to t he Navy . Each vies with the other !or influence and !or appropriations . Their policies are in conflict . The Army wishes to ex~and on the continent of Asia as the first step i n their great dream or Empire , knowing such e~an­sion naturally would be considered an Army achievement . The Navy wishes to expand South towards Borneo and the Dutch East Indies , tor similar reasons of their own. Their relations have often been ver y s t rained. Aa an example, dur l ng t he siege of Shanghai, the Navy drove a salient into the Chinese army lines in the vicinity of the Landing Party barracks in Hongkew but round t hey were unable to hold the conquered territory without reenforcements . The Army refused to send them reenforcements although the troops were availabl e . As a result , the Navy lost a gEeet many men end a b*t ter reeling resulted. 

There undoubtedly is a great e lement of weakness in the situation that exists in the Japanese mi litary forces today. The war Office has no idea what the Army is doing in the field ; the immediate and ultimate objectives are determined by the command in the field . The Mini ster or the Navy has no definite cont rol over what the Navy is doing; the Foreign Office has no information as to wbat either m! litary service is doing and as a result is constantly embarrassed by the actions or both; the Army is not informed what t he Navy is doing and the Navy is almost deliberately kept from knowing what the Army is do ing except insofar as combined operations make i t absolutely necessary. To en Occidental mind with a g rasp or the fundamentals or combined action in support of national policy t his all represents a chaotic condition. Some in.!ormed observers !eel tbat an open break between the Army and the Navy is not beyond the realm or possibility. 

Another example of the struggle that is going on between the two services is the situation in Tsingtao . The Army insist that the Navy stop at the water's edge and not put foot on land. The Navy insists that they will control Teingteo as they have in the past and as they do in Sector "A" of the International Settlement of Shanghai where the Nevel Lending Party is in control . The Imperial War Council was created i n an effort to eliminate this friction between the Army and Navy and to secure more intelligent cooperat ion. 

Japanese finances are in a precarious condition , as admitted by high officials in publ ic utterances , Ot course, the thesis that money 1e absolutely necessary to wage war wes exploded during the World war by Gernany . So long as a nation cen produce within its boundaries whet is necessary to oarry on war , money is not necessary. However , Japan is not in this situation. It is necessary !or her to buy most or the raw materials and much or the equipment she uses from foreign 
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~tries, The two nations that might obviously be glad to lend her 
&oney have none to lend. It seems quite certa i n that other foreign 

/

powers will not give her unlimited credit and the t i .ae will soon come 
when she will not be able to provi de essential war material s . The 
Army and the Navy refuse to take cognizance of this problem. They 
feel that paying or providing for their venture is a problem for the 
Civil Government. Bankers in the Orient say that if the Yen were 
all owed to seek its pro er l evel it would be worth only a few cente . 

The current militaristic psychology of the Japanese people is not 
a t emporary a berration, but a revered traditi on of the people. The 
fighting man has always represe,lted the top of the social scale . 
Japanese men are brought up in the tradition of the sword, not only 
figuratively but literally . The average man i s fed on t he fetish that 
the J apanese Army is invincible and that the Japane s e people are 
destined to rule the world . A natur a l result of this general att i tude 
in t he current hostilities is t hat t heir actions are becoming 
ntolerable. It is the rapidly crystal lizing opinion of all f o reign­

a here who have endured countless examples of t his attitude that 
ey will n ever be f i t to 11 ve with in t he family of nations unless 
d unt il they are defeated in war so t horoughl y t hat they will b e 
able to salvage a diplomatic victory. A Chinese historian writ ing 

a thousand year s ago described the Japanese peopl e as "Predatory 
Dwarfs". Some peopl e fee l t hat this description is stil l an accurate 
one. Events of recent years indicate clearly that they have no 
respect for the r ights of other people if such r ights conflict wit h 
their imperialisti c ambitions . They respect no treaty, no agreement , 
t hat restricts this dangerous urge . Their policy is: the complete -
political domination of the VI estern Pacific and nothi ng short or the t 
goal wi l l satisfy them. The separate branches of the Government may 
take different roads without close cooper ation, but the ultimate 
object i s the same, whether it be the Army on t he mainland, the Navy 
to the South, or commercial penet r a tion in all directions. 

As far a s t heir prospects of success in t he current case are 
concerned the occupation of Chinese territory i s proving, and will 
continue to prove , very expensive. The Chines e population is openl y, 
bitterly and actively hos t ile. All occupied areas must be strongl y 
garrisoned. Despite the rigid censorship on news coming out of 
Manchukuo it is definitel y known t hat there have been serious cases 
of mutiny and that J apanese cannot trust troops recruited from this 
area . The same situation exis ts i n Korea. The entire Chinese 
popul ati on i s united on one thing, and that is hatred of t he Japanese , 
The rapidl y increasing sol i darity of the Chinese people around this 
single pr inci ple i s a phenomenon which competent observer s beli eve 
will not be weakened by compl ete defeat of the Chinese Armies , 

It is di f ficult to s ee how Japan expects to get a return on the 
huge investment she i s making in the conquest of China. Available 
raw materials are very limited. Food has never been pl entiful. Years 
will be required to develop and obt ain these on any profi table basiS. 
Except in the capacity of middle- men receiving protection and subsidies 
from t heir government, the Japanese cannot hope t o compete with .Chinese 
in any industria l or agricul tural activity. Fur thermore, J apan l acks 
the necessary capita l to support development pro jects in China on a 

- 4 -



scale suff iciently l arge to ameliorate her own conditions . 
doubt ful it she can find the capital elsewhere . 

It is 

The passive resistance of 450 , 000 , 000 people will constitute a 
serious problem for the Japanese even if they gain complete military 
and political control . There is a chance that Japan may bleed to 
death economical ly, or starve to death militaril y, in Chine. The 
Chinese are del iberately luri ng them further and further into China 
in the hope that thi s will happen, Many competent observers fee l that 
Chinese strategy has a good chance to succeed. The enormous distances 
over poor transportati on facilities, the negligib~e r esources avail­
abl e in the conquered areas , and the passive resistance of the people, 
coupl ed with guerrilla warfare, present a tremenJous problem. 

Japan has in excess of one million troops on the mainl and of Asia . 
Demobilization of the JJE.jor portion of such a force will present a 
diffi cult end dangerous social and economi c problem, Moreover, the 
military want to compl ete the conquest of East Asia whi l e their war 
machine is geared for action and is enjoying the advantage of momentum. 
The i r troops are flushed with victory. Apparently the war spirit bas 
been f anned to a h i gh pitch in the homel and . In spite of some 
oppositi on to the costs from business there is consi derable enthusi asm 
in support of the Army. Officia l propaganda keeps this opposition 
well under control . 

The general opinion is that the best Japanese troops are i n 
Manchuria . Tremendous quantities of military supplies and equipment 
hqve been stored at strategic point s there and every pr eparat i on has 
been LJade to wage war against Russia or to be prepared to meet it . 
The establ ishment of Russian air bases in the vicinity of Vladivostok 
consti tute a very reel and serious threat to Japan . The expansion of 
the Russian Navy in this area, particularly the great increase in the 
number of submarine s, is very alarming. It is log ical that Japan 
shoul d take action before Russia can become fully consolidated in this 
area . It is quite certain t hat Japan wil l if possible insist upon 
contr olling the maritime provi nces and the northern half of Sakhal in 
i n the near future . However , her hands are tied until the Chinese 
incident is liqui dated . Hence their desire to have done with the 
Chinese problem as s oon as possi ble . The concensus of informed 
opin ion indicates that the chances are about one in three that Japan 
will b e at war with Russi a by ~he S=er of 19:38. J apan's war 
machine will have had i t s test and they consider it e qual to the 
task. 

The quest i on of peace between China and Japan is being con­
stantly discussed . Many feel that the Generalissimo should sue 
for peace now, that the terms will be easier now tha n l a ter , and 
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that there is nothing to be gained by prolonging the war . HO'Hever , 
the onl y pesos China oen get today is one based on an unconditiona l 
surrender , the complete, though 1uasked , aaori!'ioe ot her sovereignty . 
Japan would certainly insist upon the eliminatioo or all persoonel 
connected with the pre::.er.t Central Governwent or China. This 
\'JOUl d mean the rsmoval or the Generalissiluo t nd the Kuomintang 
from eny position or influence. For purely personal reasons , 
therefore , he could not accept peace at t his time . During the 
past ten years China has become united to a degree never before 
known and the current hostilities have greatly accel erated this 
movement . Chinese people , from the coolie in the s treet to the 
wealthy Taipan , want to see their country ruled and run by Chinese. 
They all have on abiding fait h that in the end , by some means , they 
will win in this conflict . No amount of suffering or loss o!' 
territory seems to shake this confidence . No government in China 
could possibly Clllke peace today abd rem.ein in power . Note the 
number of prominent Chinese who are being as3assinated through6ut 
China !'or pro-Japanese activity and !'or participation in puppet 
governments created by the Japanese . So long as the will to war 
exists among the Chineee people end so long as the cove rnnent can 
provide any reasonable means of military resistance, the Japanese 
will have a very real problem in controlling the occupied areas 
or China . 

The positiO•i or Chiang Kai-Chek in Chinese affairs cannot be 
overestimated . The Japanese fully appreciate his trenenious pcr.>er 
over the people . There is no personality in China today who can 
take the place Of the Cent>ralissil;lo . There is no other man who 
can command the loyalty and respect of the Chinese or all sections, 
!.~adam Chiang Kai-Chek is an extraordinary porson who has the greatest 
influence in Chinese politics . Some feel that she is even more 
influential than her husband . The co~bir~tion is a very strong 
one and could probably not be replaced tor a long t~e . They are 
essential to the establishment ot' any strong centralized government 
in China a t this tLwe . I ncidentall y , they boob have a genuine 
friendship for the United States . 

The Chinese people have never had imperialistic ambitions . 
Under Chinese leadership they have never threatened the peace of 
the 110rld . A strong Government in China 11ouild make !'or world 
stabilizati on and 1rorld peace . It is very much to the interests 
of the United States to fost er and support such a Government , 
not oLly tor t pose sound moral-political reasons , but for tho 
really tremendous trade possioilities which such supported 
stabilization would bring . 
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Current events , cltmaxine acta of the last si~ yenrs , ~ke it 
obvious that the Japanese atm is to drive t he white man t r om the 
Orient. Foreign bus iness , as well as military observers , r ecognize 
this object at las t. Foreigners wil l be able to r eeide and trade 
i n China only under such conditione ae Japan may dic tate. In 
furthering this policy they deliberately i ntringe the righte or 
third powers , etirring up Justifiable res entment and ill-will . This 
anti- Jspaneee reeling is gaining momentum throughout the world and 
bee become a very important rect or in determini ng ruture Japanese 
action . The r ecent attitudes of laboring elements in England and 
the United States are e igniricant. The situation has become clear­
out in spite or the promisee or the Japanese government . Th e 
recent terms handed to the Chinese Ambassador in Tokyo a re the 
final proofs . They are rapidly achieving a "fait accompli" as was 
done in Ethi opia . An army in possession cannot be voted out or 
conquered territory. The white race must either fight to defeD4 
its equal righte in China or get out or the Orient. 

An intereeting que~tl on in most people ' s minds at t his time 
is the relative rat ing of the Japanese armed f orces with those of 
other first class powers . This 18 a di fficult question t o answer, 
because in t he current hostilities they have not met forces in any 
way comparable to those ot a moder n power. Although the best 
Chinese troops put up a dogged resistance , they were not supported 
by aircraft or artillery to any appreciable exten t , and had practi­
cally no modern transport . The success ot the Japanese troops , 
therefore, who had s uch support to a very marked degree , is not 
an accurate criterion or their r eal caliber . 

Ho·t.ever , the following obser vations can be made as reaeonabl.y 
accurate: 

(A) PERSO~I 
(1) Tar individual courage in combat 1e unquestioned . 
(2) They withstand phys ical hardship in the t'ield well and 

cheert ully, even on their poor ration , 
(3) They a re indefatigable workers , constantly training and 

drilling , and are willing to do l~bor battalion work. (•J The troops are capable or raet mobility on toot over 
considerable periods. 

(5) They show frequent definite instances of stupidity, but 
such examples may in many cases be traced to the Oriental 
manner or doing tbi nge . 

(6) A satisfactory state of i nternal. discipline exists . 

- 7-



OPli:RATIONS: 
Clj They were thorougbl:r prepared tor expeditionary duty. 
{2 Their supplies of ammuniti on, equip~ent end means ot 

transport were adequate . 
(3) Their eystam ot improvised supply in the Shanghai­

Nanking a r ea was the outstanding feature ot those 
operattons. 

(4) The unrestricted ni ght operations in the Yangtze or 
their light craft and trans port without casualties of 
any extent showed the boldness and skill of their 
s eamanship. 

(5) The extensive aerial operations, with few casualties 
due to their own mis takes , disproves conolusivel;r the 
old theor:r that the:r cannot fly . A heavy proportion 
ot their pilots are enlisted or warrant ratings . 

( 6) The mill tary operations i n the Sbenghai-Nan.lcins a rea 
proved that the;r have abandoned their former doctrine 
ot needless sacrifice ot men when an initial advantage 
or objective can be seined by artillery or a i rcraft 
activities . 

(7) The great activity in ocean and r i ver transport indi ­
cated the great value of her large reserve ot seamen , 

(8) The troops are well trained to operate and tight at 
night . 

(9) Their intelligence syst em is extensive and painstaking 
in thoroughness , though obviously cumbersome and in 
many oases pointless. 

(lO)From observati ons or gunfire from ships i n the river at 
shore targets it would appear that t heir theory of tire­
control is baaed in volume ot fire ~ather t han accuracy, 

(ll)Evidence would indicate hi gh velocity in secondary and 
minor caliber guns . 

Faithfully and sincerely your s , 

Rear Admiral J . o . Richardson, USN, 
Office or Chief or Nave l Operations, 
Navy Department , 
Washi ngt on, D. c . 

Riley McConnell 



l.(E!JORANDtn.l 

mliTrD STATES ASIATIC FLEET 
U.S. S. AJGUOTA (Flagship) 

A few strnv s showing which 1·.ay the wind blows . 

In an interview with the !Jagazine "Kaizo" on Jl December, 
General IJatsui stated , "* * * I have received no instructions from 
IllY Government and all that happens in Shanghai is decided solely on 
my responsibili ty . In principle I do not recognize neutrality of 
foreign settlements , therefore I intend to exerci se China 's sovereign 
rights over concessions and if we act wi th determination foreigners 
will respect our authority . It is necessary from time to time to 
demonstrate our strength and I will take advantage of a favorable 
opportu.Yii ty in the future to do something on this line" . 

Official Japanese reports state , "Japanese nav&l and militury 
aircraft have made 13 , 000 flights s i nce lJ August , 600 at Shanghai , 
1200 at NankinG, 500 at Canton, 900 on C&nton- llankow and Canton­
Kowloon Railways , and 660 on Tsi npu and Lunghai Ruilways , remainder 
on llupeh, Hunan, Honan and Kwungeh . Japan has lost no v.arshius and 
only 65 plar>~s while Chi na has lost 27 warships and 659 nlanes 11 • 

If Ben Franklin was correct when he said "Every knack is by practice 
capable of improvement" , then the Japanese skill in ilandlint, aircraft 
must be gr eatly i mproved as a result of this war . 

As a b:lsis of discussion the follov.int; mi ni mum peace terms were 
handed to the Chinese Ambnssador, Hsu Shi h Ying, before his dep" ture 
from Japan on 20 January : (1) China •s adherence to anticomintorn 
pact ; (2) Economic cooperation with Japan and 1q,reement to ,.ive 
Qreference to Japanese in employi ng technical experts and auvisors ; 
(3) V.ithdrawal of Jayonese troops except those in Peipint, , Tientsin, 
Chahar and Sui yuan, to be effected after China signs anticoointern 
arreement ; (4) Chi nese l.!ayor s for Shanghai, Tsingtao, TiPntsin and 
Pei,ing to be nomi nated by Japanese . 



J1liX;ULA'l'IOllS !'f.RTkniD;<, Jl RE.:lml!l'; Ts 
DESIR D'O 70 RETUm; TO THZIR HOMES IN HOl/GKX\7, 

~'"!>'""a 'IIIlo vant to ""'Ploy Foreisn and/or Ch inese houce boys slid emelle 
requested to sublllit through t he Jep~nese Police Force of the S . Ll .G, 

the Ja panese Consulate Ge neral sn upplieetion describ ing the 0111ployeee 
net ionUity, addrese, nar.a, profeseion , e e classificsti on of occupe tion 
wi th triO copies Of un ployees pbotogre phs attached t here to , Cant rol of 
l ights s hell be strictly obaened. For this purpose all th e residents 
are l1eouasted to have necessary devices 'IIIlich wi ll ho ve to undergo 
inspectio n by the S . IJ .C, Japanese Police . Those who went to employ 
Chinese servants ere requested to previously subnit t o t he J&psnese 
Consulate Oererel on eppl1cet1on together with two copies of pho toc rephe 
ot each servant end meke such employees assemble et t he C<lrden Br1dse by 
10 s . m. on the appointed dey , These employees will be sent to t he 
I solation f!.ospitel where they 11Ul be detained over-night 1\:lr tho purpose 
or under goil!; medical exemin.ation end exem inetion excrete, preventive 
i nject ion egeins t cholore and veco i noti on . 

]lnployees on the followi~ li!Orni~ ere requested to c ell et the Japanese 
Consulate in Order to reo e1Ve e note of cuthentication e rd tll'.ln E!P to the 
Garr i son Beedquertera at the Japanese Club in order to receive a pees . 

curfew - 10 p . m. to 5 e .m. 

The li.erket will be opened to ell residents between the hours of 5 e . m. 
to 9 e . m. 

Foreigners return i ng to d i stricts North o f t he Creek ere especial l y 
reouested to resp ect t h e sentry on po i nt duty et the Gerde n Brid!)6 end 
at street corners by g iven e g entle bow end wilbing him e "GOOD UORNINO•. 

Foreigners must realize that the Jepmeae soldiers doing srch duty 
represent the J!1,:PEROR OJ'' JAPAN , 

Speciel pessee will be g iven to those having Japanese fr1enda and i t ls 
hoped t hat everyone wishing to live in Hongkew will meke friertls with 
t he Japanese, Jepenese ladie e, 150 from the Tokio Higjl School , well 
versed i n En8l1sh ere now in Shanghai tor t he so l e purpose of being 
better acquai nted with Foreigners . Further details r~ording interviews 
etc,, with those ladies will be furnishe d e t t he Japanese Club in t he 
office or the Secretet'Y to t he Commertler of t h e lievel Fleet in Sheng!llli . 

Foods tuffs will be e old at 2~ dis count • Ss Ieee will bo free of oh6 rg& 
to those who drink to t he heel th of the ~peror end a ouant i ty not 
exceeding 2 l i t rea can be taken away each day . 

In t t.. event of Foreigners wishing to employ Japaneee ma i d servants thoy 
are requested to lll!lke application to the Garrison Commender a t the 
Japa nese Cl ub es soo n es possib l e as there are a limited numher of lle1 
Ssn!> , Bach elors need not apply , All single lll!ln w 111 be supplied with 
metes ee soon as re a te ere known . J,larried mn applyi ng for Nei Ssns 
will have t o obtain the consent of t heir wives. Foreigners who etaploy 
Nei Sons wil l be sntitled to one beth a week in any of the undermentioned 
Beth Houses in Hongkow , free of Ch8rge . Foreign ladies oen a pply for 
Japanese mate masseurs . Beth Houses ore situated a t:-

1 . 275 Range Rood 2. 5Q3 Boone Road . 3 , 1.20-A Woosu ng Rood . 

By Order of t h s Garrison CoDDDender of the Japanese 
E:rpedit1oner y force i n China, 



/ 
/ The following is quoted from a personal let t er wri" ten 

by one of our reliable offioers now stationed in China: 

"I was surprised to find that the .Tapanese are 

apparently a nation of drunkards, or at l east their 

military and naval personnel are such . Sinoe the aotive 

hostilities have pas sed out of t he area of Shanghai their 

liberty parties and garrison t roops hav e indul ged them­

selves in unbridled drunkenness and, in that s t ate, have 

committed some barbario outrages on the Chinese peopl e. 

In my opinion, this is the most dangerous source of 

potential trouble in the future, and for that very reason 

I would urgentl y recommend every possible pressure be 

exerted to dissuade the .Tapenese from introducing military 

or naval personnel i nto the limits of the I nternational 

Settlement in the peace and security of whioh we are 

interested. The Japanese, even when sober, are so 

intoxicated with the resul t of their victories that when 

drunk they beoome perfectly insane in their overbearing 

oonduct ." 

W&, 
0 ' 



lly dear llr . President: 

' c., J • .I 

DEPARTMENT O F STATE 
WASH I NQTON 

llaroh 4, 1938. 

With reference to our conversation of February 25 

in which you expressed the desire that the Department 

obtain information as to the nature and amount of 

supplies of arms and ammunition which were at present 

being received by t he Chinese Government, confidential 

instructions have now been sent to our consular officers 

at Hong Kong, Rangoon , Saigon, and Yunnanfu to obtain 

the information desired and to submit continuing reports 

at least once every two weeks. 

In view of the small st aff which we now have at 

Hankow, the War Department was requested to undertake 

to obtain the desired information with regard to the 

amounts of ariiUI and ammun1 tion coming to China from 

Russian sources in the north, particularly over the 

roads conver ging a t the oity of Lanchow. Officer s of 

the War Department have been instructed in th1B sense 

by the Secretary of War . 

The President, 

The White Houee. 
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Ae soon as the first reports come in I shall have 
a d i geet o! them prepared and send it to you . 

In accordance with your request I am re t urning 
herewith the confidential map you gave me and I enclose 
likewise in the belief that i t wil l be of inter est t o 
you a map prepared by W.I.D. indicating the most reoent 
information they have as to the r oeda over which arms 
and ammunition are entering China. 

Believe me 

r i 

i 
l nolosu.r ee : 

Two mapa. 



~hY OONl'lD&~AoL. <' ._ c ,_., .. , s 

~ubjeot : volume of ~ilitary ~uppliea 
Entering ~hina. 

wilitary suppl ies from abroad enter ~hina principally 

by three routes: la) ~anchow; (b) Fr ench Indochina; and (o) 

Hong Kong . 

Lanohow. (Kansu) . 

A r adio report just received from an ~erioan military 

observer who made a special trip to Lanchow gives informa­

tion as follows: 

Shipments or military suppl i es from Hus sia passing 

through Lanohow are estimated t o average less than 25 tons 

daily . i he material consists or aircraft supplies, including 

gasoline, bombs or various sizes up t o approximately 1 , 500 

pounds , machine guns and ammunition for artillery and small 

arms . During December, 1937, 15 antiaircraft guns and a 

few searchlights were received . Six light tanks arrived this 

year but there have been no furthe r shipments or artillery . 

~ total or 300 airplanes of all types, which is believed to 

be the entire shi pment expected, has already arrived at 

Lanohow. Trucks in use on this route have a capacity of 

three tons. 'l'hey are guurded by armed Russians en route 

and by Chinese guards at halting points . £rom 120 to 150 

truckloads of material are now arriving weekly. l:!trict 

secrecy 

I 
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s ecrecy on these shipments is being maintained end 

information is most diff icult to secure. 

It is estimated by officers of the liar Department 

that the ammunition end aviation gasoline entering 

China by Lanchow is primarily for the use of the Russ ian 

equipment, suoh as airplanes, anti-aircraft guns and tanks 

shipped by the same route, The present flow of muni tiona 

is believed to be sufficient to maintain those weapons in 

action. If the tonnage capacity, as indicated above, of 

this route is utilized for general munitions, it is believed 

that the volume would be sufficient to supply the needs of 

only about three and a half divisions (45,000 to 55,000 men) 

engaged in military operations. 

The American military observer who visited Lanchow 

has been directed by the War Department to forward more 

detailed information via air mail. This air mail report 

should reach Washington in approximately two weeks. 

French Indochina. 

Military supplies entering China via French Indochina 

are shipped by two routes : (a) by rail to the Kwangsi 

border (Lungchow) and from there by motor direct to central 

China or to a transshipment point on the Canton-Hank:ow 

Railway; and (bl by rail to Yunnantu. 

A radio report Just received from an American 

mili ta.ry observer who made a special trip to Lungchow 

(on 

, 
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(on the h.'\o1anss i s i de or the l\wanss1- Indocb1na border) 

s ives information as rollowa: 

Since lo'ebruary 7 an embarso bas been established on 

shipments by rail or munitions :!'rom other than £renob 

sources . Alter warch l the embarso also included ~ranCh 

mat erial . lhile the French Colonial K1n1stry is reported 

to have authorized munitions shipments , the local Governor 

General is reluctant to permit their passase tor tear or 

Japanese reprisals . The ambarso does not apply to articles 

which can be classed as commercial . Under this liberal 

interpretation, airplane ensines, ensine parts , sasoline , 

oil and many other articles may be shipped. A hishway 

from Donsang, on the railway in ~Tench Indochi na, to 

~weilin, capital of Awenssi , via Nanning , able to take 

five-ton loads, is now complete. A hard surfaced road 

connects Dongang with Haiphons . A water route is also 

open via \luohow. 

The American military observer who visited Lunschow 

has been directed by the War llepartment to forward more 

detailed information via air mail. This air mail report 

should reaoh Washington in approximately two weeks . 

\iitb regard to the statement that since February 7 

an embarso bas been established on shipments by rail 

t hrOugh French Indochina, the American Embassy at Paris 

telegraphed 



-. 
t elegraphed on APri l 2 that according t o the French for eign 
Office there had been no change in r rench policy which is 
to approve applications for shipments ordered prior to last 
August and started before October. The Embassy reported 
further that t here bed been some evasion of the French 
control end that other shipment s which originated in French 
Indochina were not strictly subject to the control. ~be 

Embassy stated that because of France ' s own milit ary needs 
the French munitions supply to China had been considerably 
d1mlnished . 

\lith regard to Yunnanfu, the American Consul at that 
place reported under date January 29 that there had arrived 
at Yunnenfu a shipment of war Daterials consisting of 32 
light tanks , 6 or 8 a i rplanes, and 1800 tons of explosives, 
mostl y bombs . 'l'he Consul reported further that he under­
stood that another shipment of 1500 tons was then at Haiphong 

awaiting transportation to Yunnanru . 

Hong h.ong. 

It has recently been learned that the Government of 
Hong h.ong is forwarding fortnightly t o London det a in 

r egard to war mater ial passing through Mong h.ong . The 
American ~bassy at London has been asked by telegraph to 
r equest that the Dritish Government supply it with these 

data fortnightly or monthly . t:o repl y has as yet been 
r eceived from the ~bassy at London . 

Under 
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Under date ~·ebruary 25 the American Consul General 

at l:iong Kong reported that, based on first-hand observa­

tion, the traffic in war materials via Hong ~ong appeared 

to be substantial and continuous, '1'he Consul General 

forwarded a report by the Hong Kong correspondent of a 

Japanese newspaper giving a list of supplies r eported to 

have reached (.;hina through hong r..ong between ~·ebruary 1 

and ~·ebruary 15 . 'l'he consul General expressed the opinion 

that these figures were not greatly exagger ated. 'l:he 

f igures are as fol lows: 

l<'rom America: 15 oases of machine guns for 
aeroplanes, 500 tons of gunpowder 
and other explosives . 

From rlritain: 27 aeroplanes, 700 tons of gunpowder 
and other explosives, 250 tons of 
quasi-explosives, 26 tanks , 500 cases 
of sulphuric acid, 2 motor l orries , 
15 anti-aircraft guns, 1,500 tons of 
bridge material, 100 tons of r ailway 
material, 200 tons or other war 
supplies. 

From Denmark : 6 cases of machine guns for 
aeroplanes, 2 , 000 tons of quasi­
explosives. 

From Germany: 

From Holland: 

From Italy: 

20 motor l orries, 200 tons of railway 
material, 100 tons of other war 
suppli es . 

1,500 tons of quasi-explosives, 
150 motor lorries, 100 tons of bridge 
materiel, 1,000 tons of railway 
material, 400 tons of bombs . 

5,000 tons of ammunition, 100 cases 
of sulphuric acid, 300 tons of other 
war supplies . 

From Norway 
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2~ oases of machine guns , 
1,000 oases or sul phuric 
aoid, 11~ motor l orri es , 
500 tons or bri dge material , 
~0 tons or barbed wire . 

As turther indi cative or the volume or t rattio 

through Hong Kong ot military supplies and related 

materials, there is enclosed a list of certain ex­

por ts to Chine from Hong Kong tor t he period 

November 1937 to January 1938, inclusive, as sup­

plied by Hong ~ong port authorities. 

Burma. 

A turther route which may become or importance 

in connection with the supply of arms and munitions 

t o China is from Rangoon to Lash.io, ra.ilhead in Burma , 

and thence by motor truck to Yunnan. A motor highwe,y, 

approx.imately 550 kilometers in length, i s now being 

built from the Burma bor der to Tali, a city in western 

Yunnan from which h1ghways l ead to central China 

and Szechwan via Yunnantu and KWeichow. Recent 

reports trom the Consulate at Rangoon indicate 

that some 200 , 000 coolies are working on this 

road 
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road and that strict orders have been issued ror its 

completion by May . It is believed, however, that even 

if a r oad or some sort is completed by that time it will 

not be practicable ror use by motor vehicles during the 

rainy season from June to rfovember. I t is also believed 

that the potential importance of this route has been 

exaggerated in the pr ess , as the geographical difficulties 

in the way or construction and maintenance are enormous . 

The non-completion or a motor road connecting Burma 

and Yunnantu does not , or course preclude the possibility 

t hat small arma and ammunition may be brought in by pack 

animals over the r oute to be followed by the road or over 

the main caravan routes !rom Bhamo and ~itkyina . I t 

would probably take in the nei ghborhood .of sixty days to 

transport goods from Rangoon to central China over either 

or these routes. 

Chinese Arsenals . 

Chinese Government arsenals can manufacture limited 

quantities of small arms of all types , machine guns , trench 

mortars , light artillery , and ammunition !or these weapons. 

Hand grenades and airplane bombs up to 300 pounds are also 

manufactured . China must or course import certain raw 

materials to complete the manufacture of these munitions. 

Conclusion. 

The int'onnation so far received is not suft'ioiently 

comprehensive to atford a basis for making an estimate as 

to 
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to the volume of military supplies entering China from 
abroad. Upon receipt of the air mail reports from the 
.Ameri can military observers who visited Lanchow and 
Lungchow and of an air man report expected from the 
Consul at Rangoon , and if the British Government furnishes 
the information which has been requested or it in regard 
to the transit through Hong Kong of military supplies , 
there may be available data on the basis of which an 

estimate can be made . 

Enclosure: 
List of exports • 



/ FI)N(} KONG EXPORTS '1'0 CHINA 
NOVEMBER TO JANU'ARY INCLUSIVE 

Telegraphic and telephone inetrumente . 
Electrical accessories ...........•.. . .. 
Electric wire and cable • ......•....... 
Radio and wireless apparatus ••....•...• 
Dynamite •.... . . .. ... . ... ... ...... . ....• 
Detonators and fuses • .... • .........•..• 
.Wotor car tires . ............... ....... . 
Medic ines •. ... • ........... ....... ...... 
Fi rearme •.............• • .............• 
Ammunition •....•... .......... •..•....• 
Petrol ... . ........................ . .. . 
Lubricating oil •. ..................... 
Kerosene • ... ...... ..... • .••........... 
Di esel oil ...... . .................... . 
Fuel oil • •............................ 
Cement . ....... . ......... . .......... .. . 
Iron and steel bars • ....... . .... . .... . 
Iron and steel sheets •......... .. ..... 
Qe.lvanized wire • .......... • .......•..• 
Iron w·ire • ... ... .... . ..... ..... ....... 
Iron and steel scre.p .. ... ...... ..... .•• 
Tin ple. t e .. . ........ ..... .. ....... . .. . 
Motor care • ...... . ....•....... ....•... 
llotor lorries . .................... . .. . 
Motor lorry chassis •..••..•.•• .. .. • • .• 
llotorcycles ................ . ....... . . . 
ArtDOred care (small) • ...............•.. 
Aeroplanes and part e • . ............... . 
Thousands ot tons R/R supplies 

Hd ?25 ,000. 00 
310,000.00 
?00,000.00 
150,000.00 

45,000.00 
?0 ,000. 00 

1,300 ,000. 00 
890,000. 00 
eoo ,ooo.oo 
600,000.00 

8,000 ,000 gallons 
1,900,000 gallons 
?,000,000 gallons 

15,000 tone 
10,000 tons 

600,000 piouls 
120 ,000 piouls 

50,000 piculs 
40,000 pioule 
60 ,000 pi cule 
50,000 pi oula 
?2 ,000 piculs 

90 units 
eo uni te 

250 units 
150 unite 

45 units 
60 large cases 
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My dear Mr. President: 

' ,/ . (.._ .... -
DEPARTMENT 0' STATE 

WA8HINQTON 

llay IS, 1938, 

I am transmitting to you a copy of an a1r ma1l 

report dated April liS received by the War Department 

from the military observer despatched to report the 

entry into China of war materials through certain 

point s in French Indochi na, 

Vie a r e s till awaiting e report with regard t o 

the traffic t hrough Lanohow, 

Believe me 

Enclosure : 
Report f rom Military 
Attach~, Canton, 
Apr1l 15, 1938. 

The President, 

The 'llhlte House , 



h'anlltn 1'1 . RoOtl,. . .. , Lt~r~J 
; •·· .. OEGl ~ Jt=t= 

DUO OIR. ute.t <s;u~ 

llpa\-~ 

286?-1!-4;)9 
848 

American Embaaey 
Ott1oe ot t he M111tary Attache 
Canton, Oh1M 
April 16, 19;)8. 

Subject: 8h1paent Of war ~ter1ala Into IOUtbweet China. 

To: Aeo1etent Chief o! Stat!, Q-2 
War Department 
Wuh1~ton 

The f ollowing report 1s subm1tte~ 1n oompl1&~ce 
with radio 1natruotiona or the War Department, March 9, 
1938, and after perrorcance or the travel directed 
thereby: 

1 . IUneral'Y. By ete&l'er from Hong Xong via 
Ho1how, Halnan, and Pal<hoi, Jrwangtung, to Ha1phong, 
French Indo-China; thence by rail to Ha.noi and to 
Yunnantu an~ return to Hanoi; by ra1l and bua to 
Langson and Lungchow; by bus and oar to Nanning and 
Wuchow; by steamer on West River to Hong Kong. 

2 . French prohibition of tr~nBi t of muni tions , 
At Haiphong, thru tbe Chinese Central Government agents 
in charge or munitions ahipmenta, I tlrat learned that 
on February ?, 19;)8, the governor general at Hanel, al­
legedly acting un~er inatruet1ono trom Parle, had tor­
bidden further ehlpment thru Indo-China ot munitions 
from countr1ee ot origin other than Franoe; and that 
further, during the first week ot Karch, 1938, this 
prohibition had been extended to oover eh1pmente or 
French origin, 

The imme~1ate erteot of the firet order was to 
block shipment or 1400 tons or Rueehn mun1t1ona , 
halt the cargo or the SS •Lord Corcoran' which had 
been unloa~ed at Haiphong, the first hal t havi ng al­
ready been shipped to Yunnant\1 by French ra1lroad. 
From the general ott1cer representing the Chinese amy 
in l!ano1 and 1n charge or munltione ehi pmenta, I 
learned that only three daYS notloe wae given before 
the promulgation or the first orderi that of oourae 
he had found 1t impoaa1ble to move 400 tone 1n that 
abort tice, that the supplies were et1ll on lighters 
or in godowna at Haiphong and that all aubaequent et­
rorte to obta1n permission to ship had been to no ava11 . 
Even authority to eh1p to Hong Kong or P&kho1 had been 
refused, and the Ohineee repreoontstive was at hie w1 te 1 

end, with storage and l i ghter chargee tor dangerous 
goods mounting 4aily and no 9roepeot ot relief. At 
one t1<ne he had been prom1eed that he could ship these 



/ cun1t1oiUI by junk out ot Haiphong, and a&ld he had a t ele­
gram from his embaaay in Perla stating that the Frenoh 
government had author1&ad thia move , but up to the time 
ot my departure trom Kanoi on April 2, the pr om1ae had 
not been kept , 

The eeoond order wat not eo d1aaatroua si nce i t in­
volved no eucb large oh1pment, but t wo French Oewoit1ne 
planee, aaeembled in Hanoi, were caught there1 t he other 
tour or a first shipment on an order for thirty , hav1ng 
been sent knocked do wn to XUnnan •here French mechanics 
were assembling them, The Chinese bad at the time I lett 
some hope that the new Blum governcent would modify the 
!)roh1b1 hon. 

~. Reaaone for the French attitude, From many con­
versation• with Chinue and French military and eiv11 ot ­
fieialt, and French and f oreign civili an•, I could die­
cover no detinite r eaoon tor the 1nt erd1ot ion, The Chineee 
would have given much to know the anewer. The French mili­
tary simply i ndicated that ' they had nothing to do with 
polit1cl, ' 1n itself perhaps a e1gnif1can t statement, 
From the sources mentioned however, I gathered the fol­
l owi ng poesible r easons: 

.!• Japanese threats {1) to bomb the French railroad 
1n Yunnan province - vulnersble becaue e of many tuMele 
and bridges; (2) to sei&e Hainan Island - otrategic threat 
to Indo- Ohina and especially to the new French base at 
Camranh, now sai d to be under construct i on. 

~· Hesitancy and vacilla tion or the governor general, 
Who appeare to have no great re!)utation, and who , accord­
ing to eome sources, teare to take poa1t1Ye acti on in view 
of the ~reeent uncertainty and instability of the French 
cabinet, 

~· It wae even suggested 1n some not irresponsible 
quartera t hat a sum ot money ju41o1oualy spent might al­
l eviate the s1 tuation, 

~· A French bluff to oecure Oh1neae signatur e to 
the contract for railroad =ater1ala and equipment t or 
the new Xwangsi railway , (Beat information available , 
however, leads me to believe that i t ie the other war 
r ound, and that the Ch1neee haYe declined to e1gn the 
propoted cont ract unleao the French prohibition ia 
lifted,) 

4, So~e and efteot ot the ~roh1b1t1on, The oon­
sequonoe or~e French action 1s ~t no muniti ons are 
paseing in to China thru Tonkin. I oaw no el gna o f any 
suoh shipments along the Yunnan railway, the rellroad 
to Langaon , or on the b1ghwars in X•ang81, and ali per­
sona interrogated confirmed the tact that there ia no 
t ransit o! such goode. I wae told, however, by one of 
the beet informed Frenchmen in Indo- China, that the 
prohibition woul d not apply to such oategoriee as mot ore, 
parte , gaeoline and oi l, cotton or yarn tor unif orms, eto., 
or any supplies Which, even though i ntended f or mi litary 
use , can be cons1dsred no commercial shipments , 



0. 1n • a. To 
Yunnan: pmen a to unnan ve been sent 
dlrect by rallroad from HaJ.phong thru Hanoi to Yunnantu. 
Thence the Oh1neee plnn is to make uee or a convoy or 
trucks (they have 86 , moat or which are Grahane) along 
the Yunnan - Kweiyang - Chungking road, or trom Kweiyang 
to Ohangaha, althou~ these roads are not ot the beet , 
eepeo1ally ae t o bridgee, ~d the haul ia long and d1t­
ticu1t , Becauaa bridgee were out on thoae routes , prac­
tically no eh1pa enta h&vo gone thru noently trom Yunnan, 
except one or airplane boaba, 

Sh1pQenta to Yunnantu include the following: 
(Sources: French and Chinese ottiolale in Haiphong, 
Hanoi, and Yunnanru - at the latter place in conJunc­
tion with Kr, Paul Keyer, American coneu1. ) 

Oct . 3, 1937 , French origin: 60 tone or?~ mm trench 
mortars and aomunition 
tor eame. 

Oct, 29, 1937, French origin: 160 tone ooneiet1ng or 
tour ?6 ""' mountain guns 
with ......,un1t1on; 10 toni 
of nall arc• 8lilllun1t1on. 

Jan., 1938, Rueeian origin (55 Lord Corcoran ehioaent) : 
32 8- ton tanks· 6 air­
olanee - low-wlng QOno­
p1anea, eing1e-aeat, single 
motor, 12 to 1~ rt. Wing­
spread to p speed 250 plus 
mph, tor use or advanced 
flying school at YF -; 
50 4? mm antitank guns; 
660 toni of airolane 
bombt, mot tl y 100- and 
500-lb; 330 tons artil­
lery lhelle; 260 tons 
M1ecellaneoue including 
some field guna, number 
or cel1ber unknown, ruaea, 
and AJ:~muni tlon. Total 
eome 1600 tons. 

The remainder or this cargo still at Hainhong: about 
1400 tona, oon81oting or airplane bombs, meetly l OQ..lb; 
artillery ammun1 t iODJ ruses; gun sights, etc, (Note 11 
In this connection the Chinese representative at Hanoi 
told me that one or the worat or hia worr1ea wao that 
the interdicted lhip•ent contained e1ghta t or gun.s al­
ready shipped to Yunnan, ruses tor bomba already shipped, 
etc. Note 21 He &leo eald that the Chinese waoted to 
ehlp the tanka to Kwangsi, but that the French ino1ated 
that they ahould go to Yunnan, whence 1t 11 extreQely 
d1ft1cult to 1110ve them to points where the)' oan be ueed,) 

February, 1938, French or1g1n: 4 Dewo1tine pursui t planes; 
459 oaaea or anti-aircraft 
machine guns; 9J5 cases 
(35 tone) or AA machine 
gun ammunition; 400 case• 
( 2.11 tone ) of ? • 52 mach1 ne 
gune and ammunition; 



146 ton. or lQ-kg. air 
bombs; 40 t ons of ruses; 
24 t on• or mieoel l aneoue 
ammunition; 3~4 tone of 
lQ- and 60- kg. air bombs. 

b, Gasoline 
companies.) 

and oil shipments to Yunnan: (Souroe: 
on 

Number or eases ehi~ed in 
Nov . Dec. Jan. Fe~ Total 

Stanavo Avigas 87 octane 4454 1063 2496 111111 8013 
• • 74 .. 4978 4464 5969 6026 21437 

Shell aviat i on spiri t ?8 2~00 il/111 II !Iii 111111 2000 
(12,500 still in Haiphong) 

lllfil 111111 Shell avi ation eplri t 80 111111 7125 7126 
(18?5 still in Haiphong) 

111111 fill II 111111 Shell avi at i on spirit 87 5120 5120 
(88?0 sti l l in Haiphong) 

111111 Stanavo engine oi l /1120 960 1100 940 3000 
• • • /1100 /IIIII 100 II/III 111111 100 

Texaco on 11120 /IIIII /IIIII 538 262 BOO 

Also a shipment of 14, 182 drums (of 63 Americ an gallons) 
or Ri chfield moto r gas was 111ade in February, and a n ad­
di t i onal shi pment in early March amounting to 1292 drums . 

(Note: I n this connect i on , avi ation school at Yunnanru 
usee about 200 cases per !lying day . Operations started 
abou t the middle or November, 1937, eo they stil l had 
on hand about t he end of March eome ei gh t months stock, 
i .noludi ng that i n Haiphong ready ror shi pment.) 

(1) At Pakhoi, the very narrow channel and i n­
adequate dischar ging facil ities l imit i ng use or the 
port , and its vulnerabi l i t y to J apanese air raids make 
it unsatisfactory ae a port of entry, Altho there is a 
newly-opened road to Nanning, negotiable by motor oar 
in about seven hours , no quant ity shipment s ot munitions 
have been made thru t his point. 

( 2) Shipcent e· t or Kwangsi vi a Nankua n from Haiphong 
go l>Y barge or l ighter up an arm or the Red River to 
Phu-lang-thuong, the trans-shi pping point Gn t he Hanoi -
Ls.ngaon - Dong Dang rail way, thence by rail t o the rail­
head, Dong Da.ng, where they are t ranoterred t o trucks , 
The new highway from Ns.nk.uan Juat over the borde r from 
Dong Dang, runo thru Nanning and Liuohow to JCweilin. 
I t i s cocplete as to roadbed, but about hal f the br idges 
ar e ot t emporary wooden cons tructi on of 5 t one capaci t y 
and Llthou~ these are rapidly being r eplaced by stone 
and concr ete st ructures of over lo-ton capacity, i t will 
be several months bef ore t he r oad is entirely complete 
and ready for all likely traffi c conditions. This mai n 
highway does not pass thru Lungohow, which ls 30 kil omet er a 
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awa:~, up an all-weather, but narrow, tw11t1ng mountain 
road, No quantity ahipments have been going thru on 
this Kwangu route recently, ohieny because - according 
to the chief of the general star r offioo in Nanning -
the troops at the front are supol lcd d irectly by the 
Centr~l Government, and the provincial needs are llmlted 
to trai ning requirODen te, Howner, the provlnoi.al au­
thorltlea are m&ltlng great errorte to coaplete the bridgea 
on the highway, and, ln conJunction with the Central Gov­
emaent, liave etarted orork on the new ra1l•a)' . 'fori< be­
gan on April 2. The rallwq will be ro\W'Il)' oarallel to 
the l!!&ln hlghwq, and Will be cons tructea for standard 
gauge, with lli& Ximua grade 2~, but at firet, at leaet a a 
tar aa Nanning, meter gauge will be used to tie in • i th 
the r renoh ra1l• &Y• at Dong Dang. Th1a llne Will hardlY 
be completed wi thin two yeara, however, and if the Canton -
Rankow railway should be out , ohief reliance must be 
placed on the Kwango i highwa:~ . 

(3 ) Thru Wuohow the tratt1e i e all by river, either 
stea=ers, or towa of Junta . In January eoae 3000 aerial 
bombs, mostly loo-lb., were shi pped in, and, according 
to local toreignere, are still in storage in that v1cln1t)', 
No other conelderable ahioment ct munltiona had been ob­
served, but large quantides or gasoline, b enr.ine, and o11 , 
have been tranoported thru to Liucbow, Kwe1lin, and other 
interior pointe, and ~1 trucks tor military use ~ve 
gone the a.ne wa)'. I personallY obaerved a shipment or 
20 trucks loaded on Junks, being towed up the West River 
from Wuchow, For extensive muniti on& shipments, however, 
th i s r oute ia far too vulnerable to J ap8ne&e alr r aids , 
since almost dally thelr planes fly over the delta region, 

b, The Burmn route: Uuoh see~a t o be expected by 
the Cliineae from thia route, but in 11¥ opinion it Will be 
a long time before the road can euetaln quantity ship­
ments by motor truck. The two ends or the road are now 
in fair shape t or light traffic, i,e,, from Yunnan to 
Sialtwan (near Talitu), and from Xatha on the Burma ra1l­
wa:~ to llengahlh, but the center sect1on from Siakwan thru 
Paoshan to llengahih , about 200 kilometera of the moat dlt­
ticult construction, ia far from complete, aocor dlng to 
reliable reports, and will require at least six months 
and probably a year before it is ready tor traftlc , 

7, Commento, Obviousl y, so long as t he Kowl oon -
Canton - Rili1kow ra11wa:1 1a int act, t he French prohibi­
tion will not have much effect, but in the event that 
this line ia cut , the Chlneae supply problem will become 
extremely acute, and all freight routee into eouthweat 
Chlna Will be eorely needed, since it will r equire t he 
t aci l 1t1ea or all or them to take over the vol~e or 
t raffic now going thru Canton, It i a t h erefore vital 
tor the Chlnoae t o f1nd some f or mula tor oeouring re­
peal of the French prohibition, 

F, N, ROBERTS 
Capt , , Int., COL 

Assistant llilitary Attache 
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June ll ' 19;58, 

/.!E!.IORANDtnl FOR 

TH€ SECRETARY OF STAT€ 

Thi e 1a shown me in groat 

cont1dence bY Roy Howard. Please 

read and return and show to no 

one else . Please aleo note ea-

poc1ally the last few paragraphs , 

P. D. R. 

)ll 
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WASHINGTON 
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!HE SIORI!Aftr or StAtE 
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eont14enoe b7 - Howr4. n ... 
rea4 aa4 retvn an4 abow to • 

••• elM. n••• &lao note ea­

peo'•'17 the 1aat t• p&ftiNIIIba. 

r. D. a. 

This letter f r om w. H. Donald, 
Madam Chiang Kai-shek 1 s advieor , 
waa returned to Mr. Early t o 
return t o Yr . Roy Howard. 
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wY dear ur. President: 

- ~--

DEPARTMENT OF' STATE 

WA8HINOTON 

June 24 , 1938. 

On t he basis of available i nformation, including 

reports !rom American military observers and from Ameri can 

consular officers at Hong AOng, Canton, Yunnantu, tiaigon 

and Rangoon, the War Depar tment has prepar ed a letter under 

date June 115, 1938, giving an estimate or the munition.s 

tratfio i nto Chi na . I enclose a copy or the War Department's 

letter, with appendices . I believe that you will be 

especially interested in t he penultimate par agr aph ot the 

\lar Department's letter and in the map accompanying t he 

letter. 

li:nclosures : 
Fr om the War Department , 

June 15, 1938, with 
appendices; 

Ka,p . 

The President, 

The White Houl8 . 
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Dr11art111rnt of ~tatr 

E:-.'C I.OSllRE 

"' 
l.euer drafled 

The Pres ident. 

•-·----• I 'II 
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The !lonorable, 

•All DEPAR'I148NT 

Waabington, D. c. 

Tba Secretary or State. 

uear 1lr. Secretary: 

June 15 , 1938 

Reference is made to your letters or Uarcb 2 and 7, 
1938, asking that data as to the volume of military auppliea 
entering China via Lanchow, aanau and Lungchow, ~wangai be 
secured tor the information of the ?resident. In a letter 
dated April 20, 1938 I informed you of t he contents of 
radio r eports r eceived from American military obaervera sent 
to those points . Si nce then additional information has been 
received which enables me t o give you a more complete esti­
mate or the munitions traffic into China. Therefore the 
following information is submitted. 

It is estimated that over seventy-five per cent or the 
military supplies imported into China since the start of 
the hostiliti es have been routed through Hong hong. 'l'he 
routes of entry tor the remainder in order or their 
importance are French Indo China, Russian Turkestan, 
Awangchowan (French leased territory on the h.wangtung coast 
220 miles southwest of liong AOng) , loiacao , and llurma . A 
negligible amount of military supplies ~ enter China 
from ~iberia via Urge. Similarly small quantities~ peas 
through the Japanese blockade into ports on the China Coast . 

Extensive road and railway construction and improvement 
are now in progreas with a view toward bettering communica­
tion• with countries bordering China and so f acilitate ship­
ments of military aupplias . In Yunnan, the caravan routs 
from 'l'alifu to Burma is being improved into a road sui table 
for wheeled traffic, and an extensive road net ie being 
constructed connecting Yunnanfu , the terminus of the French 
railway from Hanoi, with roads leading north, east and west. 
In ~wangsi railroada and roads are under construction con­
necting the railway terminus at Langson, .r'rench .Lndo China, 
with the Canton-Hankow railway vie Nanning and 1-'Weilin. 'J:he 
long route from Russian Turkestan has in large part been 
made suitable f or heavy hauls in all weathers. 
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The material imported consisted primarily ot the 
t'ollowil181 

(a) Aircraft and aircraft supplies . 
(b) lxplosivea and otber components tor the manufac­

ture ot bomba, artillery ammunition, trench mortar ammuni­
tion, small arma ammtnition and hand grenades. 

(o) Small arms ammunition. 
(d) Artillery •mmmition . 
(e) Waohine guns and small arms. 
( t' ) Antiaircraft guns and ammunition. 
(g) Antitank guns and ammunition. 
(h) Artillery and trench mortars. 
(i) Tanka and armored oars. 
(j) Aircraft bombs . 

Little art1llel"1 (other than aa indicated above) has been 
imported since the start ot' hostilities. 

Germatl1, until its recent decision to cease shipping 
muni tiona to China, furnished the largest percentage aa 
well as the l argest variety or military supplies. Other 
countries furnishing muni tiona in order ot their probable 
importance are Russia , Italy 1 England, France, United States , 
belgium, SWeden , Austria, SWltzerland and Denmark . The 
heaYy German participation i n the munition trade to China is 
probably due to a barter agreement between the two countries 
concluded in 1955 and t o the presence ot' the German advisers. 
Practically ell the materials purchased t'rom Germany can be 
procured elsewhere provided China can secure the necessary 
credit or provide foreign exchange. 

Chinese claim they now have sufficient supplies on hand 
tor one more year or warfare. 

It ie ~elieved that the militar.r 1upplies now being 
imported into China together with the reserve on band are 
sufficient to maintain the Chinese torcea in def ensive 
operations on the present extensive scale. It is' estimated 
that a minimua reserve or tour months' supply or essential 
military supplies are now in China either in arsenal• and 
supply dumps or en route thereto. 

From the atandpoint or supply, continued large scale 
Chinese operations are contingent upon the maintenance ot' 
Chi na' s purchasing power abroad, upon keeping the present 
route via Hong Kong open until efficient substitute r outes 
can be established, and upon continued ~hinese occupation 
ot the areas containing important Government arsenals, 
particularly those in the Hankow a.rea. 

-2-

Sincerely yours, 

(Signed) LOUIS JOHNSON 
.A.oting Secretary ot' liar. 
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APPEh'DIX "A" 

HONG kOI'IG 

Shipments passing through Hong Kong originate from all 
countries mentioned in basic letter. According to official 
British figures the following types of material passed 
through the port during the period from August 8, 1937 to 
~arch 31, 1938. These are shovm with countries of origin. 

I a I Airplanes, airplane machinery and parts -
United States , England, italy, Germany . 

(b) Explosives and ammunition components -
Germany, united States, ! taly, .r·re.noe, Sweden. 

I c ) Small arms e.mmuni tion - l:>'Weden, Germany, 
England, Belgium, united States, France. 

(d) Artillery ammunition - Germany. 

(e) Machine guns and small arms - France, 
Germany, United States, Belgium, l:>'Weden, 

lfl Antiaircraft guns and ammunition­
Germany, Switzerland, .li'rance, ~>-weden . 

(g) Antitank guns and ammunition - Germany, 
Switzerland, Austria, ~'Weden. 

(h) Artillery and trench mortars - .!!'ranee. 

(i) Tanks and armored cars- Hussia, Italy, 
Germany. 

( j) Airplane bombs - Germany, Italy, 

From Hong Kong mil! tary supplies are shipped over the 
Canton-~owloon railway to Ganton, then over the Canton- Hankow 
railway to designated points in Gentral China. The water 
route between Hong AOng and Ganton is under Japanese 
surveillance . British steamers refuse to take muhition 
cargoes and ~hinese vessels can carry them only at the risk 
of attack by ~apanese naval oratt. 

Japanese air a ttacks on the ~wangtung railways have 
been comparatively ineffective , Since the start or hostil i­
ties it is estimated that t hrough railway traffic has been 
halted for a total period of 10 days, Despi te t he present 
continuous bombardment or Canton, no reports on the inter­
ruption of railway traffic have been r eceived . Complete 
interruption or traffic between Hong ll:ong and Canton, before 
adequate alter nate routes are completed, will have a s erious 
though not immediate eff ect on Chinese fi#hti~~ ~ower . 



,APPENDIX "B" 

fRENCH DIDO CHINA 

Practically all munition shipments that haYe passed 
through Frenoh Indo China originated in Franca and Russia. 
Large quantities or American aYiation gasoline haYs also 
been transported, Fr ench shipments have included aircraft, 
trench mortars, and a few mountain guns . Russian ahipments 
contained aircraft, bombs, tanks, antitank guns artillery 
and artillery ammunition. A shipment from Helgium over this 
r oute i n Deoemberi 1937 is r eported to have contained 18 
batteries or arti lery, •,000 oases of ammunition, 1,000 
machine guns and automatic rifles and 300 trucks . 

Haiphong is the principal port or entry. Direct 
shipments to Yunnantu are made over a narrow gauge railway 
running Yia Hanoi, New and iaProved motor roads from 
Yunnantu now lead to Chungk11'1g and to Hankow Yia Kweiyang 
and Changsha. Shi pments are also made to J..wangsi via 
Langson, French Indo China. Langson is connected with 
Haiphong by a branch railway line. From Langson a good 
highway leads to Lungchow, Nanni ng and J..weil1n, lill in 
Kwangsi Province. Direct river traffic between Lungohow, 
Kwangsi and Canton, via Nanning is also available . Press 
reports state that a Fr ench syndicate has agreed to start 
immediate construction of a railway from Langson, French 
Indo China to 1~anning, Kwangsi. A railway connecting 
Nanning with the Canton- liankow railway via k.weil1n i s now 
under constructi on. Nhen these railways are completed they 
will form an alternate direct munitions route i n case the 
Canton-Aowloon or the southern section or the Canton-Hankow 
railways are out. 

Local French authorities placed an embargo on munition 
shipments to China, not of French origin, on l''ebruary 7, 
1938. In M8roh the embargo was made t o incl ude French 
munitione . The embargo did not. include commercial material, 
i ncluding airplanes, and was fairly liberally interpreted, 
Many oases marked "pianos" and "machinery" probably contained 
munitions . Recent reliable reports state that the embargo 
will soon be lifted and that France wil l again openly ship 
munitions to China. 



APPENDIX "C" 

RUSSI AN 'RJRKEST.AN 

Shipments !rom Russia over this route included 
aircraft parts (aircraft are normally flown across), avia­
tion gas, bombs, antiaircraft guns, machine guns, small 
tanka, ammunition , and searchlights. I t is believed that 
this route is used primarily to supply and maintain the 
Russian mat erial flown and shipped via this route into 
China . 

Supplies are routed via the Trans-Siberian Railway to 
Novosibirsk, then over the Turk- Sib Railway to Serglopol 
and Alma Ata. From these points shipment continues by 
truck via Urumchi (Tihwa), Rami to Lanchow, ~ansu. From 
Lanchow good roads lead to Sian, Shenei , on the Lun~hai 
Railway. It is estimated that the truck trip !rom the 
railroad on the Turk-Sib Railway through to Lanchow, 
A&nsu takes 23 days, The maximum supply possibilities or 
this route under present conditions a re estimated at 
100 tons per day. The actual deliveries, however, are 
believed to average less than 25 tons per day, Shipments 
or ammunition are under all Russian control . Motor repair 
stations have been established at Urumchi, Rami, Lanchow 
and Sian. 
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J;PPE:iiDIX "D" 

KWNfGCHO'NAN 

K'wangohowan 1a a strip or territory on the h.wangtuJ18 
coast about 220 miles southwest or Hong Kong. It was 
leased to France ror gg years in lQOO . While there is a 
good harbor at .l!'ort Bayard, no docks are available and all 
ebipments must be ligbtered ashor e . A good road extends 
rrom .o'ort Bayar d to the >lest lti.ver which gives direct 
water ooomunication t o Canton and to awangai. Forty new 
White trucks are reported to be in operation on the bOrt 
.cayard- lfast River road. l•o information is available as to 
the type or quantities or material being shipped over this 
route • 



..u>PE..'IDll "l:." 

MACAO 

The Portuguese authorities at ~aoao are making every effort to prevent shi pments or munitions from passing through the Settlement . Hmvever, a considerable amount of railway material bas entered China via ~acao . Small soale smuggling of munitions is also reported, 



At present this route is conf ined to caravan travel 
between the stations of the burmese railways at A~itkyina , 

ohamo, and Lashio , and Talitu i n Yunnan . A good road exis ts 
betv1een Talifu and Yunnantu . At present Chinese authorities 
are bendi ng every effort to build a road suitable tor 
wheeled traffi c to connect Talifu with the railways. l hey 
clai m that it wi ll be r eady for operations this summer. l he 
difficulties in building this road are great, as it must 
cross two mountai n ranges and the headwat ers ot the ~eking 
and Salween rlivers . Until the road is built, onl y a 
negligi ble amount of small anus ammunition can be trans­
ported along this route . 



June 24, 1938. 

MY dear Ur , Pree1dent: 

On t he baa1a of eYa1lable i nformati on, i noluding 

reporte troa Alllerioan 111111 t a17 obaerYen and rroa Amer1oan 

oonaular otfioer a a t Hong Kong , Cant on, YUnnenru, l:laigon 

and Rangoon, the War Department h .. prepared a letter under 

date June 1~ , 1938 , giYing an eatiaate or t he ~unitiona 

tratt1o i nt o Chi na . I enoloao a oopy'or t he oar Department'• 

l etter, with appendioea . I bal 1eYe t het you will be 

eapeoially int erested in the penultimete paregr epb or t be 

\1ar Depart~Hut' • l etter and in t he lUJl aooompaey1ng the 

let.ter. 

Jait htUlly youra, 

lnoloauraa1 
Vr om t he War Depart..nt, 

Jwae 111, 1938, wi\h 
append1oea1 

llap. 

The Praa14eot, 

The \ihi \e Hou ... 
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DEPARTMENT OF STATE 

T HE SECRE TARY 

' 
Jul:y ;50 , 19;58, 

Dear Mr, Forster: 

This 1e t he memorandum about whioh 

I spoke t o you on the telephone , 

Secretary Hull requests that it be 

put in the pouch tor the President. 

!.!any thanks, 

Sincer ely, 

• J.lcBri de, 
to t he Secret ary. 

Hon. Rudolph Forster, 

The White House, 



July 28, 1938 . 

PROJECTS UNDER DISCUSSION FOR 

FINANCIAL ASSISTANCE TO CHINA . 

There i s under di scussi on a project f or the 

::)Ur chase by t he Jhinr.se Government f r om t he Chrysler 

Corporation of automobi le trucks to t he number of a 

t housand or more , with possible participation by t he 

Export - Import Bank i n the f i nancing t o the extent of 

25 percent , or some like amount, of the sales value . 

Si nce t hese trucks would not be considered as 

falling under the embar go provisions of the Neutral ity 

Act rel ati ng to arms , ammunition and i~plements of war , 

and since int ernational trade is at least otherwise 

supposed to be carried on as usual , the Department Of 

State , Mr . J esse Jones and Mr . Pi erson are favorably dis­

posed , The Treasury Department is apppr ert' y unf a vorably 

disposed . If thi s policy were adopted , and i f then there 

should be any ob j ect ion on t he par t of any person or offi ­

cial on the score of i ts ai ding China , the act i on t aken 

would be justified on the theory t hat we ar e not called 

upon to abandon trade r el ati ons ; t hat i t would increase 

our export trade ; t hat i t would t end to offset a growing 

opi nion , especially in China, t hat this country constantly 

decries armed aggressi on but does nothin.; toward prevent ing 

aggression ; and that i t is in keeping with the general 

spirit and i ntent of the "good nei ghbor " principle . 

It 



- 2 -

It will be rem~bered that last tall we, ae a 

signatory or the !Une Power Treaty, while mak1118 no 

mention of or reference to the broad doctrine or the 

aggressor , did expressly declare Japan a violator, by 

virtue ot her invasion of China , or the Nine Power 

Treaty. 

The Brit ish Government recentl y announced t hat 

the Chinese Government had applied to it for a loan 

of ~100,000,000 for support or China' s currency; 

that the British Government could not make such a 

loan , as it had no authority to make a loan; bu~ t hat, 

if British banking interests should undertake to 

make such a loan , it woul d look upon the project 

sympathetically . A British press account stated t hat 

it was understood that the Br itish Government Y~s in 

part influenced by apprehension of the possibil ity or 

an adverse r eaction from Japan . 

We of the Department of State teel that , in 

reference to a project such as that ot giving credit 

in connecti on with a possible purcbese of trucks, 

the Japanese would of course deprecate favorable action 

on our part but would not be able to otter any reason­

able ob jection and would not be moved to venture upon 

any serious action by way of or on the theory of 

reprisal. 

00 

There 
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There is also under discussion a project for 

purchase by the Chinese Government of cotton goods and 

flour , from this country, on the basis of possible 

financing in the form of a credit by the Export- Import 

Bank . The Chinese Ambassador approached 1u· . Pierson 

l ast week on the subject of cotton and wheat ; Mr . 

Pierson said that it would be preferabl e to discuss 

cotton cloth a nd flour . The suggestion has been made 

tentatively that the terms and specifications of the 

cotton and wheat loan of 1932 might be made use of in 

arranging for the setting up of a new credit on similar 

l ines . trr . Pierson apparently reels that this might 

be practicable . The Department of Agriculture is, I 

understand , favorably disposed in principle . This Depart­r"'" .~. 'V' t;, tt-L .... .t .... 11 • ; ;., ~ 
ment feels that some effort along ~hat line at this 

I\ 
t i me might be useful. 

00 

A suggestion has come from a prominent Chinese 

business man that an arrangement be made whereby the 

American Government (or some agency thereof) would 

purchase and the Chinese Gover,mnent (or some agency 

thereof) would sell a supply of tungsten . This proposer 

states that the Chinese are sel ling tungsten to Germany 

and Italy and are getting the tungsten out of China by 

way of Hong Kong ; and tha t the Chinese are buying against 

the 
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the proceeds needed suppli es . This proposer states that 

China might be abl e to suppl y f or sal e to the United 

States as much as 750 tons of tungsten per month , and 

that the current market price i s about $1 ,100 per ton . 

This proposer suggest s an arrangement Vlhereby some 

such amount per month over a period of many months 

would be contracted f or . This Department has made 

inquiry of the War Department and has ascertai ned that 

the War Depart ment is desi r ous that a reserve supply 

of tungsten be laid up , that the \lar Department would 

be favorable in principl e t o the making of a substantial 

purchase , and that the War Department estiJnates indicate 

that a figure of 6 , 000 tons for a reserve supply of 

tungsten for our general national needs would not be 

excessive . 



THE WHITE HOUSE 
WASHINGTON 

October 14, l9J8. 

UC:IlORANDtnl FOR 

THE SECRETARY OF STAT~ 

TO READ AND RETURll 

F . D. R. 



ROGER S. 0RE!N! 
541 l.I NCOLN STI\IIT 
W ORCBSTIR, MASS 

It appear• that tho ... rio&D pooplo and their sovora..nt bolioYol 

1 . !hat tho ChinoM oauM 1D tbe Par laatorn -r 11 juat. 
2. That 1 t would be to our adY&Dto.~e it" China .. iDtaiDo here indol'eDdenoo, on 

IIIah ground a u th .. •• (a) ._.rioan trade would have a bettor ohanoo 1 (b) a better 
balanoo or powu in the Po.oifio will be oreo.tedJ (a) aureooiYO nation• .. y learn 
that thoy oannot attempt oonquoot at their nai&hbore with impllllityJ (d ) our expento 
tor a......,.nt .ay bo reduoed. I boliove &leo that tuturo ooonoalio oo10pet ition between 
iaat and lfut will be lou aouto it" the Chinooe donlop their roeouroeo tor th..,oolYOo 
than it they booaa. enalaved to Jap&noeo iDduatey ao Japan ia planning. Tho &orioan 
C:O...r oial Attao~ in China oharoo thia opinion. 

lt tho aboYO viow of .-.rioan opinion 1e oorroot, ought we not to aot to pro1:10to 
tho oDd we oonoidor deoirablo, just and advo.ntatoou o to ue? 

Joining in the war would not be approvod by our people and 10ight bo oppoeed on 
100re fundament al ground a oxoopt u part ot ooJDbinad pro ssure froiD eevoral nationo, but 
other and eo.to Mane ee ... avoJ.l•blo • 

.&n oJibargo on the export to J~<p&n ot raw .. toriala and other artiolea neoo ooary 
for -r would bo reaaonablo. Japan 1e now t rying to buy abroad only artiolea believed 
neooaaary, direotly or indirectly, tor war. Japan baa food enough tor hor people • .&n 
oJDbo.rgo would bo sate from aorioue or1t1o1m on hUI:I&Ditarian groundo. Tho petrol•= 
p roduote, 100tale, 100tor oquip10ont and maohinery ,.. are eending Jap&n are more 1Dd1e· 
ponoable to her than tiniohod munitions. 

Credito to China to enable her to .aintain hor own defonlo would bo true ooono~ 
tor uo, &inoo • Chinese viotory would roduoo the ohanooo ot our boiDg inTolTid in war 
in tho P•oitio ouroelvoo at far greater axpanee. Crodite Jdght bo applied firet to 
purobaaoo of 110tor equip100nt, .. ohinery and potrololllll produoto u rgently needed tor do­
renee and iDduotrial dovolopMnt iD tho eouthwutorn proTiDoeo wboro tranoport and in· 
duatry are Httl• developed. Pinanoing of .. ohanioal oqui~t &aloe would pay 110ro 
wagee to Amorioan labor and develop tuturo ll&rkata tor oxtenoione and roplaoemento. It 
China wine, rtp~ent of reaeonable advo.nooe .ay bt oxpooted. China ie atill paying on 
obl1gationo to uo and other toroign oountrie a, in opite of her povorty. On the London 
-rket, better into,.,..d on ouoh "'l"ttora than low York, the rat .. bid tor .Japane ae and 
Chineee bondo were reoently U S/4 tor JapanoM e o ot 1907, and 84 tor ChineM 6e ot 
1P26. 

It oe•• oloar that Japan would not treat either an eab&r&o on -r •ter ialo to her 
or oredi to to Ob.in.a ao a oaouo boll1. She want a no additional en -.leo now. She oould not 
afford to looa hor aUk aii!'"Otlior exporte to tho llnitocl Statoa, on wl\ioh ohe dapoDdo tor 
foreign exohanga. Sho h already- blookin& Amorioan t rad.o in the Y&ngtae Talley ancl in 
lorth China and oould do little 110re in tho W8!'l ot ropriaalo, though abo oould make eo•• 
trouble in Shanghai .nd Tientoin. 

Tho peaoo or the world io threatened by three aggrouiva poworo 1D OOJDbination. 
laoh dopendo on the othore to 10pport her i A a orhh • .Japan hao threatened Ruoei a in 
tha laat, akinc Rllooia a leu eorioua _.,e to o.,_, plano in luropo. Banoony bot w .. n 
Japan and OoraJ17 hao already been ialpo.l.red by injury to Gorman t r•cle in China and by 
tho lUMDin& ot Japan• a To.lua in oaM ot -r between Go~ and Ruuia. U Japan toJ.le 
in China hor prutigo will be cone, her roeouroao n:he.uotecl ancl her Jdlitary olau dh· 
oreditod, and Ruooia nood no longer tear hor. The aggreaoivo ooabin&tion will be broken 
and Ill r ope a a ,..11 &a Asia will haTe a better obanoe for peaoo . 

1t, to got baok pa.tt of tho trade in China whioh Japan hao by Tiolenoe taken froa 
ue, .. adopt poaitivo .. aourol to prOW>to t raneport and induatry in the oouthnat, ciTing 
our .. r oh&Ato aooooo through tho -.to a..z.- and In4o-China r outoo, Japan will have no 
juat ground to aa.plain. 
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CHINESE EMBASSY 

WASH INGTON 

T:IXT 01 A Tl!LliOIWI :tRQJ.I lUB llltCXLLD'CY 
Ill. H. H. IIJlliO, :mllBIIm!T OV Till XXBOtrrlVll YUAJI, 

l\Hm Cl!Ullax:tl10, :JOVl!KI!IR 9 , 1938. 

Xind ),y transmit tllo following moooase !rom tho Oeneral1a-
aiao t o t ba Prea1dent , Wbicb baa ~ hearty cono~rrence• 

" I greatly approoiato your !r1ondly iatoroot and 
ettort and thooo ot Soorotary Hull and Soorotory Koraon-

thau aa aani~eated in what you ba•• done tor ~ country 
a nd oepeoial),y in what you are doing at a time wnen tba 

t a t e ot ~ country ta regarded by akeptic obaar• era •• 
already beyond bope. 1 oopoolal),y appreciate tbo kind 

ottort a ot your Oo•ornaent in the ailvar purohaee , in 
the propoeed loan , and in the DOat recent atand on the 
~ine-Power Treaty. 

•You may be interested to know that, in m:t add_reea 

to t he nation on October 3ltt. I haTe atreaaod the f ol-
lowing pointe r thot Obi na will continua hor policy ot 
prolonsed nation-wide reaiatance till we can obtain 

military initiative in tho war; that we oan on),y win 
t1nal victory through graataet hardohip aad oecri!ico; 
that tbia war ia •roYolutionery warfare• wherein the 
epirit or tho pocplt will ultimately win out,- witnou 
the ware ot ~erioan Independenee, •reach an4 Ruaatan 
ReTol ution• • and TUrkiah ~nc1pat1onf that China's 

maln baa• of reaietanoe ie the ~••t hinterland, and 

tbe peat 11xteen montha ot reaiatanoe hae euooeeded 

in retarding 
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in retarding the weetward ad•~~oe of tho ene~, thua 

enabling ue t o d evelop oommunioot1ona and remove aome 

induetries thither, and concentrat e weapons to wear down 

the inYader1 and lastly , that now t he war 11 really 

•nat ion-wide• and the one=Y drawn to t he interior, both 

tim.e and goograpl::cy' et'O favorable to China ' s aide . 

•Yo" "'"Y alao be interested to know t hat thi o 

poli cy was unanimoua!y ado pted by the Paoplo'a Political 

Council at its Sooond Soaeion. 

•You muet have read of report• of peace moves and 

poaoo talks in China . On tho quest ion of peaoe, I wiah 

to aeaure you , l!r'. Preaident , thot , while Ja pan haa 

1nd1oated eome willingneea to talk peace , and while our 

people are pea ce-loving and would oot be unreasonable 

regarding peace, peace is i~ooeible aimpl y because 

China cannot possibly undertake to negotiate t or peace 

as long as Japan ineiete upon •direct dealing" wi th China 

without t he good offioea of friendly powers in whoc we can 

trust ,- Which, of course, meane a peace t o be dic tated by 

Japan . A8 long ae Ja»an doe& not fundament allY repent 

and revise her pol icy , Chino hae no a lternat i ve but 

continue her struggl e for Uer right to live and devel op 

without axternal interference. 

•1 aa deeply interested in your Governcent'e recent 

protast to Tokyo on the question of the Open ~or in the 

Cbineee territory now under military occupation by Japan. 

The ~eaent war in China has QOBt eloquently vindicated 

the wi sdom ot tho fatbera of t be Open no or Polioy ond the 

~1ne-Power Treaty that an independent and ~dernized China 

io the onlY etoble and ofteotive meane to ke ep the Door 

ot Chine open to all natione." 





--
T HE SECRETARY OF TH£ TREASURY 

WASH IN G T ON 

Nove~ber ll , l 938 

My deer Mr . President; 

1 am enclosing her ewith: 

l . W& recomcendation t o you reg&rding t he 
purchase of tUill: oil from Chins.. 

2 . Pho tostat ic copy of letter from Mr. Jeoee 
Jonea , Chairman of t he Reconetructt on Finance Corporation, 
bearing on the eame subject. · 

3. An inter office memo randum from Aaei etant 
Secretary Wayne Taylor. 

Sincerely, 

d!!J:~f?v 
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THE SECRETAI'\Y OF" THE TREASUI'\Y 

W A SMINOTON 

»o•eaber 11, 1938 

l.l;r dear llr. Preeidentt 

J.a I bave previoual.T r8p0rted to ,-ou, a delegation repreeenti~~& 

tba Gonrno~ent of Obiu baa been in laabington for o• er a 110nth seek.-

ing financial aas ia tsnce, I have conferred at length with t hem and 

expar ta in the Department ba,·e t;ivan careful atuqo t o their pr obl••· 

One plan which appaara feasible is a co~~parativel)' 8111ple one -

i n essence it is merely the f inancing of an excball&e of neeeaaary 

Chineae goods for domeatic products , ChinA produces, and i s in a 

position to exp,rt, ~or wood oil - an i ndustrial product ~ch 

needed here and of particular value in the cauu!acture of quick­

dryinc Yarnieh and p&lnt, L&at year a~roxt~tely 75, 000 tone of 

this oil were consumed here of which leaa than 5 per cent waa pro­

duced domestically. It ia obYioua, therefore, that as more than 

95 per cent of our needa aruat be i lllpOrt ed in any event, no compe-

tition harmfUl to J.aerican induatr,. can result from the i 11p0rtation 

of tung oil from ChinA. 

In order to finance the purcb&ae of Chinese t\111& oil, a Chinese 

trading corporation baa Juat been or ganised under Jfew York l aw. '1'he 

plan under dia011aaion contemplate• that th1a corporation, which will 

be control l ed by t he Chinese Government, will make a contract to 
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purcbaee 180,000 tone of tung oil from the appropriate Ohineoe ar,ency , 

deli'reey to be made in fixed yearly 0110unt1 onr a three year period, 

begi1111ing at ~.ooo tone per yeer end increaling 10, 000 ton V'"''•'lT· 

The trediry; corpora tion rlll pay the Ohineoe a.o;ency 1l=e4iate1T one­

half or more of the purcba•• price which 11111 be advanced before erq 

tUQG oil 1• delivered. If the oil ia purcbaaed for 121 per pound, the 

coet of t he three year• ' eupply of t\11\6 oil would be $43,200,000. 

If the initial p~ent ia one-halt of t he purcheee price the Chineee 

GoTenuaent would recei Te $21,600, 000. The Chineee t r ediry; corporation 

would obtain the necUII\%7 tw>do for thia initial paJ'IIent b:r way of 

loan from t h8 bport-lllport :Senlc. The :Senlt, in turn, would be put in 

tunda for tbia purpoae through the purchloe by the R. r. 0. of ita 

preferred atook. Security for the loan would be: 

A. All inventoriee end other aeoete of the Chine•• trading 

corporation, 

ll. A loan acreuent between the bport-I=port l!ank and the 

C"nineae trading corporation baaed upon the contract of 

the Chineee ~ency to del1Ter tung oil to the trading 

corporation. The loan agTeemant would aleo provide that 

upon the eale of tUD8 oil in thia country, according to 

the aboTe ua~~ple , one--half would be paid to the Export­

l OipOrt :Sank to retire the loan, and the other halt would 

be credited to the Chinen ~noy, and 

C. An unconditional guarantee of the notea of the Ohineaa 

trading corporation by the Ohineae GoTernaent. 
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A4eqllllh proY1aiono to in.ure that DO diorupilon of tho bv.oioeoo 

ot oi thor tho Aaericu doo.lero or con-ro will talco place, ud that 

all dealero &114 con11111ero will be treated on a par1t7 would be iD­

clw1ed in the contract between tho ZXpor t-hlport Bank IU14 tho Ohineoe 

trading corporation. .b 1441 tlonal u.fogv.ard would be a reqv.iro...,t 

that all tb.o pr oooo4e troa tho we of tun& oil, 1. o,, $43, 200, 000, 

would be upan4o4 by tb.o Ohlneoo tre.41Dg corporation tor the purch&ao 

of .laerican goodo, and to thio extent bv.oineoo in t hlo cov.ntr,. will be 

otllllllato4 ancl lllplo}'llent creato4. The Chinooe tra41nc corporation 

would alao .. ll the t111\4! oil in th1a oov.ntr,. a t prlcoo baoed upon tb.o 

c~ntract betwoon it and the Ohlnol8 a,;ency, aa.lcln& noal.n& allowo.nce 

tor operattnc oxpenooe (i . e., the Ohlneoe trading corporation will 

not reali•• a profit froa the tr&naaction) 10 it ie expected that the 

price Of tung Oil to .laeriean COII8W111rl will be ao:oewb&t reduced below 

t he avere.«e for t he paot f ew yearo &114 thet opeculatton will be cur­

tailed or perhepo el1ainato4 entlreq, 

l u iAforao4 that the plan wculd aeet the epproYal of tu.ac oil 

con111.aera ainoe it would effect price atabilisation of a product which 

baa been IIUbJeet to 4raat1e price nv.etu.attone (during tho laot few 

;reo.ra the price hal ranced fro• &; to 291 per pov.nd) •• well •• 1D­

.uring a racv.lar IU14 contbNoua wppl7 or tung oil in thla ocuatr,.. 

Befor e necottattng turthor with the Chlnol8 ddacatton, l wculd 

appreciate an expreoaton of your rlewo concerning thlt plan. .b aarl7 



-.-
eollferenee with repr .. antath .. o! t he 'l're&II\U'7, the II, r. 0. and 

the lxport-l~ort Bank a1&ht pro•• helpfUl. 

The Preaident 

The fhi h Bou ... 

• 
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November 14, 

,,. , t 
The Treasury Department's barter end credit proposal 

with regard to China is almost purely political. I t 

would not be considered - certainly by Japan - as a mere 

camneroial transection, but as a tre.n.sacti on one of the 

major purposes of which would be to aid China in her 

military activities against Japan. 

Natur ally, ell American Government officials are 

equally desirous of gettin.g rid or surplus production and 

t hey ere also equally anxious to see Japan detested in 

her purpose by t he exercise of force to dominate the Far 

East end repudiate and render inoperative the Nine Power 

Treaty. In these circumstances all of our Government 

officials, therefore, would be equally disposed t o see 

this Govermtent indulge in any word or act consistent 

with i te ai tuation e.nd short or the s erious risk or 

becoming involved as a party in the mi litary conflict 

between China and Japan that would be calculated to die-

courage the Japanese military objective and to encourage 

Chinese military resistance. 

Japan, viewing as abe undoubtedly would the proposed 

transaction as one of definite aid to China in the fight­

ing against Japan, would complain bitterly and charge the 

Uni t ed States with having made itself e party to the con­

flict on the aide of Chins . The military clique 1n control 

would 
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would map •span 's actions in return and t hey would in a l l 

probability include increasing injuries to American citi­

zens and American interests in China, a.nd perhaps one or 

more methode of retaliation . This transaction and the 

incident relating to it when combined with other acts, 

which might follow, of injury and possible retaliation by 

Japan would result in a serious possibility of this country 

being drawn ultimately into the war, as stated . 

If it is desired to go forward with these poss ible 

developments in view, then it would be all- important that 

the American people and the Congress be disposed and 

ready to support this new policy, and this would include 

the sending of the Navy farther beyond Hawaii than at any 

time in similar circumstances within recent years . 

Great Britain and France are and for e time will be 

preoccupied with Western European exigencies. Chine is 

understood to have adequate military supplies for the 

next eix to ten or twel ve months. There would be time 

for further developments and their full consideration in 

the meantime. 

I cannot in the light of ell the foregoing, as wel l 

as numerous other pertinent facts and circumstances which 

I have not the time now to enumerate, either advise or 

concur in the course proposed. 
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DEPARTMENT O F STATE 

ADVISER ON POLITICAL RELATIONS 

November 14 , 1938 . 

The Tung Oil Project a.nd American Policy 

in General in Regard to the Far East. 

In considering t he tung oil project, the American 

Government should , in ~Y opinion, f irst or all give 

i ntensive consi derati on to certain political aspect s 

ot the problem presented and related problems . The 

political implications and possibilities or the project 

are tar more important, both as regards our foreign 

relations and as regards our i nternal situation , than 

are the economic a spects or the matter . In this memo­

randum I shall speak , briefly, only or cer tain or the 

political aspects . 

It ia an important interest or the United States 

that Japan ~ gai n control ot China . It t herefore 

would be to our interest that Chinese resi stance to 

Japan's ettort to gain t hat contr ol continue . The 

Japanese nation today is animated by concepts and is 

pursuing objectives which are in conflict with the 

concepts and the legitimate objectives or t he people 

or the Uni ted Stat es . The Japanese are embarked upon 

a program ot predatory imperi alism . Unless the Japanese 

mar ch 



- 2 -

march ia halted by the Chinese or by some other nation, 

the time will come when Japan and the United States will 

be taos to taos and definitely opposed to each other in 

the international political arena, It i s desirable that 

the development of suoh a situation be prevented, It 

therefore i s desirable that the United States aot toward 

the preventing of suoh a development . 

The American Government should formulate and adopt 

a program of action (a diplomatic "war plan" ) toward 

averting an armed conflict be~en the United States and 

Japan, In the conducting or our relations with Japan 

and with China we should not take haphazard and unrelated 

steps . Such action as we may take in the realm or use 

ot words should be related to action which we may plan 

to take in the realm of material pressures (positive or 

negative, or both) , It should be our objeotive to have 

Japan's predatory march halted . Our course of action 

should, therefore, be a course in opposition to that 

march . That march will be halted only by the power of 

resistance of mat erial obstacles and material pressures . 

Any nation which definitely opposes t hat march should be 

prepared in last analysis to use , if it prove necessary, 

armed force. The Chinese have already found resort to 

armed force necessary, China's resistance may possibly 

be overcome by Japanese armed force . Resista.nce which 

may 
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may be made by other countries may in the long run have 

to take t he form of armed force , Thi s country, therefore , 

i n formulating its course of action should make it its 

business to be prepared if necessary to use armed force, 

The American Government has during recent years been 

oppos ing Japan by use of words (appeal to pr inci ples, to 

rules of l aw, to provisions of treaties, etc.) . Our 

Department of State may be able t o get t he better of the 

Japanese Foreign Office t hough even that is not certain 

i n the fiel d of argumentation, but victories on our part 

in that fi eld will not hal t the f orward march of Japan's 

military machine, The fact is that unless the United 

States expects and intends to use weapons stronger t han 

those of argument, continuance on our part along that 

line i s almost certain to l ead to the development of a 

situation in which this country will have either to 

acoept a di plomatic defeat or find itself forced t o resort 

to arms. The more we talk and the longer we refrain from 

resort to some substantial measures of positive (material) 

pressure toward preventing the J apanese from taking or 

destroying our rights, titles and interests in the Far 

East, the more likely will i t be t hat resort by us to 

s uch measures at some future t ime -- if and when -- will 

be r eplied to by t he Japanese with resort to armed force 

against us, which would, in turn, compel us to respond 

vnth armed force . 

The 
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The most practicable course f or us to follow would 

be that of giving assistance to the Chinese and withholding 

those t hi ngs which are of assistance to the Japanese , 

toward prolonging and strengthening Chine's resistance 

and curtailing Japan's ability to continue mili t ary opera­

tions against China. If and when, however, we commit 

ourselves to t hat line of action, we should do so whol e­

heartedly end with determination. 1'/e should not take some 

one step without expecting, intending and being able to 

t ake further steps, many furt her steps, in the same direc­

t ion. Such steps should incl ude a combination of diplomatic, 

economic and pot ential military pressures . If t his Govern­

ment wishes to embark upon such a course, !! should be pre­

pared to consider seriously the taking of such steps as 

denunciation of the U.S . - Japan Commercial Treaty of 1911, 

r epeal of the Neutral ity Act, retaliatory tarif f measures 

against J apan , pl acing of embar goes upon trade and shipping 

between Japan and the United States , disposal of our naval 

resources in such manner as to indicate to the Japanese 

Government and nation that we "mean business." 

The tung oil project is a project the objective of 

which is to give assistance to China . The amount of 

assistance which would be given by the conswmnation of 

t his transaction alone would not be sufficient substantially 

to influence the situation in which resides our problem. 

If 
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If this Government, speaking and acting for the American 

people, is prepared to move forwar d with a comprehensive 

program along such lines ae are indicated above , consum­

mation of the tung oil project would be in line wi t h a nd 

consistent with such an attitude and intention. But 

unless such i s the case, consummation of the tung oil - -
project would achieve so l ittle and be accompanied by 

hazards and possibilities of complications so great that 

consummation of that pro ject woul d not, it i s believed , 

be advisable. 

Decision whether to consummate or not to consummate 

this project should be mad~not on the basis of the 

inherent merits or demerits of the project and not on 

the basis of t he desire of t hi s country that China be 

not defeated by Japan/ but on the basis of and in the 

l i ght of a decision by the American Government to 

exert itself actively and intensively toward t hrcwnng 

the weight of this country's capacity into a general 

effort to halt Japan's predatory advance. It is the 

belief of the undersigned that t he American Gover nment 

should consciously and definitely commit itself (the 

Government) to such an effort and that it should formulate 

a comprehensive general plan of procedure toward that end . 

PA/H : SKH : ?l.!K 



THE WHITE HOUSE 
WARtiHOTOH 

Deoember 12 , 19~0 . 

\.!EllORAllDUI.I FOR 

tARS . ROOSEVELT 

TO READ AND RETURll TO !!E 

F . D. R. 
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My dear Hr. Preaident: 

DEPARTMENT OF STATE 
WASHINGTON 

December 6, 1938 

In response to your memorandum ot December 3 with 

regard to the question ot the export ot war materials 

to Spain in whioh you requested specitic information 

as to shells, hand grenades, etc., alleged to have been 

aent to Germany or Belgium or Holland or England, and 

then shipped to Franco Spain, I submit the tolloldng 

information: 

Under the provisions ot Section 5 ot the Neutrality 

Aot, lioenses issued by the Secretary ot State are re­

quired tor the export ot arms, ammunition, and implements 

ot war to all countries. Inspection carried on by col­

lectors ot customs at ports ot exit is such that no im­

portant quantity ot arms can leave the United States 

without an export license having previously been pre­

sented. The Department has issued no licenses since 

January 8, 1937 tor the export ot shells, grenades, bombs, 

The Preaident 1 

The White House. 
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torpedoes, or an1 siailar artiolea to Germanr, Belgi~, 

Holland, or England. It aeema extremely unlikel1, 

therefore, that aD1 suoh arms haYe been shipped from 

the United States to theae countries tor tranashipment 

to rranoo. rurtheJ'IIOre, the Department haa oaretull1 

inveatigated all alleged shipments or arms to Franco 

and has in eaoh oaee round the allegations to be w1 th­

out foundation. The Department has no reason whatsoever 

to beUeve that arms of an1 kind exported from this ooun­

tey since Januaey e, 1937 have reached the rebel toroea 

in Spain. 

I believe that the press allegation• Which you have 

in mind were those made oonoerning large shipments of 

aerial bombs made on German vessels from Delaware River 

ports during the first five months of thia :rear. Ba­

oauae of the taot that most ot these bombs, whioh amounted 

to 69,000 i n all, did go out on German veuels, the press 

naturall1 aasumed that they were destined either tor 

Gel'lllan1, tor Franco Spain, or tor Japan. As a matter of 

taot, t he1 were destined tor and were delivered to the 

Obinese Government. Before licenses tor their export to 

Obina were issued, a notificat ion had in eaoh case been 

received trom the Chi nese Embassy in Washington stating 

that the bombs had in tact been ordered b7 the Chinese 

GoYernment. rurthermore, the Department followed with 



care the voyage ot the bombs after the7 lett the United 

States and hal been definitelT informed b7 Mr. I, C. L1 

ot the Wah Chang Trading Oorporat1on, pr1noipal purohaa­

ing agent ot the Ohlneae Oovtr11111ent in thlt countr.r, 

that all ot these bomba arrived in Hong long and were 

aatel1 shipped to Canton before the capture of that oit1 

b7 the Japanese. The participation ot the Germans in 

the transport ot these bombs to Ohlna is not surprising 

i .n view ot the taot that Germany has apparently supplied 

to the Cb1neee during the present ccntliot more arms 

than any other single oountr,r, 

It there ie an1 further information 1n this matter 

that 10u desire, please let me know, 

Believe mt 



>l7 4eal' J.:.Jo . PN•I4eat I 

!D r•8~e tD TOW> • ..,~ :>t t>n.e.r 3 wUb 

reg81"4 10 t~ q_ueatlon or tl".e •xpot"' o f war ::aurwa 

t o ~lft 1ft Whlob ;rou M "lUHte4 • Il"o11'1o !nfol"'III.Uoe 

s.1 10 1Jh41ll31 ~ t;renalt'liJ , il~. , a.ller;~ o;o haTe bMn 

ilt'lllt to Oel'Mlt!' or ~l~\VJ 01' H:)'i.Lm'oCl 0!:' En:;l.e.nd, aD4 

!liMn nbil)ped to IIJwaoo Spdn, I l!lflbl!llt the follo'dns 

1fiii ... U.a 

UD4_. ~ proYhionll o1' S.Ot loD ~ ot tbe lleutral.1~ 

Mt, U.o•u .. 1•11-.t b1 the Dureto..-.l'J' ot Utato "" ..,. 

qUJoe4 few GM .-po" of ~ • .-unl tlon, and 111Pl-b 

of Will' "' &11 oountrl ee. InllpNtlon OllM'led on \:'3' col­

leo"'" ot 0118t~ at porb ot exlt la O\aOh t hat no t.. 

~ant ct~nUt)- ot u.. oAD lea'" tho ttnuoa Jtat .. 

wlta.out M elCj)OI'' Ull ... ba•lns p.NY1oual1 beon pn­

oenUil. tiM D~ ~ U e\Mil ao l1o-' .. • dnoo 



-~ 

~~. or d7 olallar ...U.l" to O• .,, lo~ 

Holla.nd, or £Ds1.n4. It •••• at .... l7 Wllltol)-, 

U.retore, Ulat .., e.m .,.. ha.ft 'Mea llblppe4 r.. 
W UbUe4 Dtatee to tba .. --V1M for t:Nftotlhl~IDt 

to PJ-uoo. rwthti.,..., the 0.~ hae e.u-etllll7 

lD'r .. Up'-1 all allep4 ehl:J!etnU ot an. to Pranoo 

..s hall 1A oaob ... tCNIId ttw allop Uone to be wltb­

out tCM~auoa. '!!» ~' hd no z-.aaoa lllbatoo.•v 

to " " ••• tilat aru or 8117 k1n4 •XJIOI'M& t'NII tblo ...,.._ 

~ olnee J .nu_'U'7 I, 103"7 haft rei.\Obed tbl re::,el to~•• 

1A apaaa. 

1 bellne tbatl the pNN aUes-tlone 111b1ob 10• h&w 

1a 1111111 ..,.. tho" a.do oonoe.m1JIC l&r&e chlpunh or 

... lal b .,.,. INIIISe OD o.,_,. ..... aolo t'rOa Del&Val"e ru...,.. 

~ cluao,_.. t.ho tu.c f lft -~ ot \'b.lo Tear. a .. 

••~ ol ~· t a_.t that .,., ol tbeeo bollbe , 1d:l.lob ~ 

te 0,000 1ft ell, d14 go out on OerlaaD YM•elo, tho ....-• 

oatwell7 •••• aS that tne, were d .. U ned oUheso tt:fll> 

filet, ~ .,_.. a..Utted fvtr .n4 __.. clell9W.S to tbl 

~ Ou•w ont. l etoN llo..oo tozo tt.elr UJIOI"\ ~ 

Ct! tne vwo lo• uecl, a ttotltlo t 1oll had 1ft each oaeo ~n 

l"'M1'ft4 trooa tbe Chl neoo bU 1 1D lfaahln:o:ton ota ttns 

tntl.t tbe boatwl ba'i ln taot 'be n ordered b7 ·be Ob.ln ... 

Oonwnant. J'ur~J'IIIOre, tho Departli'Mnt tollOV*\ wUh 



o.- the YOJ&P ol the boaM atter tbe7 lett the Ua1\e4 

Statea and baa bMa 4et1A1tel)" lntor•d b7 Mr. l . a. Ll 

of tbe \lah Cb•nc 1'ra<! l ft! Corpor~tlon, prlnol pal p\lPOhu­

tng agent of the Ohine•e 0oTet"ftMn\ 1A tb11 OOUft t17, 

that .U f't theM boab8 UTlncl 1n Hong l on.g and were 

•atoly all1pped to Oe.nton before t he capture ot that olt7 

bT the J apan••• . 'l'he pel"t1o1:r>at1on or the Geraane 1ft 

the tN.Upol"t ot tb.en bo~bs to ChJ.na. 1• not aurpr1a1ng 

1n v1•v of t he t aot that Gerli!1JI7 baa apparent ly supplied 

'-o the Obl n••• d\IJ"'lftS' the pres ent oontllot core a l"ld 

t baA arrt o~er elngle oOWlt JT. 

It there 1s ttn7 t v ther 1nt onant1ol1 1ft th11 catter 

tha' rou dealre, pl•a•• let oe know. 

Del1eYe M 

Su"llliler \iellea 
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·v# ~ J u,• TH( 8ECRtTARV or THE TREASUAV 

f\.' V' WAISHINOTON 

v" l 

December 13, 1938 

l.ly dear Mr. President: 

I am 1nolos1ng herewi th a oopy 

ot a oable reoe1ved by Mr. Chen from 

Dr. Kung, on the aubjeot of transpor­

tation via t ne Yunnan-Burma Road. 

The President , 

The White House. 

Sincerely, 



TR,UISLATION !,!I' C/J3LE KBCEIVl'-J) ~l!OU CHUNGI(!NG 

~~UM: UR. H. H. KUNG 
TO: K. P. Chen 

Ua t ed Chungking, Dec . 9 , ~938 
Reed . Washn . D. c . Dec . 9 , 1938 

Result of T. K. Tseng ' s trip to Burma negotiuting Yu.nnan-Burma 
transportation problems as follows: 

1. Yunnan-Bur ma Hi ghway - Burma Section completed 1st 
December while Chinese section estimated t o complete 
end of year (stop) Through traffic all way expected 

very s hortlY (stop) Yunnan-Bur ma Ra i l way also proceeding . 
2. Steamsh ip Company being contemplated as outlet ocean 

transport ation fr om Yunnan Province (stop) Negotiati ons 
in t his connecti on with British Government through ~uo 

Tai Chi b eing conducted and promi se of cooper ation indi­
cated by Brit i sh side a s well as Burma Government . 

J . Regarding munition transporta tion, a rrangements made t o 
provide special facili ties and precaution . 

4. Rebat e of duti es on goods from Burma t o China being worked 
out . 

5. Railway freights promised t o be reduced (stop) Other 

problems relative to warehousing, policing, t elegraph, 

gasoline storage and banking f acil ities have all reached 
sat isfactory arrangements . 

Please inform Mr . Secretary if conveni ent . 

KONG 



TH£ S EC:A ET ARV OF' TH( TAEA8 UAV 
WAIHINOTO N 

Oec err.ber 20, 1938 

My dear Mr . Pres1dent: 

Herewith I am sending you 

a copy of a r ecent cable received by 

Mr . Chen from Dr . Kung , which I t hink 
you will find of interest . 

The !'r esident , 

The \'/hite House. 

~:nclosure . 

Sincerely, 



Translati on of cable from Chungking 

From: Dr . H, H. Kung 
*l'o : Mr . K . P. Chen 

Dated Chungking Dec . 17, 19)8 . 
Rec 1 d V.ashington, D. C. Dec . 17 , 19,38 . 

Have rece ived r eport from Guo Tai-Chi t hat 

Export Credit Guarantee Department , London has submi t ted to 

Parli ament propo sal increasing its power t o gran t export 

cred its from 50 to 75 million pounds sterling with an addi ­

tional amount of 10 million Pounds sterling for purpose of 

nat ional policy without necess ity of r eferring t o Parliament 

(stop) ~uo negot ia ting t o have t his 10 million specially 

assigned for giving credits to China . paragr aph 

Regarding woodoi l have instructed Foreign 

Trade Commi ss i on t o ship out as much as possibl e ( stop) 

Fortunatel y mos t oi l producing di strict s a re within our own 

control and estimated 70 t o 80 t housand t ons can be acquired 

year l y comma det a iled amounts already acquired mailing by 

air (stop) Assure you we are doing best (stop) Tin produced 

in Yunnan and Ky;angsi Provinces about 10,000 t ons per year 

and can be increased if better machinery introduced (stop) 

No d ifficulty of acquiring by Government . Paragraph 

Transportation on Yunnan Burma Highv;ay feasible 

(stop) A shipment of arms and ammunitions has just arrived 

Chungking to- day by this route (stop) Bridges, etc being 

strengthened at various points t hus enabling through t r affic 

without hindrance shortly Paragraph. 

l:f • l:f • J{ung . 
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