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October 5, 1947 S o

AMFRTCAN RMBASSY,

CHITNGE TG .

Pleare convay the Tollowing messege from the Presi-
dent to Qenersalissimo vhiang Knl-shek upon the occusion
of his inaugwation on October 10 as President of tne
Republic of Chine:

LNOTE On the occusion of your fneugurntion as Presi-
dent of tne Hepublic of Chine, T - convey to
you my congratuletions and beest wishes f'or your success and
personal well-being. Your elevution to the highest office
in the Govornment of the Remmblic of Chine is recognition
of the inestimahle =service vou have rendered the Chinese
peaple in the pust end of the services youw are to render
in the future in leading then to victory, peace and freedom.

UNUOTE

(Signed)  ROOSEVELT
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WRITE YOUR MESSAGE ON THE GREEN-TOP BLANK, FILE THROUGH POSTAL TELEGRAPH BY MESSENGER, TE

PoBTAL TELEGRAPH PRINTER. BE SBURE TO SBPECIFY “VIA MACKAY RADIO",

IF DESIRED, MESSAGES MAY BE

DIRECT TO MACKAY RADIO BY CALLING NATIONAL 1248
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WRITE YOUR MESSAGE ON THE GREEN.TOP BLANK, FILE THROUGH POSTAL TELEGRAPH BY MESSENGER, TELEPHONE OR
PosTAL TELEGRAPH PRINTER. BE SURE TO SPECIEY “VIA MACKAY RADIO". IF DESIRED, MESSAGES MAY BE TELEPHONED

DIRECT TO MACKAY RADIO BY CALLING NATIONAL 1248
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WRITE YOUR MESBAGE ON THE GREEN-TOP BLANK, FILE THROUGH PoSTAL TELEGRAPH BY MESSENGER, TELEPHOMNE OR
PosTAL TELEGRAPH PRINTER. BE SURE TO SPECIFY “VIA MACKAY RADIO". IF DESIRED, MESSAGES MAY BE TELEPHONED
DIRECT TO MACKAY RADIO BY CALLIN® MNATIONAL 1248
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WRITE YOUR MESSAGE ON THE GREEN-TOP BLANK. FILE THROUGH POSTAL TELEGRAPH BY MESSENGER, TELEPHONE OR
PoBSTAL TELEGRAPH PRINTER. BE S8URE TO SPECIFY “VIA MACKAY RADIO". IF DESIRED, MESBAGES MAY BE TELEPHOMED
DIRECT TO MACKAY RADIO BY CALLING MATIONAL 1248
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WRITE YOUR MESSAGE ON THE GREEN-TOP BLANK, FILE THROUGH POSTAL TELEGRAPH BY MESBENGER, TELEPHOME OR
POSTAL TELEGRAPH PRINTER. BE SBURE TO SPECIFY “VIA MACKAY RADIO". IF DESIRED., MESSAGES MAY BE TELEPHONED
DIRECT TO MACKAY RADIO BY CALLING MATIONAL 12486






October 18, 1943.

My dear Generalissimo:-

Mrs. Roosevelt is sending & small
package to Madame Chiang and I am enclosing in
it for you a belt made by the American Indians.
It represents a revival of tleir ancient silver-
smith work.

By the time you gel Gids you will
have heard from me in regard to & coulug econ-
ference and, therefore, I am looking forward

with great hope, Lo & weeting with you ralatir.ly
soon.

With my warm repsrds,

Very siucereiy yours,

Ceneralissimo Chiang Kail-shek
President of the Republic of »
Chungking,

China.
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DEPARTMENT OF STATE

_

DIVISION OF PROTOCOL

November 1, 1942

MEMORANDUM FOR MISS TUTLY:

There is transmitted here-
with a copy of the message sent
by the President to Generalissimn
“hiane Yai-shek.

T

Georee T Summerlin



w “m “' m.
CHUROKING (CHIXA).

Please convey the following message from the Fresl=
dent to Generalissimo Chilang Xal-shek on his Lirthiay
october 3l.

JUOTE Upon the anniversary of your Ixcellency's
birthdsy it sives me great plessure to extend Toartiest
200d wishes for your health and happiness and for the
well-belng of the people of Chins who have Lhe synpathy
and admiration of the people of this country for thelr
valiant defense against aggression, The ivericen people
sre jolned in spirit and in arms with the poaple of China
and the people of all of the United ratlons in the firm
determ nation that freedam and Justlice shall be proserved
and peaceimade secure. I em confident that this goal
will be achleved for the Chinese pecple under your Lxcel-
lency's wise and able leaderahip, Pranklin D. locsevelt.
UNQUOTE.

PE: EPS1 MK FE PR
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November 3, 1943

Respectfully referreda for the

files of the Department of Btate.

"! H. uﬂmﬁu
Secretary to the President

Trensmittin my of e Of ran iiecn the President
r 't "l' —— "
rom ng ¥ei-Shek y LUhingkin ‘acal vad Novempher
L] 1 ¥ " .
Ll o | dent s message of Lirth
5 o . . L .
I L oo t riacl W R filen,
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Hicuivip AT

DCC 4 WA

The following Message was received “VIA MACKAY RADIO,” l .

MK41/2 g o1y 3 N f

CHUNGKING 88 2 1830 CHG
PRESIDENT FRANKLIN D ROQSEVELT

THE WHITE HOUSE WASHNDC
PLEASE ACCEPT MY HEARTY THANKS FOR YOUR KIND MESSAGE OF
CONGRATULATIONS ON MY BIRTHDAY STOP YOUR WARM FRIENDSHIP FOR CHINA
IS SINCERELY APPRECIATED BY THE PEOPLE OF THIS COUNTRY WHO ARE MOST
GRATEFUL TO THE UNITED STATES FOR HER SYMPATHY AND ASSISTANCE

WRITE YOUR MESSAGE ON THE GREEN.TOP BLANK, FILE THROUGH POSTAL TELEGRAPH BY MESSENGER, TELEPHOMNE OR
POSTAL TELEGRAPH PRINTER. BE SURE TO SPECIFY “VIA MACKAY RADIO". Ir DESIRED, MESSAGES MAY BE TELEPHONED
DIRECT TO MACKAY RADIO BY CALLING MATIONAL 1246



Micniven AT

FOREIGN SERVICES
AT
STANDARD RATES

The following Message was recelved ** VI A MACKAY RADIO.” DCC.4 WA
MK41/2/38

STOP WE FULLY SHARE YOUR CONFIDENCE IN THE VICTORY OF THE
UNITED NATIONS AND HAVE THE DEEPEST ADMIRATION FOR THE GREAT ROLE
THE AMERICAN PEOPLE ARE PLAYING IN OUR COMMON WAR EFFORT UNDER
YOUR LEADERSHIP STOP

CHIANG KAI-SHEK

WRITE YOUR MESSAGE ON THE GREEN.-TOP BLANK FILE
. THROUGH POSTAL TELEGRA
. PH BY MESSENGER, TEL
OSTAL TELEGRAPH PRINTER. BE SURE TO SPECIFY “VIA MACKAY RADIO". IF DESBIRED, MESSAGES MAY nEE Tli:':_l:::;u:g
DIRECT TO MACKAY RADIO BY CALLING NATIONAL 12486,
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DEPARTMENT OF 8TATE
WABHINGTON

December 2. 1943

MEMORANDUL FOR THE PRESIDENT

SUBJECT: Ambassador Gauss' despateh lNo. 1693
on China's War Effort

An Interestling despatch dated October 18 has re-
cently been received from Ambassador Gauss. The cone
clusion of the despatch is as follows:

"In conclusion, I would say that while we
have perhaps succeeded in impressing upon some
officlals the need for increased and more ef-
fective war effort on the part of China and
while also there may be resultins some minor
improvement in some aspects of the siltuation,
we cannot safely count under present condi-
tions (which involve of course the questlion
of equipment for the Chinese forces) on ef=-
fecting any significant psychological change
in the Chinese attitude which will impel
China's leaders and soldiers to put forth
materlally greater effort in the war against
Japan, The Chinese have persuaded themselves
that the war Iin Europe will shortly end and
that the Unlted States, possibly with help
from Great Britaln, will defeat Japan; that
the Chlnese are toc tired and too worn and
too 1ll-equipped to make greater effort, es-
pecially when such effort may not be necessary;
and that the Chinese can sit back, holding what
they have agalnst the Japanese, and concentrate
thelr planning upon China's post-war political

and economic problems,m
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PSF Chena. fotder

ADDSEEE DFFHILAL COMFSITATICNS TT
THE SECRETARY OF STATE

DEPARTMENT OF STATE
WASHINGTON

December 9, 1943

MEMORANDUM FOR GENERAL WATEON:

i Dear Pa:
I am enclosineg herewith a cory of a note which
hee been received from the Chinese Ambassador, cuotine a
r

message to the President from General Chiane Hzi-shek,

Georre ff Summerlin

Fnelosures
Cony of note dated
December 8, 1943.
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CHINESE EMBASEY
Washington

December 8, 1943

My dear Mr. Secretary:

I have the honor %to inform you that I have Just

received the following message, dated December 7, 1943,

addressed by the Chuirmun of the Netional Government of

the REerublic af China to the President of the United Etates

of America:s

"I find 1t difficult to express the great
pleasure I felt in meeting you. Madame Chiang
was particularly delighted to see you again
shortly following the memorable visit to your
country.

"Our recent conference in the nelghborhood
of Ciiro 1s momentons and historic. The official
communigue is hailed by the Chinese army and people,
Just as 1t is hailed elsewhere. In heraldinc a
sure and complete victory, the conference crystalized
as never before our war alms in the Far East. It
vindicated the full cooperation and firm solidarity
of the United Nations. While givine renewed impetus
to every soldier and civiliun on our side, it sealed
the fate of Japan, our ruthless common enemy. It
has in fact laid the corner stone of a just and
lasting peace after the unconditional surrender of
the axls powers. Because of your hirsh ideal of
justice, ths cnference proved a success which will,
I am certain, have favorable repercussions in the
morld military situation.

flay I express to you my deep aprreciztion for
the noble spirit and broad visién you have conslztently

shown

Honorable Cordell Hull,

Secretary of State.
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shovn in dealine with world protlems partienlarly for
the unfailing assistance you have repeatedly rendered
to China,

fMadame Chiang Joins me in sending you our
heartiest preetings and she wishes to be kindly
remembered to Mrs, Hdoosevelt,?
I shall be sreatly obliged 1f you will be egood enough
to transmit the above messuge to its high destination.
I am, my dear ¥r. Secretary,

Very sincerely yours
El

WEI Ta0-MING



DEPARTMENT OF STATE
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DIVISION OF COMMUNICATIONS AND RECORDS

From:

*
e

Number ; . Dated: 7

A

Code:

Caption:

This telegram has been distributed to:

Please advise the Division of Com-
munications and Records if further dis--

tribution should be made. ./
Tt LR R



FMH Chungking

This telegram must be

closely paraphrased be- Dated December 9, 1943
fore being communicated

to anyone, (SC) Rec'd 7:28 p.m.

Secretary of State, -

Jaghington.

2561, December 9, 3 p.m, (SICTICI ONZ)

STRICTLY (e, 'O5 VIIZ LEOIDENT ALID
THE S=CRETARY AlD UNDER SECRETARY. i T_FGRLDISTRIHLTIGN.

One, The Embasay has recently hed seviral
intimations that China proposes soon to ask the
UhitEd.StatEE for another substantial political
loan.

de here perceive no sound basisz, political or
Economic, for supporting any sucii loan proposal at
this tine,

hina does not laclk substantial United States
dollar resources, government and pravete, Including
the 200,000,000 included for the purclase of American
gold, io;ErnmEnt balances in the Unitcd States are
believed to be in excess of 300,000,0C0 and to be
mounting very substantially each wmontli. Private
holdiri=s are estimated at between 4 and 500,000,000,

It is not feasible for China to mobilize her
United States dollar resources to combat internal

inflatien,

DECLASSTFTED L
State Dept, Letter, 1.11.78

By J. Schauble Date__FEDB BI&



=2« /2361, December 9, 3 pem, (3ZCTIUN ONE) from

hungling
inflation, and the manner in whieh the half billion
dollar American credit was employed Goes not inapire
confidence that a further loan would be better
handlzd, Further, China has not j:t Legun to use
the British sterling credit granted ot the sane time
as the American loan,

Even if the Burma Road is re-optned, -China has
adequate resources to Cinance purcicse of such
commercial goods as could bE pPErultitcd to be
brouzht in, While the war continurz the Burma
Road vwould need to be restricted priicipally to
military supplies and equipment and most of these
would be Lend-Leasz,

From the politicel angle, there is now no neged
for any further loan. The military action of the
United Lations promising Evrntuai comiplete viectory
and restoration to China of all lost territory, there
is no reason to fear that China mi it seek a separate
pEacE. It s true that there is ;radval increasing
deterioration in the whole Chingse structure,
military, economic and administrative but a further
American loan at this time would not improve that
situation or retard the deterioriation.

China's
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-3~ /2361, December 9, 3 p.m, (SICTION ONE) from
Chungking

China's political and territorial aspirations
have largely been assured by the pledge to continue
the war until the unconditional surrcnder of Japan,
by recognition of China in the iloscow Declaration and
ot the Cairo Conference as one of The Big Four Powers,
and by the Caire Declaration, which sjpears to be
particularly reassuring in reference to lienchuria
toward which area China has frarcd possibls Sovict
ambition, I

Two. Constant careful observotion of the
situation in Chins, leads to the conviction (a)
that there is a strong disposition in the Chinese
Governuent to exploit to‘thz full the existing
open aendedness and good will of America, with
1little or no thought of acceptins auy refusal of
Chinese requests or of giving any quid pro quo or
Even of considering mutual benefits; (b) that there
is growing complacency in regard to tle war, EXtending
up to imny influential officers and advisers to
Prssidcﬁt Chiang, who are disposed to feel that China
has done her full part in resistin; the Jeps for
more thon six years and that Auerica should now
undertake the full burden of the conflict: and (e)
that in discussions for the forimulotion of plens for

4 new
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-4~ /2561, December 9, 3 p.m. (SICTICN ONE) from
Chungking

a new and powerful China the tendency is distinectly

toward a clecerd economy designed solely for Chinese

benefit and definitely away from those liberel

principles for mutually beneficial world Ecnnbmy

set forth in Secretary's address on July 16, 1937,

the Hull quo exchange of notes of .iav 1941, the Mutual

Aid Agreement of June 2, 1942 and other expressions

of our post-war objectives,

No falr minded observer can fail to credit
China for containing in this country & substantial
Jap force which might otherwise be used against us
elsewhere, (Soviet Russia has dont 1il:ewise on the

Siberian-Manchurian border).

GAUSOS

EDA

il i
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EMM Chungliing

This telegram must DE

closely paraphrased be=- Datzd Lecember 9, 1943
fore DeEing communicated

to anyont, (8C) Rec'd midnicht, 10th

Secretary of State,

Jashington,

2361, December 9, 3 pems (SICUICL ™WO)

lo one familiar with the condition of China's
armies and the 1n51;tica of the militery situatien in
the Chine theater could expect any subatantial me jor
military effort by China agasinst Japon, Sut there is
nevertheless a great deal that Chinc cen and should do
but is not doing, within the scops ol Chinese resources
and ability, to help herself and thus further the war
éffnrt by giving whole-hearted assistance to the
American eir force oand other imericon operations in
this tlzater and by reesonatle and equitable arrange-
ments for the Americen financing the war in the CThina
8rEa,

Jithin recent months at the instance of General
Stilwell the Embassy has been exerting constant quiet
in politicel quarters to impress upon China the necessity
of getting on with such works as the constructlon of new

air fields, construction and improvernent of rﬁada for

military transport



2= #2561, December 9, 3 peme (3ZCTICN TWO) from Chungking

military trensport and communicetion Lurposes, e€tc.
Inveatiration has shown that Chings: budgets for such
purposes have been cut and have only bEEn restored |
under pressure end that funds appropriated have been
long delayed in being issued oy the Yreasury thus
deleyinr: the work, wuiet confidentizl investigation
in assistance to our army nhas disclosed indications
of extensive corruption, jealousies, celays and
sabota~t of honest effort.

Qur army is paying out large sums monthly in
financing eirficld installations, .scving transportation
chargzes, etec. Thesc peyments run to tuenty or more
million émerican dollars monthly and are constently
risin;. Our costs are stated to De from eight to ten
times tliose which would be incurred in the United
States (repeat in the United States) for similar
facilities and services due to Chincse insistance on
maintaining a fantastically arbitrary exchange rate
for Chinese dollars against Unitsd otctes dollars.
With the runaway inflation in Chintc prices of commo=-
dities and services have increascd sixteen to eighteen
thousand percent (160 to 180 times) over 1937 levels

and are continuing to increasc at a rate of about ten

pErcent monthly

e



3= #2361, December S, 3 p.m. (SECTION TWO) from Chungking

percent monthly, But the Chinese dollar has been pegged
at five cents United States currency ageinst a prewar
rate of thipty-three cents. In relation to price levels
and prewor exchange rates the Chinegse dollar should not
now be worth more than one half cent to one cent.
Proposals made for some Ekchﬂn;t adjustment or arrange-
ments under reverstc lend-leasc have LEEn evaded, The
army continues its heavy and incrzasing monthly expendi-
tures at the arbitrary rate and China meanwhile is
quietly building up a substantial United States dollar
PESEPVE 8t our EXPENSE.

Some may argue that in her present deplorable
economic position China 1s unable to assist the United
States financially in our wer expenditures in this
country. I do not suggest that Chines should bear such
expenses but I suggest that China should not exploit the
United States in the matter. China should be encouraged
to realize that it is blessed to zive s well as to
receive and that by helping us she will be helping
herselfe :

In the face of all the forezoins I am of opinion
that no further American political loen to China cen be

justified et this time,

Three. I am

i

Cm -



4= 2361, December 9, 3 pem. (SECTION TWO) from Chungking

-~

Three. 1 am convinced that there should be a | i
quiet but persistent forming of our cttitude toward
China that it should be emphasized that mutuel benefit
is requisite in all our inter-govirmmental arrangements
and exchenges, that Chinese should be impressed with
the necessity of an all out effort within the limits of
her recsources and ability towerd winning the war toward
helping hersell by helping us in our var effort in the
China theater and that a more realistic and equitable 1
attitvde must be insisted upon from China in reference
to thz exchange financing of our dmerican expenditures
for military and covernment purposﬁs in this theater.,

four, On the subject of Chingse tendency toward
8 closed economy in the postwar period strongly recommend
that we should without further delay quietly put China
on notice 28 to our expectations bilore she adopts
polici=s which for reasons of oritntal face she may not
later be willing to alter, by opening negotiations for
our commercial treaty, advancing our Iroposals rsgﬂrding
the treatment of American commerce cnG American financial
and industrial interests, emphasizing the necesalty for
mutuni consideration and mutual benefit and inslsting

that Americans and Americen intercsts in China all enjoy

= rights and



a5e 2561, December 9, 5 Deme (SICVICN .00) from Chungling

rights and priviia;sa comparable to thoae enjoyed by
hinzst in the United sStates,
I OF HMESBMGE.
G.LUCS
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A strictly confldential telegram of December 9,
1543, from the American Embasay at Chungking reads
substantially as follows:

Recently numerous Iintimations have been received by
the Embassy that the Chinese Govermnment will approech the
Government of the United States for another substantial
loan of & political chereascter.

The Embassy does not see any sound basis for giving
its support at this time to any such & propcsed loan either
on economic or political grounds.

There 1s no lack in China of government and prlvate
United States dollar resources. Government balances in
the United States, lncluding the deollars 200 million allo-
cated for the purchase of American gold, are thought to
be over 300 million dollars end to be incressinc each
month very substantially. It is estimated that private
holdings are between 400 million end 500 milliion dollars.
As 8 means of combatting Internal Inflation it i1s not prac=-
ticeble for China to mobilize her United States dollar
inflaetion and the way in which the 500 mil.ion doller
American credit was used does not lead to confidence
that there would be a more effective handling of a further
loan., Noreover, the Eritish sterling credit made avallable
at the same time as the American loan China has not yet
cormmenced to use,

China has sufficient rescurcea to finance the purchase
of such commerclal commodities as could be allowed to be
introduced even if the Burme Hoad is reopened., 'ne Burma
HRoad would have to be restricted as long as the war continues
princlpally to milltary equipment and supplies, most of which
would be Lend-Legase,

_There is now no need for any further loan fpom & poli-
tical standpoint. There is no reason to apprehend that
China might seek & separate peace in the light of the mili-
tary actlon taken by the United fations promising complete
victory eventually and the restoration of all lost terri-
tory to China. It is a fect that, in the wholedf China's
structure, economic, adminlstratlse, and military, there
is & gradual increasing deterloration but that situstion
would not be improved, or deterloration retarded by a further
Americen loan at this time. The pledge to continue the
war untll Japan has surrendered unconditionally, recogni-
tion in the loscow declaration and at the Cairo conference
of China as one of the four great powers, and the Cairo
decleration which seems to be reassuring, especielly in



reference to llanchuria, in regard to whlch Chine has been
apprehensive of possible Soviet ambltions, have, for the

riost part, made sure Chlna's territorial and pelltical
aapirations,



Two, The eltustion in China having been under careful

and constant observation leade ue to have the convictione
which follow: (1) complacency in regard to the war 1is
growing and extends through edvisers =nd influentlal
officers to the Generalissimo, Their dispoeition 1s that

in reslsting the Japs for more then eix years China has

done her full share and that the full burden cof the confllct
should now be undertaken by the United States, (11) A
strong dlsposition exlsts in the Chinese Government toexplolit to
ite fullest American good will end open handedness which
exlst and with epparently little or no thought beln

given by Americe to refusing China's requests, (111) Tendency
in the formulation of plans end dlecuseione in connectlon
with a powerful and new China shows a definite trend

towerds 2 closed economy by which China would be the sole
beneficlary and veers distlnctly avay from those liberal
principles set forth in the Hull-queo (sic) exchange of notes
of May 1941, the Secretary of State's address of July 16,
1937, the Mutuel Aid Agreement of June 2, 1942 and other
expressions of our post-war objectives for a mutually bene-
ficially world economy,

China must be given credit by any felr minded observer
for continuing to keep occupled in China a very lsarge
Jepanege force which would be used elsewhere if not fully
occupied in China, On the Siberian-Manchurlan border
Soviet Russia has done likewlege,



PARAPHRACE CF TELEGRAM NO, 2361 FROM THE AMERICAN
EMBASSY, DECEMEER 9, 194Z, CONTINUED,

No substantial major military effort by China agalnst
Jepan could be expected by anyone femiliar with the loglstice
of the milltary sltu-tion iz the China theater and with the
condition of China'e armies, Nevertheleee, there ie much
that could and should be done bytChina but that China is not
doing, within the ecove of ite ebllity and resources, to
help herself and thus promote the war effert by wholehearted
aseistance to the American Alr Force end to other Am-rican
operatlone in this theater and by meking eoultable and
ressnnable arrangements for the Amcrican financing of the
war in thls area,

At General Stilwell'e instance, the Embassy within recent
months has been exerting in politicsl cuartere a constant
aquiet effort to lmorese upon China the necessity of getting
cileed with works, such as new air fielde, building end improv-
ing rcade for militery transport ané communlcstion, ete.

It has been found by investigeticn that China hes cut its
budgets for such purposes and only under nressure have they
been restored, It has elso found thet there has Leen long
treasury delay ln lecsuling apcropriasted funde and thet the
work haes thus been delayed. Investigstions oculetly and
confidentially made in aseletence to cur army have shown
indlicatlions of extenseive corruotinn, of Jealousies, of delays,
and of sabotage of honest effort.

Large monthly esume are being pald out by our army to
finance air field installetione, pay transportation charges,
ete, The monthly amounts run to twenty million American
dollare or more and are constantly rising. It iz stated
that our coste are from elght to ten timee what would be
incurred in the United 3tates for eimilar facilities and
servicee, this belng because the Chlinese lnslet on malnteining
a rate for Cilnese dollare agalnst Uniied Stetes dnllars
wileh 1g fantasticelly arbitrary. Runaway inflation in
Cahlna 18 such that prices of goods and services have increased
160 to 180 times (16,000 to 18,000 p ercent) over 1337 levels
and the increaee in prices contlnues a2t a rate of about ten
percent per month, The Chinese dollasr, however, has been
pegged at five cente United States currency (the nre-war rate
wag thirty-three cente), The Chinese dollar, in relation %o
price levels and pre-war exchange rates, should not now be
worth more than one=half cent to one cent, China hae evaded
proposals which have been made for some adjustment of exchange
or some arrangemente under reveree lend lease,

The heavy and incressing monthly expenditures of the
Arny continue at the arbitrary rate while China quietly
bullds up at our expense a substantial United Stotes doller

regerve,

It may be



e

It 2ay be argued by some thet China in 1te nresent
deplorable economic nositicn 1e not in a poeltion to aselet
the United States flnancially in our war exnendlturee
within Clilna, It le not my euggestion that such exnensee
should be borne by China but I cuggent that China chould
not exploit the United Statee in the matter, Realizetion
by China that 1t 1s bleesed to glve a&s well as to recelve
and that she will be helping hereelf by Leloing ue should
be encouraged,

1 am of the ovinion th-t at this time no furtaer f
Anerican pollticsl losn to China cen he Jjustified in
the face of all the foregolng.

S« It 1s my conviction thet our attitude toward Chins
ehiould be quietly end persietently firmed; it should be
emoheelzed thet there is need for mutual benefit in ell
cur intergovernuental arrangements for exchanges; the
nececelty of an all-cut effort within the limits of Chinale
resourcee and abllity toward winning the war and helping
hereelf by helpling ue in our war effort in thie theater
should be lmnreesed on the Chinese, and thet there be
insistence upon a more ecuitable znd reolistic attitude
by China in regard to the exchsange financing of our Americen
expendituree in thils theater for governmentrl and military
purposes,

4. Referring now to the Chineee tendeacy toward a
closed post-war eccnomy, I recomuend strongly that without
further delsy we should guletly nut China on notice as %o
what we exoect before policlee sre adonted by China woich
later for reasone of oriental face she may not bte willlng
to change, by ovening negotlatione for ocur commercial treaty,
edvencing our proposals in reepect of the trestment of
Am=ricen commerce and Amcricen finencisl and industrial
interests, emphaslzing thet mutual conesiderstion and mutuel
beneflt are necescery, ani ineleting that righte and
crivileges coupearable to those wnich Chinege enjoy 1n the
United States should be enjoyed by ell Americane and American
intereste in China,

GAUSS
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THE SECRETARY OF THE TREASURY
WABHINGTOMN

')

pecember L1H, 1943

HEMORANDUN FOR THE PRESIDENT

You have spoken of the request of Ceneralissimo Chlang-
Hal=Chek for an additional 51 blllion of financlal aid to
China to be used tc help control inflation and for postwar
reconstruction.

i

e facts regarding inflation in China and the possi-
bility of its contrel through the use of dollar resources
gre &s tollows:

Inflation in China, &3 you well know, arises from the
;rave inadegquacy of produc tion for war nceds and esszential
clvillan consumption. Supplles uave been urastically re-
duced by enemy occupation and the cutting off of Imports
except the amall amounts tiist come by alr or ere smuigled
from cccupled territory.

The Chinese Government cannct ccllect sufficlent taxes
or borrow from the people 1n adegquate anounts. AS &4 con-
sequence, the Government nas been 1ssuing 5.5 billion yuan
a month, twice the rate of a year ago.

The officlel exchenge rate for yuan 1s now 5 centsj
belore China entered the war 1t was %0 cents. The open
market rate for yuan in U, 3. paper curlency 1ls one cent
and in terms of old one-third of a cent.

You have suggested the posslblility of cur selllng dol-
lar currency for yuan to be rescld to China after the war
at no profit to us. No doubt somethling could be done to
glleviate Inflation through the sale of old or dollar cur-
rency in China, I neve received the followlin; mnessaie from
Lr. Kung dated December ll:

"You will be pleased tc hear that the recent
gold shipment 1s one of the outstanding factors
contributing to the strengthenling of lapl, because

BUY
STares
AR

people believe that the arrivel of “old has in-




creased the much needed reserve of our currsncy,
‘hereby influencing the stability of prices, ‘he
action of the United States Government re-affirms

to the Chinese people that, desgpite dit'ficulties
arlsing from the blockade &nd the cumulatlve efe
fects of over six years of war acalnst the in-
vasion, China has a powerful friend desirous of
strengthening China's economy as cohdltions permit,™

lowever, while something could be done to retard the
rise in prices, tne only real hope of controlling infla-
tion 1s by getting more zoods Into China. Ihias, you know
better than I, deoends cn future milltary operations,

IT

China has tried two similar uone tary remedies for
alleviating Inflation without marked success,

l. '‘he Chlnese Government issued and sold wollar
securltles for yuan, seiting eside 4200 million of the
ald granted by thls country for the redemption of the
securltles. {lhese sccurlties were scld at exorbltant
profit to the buyers, ior instance, = person holding
2100 In U, 3, currency could have quadrupled hils money
in less than two years by selling the curreney for yuan
on the open market and buylng the doller securities
l1ssued by the Chinese Government.) I belleve that the
program made no significant contribution to the control
ef inflation.

2. 'The Chinese Government has recently becn selling
sold at & price in yuan eguivalent to +550 an ounce,
about fif'teen tilmes the officisl rate. /e have shipped
to China more than (10 million of gold and they have sold
ebout .2 million of gold for yuan. Ihis program has not
been tried suffieclently to warrant any definite conclusion
as Lo 1ts possible effect.

China now has (460 million of unpledged funds in the
United Stales and is getting sbout w20 million a month as
& result of ow expenditures., (hina could use these funds
in selling gold or doller assets for yuan, although in my
opinion such schemes in the past have had little effect
except to glve additional profits to insicers, speculetors
end hoarders and dlsslpate forelgn exchange respurces that
couid be better used by China for reconstruction.



Under the circumstances, & loan to Chlna for these
purposes could not be Justified by the results that have
been obtained. It 1s my opinion that a loan 12 unneces-
sary at this time and would be undesirable from the polnt
of view of China and the United Ctates. Large expendl-
tures on ineffective measures for controlling Inilatlion
in China would be en unwlse use of her borrowlng cepacity
which should be reserved for productive uses in other ways.
on reccnstruction, it 1s too soon for us to lmow the best
use or the best form of the ald we might give to China.

tecommendetions

Vor the past five yesrs I have nad a deep admlration
for the velliant fight that the Chineae people, under the
leadershlp of Chiang-{ai-Zhek, have waged agalnst Japanese
aggression. ‘Therefore, I am in complete sympathy with
your position that no stone be left unturned to retard the
rise in prices. Using the tools we have at hand, I recom-
mend the followlng:

1. All U. &. expenditures in China, currently 400 mil-
lion yuan a month and rising rapldly, be met througnh the
purchase of yuan with gold or dollar currency at whatever
price we cen get them for in the open market. 'Tnls is
equal to more than 10 percent of the present rate of lssue.

2. Accelerate the shipment of gold purchased by China
to twice the amount we have previously planned to send. It
should be possitle to ralse gold shipments fmom 6 millicn
a month to about 12 million. At the present orice for
zold in the open market this would be equal toc the present
5.5 blllion of yuan currency that 1s being issued,

The impact of this two-fold program should contribute

to retarding inflation, always besaring in mind that the
basic reason for inflation in China 1s the shortage of

goods.

i./
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THE WHITE HOUSE
WASHINGTON

December 22, 1943.

MEMORANLUY FOR THE PRESIDENT:

One of the Alr Corps officers on
the plane with the Generalissimo and
!fadam Chiang XKai-shek, brought this
personal letter to you and one to Mrs.
Rnosevelt. They also sent a present
to Mrs., Boosevelt. Her letter and present
have been delivered by the officer to
Malvina, and I hand you herewith this
letter from the Generalissimo.



HEADQUARTERS OF THE GENERALISSIMO
CHINA

Chungkinz, Czechuan

(owtidemntiet Decerber 5, 1943

Py S U, S oundut

The Generalissimo and I arrived in Chungking on the
morning of December 1lst. On our way we inspected the training of
the Composite Ting in Farachi. Ue also stnpped at Ramgarh for
the day to inspect the troops and to atsend the practice of tanks
and ariillcry and finally, Eute that night, we etonned at Chabau
where we had a conference with the gemerals commanding the forces
et the Ledo front. Admiral llountbaetten met us at Ranchi and
accompanied ue to the Ramgarh manoeuvers. You will be glad to
know that the Generalissimo was delighted with the training and
spoke to the troops exhorting them to give their best in the ecoming

Burma campaign.

Since our homecoming the Cairo comgunique has been
published. Its effect of uplifting the morale of our army and the
geople has been electric; in fact the entire nation is articulate

o a degree that has never been known before in unanimously hailing
the conference ae a sure sign-post leading the Far Hast towards
post-war peace. The leadership which you so eminently displayed
and the magnificent spirit permeating all that you are undertaking
for the good of humanity are subjects of conversation amonsst all
Chinese circles. The concensus of oEiniun is that "President
Roosevelt is a great man and he does things in a truly great spirit.”

Immediately upon our return the Generalissimo consulted
with Dr. Kung regarding the feasibility of the Pl&n which you
suzgested in our conference regarding the alleviation of China's
urgent economic situation. Dr. Kung has studied its possibilities



2.

with great care and he wishes me to tell you that, in his opinion,
your suggestion is both generous and kind and he thinks some feasible
rocedure could be workeﬁ out with the aid of 3eeretary llorgenthau.
e appreciates the interest and concern you have shown in helping
us to fizht aggression not only with the military machine, but with
economic weapons as well, He is impreessed with the faet that you
see with such clear foresight and vision that, in order to continue
resi stance, methods and means must be evolved to hold intaet China's
economic security, a fact which you doubtless will remember that
the Generalissimo emphasized was even more critical than the military.

The Generalissimo is now thinking of asking Dr. Kung or
his appointee, empowered with full credentials, to go to Uashington
to discuss the details with the American Government and would like
to know whether this is satisfactory to you. It would, of course,
be best if Dr. Kung could go himself, but, failing that, he will
gsend one of his trusted men to go in his stead.

I need not tell you how grateful we feel that you have
pronised to speak to the Treasury about the two hundred million
gold bar arrangement.

The Generalissimo wishes me to thank you again for your
promise to help stabilize the fapi.

l§iith all good wishes,
Yours very sincerely,
%7%-:47

(Madame Chiang Kai-shek)

President Franklin D. Roosevelt
The Thite House
lashington, D.C.

ad }L{t; f‘ﬁf%& e *
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THE WHITE HOUSE
WASHINGTON

December 23, 1943.

MENORANDUM FOR THE PRESIDENT:

The situation to which the
Ambassador calls attention is
causing great resentment on the
part of all Government and privete
agencies dealing with China.

RS, Y

Lauehlin Currie



erpt from Cable #236 Dec. 10 .

"It is felt by me that since China is highly sensitive to
U.8. publiec eriticiem and opinion, some carefully contrelled
publicity regarding existing arbitrary exchange situation in
China as affecting the costs which must be paid by us for
financing the war effort here —- costs 2 to 10 times those
payable for comparable services and facilitlies in the United
States -- and a possible suggestiocn of interest in the metter
on the part of Congress would be beneficial here in lighting
a fire under those persons inclined to be evasive and non-
cooperative end desirous of continuing to exploit the situa-
tion for the purpose of accumulsting large reserves of U.S.
dellars out of our expenditures for the War effort."
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