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/ T HE SECRETA~Y Or:' T H E TREASURY 

WASH I NGTON 

January 3, 1938 

t!y dear Hr. Presi dent : 

I am transm1 tting her ewith for 
your i nformation two memoranda: (1) 
some data oertinent to restriction of 
J apanese t rade and (2 ) the Vice Presi­
dent's uroposal to r educe t he number 
of Federal taxes t o five . 

Faithf ully yours, 

The President, 

The White House . 
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TH (: SECRETA RY 0~ TH£ TRfA8 U "Y 

WA8H I NO T'ON 

J anuary 10, 1938 

Lfy dear !Jr . Presi dent : 

I am enclo~ing here11i th 

for your 1nfor cat1on a memorandun 

d~tcd Jcnuary 8 , on, "Current 

United Stat es Trade with Japan 

China . " 

Sincerely , 

The President , 

The ~te House . 

Enclosure. 



TREASURY DEPARTM EN T 

INTER OFFICI COMMUNICATION 

o•n January 8 , 1938 

• o Secretary L!organthau 

••o" Ur. Haas 

Subject : Current Unit ed States trade with J apan and China 
(Preli minary data ) 

Unit ed States trade wit h J apan dur i ng the first four weeks 
of December 1937 . 

( l ) Uni t ed States expor ts t o J apan during the firs t four 
weeks of December wer e con siderabl y lower than dur ing t he 
first four weeks of November and October of thio year. 

United Stat es exnorts to Ja2an 

Fir s t four weeks of 
December 122Z November 122Z October 122Z 

1st Week $ 1 , 7o4 , ooo $ 1, 180,000 $ 1,727,000 
2nd Week 5,3oa,ooo 4 , 813,000 a · 446 , ooo 
~rd Week 2,39 , 000 4 , 745 , 000 ' 92, 000 
th Week } ,0}},000 i,no, ooo __g., z~>2, ooo 

Total 4 Weeks $ 12,436 , 000 $14,468, 000 $18' 728' 000 

( 2 ) United States imports from J apan during the f irs t four 
weeks of December compared with the same weeks of November 
a nd October of this year decreased sharply, t he decrease being 
part i cularly seve re in the l ast two weeks of December. 

let Week 
2nd Week 
~rd \'leek 
th 'li'eek 

Tota l 4 Weeks 

United states import s from Japan 

Firs t four weeks of 
December 19}Z November 1227 October l9}Z 

$2 ,159' 000 $ 3, 234,000 $ 3,328, 000 
3 ~ ~o61ooo ~ , 65 1000 3~4S4 1 ooo 
216721000 . 33a~ooo ~ ~ 191000 
1 ,}18, 000 i,Z1 ,ooo ,o6o, ooo 

S9~555~0oo $1419401000 $141 791 1 000 

The i mports from J apan , i n 1935 and 19361 di d not decrease 
during December of those years compared with previous months . In 
Decembe r 19361 United s·tatee i mports from Ja pan amount ed to 
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$16 , 427, 000 comoared with $15 , 340,000 for November or that 
year; in December 1935, United States imoorts from Japan 
amounted t o $14,370 , 000 compared with $14,022,000 for the ore­
ceding month. 

(3) The following items show large decreases in our exports 
to Japan during the first four weeks of December as compared 
with the first four weeks of November and October of 1937: 

First four ·.~eeke of 
December 1937 November 1937 October 1937 

Petroleum products $3,333,000 
Industrial machinery 9g2 , 000 
Iron & steel semi-mfrs.g99 , 000 
Vehicles, parts & 

accessories 
Copper 
Scrap iron & steel 

Scrap braes & brass 
Hides and skins 
F'ert111zers 
Coal tar products 
Ferro-alloys 
Industrial chemicals 
Pig iron 

710,000 
6gl,OOO 
479 , 000 

304,000 
270,000 
131+,000 
102 , 000 

51 , 000 
33,000 

NH 

$4,451,000 
1,3g3 , 000 
1,172' 000 

s4o,ooo 
1,570 ,000 

564,000 

550 , 000 
372,000 
234 , 000 
lSl , OOO 
356,000 
216,000 
201,000 

$4,216, 000 
1 '345 ' 000 
3 , 5g0 , 000 

6?t4 , ooo 
1,4n,ooo 

994 , 000 

41S,OOO 
S33 , 000 
20S , OOO 
255 , 000 
279 , 000 
133,000 
SS7 , 000 

The following items show large increases in our exports 
during the first four weeks of December as compared with our 
exports of these items during the first four weeks of November 
and October of 1937: 

Cotton, r aw 
Paper base stocks 
Tobacco and m81lu-

factures 

First four weeks of 
December 1937 November 1937 October 1937 

$1,650,000 
1,3g9,000 

257,000 

$673,000 
940 , 000 

Nil 

$ 941 , ooo 
1 ,106,000 

19,000 

(4) The imports of r aw sil k decreased by more than $3,000 ,000 
in the first four weeks of December compared '~lth t he first four 
weeks of November 1937. Import s other than aUk also declined 
sharply during the first four weeks of December, compared wi th 
previ ous months . 

Raw sllk 
Imports other 

raw s1lk 
Total 

then 

Imports during the first four weeks or 
December 1937 November 1937 October 1937 

$4,925,000 

4, 6~0 , 000 
$9 ,5 5,000 

$S , 094 , ooo 

6 , g46 ,ooo 
$14,940,000 

$S,02l , OOO 

6 ,Fo, ooo 
$14, 91,606 
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The items imported from J apan showing increases in the 
fire t f our weeks o f December as compared with t he first four 
weeks of November 1937 were tea, chemicals and related prod­
ucts, metals and manuf actures, fla x, heQp and ramie manufactures , 
and bristles. All the other s i gnificant ite=s decreased i n the 
later period. 

( 5 ) or the total of $12.~36,000 of exports to Japan duri ng the 
firs t four weeks of December 1937, the following items account 
for al mos t all . The November 1937 figures are shown for compar­
ison. 

Petroleum products 
Raw cotton 
Paper base stock 
Industrial machi nery 
Iron end steel semi- manufac t ures 

Vehicles, parts and accessories 
Copper 
Scrao iron and eteel 
Scrap braso and brass 
Hides and ak1nB 

Tobacco and manufactures 
F'ert111 ~era 
Wood, unmanufactured 
Coal tar produ ots 
Pig lead 

Edible veget~ble products 
Naval stores, gums and resins 
Chemical specialties 
Ferro-alloys 
Industrial chemicals 

All other 

Total 

First tour weeks of 
December 1937 November 1937 

$3,333 .000 $~.451,000 
1.650,000 673, 000 
1,389 ,ooo 940,ooo 

982,000 1 ,3g3,000 
899,000 1,172,000 

710,000 
681,000 
479,000 
304.ooo 
270,000 

25l, ooo 
13 ,000 
118,000 
102,000 

95,000 

59,000 
54, 000 
5 ,000 
51,000 
33,000 

zz2 ,ooo 

$12,436,000 

84o,ooo 
1,570,000 

564,000 
550.000 
372,000 

Nil 
23~.000 
94,ooo 

181,000 
41,000 

19,000 
92,000 
lz,ooo 

35 ,000 
216,000 

ZOl , OOO 

$1~,46s , ooo 
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{6) Of t he total of $9,555,000 of our i mports from J apan 
during t he first four weeks or December 1937, the following 
i tems account for almost all . The November 1937 figures ar e 
shown for compari son . 

Raw silk 
Cot ton manufactures 
Tea 
Porcelain and chlnaware 
Paper and manufactures 

Pyrethrum flowers 
Fish 
Silk manufactures 
Chemicals and r elated products 
Vegetable food products except tea 

Metals and manufactures 

First fou r weeks of 
December 1937 November 1937 

$4,925,000 
69g,ooo 
1!.4g,ooo 
272,000 
24S, OOO 

246,000 
244,000 
205,000 
191 ,000 
16g,ooo 

$S,095,000 
979,000 
433 ,000 
30S, OOO 
260,000 

373,000 
c;oo,ooo 
45c;,ooo 
94,000 

1S7 ,000 

Flax, hemp and r ami e and manufactur es 
Earthenf7are 

155,000 
153,000 
112 ,000 

139,000 
142,000 
220,000 
1SJ,OOO 
205 ,000 

Wool and manufactur es 
Rayon and manufactures 

Wood and manufactures 
Glass and glassware 
Bristles 
Al l other 

Total 

106, 000 
104,000 

99,000 
92,000 
74,000 

1,015,000 

$9,555,000 

443,000 
1S9,000 

67 ,000 
l, 66s ,ooo 

$14,940,000 
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United States trade with China during the first four weeks of 
December 1937. 

(1) United States exports to Hong Kong, China and Manchuria 
during the first four weeks of December increased slightly 
over the first four weeks of November 1937, t he increase being 
in our exports to Shanghai, South China ports and Hong Kong. 

let 4 weeks of 
December 1937 

let 4 weeks of 
November 1937 

United States exports to: 

North China and Shanghai, South China 
Manchuria and Hong Kong 

$2 ,417,000 

2,656,000 

$4,523,000 

3,067,000 

\Vhole month of December 1936 

Total 

$6,940,000 

5, 723,000 

$5,255,000 

(2) United States i mports from Hong Kong, China and Manchuria 
during the first four weeks of December were lower than the first 
four weeks of November 1937· 

let 4 weeks of 
December 1937 

let 4 weeks of 
November 1937 

United States i muorte from: 

North China and Shanghai, South China 
Manchuria and Hong Kong 

$1,053,000 

l,S45,000 3,917,000 

Whole month of December 1936 

Total 

$4,736,000 

5.762,000 

$5,365,000 
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(3) Lending export items to Chinn : 

(a) To North China ana ~anchuri~ 

Iron nnd steel semi-mnnufnctures 
Vehicles , parts and accessories 
Petroleum nroduct a 
Tobacco ~nd Qanuracturea 

Ind:~strial cachinery 
Wood, un •~nufactured 
Raw cotton 
All other 

Totnl 

Flrst four weeks of 
Deoe;nber 1931 !love1:1ber 1931 

81 ,429 , 000 
439 , 000 
198,000 

96 , 000 

83 ,000 
59 ,000 
38 ,000 
75 .000 

$2,l117 , 000 

$1 , 510, 000 
312 , 000 
267 , 000 
197 , 000 

14,000 
61 , 000 

16S , OOO 
127 .000 

$2, 656 , 000 

(b) To Shan~hai , Sout h China ports and Hong Kong 

Petrol eum product s 
Vehicles , pnrts and nooeasor1ea 
I r on nnd steel seo1-mnnufnotures 
Tobacco nnd manuf~otures 
=dlbl e veg etable products 

Pri nted mat ter 
Fi rear ms nnd amounit1on 
?nper mnnufnot ureo 
All other 

To tal 

Flrst tour weeks of 
Deoe::~ber 1937 November 1937 

$1 ,055, 000 
971,000 
606 , 000 
596 , 000 
271 , 000 

109 ,000 
99 ,000 
96 ,000 

720 , 000 

$4, 523 , 000 

$ 80S , OOO 
231 , 000 
524 , 000 
399 , 000 
201 , 000 

133 , 000 
46 , 000 
65 , 000 

660 , 000 

$3, 067 , 000 



Secretary Yorgenthau - 7 

(4) Leading i mports from China during the first four weeks or 
December 1937· 

(a) From North China and ~~nohuria 

Bristles 
Wool and manufactures 
Lel\ther 

Cotton manufActures 
Peri lla on 
All othe r 

Total 

First tour weeks of 
Dece~ber 1937 November 19}7 

s i98,000 l 787,000 
79,000 4911-,000 

101,000 95,000 

69,000 ~7 ,000 
~7,000 ~,000 

2 2 ,000 ~ ,ooo 

81,053,000 Sl,845,000 

(b) From S~~g~~. South China ports and P.ong Kong 

Wood on 
Tin 
Fl~x. hemp and ramie 
Bristles 
Food products except tea 
~ool and manufactures 

Lea ther 
Raw s1lk 
Cot t on manufactures 
Tungsten ore 
Tea 
All other 

Tot al 

Firs t four weeks or 
December 1937 November 1237 

$ 745,000 
567,000 
523,000 
262,000 
190,000 
175 ,000 

168,000 
141,000 
106,000 

84,000 
74,000 

648,000 

,;3 , 683 ,000 

s 624,000 
641,000 
423,000 
194,000 
142,000 
139,000 

106,000 
412,000 
100,000 

48,000 
132 , 000 
256,000 

$3,917,000 
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THC 6£C:ACTA.-v OJ" TtU: 1'1111CAeU"'Y 

WA.Io411110'1'0N 

JarrJ-a ry 15 , 19)8 

My dear ~. Pres i dent: 

I aa eneloatnc hered tb tor YOI.lr 

tntoruation • memorandua dated January 1,, 

on, "Curreot Uni ted States Trade with J apan 

and Chi na," for the •onth or December. 

fa! thfully' 

~~"6 Sooret~o ~ 
the Prtaiden~, 

Encl osure. 
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TREASURY DEPARTMENT 

INTCit O,.~ICK COMMU HieATION 

~ Secre t ary Uorgenthau 

rooM Pretlar•d by !Jr . \l'htte 

Subject: Current trade w!th Ja~an and China 

A. Un!ted States trade w!th Ja~an during Decenber 1937. !/ 
(1) United States exoorts to Jaoan . 

!I 

United St~tes exoorts t~ Ja~en in Deceober 
1937 were 11 oercent lese thnn dur!ng November 
1937

6
, ~nd atl~roxlmately the same as in December 

19} 0 

!.lli. !ill 
Dece'1ber $16,140,000 $16,433,000 
Novenber 1S,l33,000 24,100,000 
October 20,129,000 26,665,000 

Seotember 16,S42,000 21,325, 000 
August 24,643 ,000 10 , 764, 000 
July 26,509,000 11, 975 ,000 

Excludin exoor te of relY cot t on, our exoorts 
t o Ja?aa 1n ecen er were about $3 ,000,000 
lese thnn our exoorts during NoveMber 1937, and 
were considerably lese than the average for the 
lest s1x aonthe. 

United States exoorta to Jaoen, excluding raw 
cotton: 

!.lli. !ill 
Decflf'lber $14,232,000 $ S,69l,OOO 
llovenber 17 ,336,000 9.335,000 
October lS, 55S ,OOO 9,7S7,000 

s .. ,tenber 15,4Z!,ooo 10,552,000 
Augu!!t 2~, ~·000 9,201,000 
July 2 . 56 ,000 10,965,000 

Prev!OUG reoOrtS COV9r woekly t'iguree only. This 
reoort !a ror t he whole month or Decenber. 
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(2) United States i moor ts from Japa n. 

Uni ted States im"orts from Japan in December 
1937 dropoed ahar oly from the levels of the pr eceding 
months, and were considerabl y under December 1936 . 

1937 1936 

December ~11 , 674 , ooo '!16, 427, 000 
November 17,190 , 000 15,340 , 000 
October 15, 420, 000 15 , Q30,000 

Sentember lg,985, 000 16,012 , 000 
Augus t 1 ,297, 000 16 , 045, 000 
July 16 ,482,000 12, 157 , 000 

(3) Cotton exnorts t o Janan increased during December 
1937 , compared wi th the previous month, but were still 
only a sma~1 oortion of our usual exnort~ of cotton t o 
Japan. 

U. S. exnorts of cotton to J anan 

December 1937 
November 1937 
October 1937 
December 1936 

~1 . 905 , 000 
797,000 

1,571 ,000 
7. 753,000 

(4) Export• of iron and steel ACrao t o Janan continued 
to decli ne i n December, comnared with nrevious months 
in 1937 . 

U. s. exnorts or iron and steel 
scrap to J snan 

December 1937 
November 1937 
Oct ober 1937 
Seotember 1937 
Monthly average, ){ay 

to August 19'37 

'! 479,000 
633 ,000 

l,lfLS, OOO 
1, 402 ,000 

5, 600, 000 
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(5) The following export items show important 
increases in our trade with Japan during December 
1937, compared with November 1937. The values or 
tbeee export commodities during December 1936 is 
shown ror comparison. 

Industrial machinery 
Cotton 
Paper baas stocks 

Tobacco 
Wood, unmanufactured 
Lead 

December November 
1937 1937 

$2,5~.000 $1,507,000 
1,908,000 797,000 
1,388,000 1,103,000 

257,000 
119,000 
101,000 

14o,ooo 
91+,000 
63,000 

December 
1936 

$1,005,000 
7 .753,000 

524,000 

278,000 
19,000 

Nil 

(6) The followi ng export Heme show important 
decreases ln our t rade with Japan durlng December 
1937, compared wlth November 1937· The value or 
these exports during Decea~ber 1936 is shown ror 
coopariaon . 

December November December 
1937 12:2Z 1236 

Petrol eum product s $3 ,744,000 $5,706 ,000 $2,008,000 
I ron and steel semi-

manuracturee 1,38~ ,000 1,622,000 ago.ooo Copper 96 ,000 2, 433 ,000 2,000 
Brase 304,000 723 .000 34,000 

Hides and skins 278,000 3~2 .000 47 ,000 
Fertilizers 134,000 2 ~,000 108,000 
Coal-tar products 12g,ooo 20 ,000 75.000 

(7) The decrease in our imports from Japan during 
December affected all but a few or t he maJor items 
or i mport. 

(a ) The i mport items showing significant 
increases in trade were: 

Chemicals an~ related 
products 

Fish meal and scrap 

December 
12JZ 

$214,000 
154,000 

November 
193Z 

1123 '000 
33,000 

December 
1236 

$)16 ,000 
120,000 



/ 
JCretary Morgenthau - 4 

(b) The import items showing significant 
decreases were : 

December November December 
19:H 19JZ 19)6 

Raw silk $5 .909,000 $8 ,943 ,000 ~n.oo4,ooo 
Cotton manufactures 85S,ooo 1, 130 .000 1,294,000 
Fish 317,000 . 764, 000 213,000 
Pyrethrum flo wers 277, 000 455,000 77,000 
Silk manufactures 252 ,000 533 .. 000 373,000 

Earthenware 143,000 232,000 86, 000 
Rayon and manufactures 127, 000 227,000 332,000 
Wool and manufactures 117,000 227, 000 33 .000 
Glass and manufactures 104,000 221 ,000 51,000 
Perilla oil 25,000 385 ,000 Nll 

{8 ) Of the total exports of $16 , 140 ,000 t o J apan 
during December 1937, the following items account for 
almost all. The values of these i tems of export in 
November 1937 and December 1936 are shown for comparison . 

December November December 
1~nz 1:m 19)6 

Petrol eum products $3,744,000 S5, 706,000 $2,006,000 
Industri al machinery 2 , 540, 000 1, 507' 000 1,005,000 
Cotton 1, 908,000 797,000 1.15a,ooo 
Paper base stocks 1,368,000 1,103,000 52 ,000 
Iron & steel semi- mfr s . l,365,000 1.622,000 350.000 

Copper ~64,000 2 , 433,000 402,000 
Iron and steel scrap 7~,000 633,000 2S~,ooo 
Brass 30 ,000 723,000 a ,000 
Hides and skins 278,000 372 ,000 7,000 
Tobacco 257,000 14o,ooo 278 ,000 

Fertilizers 134, 000 262,000 108,000 
Coal-tar products 126 ,000 206,000 75, 000 
Ferro-alloys 124,000 170,000 90,000 
Wood, unmanuf actured 119,000 94,000 19 ,000 
Lead 101,000 63,000 Nil 

Chemi cal specialties 81 ,000 19,000 136,000 
Naval stores , gums and 

rosins 76,000 92,000 299,000 
Electrical machinery 

l4,ooo ~,000 66,000 and appar atus 
Edible vegetabl e prod . 6,000 ,000 95,000 
Nickel 43,000 5l,ooo 23 .000 
Other 1 '947 ,000 2, 02 ,000 2,1:l20 1ooo 
Total Sl o ,l4o,ooo Gl 6,133,ooo $16 ,433,000 
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(9) Ot the total imnorta ot $11,674,000 from J apan 
in December 1937, the following items account tor 
al mos t all: 

Raw silk 
Cotton manufactures 
Tea 
Porcelain a nd china­

ware 

Fish 
Paper and manufactures 
Pyrethrum flowers 
Edible vegetable orod-

ucta, except tea 

Silk manufactures 
Chemicals and relat ed 

oroducts 

December 
1937 

$5 ,909, 000 
g5g,ooo 
509,000 

325 ,000 

317,000 
300, 000 
277,000 

262,000 

252,000 

Metals and manufactures 
Flax, hemp, ramie and 

manufactures 

214,000 
179,000 

163,000 

154,000 
149,000 
143,000 
127,000 

Fish meal and scrap 
Wood manufactures 
Earthenware 
Rayon and manufactures 

Wool and manufactures 
Glass a nd manufactures 
Bristles 
Camphor and on 

117 , 000 
lo4, ooo 

75,000 
55,000 

Printed matter 39,000 
FUrs , hides, skins, 

leather & manufactures 33,000 
Perilla oil 25,000 
Other l , ogg, ooo 

November 
1937 

$g,943,000 
1,130,000 

535 ,000 

355 , 000 

764, 000 
315,000 
~s.ooo 

2g1J.,ooo 

533 ,000 

123,000 
234,000 

157,000 

33,000 
164,000 
232 , 000 
227,000 

227, 000 
221, 000 
67 , ooo 
90, 000 

35,000 

20,000 
3g5,000 

1 , 661 ,000 

December 
1936 

$11, oolJ., ooo 
1,294,000 

246 ,000 

129,000 

213,000 
92,000 
77 , 000 

296 , 000 

373,000 

316 ,000 
151,000 

19, 000 

120,000 
95,000 
g6,ooo 

332,000 

33,000 
51 , 000 
97,000 
73,000 

11J., ooo 

3g,ooo 
N11 

1,27g,ooo 

Total .11,674,000 $17,190 ,000 $16 , 427 , 000 
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B. Trade with Chinn in December 1937. 
(1) United States exports to China, Uanchurla and Hong Kong decreased 1n December 1937 compared with November 1937, but nre higher than our exports during December 1936. 

December 
November 
DQcember 

1937 
1937 
1936 

To North China 
and 

Manchuria 

$2,74S,OOO 
3, 490,000 

To Shanghai, 
South China 

and Hong Kong 

$5, 199, 000 
6,212,000 

Total 

$7. 947 ,000 
9,]02, 000 
5,430,000 

(2) United stnt es i mports from Chinn., Manchuria and Hong Kong. 

United Stntes imports trom China, Manchuria and Hong Kong decreased in December 1937 co~red with the previous oonth, and were about the same as during December 1936. 

From North China 
and 

Uanchuria 

From Shanghai , 
South China 

and Hong Kong 
December 1937 
llovember 1937 
December 1936 

$1, 200, 000 
2,129,000 

$4, 395,000 
4,749,000 

(3) The principal ite:na ot export to China were: 
(a) To North China and !.!anohuria: 

December 1937 November 1937 
Iron and steel semi-

manufactures $1,521 , 000 $1,967, 000 Vehicles, parte & accea-
44~,000 series 

32~,000 I ndustrial machinery 26 ,000 1 ,000 Petroleum products 199,000 572 ,000 
Tobacco and manutaoturaa 96,000 ltS, OOO Wood, unmanufactured t9, 000 1 , 000 All other 1 2,000 }53 .000 
Total $2,748, 000 $3,490,000 
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( b) To Shanghai , Sou t h China norts and Hong Kong : 

Vehicles, narts and 
ecceasories 

Petroleum oroducts 
Iron and steel semi- manu­

factures 
Tobacco " "d manuf EICturee 

Vege t able nroducts, edible 
Printed rna t ter 

DR Cs"'lbet· 193J 

.~ 1 ' 229 . 000 
1 , 103 , 000 

615 ,000 
605, 000 

Indu~trlal machinery 
Chemi cnls & relatad ?rodurts 

335 ,000 
206 ,000 
llg ,ooo 
ll7, 000 

~lectrical machine ry and 
noosratus 

Paoer manufactures 
Firearms and amnunltlon 
·vood , unmanufactured 

All other 

Total 

103 , 000 
101,000 

99 ,000 
93 ,000 

4}5 ,000 

$5 ,199 , 000 

llovenber 193~ 

11 , 351J. , OOO 
1,566, 000 

762 ,000 
415,000 

292 ,000 
237 , 000 
156 ,000 
375 , 000 

104 ,000 
79 ,000 

243 ,000 
75 ,000 

554,000 

$6 , 212 ,000 

( IJ. ) The or1 nc1Dnl i tems of 1moort f r an Chi na we r e : 

( e ) f'rom North China and l.lanchur1a : 

Bristles 
·.vool and manufactures 
Leather and manufactures 
Cotton manufactures 

f'lax , hemn & r amie nnd 
mt>nufactures 

Perilla oil 
Animal oroduct s , edibl e 
!Jl nerals , metals and I!Ulnu-

factur es 
All other 

Totnl 

Decenber 1937 

j 1J.17 , 000 
237 , 000 
107 , 000 

g3 ,000 

6l+, ooo 
57 ,000 
45 ,000 

30 ,000 
160 ,000 

$1 , 200 ,000 

Novenber 1937 

g79 ,ooo 
545 ,000 
163 ,000 
60 , 000 

52 ,000 
b3 ,000 
54 ,000 

24, 000 
2g9 , 000 

$2 ,129 ,ooo 



Secretary Morgenthau - g 

(b) From Shanghai , South Oh1na porte and 
Hong Kong. 

Tung (wood) on 
Flax, hemp and ramie 

and manufactures 
Tin 
Bristles 

Vegetable food products, 
except t ea 

Furs, leather and manu­
factures 

Wool and manufactures 
Raw s1lk 

Tea 
Cotton manufactures 
Tungsten ore 
Metals and manufactures, 

except tin and tungsten 
ore 

Fish 
Chemicals and related 

products 
All other 

Total 

December 1937 November 1937 

S78~,ooo 

690,000 
598,000 
289,000 

226,000 

222,000 
175, 000 
164-,ooo 

139,000 
126,000 
110,000 

71 , 000 

51 , 000 

50,000 
700,000 

$~ , 395,000 

$81~ , 000 

65) , 000 
7i6,ooo 
210,000 

170, 000 

161,000 
263,000 
420,000 

153,000 
113,000 
58, 000 

3,000 

21,000 

8~,000 
g50 ,000 

$4, 7~9,000 



TREASURY D EPARTM EN T 

Mr. James Roosevelt, 
Secretary to the President , 

The llhite Bouse. 

WASHINGTON 

Janunry 20, 19~~ . 

I a a told that you inquired on behal! of 

the President about the income tax returns of Tho !!Ills C. 

Cluk a rxl wife of llallea, Texas . 

Coosiesiooer Helvering i nforms us that the 

19:56 return iS in the field , th1<t be bns wired for i t 

and t h.At it should be hera h'/ tomorrow . Tie have, however, 

tJe return for 1935 . It i a a joint return and sbawa a 

total incooe or ~122,000 . 

lours very t ruly , 

Herbert E. Gaeton, 
Assi stant to the Secretary. 

----



/ (5P 
TH[ SCCR£TARV 0~ THE TREASU RY ~ 

WAOMI NOTON ~ l t II '/ 

January 25, 1938 \~r • 1 

Wy dear Ur . President : 

I em enclosing herewit h for 

your information a me,orandum dated 

January 22, on, "CUrrent Onited 

States Trade With Japan and China. • 

Fnithfully , 

The President, 

The White House . 

Enclosure. 



/ 

TO 

INT&Jt 0 ,.1'1C• COW MUNICATION 

Secretary ~orgenthau 

l.lr. Haas 

OATO J•l'\1 .. 1"}' ?.2, 1938 

SubJect: Current United States trade with Japan and China 
(Prelimi nary data) 

(1) United States exports to Japan during the first 
two weeks or January 1938 show a slight decrease com­
pared with our first two weeks or December 1937, but 
were slightly higher than during the first two weeks 
of November 1937· 

United States e192orts to Jaoan 

1st Week 2nd Week Total - 1st 
Weeks 

January 1938 $2,726,000 $3.758,000 $6 ,4a4,ooo 
December 1937 1,704,000 ~,305,000 7,009,000 
November 1937 1,1eo,ooo ,e13,ooo 5.~93.000 
October 1937 1,727,000 5, 74o,ooo 7. 7),000 

2 

( 2 ) United States i mports from Japan during the first 
two weeks or January 1938 were higher thsn during the 
same weeks of December 1937, but were lower thAn during 
the first two weeks or November 1937 · 

United States i mports from Japan 

let Week 2nd Week Total - let 2 
Weeks 

January 1938 $2,034,000 $4,185,000 $6,219,000 
December 1937 2,1,9,000 3·4o4,000 ~,566,000 
November 1937 3,2 5,000 3.65 ,000 ,899,000 
October 1937 3,328,000 3. 984,000 7,312,000 



/ Secretary Morgenthau - 2 

(3) The fo l lowing items show large increase s in our ex­
ports to Japan during the firRt two weeks of Ja nuar y 193g , 
as compared with t he fir s t t wo weeks of December 1937: 

Pe t r oleum products. 
Cotton, raw 
Industr i al machinery 

Copper 
Ferro-a l loys 
Pig iron 

First two weeks 
January December 

193g 1937 

,1,958 , 000 ~1 , 408, 000 
1 ,533. 000 287, 000 

851, 000 6g4, ooo 

430 , 000 234 , 000 
136, 000 51 , 000 
110 , 000 Nil 

of 
November 

1937 

U,694,ooo 
246 , 000 
526, 000 

738 , 000 
331 , 000 

25, 000 

The f ollowing items show s haro decrease s in our ex­
oort s to Jaoan during the fir~t two weeks of January 1938, 
compared with the first two weeks of December 1937: 

Iron & steel semi-mfrs . 
Paper base stocks 
Vehicl es , narts & access . 
Scrap iron- and steel 

Coal-tar products 
Hides and ski ns , raw 
scran brasR and brass 
Tobacco and manufactures 

Ferti l izer and f ertilizer 
material s 

'Vood , unmanufactured 
Pig lead 

First two weeks 
January December 

1 938 1937 

$372,000 $ 631 ,000 
392,000 1 , 314,000 
230,000 480 , 000 

45,000 411, 000 

26, 000 
12,000 

Nil 
Nil 

Nil 
Nil 
Nil 

99,000 
42,000 

304,000 
257,000 

134, 000 
100,000 

75, 000 

of 
November 

1937 

$512,000 
260,000 
481 , 000 

44 , 000 

81,000 
311 , 000 

8, 000 
Nil 

118 , 000 
40, 000 
41, 000 

{4) The i moorta of raw silk were aporoximately ~1 , 000,000 
more i n the firs t two weeks of January 1938 t han i n the 
firs t two weeks or December 1937, but im~orts other than 
raw si l k continued t o decline . 

J anuary 1 93g 
December 1937 
November 1937 
October 1937 

Imnorts during f irst two weeks of 
Raw si lk Total i mports other 

4!3 , 780,000 
2 , 937,000 
3,916,000 
4,12g, ooo 

than raw silk 
$2,439 , 000 

2,629,000 
2, 983 , 000 
3 , 184, 000 

Total 

S6,219 ,ooo 
5,566, 000 
6,g99,000 
7 , 312 , 000 



Secretary Mor genthau - 3 

( 5 ) Of the total or $6, 484, 000 of exports to Japan during 
the first two weeks or Januar y 1938, the foll owing items 
account for alnost a l l : 

Petroleum products 
Cotton , r A.w 
I ndustrial machinery 
Copper 
Paper base stocks 

$1 , 958, 000 
1 , 533 , 000 

S5l , OOO 
430, 000 
392 , 000 

Iron and steel semi-manufac t ures 
Vehicles , parte & accessories 
Ferro-alloys 

372 , 000 
230, 000 
136, 000 
125, 000 
457 ,000 

Chemi cals a nd r elated pr oduc t s 
All other 

Total $6, 484, 000 

(6) Of the t otal $6, 219 , 000 or our i mports from Japan 
during t he fir s t two weeks or J~nuA.ry 1938, the following 
items account tor a l most all : 

Raw s ilk 
Cotton manufactures 
Pyrethrum f l owers 
Sil~ manufactures 

Dead or creosote oi l 
Vegetable foods , except tea 
Fish and fish products 
Tea 

China and porcel ain ware 
Perilla oil 
Flax, hemp a nd ramie 
Fish scrap and fish meal 

l.:e tals and manufactures 
All other 

Total 

$3, 780, 000 
307, 000 
170, 000 
13S, ooo 

114,000 
112 , 000 
108, 000 
107 , 000 

106 , ooo 
101,000 

76 , 000 
74,000 

74, 000 
952 . 000 

$6 , 219, 000 



Secretary Morgenthau - 4 

United States trade with China during the first two weeks 
ot January 193K. 

(l) United States exports to China and Uanchuria during 
the first tr.o weeks or January were slightly higher than 
during the first two weeks of December 1937, and about 
double the first two week& of November 1937. 

United States e~orts to 

First two North China Shanghai, South 
weeks or: and Manohuria China and Hong Kong Total 

January 193S $1,119,000 $2,114,000 $3,233,000 
December 1937 1,32a,ooo l,SOS,OOO 3,131,000 
November 1937 S5 ,000 770,000 1, .,24,000 

Whole month or Januttr:r 1937 $6,1>23,000 

(2) United States i mnorts from China and Uanchuria during 
the first two weeks or J anuary l93S were s l ightly lower 
than during t he first two w~eks or December 1937 . 

United States imPort e rrom 

First two North China Shanghai, South 
weeks of : and l~snohuria China and Hong Kong Total 

January 193g $629,000 $1,559,000 s2,1sg,ooo 
Deoembar 1937 541,000 1,405,000 2,446,000 
November 1937 797,000 1, 9g,ooo 2,295,000 

Whole month or January 1937 $6,882,000 



Secretary Morgenthau - 5 

(3) Leading export i tems to Chinn: 

(e) To Nort h Chine end ~nohurie: 

Firat t~o weeks ot 
January 1938 Dece~ber 1937 

I ron & steel ee~i-menureoturea 
Petroleum pro¢uots 

S654,ooo S629,ooo 
122,000 173,000 
106, 000 424,000 Vehicles, parte nnd eooessoriee 

Industri al machinery a·s,ooo 11,000 
Raw ootton 72,000 Nil 
Copper 54,000 Nll 

All other 28,000 86,000 

Total $1,119,000 $1,323,000 

(b) To Shanghai , South Chine oorte end Hong Kong: 

Vehicles, port s & ecoeseor1es 
r1rearoe and ammunition 
Dynamite and T.N .T. 
I nedi ble vegetable products 

Petroleum products 
Edible vege table products 
~etela end manufactures 
I ndustrial machinery 

Al l other 

Total 

Firat t~o weeks or 
January 1938 December 1q37 

8456, 000 $458,000 
20 ,000 97 ,000 

150,000 Nll 
135,000 229,000 

130,000 2~,000 108,000 1 ,000 
91,000 309,000 
79 ,000 36,000 

?4) ,000 228 ,000 

$2,114,000 $1,808,000 



Secr~t~ry ~oraenthau - 6 

(4 ) Len~1ng import 1te~s fro~ Chi na dur ing t he f i rs t 
t wo WPeka ot January 1938 : 

(n ) From lor th China and l'anchuria : 

First two weeks or 
January 193S December 1937 

Br istles $176,000 $207 , ooa 
~extile t 1bere & Qanufacturea 139, 000 1111 , 000 
!<on-metallic "llinerals ~ products SJ , OOO 6 , 000 

Chemlcnle nnd r clnt ed products 4S, ooo tal 
~etn1a nnd manufac t ures 46 , 000 16 , 000 
Perilla oll 41, 000 57, 000 

Other 92 , QOO z4, oQQ 

Total $629 , 000 $541, 000 

(b ) Fr OQ Shanghai, Sout h Chi nn an~ Rong Kong: 

First t wo weeks or 
J~nunry 193g December l 93Z 

Tung (wood ) oll 
Flax, hemp & r amie manufactures 
Tungs t en ore & conc entra tes 
Edi ble veg~table products 

Bristle a 
Cot ton IIUlnuractur es 
Edlb1~ an!Qnl nr oducts 
Cther 

$429 , 000 
270 , 000 
192, 000 
122, 000 

110, 000 
511 , 000 
~. ooo 

330, 000 

Tot al $1, 559, 000 

$330, 000 
2115 , 000 

Nil 
123, 000 

195, 000 
53 , 000 
83, 000 

!U6, 00Q 

$1, 905, 000 



TH C: S £CR£TARY O F' TH f T AfA8U R Y (_, 

WAS H I HOTON / 

'"""' "'· .,,. ~· ... - '­

/ 

Uy dear Mr . Presi dent : 

I am enclosing herewith 

f or your informat ion o menor andum 

d~tted January 27 , 19)8 , on, "Current 

Unit~d St ates Trkde with Japan End 

China . n 

Fsi t hf ully, 

The Presi dent , 

The Vlhite House . 

J:nclosure . 



/ 
TO 

Subject : 

TRE~SURYDEPARTMENT 

INTEIII OII'I'"ICK COa.tMUHICATION 

OATI Janu~y 27, } 938 

SecJ•etary llor gen t hau 

Cur rent Uni t ed St ates trAde ~li th J Anon 11nd Chi na 
(prel1m1n~ry datn) 

( 1) Un i ted Stntes ex!')Orts to JqnAn during the f i rst three 
weeks of January 193g Sh!:J··: a 13 '>qrcent i nc r ease ov'!r the ftrs t 
thr ee weeks of Decet1ber 1937 , An<i 're only slir;htly loV~er than 
dur ing the fll•st three weeka or llovenber 1937 . 

Uni t ed Stptea Exoorts to Jao:>an 

l et week 2nd we"'k ;;lrd week Total 2 weeks 

JAn . 1935 32 ,7?.6 , 11o'l0 $3 , 759 , 000 l4 ,0l?, , OOO ill0 , 49o ,i)oo 
Dec . 1937 1, 694 , 000 ~ , 217 , 000 2 , 3~!> , 000 9 , 305, 000 
llov . 1937 1 ,150, 000 ,Sl 3 , 000 4,4 5, 000 10 , 73S ,OQO 
Oc t . 1937 1 , 727 , 000 5 , 7'~6 ,000 ~~ . 92 , 000 11, 965 ,000 

( 2 ) United StAtes i moorts from JAn~n during the first three 
weeks of JAnua ry 1935 Pr e almos t e xAc t ly t he s"me I"B during the 
f i r st thr ee weeks of December 1937 , !"ntl Br e about ?.7 OArcent l ess 
t han the inoorts f r om J t>nan dur ing the f irst t hr ee weeks or 
tlova.,be r 1937 . 

United Stat es !~norte fron JAoan 

let week 2nd wAek 2rd week Total 2 weeks 

JAn. 193S <:12 , 033 , 000 $4 ,1g5 , 000 $2 ,020 , 000 $ S , 235 , 000 
Dec . 1937 2 , 149 , 000 3 , 405 , 000 2 , 672 , 000 &, 237 , 000 
tlov . 1937 3 , 2 5 , 000 3 , 654 , 000 4 ,~56 , 000 11, 255 , 000 
Oot . 1937 3 , 32S , 000 3 , 9S4 , ooo 3 , 19 , 000 10 , 731, 000 



Secretary IJorgenthllu - 2 

(3) 
to Japan 
wit h the 

The foll~1ng l tems show l~rge lncre~sea ln 
during the first three weeks of Janu~try 1938 
first three weeks of December 1937: 

our exports 
ns compnred 

r1rst three weeks of 
JanuAry 1938 December 1937 November 1q37 

Petroleum products 
Raw cotton 
Industri al machinery 
Copper 

Pi g iron 
Ferro-alloys 
Pl g lead 

$2,925,000 
2,603 ,000 
1,229,000 

845,000 

242,000 
182,000 
116 ,000 

$2,186,000 
854,000 
862 ,000 
417,000 

n1l 
51,000 
75, 000 

13,262,000 
512 ,000 
745,000 

1,091,000 

56,000 
342 ,000 

41, 000 

The following items abo~ sharp decreases in our exports to 

Japan during t he first three weeks of J anuary 1938 as compared 

with our exports or these items during the first three weeks of 

December 1937: 

First three weeks of 
January 1938 December 1937 November 1937 

Paper base stocks 
Scrap iron & steel 
Chemicals & related 

$382,000 
277,000 

$l,as9,000 
4S,ooo 

6841 ,000 
488,000 

products 207,000 32n,ooo a~·ooo 
Brass, including scrap 1 ,000 304,000 ,000 

Tobacco & m~nufacturee nil 257 ,000 nll 

(4) Our imports from J apan during the fir st three weeks or 

JanuAry 1938 remained at the same l evel as during the first three 

weeks of December 1937 which w~s sharply bel~ t he level of i mports 

during preceding months . There wns no significant s hift in the 

comnos1tion of our imports. 

First 3 I mports or Imports other Total 

weeks of raw silk t han raw silk 

Jan. 1938 .4.~6,000 13,652,000 s 8,238,000 

Dec. 1937 ~. 7,000 3.750,000 8,237,000 

Nov. 1937 &,169,000 a ,os6 ,000 11 , 255,000 

Oct. 1937 6,223,000 ,508,000 10,7)1 ,000 



Secretary !Jor·,senthau - ) 

(5) Of the total of $10, 498, 000 of our exports to Japan 
dut·lng the f !rot throe weeks of Jnnuary 19}8 , the following lte:ts 
account for nlmoat all : 

Petroleuc producto 
Ra..- cotton 
I nduntrlnl oachln~ry 
Copper 

Vehicles , part s nnd accessorles 
I ron and steel seml- manufnctures 
Paper bn~e stocks 
scrap iron and eteel 

PJ.g iron 
Chemlonlo and related products 
Ferro- alloys 
P1:; lead 

Other 

Total 

$ 2 , 925, 000 
2, 603,000 
1 , 229,000 

845, 000 

67J ,OOO 
397, 000 
382, 000 
277, 000 

242, 000 
207 ,000 
1112, 000 
116, 000 

4<>0 000 

$l 0 , 491l , OOO 



secr~ t~ry Morventheu - 4 

(6) Of the t otal of $5,235, 000 or our lmnort~ from Japan 

during the first three weekA of January 1q35, the fol l owi ng 

items account for almo~t all: 

Raw allk 
C,t ton e>e nu rae ture s 
PyrethMJm flowers 
Silk m•nu faoturea 

China and noroela\n ware 
Tea 
FlaT, hemn, r amie and manufaoturP~ 
VeRatablP food nrnduot~, eTo~nt t~a 

~i~h and f19h nro~ucts 
Dead or creoqnta oil 
Per1HI! oll 
Hat'\ and hat ID8te,.la l q 

' letal n and ID8nufnrtureA 
•nnd end manufactures 
~·enthol. 
Fish m•al and ~crao 

Toye and oarte 
Paner and m~nufaotures 
Ear t henware and s t oneware 
Rayon and wanufgcturea 

llrletles 
Canonhor 
Gle&R and ~lesR nroductA 
Other 

Total 

'!4 , 2!6,000 
.. qu,noo 
255. 000 
2!l.5 , 000 

177 , 000 
145, 000 
133, 000 
130,000 

125, 000 
llh,OOO 
lOll,OOO 
9q,ooo 

0] , 000 
5o , OOO 
50, 0(10 
50, 000 

76,000 
72, 000 
65, 000 
65 , 000 

63 ,000 
~1, 000 

5 , 000 
!33, 000 

S5,235, 000 



Secretary Uorgen:h~u - 5 

United StA-es tr~de wlth Chinn during the flrat 
thrM wef'ko or J~~n•~•ry 193& 

(l) United Stntea exoorte to Chin~ end u~nchuri~ durin~ the 
rtrat three weP.k9 of J nnUI>ry 1?18 declined ahRroly from the rtrat 
~hree weeks or December 1937 , Mid ware only slightly lower than 
during tho rtrat three weoka of tlov.,nber 1937 . 

First three weeka or 
Jnnunry 193& Oeoen'ber 19}7 f/ov~"lher 1937 

United StRtes exoorte t~: 
!lorth Chinn & 

ILA'!Churia l1,378 ,000 
Shnneh.,i, So•Jth China 

and Hon8 Kon& 3 , 001 , 000 

34,379,000 

'fholP "lOnth Of J/IMUIIl'Y 1937 

$2,003,000 

l!- ,023 , 000 

36,026,000 

.l2 '083 ' /)()() 

2 '1151 ' I')()() 

j4 ,5'~4 , 000 

So,623,000 

( 2 ) United St,tes lr.II')Ort& rron Chinn a nd U•nohurin durin!' 
th~ rtrat three weeks or J~nuary 1938 were well under the tot•la 
for the firs t three weeks of Oecenber nnd Novenber 1937 . 

FirAt three weAk& or 
JnnunrY 193S O~oenber 1937 llovenbPr 1937 

United States imoorts fron : 
:l~rth China & -

:J,..nchuria l 78:?,000 a s64 ,ooo 11 ,193,000 
Shqnghai, Sou~h Chinn 

nnd Hong Kong 2 ,139 ,000 2 , 926,000 2 ,ol9 ,000 

TOtAl 32,9:.>1,000 ~3. 790,000 J3 ,812,000 

fholl' n?nth or J~>nuAry 1937 $b,SS2,000 



secretary •org~nthau - 6 

(3) Lea~lng export i tems to China: 

(a) To North China and ~Anchurte : 

Iron & steel semi-manufactureR 
Veblclea, parte & acceasortes 
Petroleum pro~ucts 
In~ustrial machinery 

Raw cotton 
Copper 
Inedible animal products 
Paoer & manufactures 

All other 

Tota l 

PirAt three weeke of 
January 1935 December 1937 

I 600,000 Sl,l56,000 
165,000 43~,000 
122,000 17 ,000 
96,000 63,000 

72,000 
62,000 
16,000 
ll,OOO 

32, 000 

'11, 'H6,000 

nll 
nil 

26,000 
2 ,000 

121 ,000 

'&2,003,000 

(b) To Shanghai, South China norts and P.on~ long: 

PirAt three week• o r 
January 1938 Decem~er lo'7 

Vehicles, narte & aoce~soriea tl,207 ,000 $ 645,000 
Pireerms & ammunition 420,000 9o,ooo 
Petroleum products 142 ,000 1,0~5,000 
Iron & steel eomi-manurscturea 175 ,000 4 1,000 

Inedible vegetable or~ucte 166,000 574,000 
Dynamite end T. N. T. 1~0, 000 nil 
~dible vegetabl e products 1 6,000 247 ,000 
Pacer & manufactures 105,000 95,000 

In~u etrlel machinery 92 ,000 72 ,000 
All other ~96,000 ~z2,ooo 

Total 13,001,000 S4, 023 ,000 



Secretary !.!orgenthnu - 7 

(4) Leading inport i teMs durin: the f i rst three weeks of 
Jnnu~~ry l9}S : 

(n ) From North Chinn and !.!nnoh11rln : 

Fir at three weeks or 
J nnunry lQ~S pece~ber 1?37 

BrlstlBs 
Nonmetnll1c minerals 

$20}, 000 $342, 000 

~ produoto 
Wool & mnnur~cturee 

43, 000 
!), 000 

7, 000 
1)7, 000 

Checie3la & related 
oroduoto 4s, ooo } , 000 

Tun.:~sten ore & 
45, 000 conct>ntrntes llll 

Perilla oil 41 , 000 57 , 000 
Oth6 r '0J . QOO us.ooo 

Totnl $7S2,000 $861:- , 000 

(b) From Shnnghni , South Chinn porta nnd Hon~ Kong : 

First three •·eeks of 
Jnnunry 1~ 2rot>~ber 1q37 

Tung (wood) oil $ 515 ,000 8 372, 000 
Flax, hemp, rar.~1e 

& rnnnuractures 30S, OOO 455, 000 
Tungsten ore & 

245, 000 60, 000 concentrates 
Veget able i)roducta, 

edible 1S6, ooo 221, 000 

Bristles 165, 000 251, 000 
T1n 12}, 000 528, 000 
Cotton manufactures ss,ooo 102,000 
Animal products, edi ble 65, 000 136, 000 

Wool & nnnufacturco 45, 000 141,000 
Chemlo~la & rel ated 

products 4~ ,000 40, 000 
Other 35 .000 620.000 

Totnl $2, 139 ,000 $2 ,926, 000 



~~r 
f/'1'11!>. 

TH~ SECRETARY OF" THE TREASURY ( 
WA8HINOTON ~ 

\ )..,(,..- ..> .; 
' February 2, 1938 

~~y dear l!r. President: 

On the 14th of February, Ur. Aubrey Williams, l.!r . Bell and I would like t o see you and would appreciate it if you could 
spare us an hour tor a conference . 

At that time we would like to l ay 
befor e you the plane of t he Works Progress Administration covering eoploycent for the month of Ue.rch. Uy understanding i s that 
the 14th will be the last day for approval of the plans , as t he orders will have to go out to the State Admi nistrators not later 
than February 15th. 

Faithfully yours , 

The President, 

The White House. 



. -- /?;?­
ff~".f' . 

THE SECRETARY or TH[ TA~ASURV' "" 
WAaH IHOTOH 

February S, 1938 

My dear Mr . President : 

I am enclosing herewith 

report containing preli>nin11ry data 

on Current Onited States t r ade ~lth 

Jap&n and China for the first four 

wee~s of January , 1938 . 

The P1·esident, 

The 1'11tlte House. 

Enclosure. 



TO 

Subject : 

TREASURY DEPARTMENT 

INTE" O .. ,.ICE COMMUNICATION 

DATI Fabr uru-y 8 , 1938 

secretary Morgent hau 

Mr . Haas 

Curr ent United States trade with J apan a nd. China 
(orel iminary data) 

United States trade with Japan durinp, the first four week s of 
J anuary 1935. 

(1) United States exports t o Japan during t he f i r st four 
weeks of J a nuary 1938 were abou t 15 percent gree t er than duri ng 
the first f our weeks of December 1937, a nd at acout the same 
level as during the f trst four weeks of November 1937. 

United States exEorts t o J apan 

lat week 2nd week 2rd week 4th week Total II. weekA 

Jan . 1938 $2,726 , 000 ~3,759,ooo s4 , ola, ooo ~; . 721,ooo ~14 , 219,000 
Dec . 1937 1, 694, 000 ~,215 , 000 2 , 3~ ,000 3,033 . 000 12 , 439, 000 
Nov. 1937 1 ,150,000 , 813 , 000 4 , 7 5 , 000 3, 7)0 , 000 14, 65 , 000 
Oct . 1937 1, 727 , 000 5,746 , 000 4,492,000 6, 763,000 15,725,000 

(? ) United States i mports f r om Janan during the first f our 
weeks of J a nuary 1q3g wer e about Sl,OOO,OOO l arger than during 
t he first four weeks of Decembe r 1937 , although more t han 25 oar­
cent under comoarable oeriods f or October a nd Novembe r 1937. 

United states imoort s from Janan 

let week 2nd. week 2rd week 4th week Total 4 weeks 

J an . 1935 t 2 , 033,000 $4,155 , 000 ~2,020,000 S2,343,000 Sl0 ,5Sl, OOO 
Dec. 1937 2 ,159,000 3,406 , 000 2 , 672,000 1 , 318, 000 ~ · 5~5 , 000 

3 , 654,000 Nov. 1937 
Oct . 1937 

{3 ) 
to Japan 
with t he 

3,239,000 
3,328,000 3,984 , 000 

4 , 433,000 4· 714 , 000 
3 , 19, ooo , o6o , ooo 

1 ,9 0 , 000 
14,791,000 

The followi ng items show lar ge i ncreases in our export s 
during the first f our weeks of J anuary 1938 as compared 
first f our weeks of December 1937 : 
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Fi r st f our weeks of 
January 12~6 Dec~"'ber 1937 !lovember l9H 

Petroleum products 14, 095. 000 S3,~33,000 $4,451,000 
Cot t on 2 , 753, 000 l , 50, 000 673,000 
I ndustrial machine r y 2 ,076, 000 962,000 1,363 , 000 
Vehicles, carts and 

accessories 1, 124, 000 710,000 ts'«>,ooo 
Copoer 1 , 007, 000 661 , 000 1,570, 000 
Pig iron 242,000 nll 201 , 000 
Ferro-alloys 192, 000 51, 000 356 , 000 
Aluminum 79, 000 1 , 000 10 , 000 
Electrical mech1nPry 

and snparatus 65, 000 27,000 25,000 

The followin~ items Phow lerge decreases in our exnorts to 
J•PAn duri n~ the ftrst four W6 AkA of Ja nuary 1q35 as comnared wlth 
our exnorts of the•e lte~s durinR the firAt r our weeks or December 
1037: 

Iron and steel 
eeml-msnuraotures 

P&oer baee stocks 
Scran iron end s t eel 
ChemtcPls and related 

pr oduc ts 
Hides end sklne , ra w 
Edible vegetable 

products 
''ood , ununuraotured 
Navel stores , gums 

and rosins 
Brass, 1nclud1n~ scrap 
Tobacco and manu fac­

t ures 

First rour wee~s o f 
January 1938 December 1q37 November 1917 

1765,000 

11.92, 000 
334,000 

251 , 000 
21,000 

19,000 
16, 000 

7, 000 
1,000 

nll 

S IS99,000 

1,~69,000 
79,000 

341 , 000 
270 , 000 

59,000 
116,000 

57,000 
304 , 000 

257,000 

11,172, 000 

9'«>, 000 
564, 000 

665 , 000 
372 , 000 

1;!,000 
9 , 000 

92, 000 
550,000 

nll 

(4) The i mports of r aw sllk increased somewha t ln the flrst 
four week~ o r Jsnuery compared wlth the ftr• t rour weeks or 
Decemb•r 1037, but w~re still well und 6 r the lq;6- 37 avera~e of 
t2,000, 000 oPr week . 
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Import s duri ng t he f irs t f our weeks of 
J an. 193g Dec . 1937 Nov. 193Z Oct . 1937 

Raw silk 
I mports 

ot her than 
r aw silk 

$ 5 , 653 ,000 $ 4 ,925,000 $ g ,o94 ,ooo $ g ,o21,ooo 

Tot~> l $10 , 5Sl ,OOO G 9 . 555,000 $14 ,940 ,000 314 , 791 ,000 

{5 ) Of t he t ot al of $14 ,219 ,000 of our exports to J apan 
during the f i r s t four weeks of J anuar y 193g , the following it ems 
accoun t f or al most all : 

Petrol eum produc t s 
Ootton 
Industr ial machinery 
Vehi cles , parts end a ccessories 
Copoer 
I r on end s t eel semi - manufactures 
Pape r base s tocks 
Scr ap iron and s t eel 
Chemicals a nd r e l at ed oroducts 
Pig i ron 
Fer ro- alloys 
Pig l ead 
Aluminum 
Electrical machinery and apnaratus 
Nickel 
All o t her 

Total 

{6) Of t he total of $10 , 5gl,OOO of our 
during t he firs t four weeks of J anuar y 193g, 
account for al mos t all : 

First fo ur weAks 
of J a nuary l93S 

$ 4 , 095 ,000 
2 ,753 ,000 
2 , 076 ,000 
1 , ~24 , 000 
1 ,007 , 000 

765 ,000 
492 , 000 
334 ,000 
251,000 
242 , 000 
192 ,000 
117,000 

79,000 
65 ,000 
50 ,000 

575 ,000 

$14 , 219 ,000 

i mports from J apan 
the followi ng i tems 
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Rawstlk 
Cotton manu~nctures 
Silk manufactures 
Pyre thrum flowers 

First four weeks 
or J nnunry 193S 

$5, 653 ,000 
683 ,000 
309 ,000 
2SS ,OOO 

Edi ble vegetable products , except tea 
China and por cel ain ware 

2S2 ,000 
2~1~ , 000 
1S4,ooo 
179 ,000 
161,000 
142,000 
132 ,000 
12S,0•10 
12z ,ooo 
ll~ , ooo 
109, 000 
104,000 
103, 000 

Flpx , hemp , r amie and manurnotures 
Tea 
Fioh f! nd fish products 
Perilla on 
',?ood and manufactures 
Toys 
Pnper and manufactures 
Dead (creosote ) oil 
Uenthol 
Earthen nare &~d s t oneware 
Hnts and hat materi als 
RAyon and manufactures 
Rapeseed oil 
Fish scrap and f i sh meal 
Glnss and g l ass products 
Bristles 
Camphor 
\1ool and manuf Actures 
All other 

Total 

SS ,OOO 
S3 ,000 
so ,ooo 
70, 000 
68 ,000 
60, 000 
51 ,000 

_l,_ 119..._000 

~10 , 581 , 000 

United StPtes trade with China during the fi rs t four weeks or 
J11nunry 193 • 

(1) United States exports to China and Uanchuri a duri ng the 
first four we P. ks of J anunry 1938 decl i ned sharply from the e~orts 
during the f irst four weeks or December 1937. 

First four weeks or 
J anunry 1938 December 1937_ Novemb"r 1937 

Uni ted St~tss exports t o : 
North China & 

Manchuri a 
Shnnghai , South Chi na 

11nd Hong Kong 

Total 

$1, 786,000 

3 . s~ .ooo 

~5 , 626 , 000 

"hol e r.~onth or J anuary 1937 

C2 , 41z,ooo 

4 , 453 ,000 

$6,s7o , ooo 

:32, 656 ,000 

3, 067 ,000 

;5. 723 ,000 

~6 , 623 ,000 
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( 2) United States imports from China and l.!tmchuri a during the 
fir st four wee~~ of J anuary 1936 were about Sl million less than 
the i moorta durlnf!' the first four weeks of December 1CI37 and almost 
~2 mi llio n lese than impor ts f or a comparable nerlod in November 1937 . 

FirAt four weeks of 
J anuary 1936 December 1937 November 1937 

Unit ed Sta tes imoort~ from : 
Nort h China & 

Manchuria 
Shanghai , south Chine 

and Hong Kong 

Total 

81,o211,ooo 

2,644,000 

$3,868 , 000 

Whole month of January 1937 

U,053,ooo 

3. 683 , 000 

S4, 736,000 

$1 ,645,000 

3,917, 000 

~5.762,000 

$6,562,000 

(3) Leading export i tems to China: 

(a) To North China and Manchuria: 

Iron and s teel s emi-manufactures 
Petroleum products 
Vehicles, parts and access ories 
Industrial machinery 
Raw cotton 
Copper 
Inedible animal products 
All other 

Tot a l 

First f our weeks of 
January 1938 December 1937 

s 997,000 S1 , 1l-29 , 000 
263 , 000 198,000 
195,000 ll-39,000 

99,000 83,000 
72, 000 38,000 
68,000 nll 
38,000 26, 000 
51l-1ooo 2041000 

$1,766,000 $2,417,000 

(b) To Shan~hai, South China ports and Hong Kong: 

Vehicles, parts and accessories 
Firearms ana ammunition 
Petroleum products 
Iron and steel semi-manufactures 
Dynamite end TNT 
Edib le vegetable oroducte 
I ndustrial machinery 
Peper end manufactures 
Wood unmanufactured 
Tobacco and manufactures 
All other 

Total 

First four weeks of 
January 1936 December 1937 

u, 465,000 
541,000 
11-13,000 
206,000 
150,000 
150,000 
135,000 
113,000 
59,000 
55,000 

5511000 

83,&40,000 

s 971,000 
99 , 000 

1,055,000 
606,000 

nil 
271 , 000 
94,000 
96,000 
s4,ooo 

596,000 
5Sl1000 

$4,453,000 
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( ~) Leading i mport ltema during the first four weeks of 
January 1938 : 

( a) Prom Nort h China and Manchuria: 

Bristles 
Edible vegetable products 
Non- metallic mineral product& 
Perilla o1l 
Wool and manuf~ctures 
Fl ex , hemp and r amie 
All other 

Total 

First four weeks of 
Janua r y 1938 December 1937 

$ 221 , 000 " 39S,OOO .. 
l ll'l ,ooo 2 ,000 
95,000 11,000 
so,ooo 57,000 
54, 000 179,000 
53,000 4a,ooo 
~3 . 000 358,000 

$1 ,02~ , 000 $1 , 05.},000 

(b) Prom Shanghai, South China port s Bnd Hong Kong: 

Tung (Wood) 011 
Flax, hemp e nd rami e 
Bris tles 
Tungsten ore end concentrates 
Tin 
Vegetable food , exc ept tea 
Cot ton manufactures 
Tea 
Edibl e animal product s 
Chemicals and r elated pr oducts 
Raw s ilk 
Wood manufactures 
Wool and manufactures 
All other 

Total 

First four weeks of 
January 1938 Decembe~ll 

s ~76 ,000 ~ 745,000 
46 , 000 523,000 

269 ,000 262 ,000 
24~,000 84,000 
1~ ,000 567, 000 
1 1,000 190 , 000 
118 ,000 106,000 

97 , 000 74,000 
~9.000 146,000 
73,000 40,000 
59 , 000 141 ,000 
;,o ,ooo 30,000 
11-2 ,000 175 ,000 
~2.000 600 ,000 

$2 ,844, 000 .$) ' 683 '000 
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THE 8ECIUTARY 0~ THE T AEA8URY tf~l/f> . 
WA8HINOT ON 

February 23, 1938 

.• y dear -r. Prea1dent : 

I am tr~aQltt1ng herewith 

tt.e ooneol1 •ated report tor the 

month ot January 1 bnsed on yrellmi nary 

reports previously furnished you , on 

Uni ted States tre.dc ,.1 th J apan and 

China . 

Reenecttully 1 

The Prea1dcnt 1 

The \'Illite :louoe . 



TREASURY DEPARTMENT 

INTIEft O'"CI: COMMUNICATION 

o••• February 17 , 1938 

•o Secretary Mor genthsu 

'"o" Mr . He as 

Subj ect : Current t r ade with JapAn end China. 

A. United States t r ade wlth Japan during Janu~ry 1938. 1/ 

{1) Onit ed States expor ts to Japan . 

Un i ted Stntea exports to Jaoan in January 1938 were 
30% greater t han during Decembe r ' 1937 but 6% less than in 
January 1937 . 

J a nuary 

December 
November 
October 
Sep tember 
August 

.!ill 
$20 , 981,000 

!nl 
16 , 140,000 
18,133.000 
20 ,129 ,000 
16,842,000 
24, 643 ,000 

!.lli. 
$22 , 364, 000 

1936 

16 ,433 , 000 
24,100 ,000 
26,668 , 000 
21 ,328 , 000 
10,764,000 

Excluding exports of raw cotton, our exports to 
Japan in January 1938 were only 7% greater than our 
exports durlng December 1937, or in absolute ter ms, 
about $1,000 ,000 more than the pr e ceding month. Ex­
ports exclusive of r aw cotton wer e 1 5% less than t he 
a verage for the last six months. 

!./ Pr evious r eports cover weeltly flgures only. This repor t i s 
fo r the whole month of January . 
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Unl t ed States exports to Japan, excluding raw cotton : 

January 

Decenber 
November 
October 
September 
August 

~ 
$15,1 64 ,000 

!m 
14,232,000 
17,336,000 
l 5 , 55S , OOO 
15,4~4, 000 
23, 9,000 

!m 
$13,536 ,000 

ill£ 
g, 691,000 
9 , 335,000 
9 , 787 ,000 

10 ,552,000 
9 , 201 ,000 

( 2) Unlted States imoorts from Jeoan. 

United States imports from J apan in J anuary 1938 were 
only s lightly l ower than l n the preceding month but were 
26~ less than the average for the pes t six months end 36% 
less than in J anuary 1937. 

January 

December 
November 
October 
Seotember 
August 

~ !ill 
su, 342 , ooo 

!m 
11,674 ,000 
17,190, 000 
15,420 ,000 
15,9gs,ooo 
16 , 297,000 

$17, 683,000 

ill£ 
16 ,427 ,000 
15, }40,000 
15,930,000 
16 , 012,000 
16 ,948,000 

( 3 ) Cotton export s to J apan increased sharply in J anuary 
1938 as compared with December 1937• They were, however, 
$3,000,000 less than i n January 1937· 

United St ates exports of cot t on to Japan . 

JAnua ry 1935 
December 1937 
November 1937 
October 1937 
J anuary 1937 

$5,817,000 
l, 90S , OOO 

797,000 
1,571,000 
a,g2s,ooo 

( 4) Sxports of tron and steel scrao to J aoan increased 
slightly in J anuary 193g ae compared to December 1937 
but we r e only 10% of the monthly ave rage m81ntained from 
MaY to Augus t 1937 · 



Secretary Mo r genthau - 3 

United States exports of iron and steel scrap 
t o Japan . 

J anuary 1938 
December 1937 
November 1937 
October 1937 
September 1937 
Uonthly a verage 

!.lay to August 
1937 

$ 534,000 
479, 000 
6a3,000 

1,1 8,000 
1, 4o2 ,000 

5.600 ,000 

(5) The fol lowing export it ems show i mporta nt increases 
i n our tr~de with J eoan during JanuPry 1938 , compared 
with December 1937 · · 

Raw cotton 
Petr oleum products 
Industrial machinery 
Copper 
Vehicles, part s and 
accessories 

El ect rical machi nery 
and apparatus 

Pi g iron 

Janupry 
1938 

$5,817, 000 
5,066 ,000 
2,853, 000 
l ,gg3, 000 

1 ,185 ,000 

251 ,000 
242, 000 

December 
1937 

$1 ,908 ,000 
3.744,000 
2 ,54o ,ooo 

964,000 

90] ,000 

65 ,000 
nll 

(6) The following export i tems show i mportant decreases 
in our trade with J apan dur ing January 1938 compared wi th 
December 1937 · 

Iron end s t eel semi­
manufacture a 

Paper base stocks 
Fertilizer and t'ert1-
11zer mater i als 

Hi des and Rk i ne r aw 
Wood, unmanu factured 
scrap braes and brass 
Tobacco and manufa ct ures 

January 
1938 

$1,24a ,ooo 
492 ,000 

24-,ooo 
22 ,000 
16 ,000 

1 ,000 
nil 

December 
1937 

Sl,385,000 
1,389 ,000 

134,000 
278,000 
119,000 
304 ,000 
257, 000 
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(7) The decre&se in our imports f r om Japan during JanuAry 
193$ effected ell but A few or the mRJO r items of imports . 

(a) ThP i mport items showing signi flcant increase a 
i n trede were : 

Cbemice1s e nd related 
pr oducts 

Silk manufactures 
Perilla oll 

January 
1938 

$ 406,000 
323,000 
143,000 

December 
1937 

$ 214,000 
252.000 
25,000 

(b) The i mport items showi ng s1gn l f lcant decr eases 
were : 

Cotton manufactures 
rish end fish products 
Tee 
Paper and ma nu factur es 

Janunry 
1938 

s 738,000 
192,000 
181),000 
17!i.,ooo 

December 
1937 

s 858,000 
317,000 
509,000 
300, 000 

(B) or the tote l exports of $20,981 , 000 to Japan during 
Januory 1938, tl:e fo1lo·•ing items, with nn e xport value of 
SlOO,OOO or over, account for Sl9,8BO,OOO or 95~· These 
same items are shown for December 1937 for comparison. 

January December 
12:211 122I 

Raw cotton $5,8ll,OOO $1, 9oB,OOO 
Petroleum products 5,06 ,000 3.744,000 
I ndustrial machinery 2,853,000 2 , 540,000 
Coooer 1,883,000 964,000 
Iron a nd s t eel semi-

ma nufactur es 1,248,000 1,)85,000 
Vehicles, part s and 
accessories 1,1ea,ooo Goz,ooo 

Scrap steel ~3 ,000 79,000 
Paper base stocks 92,000 1,)89,000 
Electrical machinery end 

apparatus 2?1,000 65,000 
Pig iron 2 2,000 nll 
rerro- alloys 192,000 124,000 
Pig lead uz,ooo 101,000 

Total 19,880,000 13,666 ,000 
All othAr 1,101,000 2 , 5:24 ,000 

Orand t ot81 $20,981 , 000 $16,140,000 
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(9) Of t he total imports of Sll,342,000 fro~ Jep~n in 
January 1938, the following items with en lmport value or 
8100,000 and over account for $10,047,000 or 89% · The 
value of t he same it ems of import i n December 1937 Are 
shown for comparison . 

Raw silk 
Cotton manufactures 
Chemioels end related 

pr oducts 
Silk menufnctur ea 
Inedible eni mnl products 
Edible vegetable products 
other th8 n tea 

Pyrethrum flowe r s 
Chi ne end por celain ware 
Fish end f i sh products 
Tee 
Flex, hemp, end re~ie 
end menur~ctures 

Peper end menureotures 
Metals end manufactur es 
Wood end manufactu r es 
Toys end porta 
Perilla oil 
Hats ~nd het meteriale 
of paper, etrs·• or other 

Janu~ry 
1938 

$5 . 947 , 000 
7Jl!,OOO 

4o6,ooo 
323,000 
304 ,ooo 

295, 000 
295, 000 
271 ,000 
192, 000 
185, 000 

185, 000 
174, 000 
173,000 
151 ,000 
147 ,000 
14},000 

fibre 115 , 000 
Total to,o~7 . ooo 

All other 1,295,000 

Gr and total Sll, 342, ooo 

B. Trade w1th Chine 1n J~nusry 1938 . 

December 
19"~L 

$5, 909,000 
858 ,000 

214 , 000 
252,000 
335,000 

262 , 000 
277 , 000 
325,000 
317,000 
509 , 000 

163,000 
300,000 
179, 000 
149,000 

!.1 
25 ,000 

ro.o~ 
1,600 , 000 

$11,674, 000 

(1) Total United States exports to Chi na, Me nchuria and 
Hong Kong increaeed slightly in January 1938 compared with 
December 1937 and were about $1,400,000 larger then in 
January 1937 · Expor ts t o North China end Manchur ia de­
creased while e xports to South Chine end Hong Kong increased . 

11 Not shown separAtely. 
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January 1931! 
December 193 7 
January 1937 

Total 

$7,993 ,000 
7.947,000 
6,623,000 

To North Chtna 
t'nd 

l.lanohuriR 

82.101 ,000 
2,741!,000 

To ShtlnghAi , 
South Chins 
And Hong Kong 

85.~92 ,000 
5,199,000 

(?) TotR1 United St~tee import~ rrom China, Manchuria 11nd 
Hong Kong decreAsed 1n JAnunry 1938 co'lloered wltu December 
1937 ~nd were over 32,000,000 1~ea than in J~nuAry 1937. 

Total 

Ja nwo ry 1931! 
December 1937 
Januery 1937 

$4,470 ,000 
5.595,000 
6,832,000 

()) The pr1nc1p8l 1tec:s 

(a) To North ChinA 

Ir•on and steel semi-
mAnuractures 

Vehicles, parte end 
acceaaor1ee 

Petro1eu~ products 
Raw cotton 
Induetrilll machi nery 

Tot11l 
All other 

Grand total 

Fro~ North Chi na 
~nd 

From Sh•ngh:~1 , 
South Chine 
And Hone K o~ __ I.!Rnchuria 

11 ,069,000 
1 ,200,000 

$3,401, 000 
4,395,000 

o' export to China were: 

pnd ,ll;f1 nohur1R: 

Jsnuto r y December 
_l~Jil 1~2z 

S1,074,ooo $1,521,000 

445,000 21!5 ,000 
270,000 199,000 
130,000 ~1!,000 104 ,000 2 6,000 

1,!63,060 2,469,000 
~}'! ,000 2Z~ . ooo 

112,101,000 $2,748,000 



~ Sec~Ptary Uorcenthau - 7 

(b) To Shanghai, South Chin~ porta and Hong Konc . 

Vehicles, parte and 
accessori es 

Industrial machinery 
Firearms and ammunitions 
Petroleum products 
Tobacco and manufactures 
Iron and steel semi-
manufactures 

January 
193S 

$1,777,000 
1,31S,OOO 

546 ,000 
~24 , 000 
269,000 

214 ,000 
Edible vegetable products 
Inedible vegetable products 
other than tobacco 

Dynamite and T. N.T. 

207,000 

175 , 000 
150 , 000 
121,000 Paper and oanufacturea 

Total 
All other 

Oranc1 total 

5,201, 000 
691, 000 

$5,1!92 , 000 

December 
1937 

$1,229,000 
llS,OOO 

99 , 000 
1 ,103 , 000 

605 , 000 

615,000 
335, 000 

99,000 
nll 

101,000 
4,304,000 

895 , 000 

$5, 199,000 

(4) The principal ltema or i mport from China 1vere: 

(a) From North China and Manchuria ! 

January 
193S 

Bristles $ 221,000 
Non-me t alll o mineral 

products 
Perilla oil 
Wool and manufactu r es 
lietals end mnnufactures 
Flax , hemp and ramie and 
nMutactures 

Total 
All other 

Grnnd total 

97,000 
so,ooo 
57,000 
57,000 

~4 , 000 5 6,000 
503 ,000 

$1,069,000 

December 
1937 

417 , 000 

12,000 
57,000 

237,000 
30,000 

64,000 
817,000 
3g3, 000 

~1,200 ,000 



(b) !"roM~ St""ngt.e 1 , So••th ChiM porte and rong Kong. 

J~nuory Dec~mber 
l~}S 12lZ 

Tunp; (wood) o11 s as6,ooo $ 784,000 
i"lnx , h~op And r sm1e ~nd 

""nnut"Acturea 470, 000 690 ,000 
Tin, ore, bars, peg2, blocks, 

scrAo, f'tc . 311,000 591!,000 
Srte· lea 21!5,000 21'9,000 
v .. g .. tftble rood, ot he r tt.on 

tf'll 209 , 000 2:?6,000 
Cot~on ~~~nur11ctures 111 , 000 126 , 000 
Tungsten ore And concentrAtt"~ 129 , 000 110,000 
Tea 111! , 000 1&9 , 000 Edi ble nnimrl products 115,000 1 7,000 
Silk, unm• nurnc tureJ 79,000 164,000 
Chem1c~ls snd re1sted 

products 79,000 50,000 
Wood and m8nurect u rea ~·000 ~ ,ooo Totnl 2,8 ,000 1,3 ,000 

All ott.er __ 5n ,ooo l ,Ol2 10t')() 

Grand totAl J3, 4o1,000 $4,395,000 
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L.y <>ear 

THE SECRETARY OF' THE T R E A SURY 

W A aH I HOTOH 

February 25, 1938 

·, Ht .'1' T IIOUSE 

Prcaident f £8 25 I 55 P'' '38 
RECEIVED 

I am tranam1 tt1ne; herowlth 

preli minary report oover1n~ the firs t 

t~o 11~e~e of Feb~~ary on Unit~d Stntea 

tr~~c v•th China and Jaoan. 

The President , 

The lln1 t e House . 

~apectrully, 



• TREASURY DEPARTMENT 

INTER OP',.ICC COMMUNICATION 

ouo • obr u,.:-:• 24 , 1938 

•o Secretary ILorgPnthau 

'"o" Mr. Haa s 

Subject: Current United States trade with Japan and China 
(Preli mi nary data ) 

(1) United States exports to Japan dur ing the first two 
weeks of February 1938 were about 6 per cent lower than during 
the fir~t two weeks or January 1938, and about 12 per cent lower 
than during t he first two weeks of December 1937. 

Un1 ted State s ex2orts t o J apan 

1st week 2nd l'!'ek Total - 1st 2 
weeks 

February 1935 Nil S6, 112 I 000 ~? .112 . 000 
Jonuary 1938 S2, 726 , ooo 3 , 759, 000 6 ,485, 000 
December 1937 1,694, 000 ~ , 218, 000 6 , 912,000 
November 1937 1,180, 000 , 813 , 000 5 , 993 , 000 

( 2 ) 
to J anan 
with the 

The foll owi ng i tems show la rge increases 1n ou r erport s 
durin~ the first two weeks o f February 193!!, as compared 
fir st t wo weeks or January 1938. 

F'lrst two weeks or 
February January December - 19~8 19~8 1937 

Industrial machinery s95a , ooo !851, 000 t 607 , 000 
Vehicles , parts & acces sori es 62 , 000 240· 000 480, 000 
Scrap iron a nd s t eel 4-41,000 5, 000 4-u, ooo 
Pig iron 314, 000 110 , 000 Nil 
Fertilizer & fert111ter 

rna terial s 24!!, 000 Nil 134-, ooo 
Tobacco & manufactures 2!!9 , 000 Nil 257 , 000 
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The following items show sharp decreases in our exports t o 
J apan durln~ the first two weeks of February 1935, as compared 
with the first two weeks of January 1935. 

First 
Febr uary 

1935 

t wo weeks 
Januar y 

1935 

of 
December 

1937 

Raw cotton 
Petroleum products 
Copper 
Paper base stocks 

Ill, 116, 000 
547,000 
214,000 
201,000 

$1,533 , 000 
1 , 955,000 

430, 000 
382 , 000 

' 257 , 000 
1,4o5 ,ooo 

234, 000 
1, 314 , 000 

(3) or the total of s6, 112 , 000 or exports to Japan during 
the firs t t wo weeks of February 1935, the followlng items account 
f or almos t all. 

Raw cotton 
Industrial oechinery 
Vehicles, p arte & accessories 
Pet r ol eum products 
Scrap iron & steel 
Pig i ron 
Tobacco & manufactures 
Fert1li zers 
Copper 
Pap er base stocks 

Total 

All other 

Gr a nd tot8l 

$1, 116, 000 
955,000 
624, 000 
547 , 000 
fl.4l, OOO 
314 , 000 
259 , 000 
245, 000 
214 ,000 
201, 000 

4,979, 000 Sl~ 

1 , 133,000 1~ 

S6, 112 , 000 

(4) United States imports from J apan decreased about 38 oer­
oent during the first two weeks or February 1935, as oomoared wi t h 
our imports during t he firs t two week s of January 1938. 

Un1 ted States imports from Jaoan 

let week 2nd week Total - 1st 2 
weeks 

February 1938 Sl,553,000 $2, 327, 000 S3 , SSO, OOO 
January 1938 2, 033, 000 4, 155,000 6 , 215, 000 
December 1937 2, 159, 000 3,406, 000 5,565 , 000 
November 1937 3, 239, 000 3, 654, 000 6,593, 000 
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{5) The imports of rsw silk from J aonn ohowed the princi­
Pal decres~e : 1moort8 other than r aw silk declinerl over 
~1 , 000 , 00~ but individual lteme m•lnt.slnAd about their same 
relat\ve positions . 

lmoorts during the Ra• .. silk Total imoort~ other Total 
f1rat two week• of than raw sUit 

February 193$ $2 , 46$, 000 $1,412, 000 'H.~I!O,OOO 
Janu/U'y 193ei 3 ,780, 000 2 , 438, 000 6, 215, 000 
December 1937 2 , 037, 000 2 , 628 , 000 5, 565,000 
November 1937 3, 916 , 000 2, 977' 000 6 , 593 , 000 

{6) Of the total of S1,880, 000 of our i mport8 from Jaosn 
during the fi rst two weeks of ~ebruary 1'138, the fol l owi ng i tem• 
account for a lmost al l . 

Raw silk '!2, 461!1 , 000 
Cotton manufao1ures 323 , 000 
China &. porcelain wa re 92 , 000 
Hate and bat materials 57 , 000 

Menthol 54, 000 
Pyrethrum flowers 52, 000 

To ta l 3 . 076 , 000 79'% 
All other 1!104, 000 211> 

Grand total <;3,S80,000 

United Stntes trede with China during the firs t two '•eek• 
of Fe0ri"i9ry 1935. 

{7) United States exoort• to China and Manchuria during 
the first two weeke of February were about 26 oercent lower than 
during the fl r •t t wo weeks of January 1g3g , Sxnort~ to N~rth 
Chin~ and Yanchurla declined 50 oercent and export• t o Shan~hai, 
South Chin• an<\ J.!ong Konp; declined 13 oercent. 

United Sta tes exports to 

Firflt t wo 
weeks or 

February 1938 
J anUBry 1935 
December 1937 

Nort h Chins 
and Vanohuri a 

~ 557,000 
1,116, 000 
1,}23,000 

Whole month or Februs.ry 1937 

She.n~~:hal , South 
China and Ron~ Kong 

! l ,S42, 000 
2 , 114, 000 
1 ,1!108, 000 

Total 

52,399, 000 
3,230 , 000 
3.131, 000 

"15,262,000 
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(8) Leading exoort i tems to Chin~: 

(a) To llorth China Pnd Llanchur111 : 

Iron & steel & rn~~nuraoturea 
Automobile oarta & aoo&saorlaa 
Coooer 
Industrial machine ry 

Wo~ & manuf actures 
All oth~r 

TO till 

Firat two 
February 19~ 

$205,000 
87 ,ooo 
&2,000 
57 ,000 

55 ,000 
91 ,000 

$557.000 

weeks or 
J onus ry 1938 

3 6c;4,ooo 
106,000 

54,000 
1'13 , 000 

4 ,000 
215 ,000 

$1,116,000 

(b) To Shanghai, South China and Hong Kong: 

Auto~obile oarts & accessor1es 
(including ~1rcrart) 

Firearm& & acnunlt1on 
Prlnted matter 
Petroleum oroducts 

TobAcco & mAnufactures 
Tin plate , taggera t1n & ternolete 
All other 

Toul 

Firat two weoka or 
Febr unry 1938 J anuary 193!'1 

$ 613 ,000 
381,000 
144 ,000 
127,000 

96,000 
64,000 

417 ,000 

$1,!'142, 000 

a 756,ooo 
420,000 

2,000 
130,000 

16,000 
32 ,000 

758 ,00.1 

$2, 114,000 

(9) Unlted Sta•es 1Mnorte rroa China and Uanohurla declined 
about 53 oeroent ln the first two weeke or February 1938 , as 
comnn r ed with t he first two weeks or January 1935. I mports from 
North China decl ined 67 percent and imports r rom Shanghai, South 
Chi na a nd Hong Kong declined 47 oercent. 

Uni ted States 1ooorts fro m 

F1r &t two 
wesks o r 

Februar y 1938 
JMuary 1938 
December 1937 

North China 
and 1.1Anchur1a 

$207,000 
629,000 
541 ,000 

Whole month or Febr uary 1937 

ShAnghai , South 
China and Hong Kong 

Total 

$ 826,000 81,033, 000 
1 ,559 ,000 2 ,188 ,000 
1 ,905 ,000 2 ,446,000 

s n, 8o4 ,ooo 
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(10) Leading i,~orts rroo ChinA ! 

(a) Fron North China Mt\ I!Mohur t a : 

Textile on.terln.ls & manuracturas 
Perilla oil 
Ani mal product~. inedible 
Sausage casings 

All ot:ter 

Total 

Firs t two weeks ot 
F'ebrunry 193g Janunry 193& 

$109 ,000 3la9 .000 
39 ,000 1,000 
27 ,0'10 211,000 
23,000 4 ,000 

2 ,000 2~4 ,000 

$207 ,000 $629 ,000 

(b) From Shnnghai, South Chinn and Hong Kon~ : 

Tln, ore , bar s, 
Tung (wood) o11 

eto. 

Flax, e t c . 
8r18tles 

Vegetables, 
All o t he r 

edible 

Total 

Firat t •lfO weekA or 
February 193~ January 123B 

$172,000 $ 134,000 
lJS,OOO 429 ,000 
lOS,OOO 270,000 
S4,000 110,•)()0 

73 ,000 
251 ,0•)() 

122,000 
424,000 

$g26 ,ooo $1,559 ,000 



TREASURY DEPARTMENT 

WASHIN<nON 

Jebruory 25, 1938, 

!t'O 'l'Jm SJ:Qj!i'l'ARII 

'l'hil meliiDrandua 1a i.n regard to the question 
raieed &t Cabinet lut J'ri~ a• to whether the 'l'reaaury 
11 providing a reeerve to take care of the accumulated 
interest over the ten- year per iod on United Stateo 
Sarlnge bonda. 

On the date on which the in terea t r~.te changea on 
any oeriee of United Stateo Saving• bonds, the 'l'reasur,r 
chargee the llll!ount of the accrued interaet up to that date 
on each ouch serlee of United States Sannes bonds to 
"interest on the publ ic debt" and credita the "principal 
of the public debt•, eo that at the end of ten yeare on 
aDf aecurl tieo oute tanding t he differe.nce bet,.een the 
iuue value and the ~~~&turlty value will have been charged 
over the te~year period to interest, and the bonds out­
atanding will be carried in the public debt at their 
maturity value on the ~~~Rturity date • 

. b an example, the 'l'reasury laouee a bond with 
a 11e.turi ty value of $25 !or which 1t receives cash in the 
8l1Qunt of $19, 75, llo interut 1a pa,yablo until the end of 
the firet year. 'l'hlo bond 11, therefore, carried 1n the 
public debt !or the firat 7'&r at a Yo.lue of $18, 75, .tot 
the end of the f1rot 71e:r there 11 twent~f1ve cenil 
accrued intereot due and the holder thereof, 1f the bond 
il turaad in for r edemption, geta $19, or if it i• not 
turned in, the interut h added to the principal of the 
bond. 'l'hla difference, or twenty- fin centa, 11 charpd 
to intereet and the bond, begi.nning the aecond yesz 1B 
carried in the public debt at a Yalue of $19 !or the 
eneuing 11% •ontha. .A.t the beginning of the next au 
•ontha the rate changea again and the principal h 
1ncreaaed by the uount of the accrued intereat !or the 
preceding au •ontba and thereafter it io changed each 
au 110ntluo until at the end of ten yeara the maturity 
value of the bond ( $25) h reacbedo 
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The Bus ness Situation 

As the beginning of March approaches , a more general expec­
tation of an impending rise in business activity is discernible 
in f inancial reviews and trade Journals. Whether this is due 
largel y to seasonal influences, or is based on factors of a more 
permanent nature, is not entirely clear, since an increase of 
about 5 per cent i n industrial production from January to March 
is to be expected on seasonal grounds, 

Our belief that fundamental conditione favor a greater than 
seasonal r i se in busi ness activity during the spring i s based 
on the following reasoning : (1) At current low levels of activ­
ity in many industri es, a small upturn would be sufficient to 
cover the normal seasonal rise; (2) despite generally unfavor­
able business conditions during February, the seasonal ly adjusted 
index of industria l production apparent ly will show a slight 
increase; (3) our analysis of basic demand in relation to pro­
duction indicates that a substantial i ncrease in the outnut of 
important i ndustries will be required to bring production up to 
the current level of demand; (4) a relatively well-maintained 
volume of retail sales, while replenishment of merchants ' 
stocks has been generally post poned, suggests that inventory 
replacement may contribute this spring to a higher level of 
busi ness than called for by normal seasonal requirements. 

The steel outlook 

While steel ingot production increased during February, the 
out9ut for the month showed slightly l ese than the normal sea­
sonal gain over J anuary, New orders during the month were held 
back by uncertainty over the maintenance of f ini shed steel 
prices . 

The outlook for March appears much more promising. The 
recent reaffirmation of steel prices for the second quarter has 
brought a notable increase in inquiries for steel, and is 
expected to result in heavier ordering during the next few weeks . 
The recent improvement in business sentiment , confirmed by rising 
stock and commodity prices , should contribute further to the 
volume of steel orders during March. Some observers are fore­
casting an operating rate above ~ per cent by the end of the 
month, while steel operations currently are running at 30.~ per 
cent . 
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An average rate or only 33 per cent during tArch would be 
sufficient to maintain operations, on n seasonally adJusted 
basis, at t he February level . Any further improvement during 
April would represent a oontra-senoonnl gain, since st eel produc­
tion normally declines sli&ltly in thnt month. 

The automobile industry is expected soon to provide an im­
portant source or new orders. The outlook for that industry a9-
pears to be gradually improving. Used car sales during February 
reported for the East ern territory showed a contra-aeaeonnl in­
crease, and new cnr sales during the month mnde aubstantinl _ains 
over t he January levol. The seasonally-adJusted 1ndex of auto­
mobile product i on for Febt~ary will show a rise of about 10 points 
over the low of 65 establi shed in January, and a greater than 
seasonal i ncrease in output also appears likely dur1n3 !.!arch. 

Farm i mpl ement manufacturers, having allowed their inven­
tories to run very low, accordi ng to rooorts, are also expected 
to ooce into the market for steel in the near future . With farm 
incoces still at relatively favorable levels, the demand for tar~ 
equipment has held up surprisingly well. Sales by the 
International Harvester Co~y during January ~ounted to 
$l2 , ;g5, 000, as compared with $13,540,000 during the excellent 
month of January last year, which was by far the hi3hest January 
on their records bao:t to 1925. 

The textil e situation 

A curtailment of operations in the textile industry hno 
been under way for eight months, this being the first major in­
dustry to adjust it s operations to the reduced level of new orders 
last e~er. It now appears ready to exoand operations, since 
(1) Invento~ies in retailers• hands ~re npp~rently at low levels, 
following the heavy retail sales of the past several months; 
(2) buyers are beoom1ns more sensitive to favorable price develop­
ments; ( 3) the enactment or the fo.rm bill provides inc1•eased ne­
surnnoe of a rising price trendtbr cotton and cotton goods during 
the current year. 

The present sensitiveness or textile buyers to favorable 
price developments, which appears to foreshadow a general buyi ng 
movement, 1s illustrated by the immediate response of cloth enleo 
to the President•o price statement a week ago. In print cloths, 
for example , the volume of sales Jum,ed to 40,000,000 yards, about 
double the week •e production. This buyin0 movement has enabled 
mills to reduce their warehouse stocks, o.nd ho.s tended to stab111ze the 
cloth l!l4rket. 
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In the wholesale dry goods markets, more buyers and a better 
a ttendance at the vari ous displ a ys are reported than is generally 
enjoyed at this time of the year. The r elati vely favorabl e 
agricultt~al situati on is reflected in the f act that buyer s from 
the agricultural districts continue to place the lar gest orders , 
and that mail orders are showing definite i mprovement . Sale smen 
for whole sale concerns report t hat retail s t ocks have in many 
cases been reduced to the poi nt where sales are restri cted by a 
short age of i t ems called for. 

Renewed t alk of a 2- cent processing tax to fin ance the far m 
progra~ has had some i nf luence in stimulating buying recently. 
I t is felt in some quarters thc.t with t he current low i nvent ori es 
in r etai l channels, a processing tax effecti ve several months 
hence , w1 thout t he 1mposi t ion of a t ax on floor stocks , would 
br ing a wave of activity in the textile markets this spr ing simi­
lar t o t hat in the summer of 1933 . This would , of course , be at 
the expense of business next fall . Since the t extile industry 
provides employment for more workers than any ot her single indus­
try, a nd a ccounts for nearly one-f11'th of t he total weight in 
the F.R. B. index of industrial product i on, such a development 
woul d temporarily have a stimulating effect on busi ness activi ty 
and employment . 

Retail sa les 

The movement of goods into consumption, a s i ndicated by 
department store sal es , continues at a much higher level than 
would be suggest ed by the depression in industry. The peak of 
t he r ecover y movement, rea ched in February of last year, VIas only 
7! per cent, in dollar value, above the current level of depart­
ment etore sales . 

I n Chart 1, attached, we show an adjusted index of department 
store sales by months (including an estimate for Febr uary based 
on sales through Febr uary 19 ) broken down by Federal Reserve 
districts. While sa les in dollar values have declined slightly 
during February, being 1 per cent below t he December figure , a 
substantial drop in prices indicates t hat sales in physical vol ­
ume have t ended to increase. 

The nr ice situation 

The comModi ty price outlook has r ecently been i mproved by 
three devel onments of ma jor importance: (l) An i mprovement in 
fundamental condi tions for a number of commodities brought about 
by reduct i ons or :prospecti ve r eductions in supply, as in t he case 

. of cotton, r ubber, t i n, and cocoa , or by a r evival in demand, a s 

• 
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in the case or copper and silk; (2) a change in public sentiment 
toward prices brought about by the Presi dent ' s nrice statement, 
which is characterized by one wri ter as one of the most reassur­
ing and confi dence-br eeding events that has occurred recently, 
and by moves of the Administr a t ion directed toward an exnansion 
of credit ; (3) recent political developments abroad , which are 
t aken os f or eshadowing a peaceful settlement of European difficul­
ties that may l ead to some expansion of international trade. 

In response t o t hese developments, comcodity prices in the 
United States and abroad (See Chart 2) turned up1nu·d at the end 
of February, follov~ng a declining t rend dur ing the five weeks 
p revious. It will be noted on the chart that prices i n the 
United States (represented by lloody1 s index) have r ecently been 
more stable tban British Prices (repr esented by aeuter' s index, 
~bich is closely comparabl e) . On the decline last fall , pr ices 
in this country f ell more sharply t han in England. 

The l evel l ing out of prices during tbe past tbree months , 
while business act ivity was declining, provides str ong evidence 
of a base having been established f or a general price rise . 
Such a rise could come about either th r ough (l) an increase in 
industrial or specul ative demand, (2 ) correction of over-supply 
conditions for 1ndlv1dual commodities, or (3) inflati onary mone­
tary tendencies . Tbe current price up turn represents a response 
l argel y to the first two factors . 

Responding to the general i mprovement 1n business sentiment , 
a nd contributing i n some degree to increased optimism, the prices 
of indust rial st ocks r ose during February to approximately their 
November and January highs. The stabilized level of s t ock prices 
over t he past four months , despi te t he do1mtrend in i ndustrial 
production and corpor a tion earnings , s ugges t s that the unfa vor ­
able factor s in tbe busine ss outlook have for some time been 
discounted, 
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GRAY 

London 
\ { 

Do.tcd F'cbruo.ry 28, 1930 

tcec 1 d 3 : 33 p . m. 

Sccrct~ry of •·te , 

lnl:a ton , 

1 7 , ~rbt'llOl"y 28, 6 p , m. 

e'O .c r,,EASI.u!Y r'flOI BUTTER' /0,\'l'H . 

lith rcfrrrunc to your inquiry (to . 85, February 25, 

2 p . ~. ) r:go.r1ing 1ntrr- 4 t nrtmentnl co~ittee on 

pr:cEs of u11~1n rrrtrrinl$ t lf?d rcoort ~hich 

is si~n"r o thl t of' 1933 i~ th!: l ntcst published , 

l' o ft<rthcr rcrortn l.r.vc nppcnrcd due to a change in 

pro ''r'"'rc 'y •·rhioh publicity is now used as a mcthorl of 

- co nittrc which is appointed jointly by the 

1 inu er o .1e • lth ·'' 1 Frcsidcnt of the Board of Trade 

has rt t•csen .ntives from the follo•·• ine groups : two 

of the builders , t. wo of the buildinc t r ade unionists , 

t•·1o of local £O'J£!•nmcnts , t\'C' of tllding mc.tErio.l 

mnr f• c••.cr~ , onr ccch of hUll\1, t locn societiEs 

t • l"e coc '" •.\vr rr.ov~~Ent .. lth three GOVErnment 

cxucrts rc ::oc crtin the Eonr-1 of rrc.de , rtnistry of 

Hcnlth an' o.. rbncr•t of H!:nlth for Scotlnnrl . The 

in IEpE~o<lEr • cl 11\rmr n is Sit• Iso.do,• Salmon, II . P . of tht 
restaurnnt 

I . 
/ 
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2...f,lC7 , r'rom London, f'cb . 28, 6p . m. 

rcstm• •r nt • nc1 hotr.l chnin of Lyons and Company . 

~he .oo .• :r.nttE E ' s terms of referencE may b E found 

on r>a. ·c onr. of thE 1933 and prEvious r e ports . 

by m<:aJ.a o f monthly r etur ns from local gov ernment 

3nrvcyo<'s or1~Es a rc wat ched . In cases of increases or 

::omplai tn a rcorcscnt$tivE o f the committE£ approaches 

the manu.ract1.• rcrs association concerned informa l ly . 

I' cat•ly all build in • rnnt r.rial manufacturinG lines arc 

organiz ed in manufacturers associations , these be ing 

Effect ive price rinr;s . If the Expl anation o f the pr icE 

i ncreas e is not s atisfactory the manufacturers 

as~ociation is as'·ccl to meet the co!l'mittce . ThE 

c<:>:r.mi '.t cc has no powe rs e xcept of persuasion and 

"' Dll~J.ty . ' Y us inc: the threat of publicity only 

~jncc H~1 irstcnd of rr·•or tinv, all cases studi ed , 

the co::unittEE's influence has proved mo re eff ectivE . 

The sEcretary o f t.hc c ol!ll1lit"ec informs me i n strictes t 

confidEncE tha t an cxpct>imrnt Js n ow being triEd of 

su ·,>cstin& to the import r'.utHs a lvisory committee an 

ln••cst1 otion with a vi£~ to the l owrrinr of protectivE 

tl'.l''Y , t:. t committEE bcint: v cs t Ecl •d.th ful l powErs of 

s c, •nti.ny of accounts , Et cEtEra . 

A 
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~-fl67 , <ro~ London, Fcb ,28, 6p.m. 

A fv l report or the work of the committee t ogether 

w1th wngro ar,rrcmtnto cntrrrd i nto i n conjunction 

with the tuildinr. ~atrriala Ar,rtt~tnt follows aa soon 

nn roasitl£ by ~11 . 

Jom;sou 
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Seore~cry ~o ~enthau 

t:r . Hc.s. 

The 3 ~ ness Situation, !'eelt ending ::arch 12 , 19}! 

Business activi t y continues generally st eady close to the 
l evels at wh~ch it has held for the past three months, 11lth so~e 
evidence of a sprin3 upturn be-inning to appear i n such 1te~s ae 
lut1ber pr o<l.uct1on, auto::1ob1le eo.les , e.utocobi le output , t' nd steel 
orders. 

Cocr1odl ty prices and stock pr ices declined so~e~~" t durin$ 
the wee~. but have celd their ~round ~ell 1n the fece of unfavor­
able ne11s developcents . In v1s .1 of the pr esent stab!' 1ty of 
:~oat bueinese series , the fact th!'.t industrial out nut has been 
runnin5 at a l evel lor.er thl'n th~ ap!>Pr ent level of dem~nd , and 
recent si:;ns o~ i :npr ovel:lent in certain industries, •·e see no 
r eason to r evi se our ex.•>eotption of a ris1ns trend in i ndustrial 
production troll around current level s . 

The New Yor:t Times adJuated business index for the wee!t 
ended I.:!l rch 5 'Vas o. 7 higher thi-n for tile previous r.eek. I m­
provement in el ectric po•ver production, carl oa.6.1ngs, lumber pro­
duction, and cotton mi ll activity was partl y offset by lower 
levslo for steel out nut and autooobile ~reduction . 

Steel 

~e~ st~el ordere increcsed moder ately durin; the veek ended 
:.:C.roh 3, accord1n: to conrlden:il'l reports f r o:l t he U. s. Steel 
Cornor pt1on. Order s received by this cor)orotion rose to the 
e~uiv~l~nt o~ c 33 :per cent pro'uot ion rete , as com~ared with 
the eouiv~lent of a 2S per cent r"te durin~ the t~o ? revious 
~eek~ . Actual oroduct1on or the U. S. Steel Cornor~tion i s 
being closely ::eared to orders, runn1n.s 8t 30 :per· cent of cp_,ncity 
cl.ur1n3 t he week ended :.:arch 7, c.e co::Qc.red ":'ith 2S per cent during 
the pr evious week. 

The automobi le eituntion 

Reto.il sales of eutomob1let , flocor' . .lng to General !lot ore ' 
sales re)or ts , i mproved during February , c.nd trade r eports 1n~ l.­
cate tl!P.t the t rend htta continued into !!arch. Used car enlee 



... 

Seoretnry .. oreentLEiu - 2 

have been glven a stron l~~etus by t~e concerted drlve made by 
manu. aoturers rnd dealers thls week, wnic1 1.cc been oucce t< ful 
1n liquidating used Cl\1' inventories e.nd nrovi din0 ne•· cas:, for 
dealers . T!,e Ford l:.o t or Comnnny, oonsiclered fairly re >reeenta­
t ive, reoorts total used oa.r" sPles of $4, 600 , 000 during t he 
f ire. two dayo of t .. e drive , re<lucing de~~E'rs 1 l r ventoriee by 
;2, bOO ,OOO . Durin~ tr.E"se t uo days e.n ave~rhe of about 10 , 000 
used onrs per dny were FOld, as oo~ered rith 3 , ~0 c~.rs ?er 
day durln: tn~ ten days nrevlous . 

''.'ard 1 s Reoorts fltaie that a t present thor E' ::> r e I' bout 
800, 0u0 units in used c~r stooko, re~reeent1ns a ~holeeome 
reduction fro:n t hP conR1deraoly l. i g.-:er totals or evPi l1ng at the 
beginn1n.:; of the Y"ar, but l'till onougll to seri ousl y ir:mede 
d.ea.lers 1n stocking nl'l'l oars . The used orr et ocke ere est imnted 
~s I'DOut <PO, OOO in exoesl'l of nortnl'l , hence th1s f i gure was Ae t 
"9 t •. e mil.1mum goal of the sales drive . Prrtial retur't9 show 
stron pos"L>!.lity t1-2t t .. 1s ;;::op~ 11'111 be renc •• ed. I n ed•11tion 
to outt in,: incr~>rt<ed cash in del'lers ' hnnl\e , so nor"""! ne'" cnr 
buyin oPn develop , tne drive is e:c)ected to 11 tr~de uQ• used- car 
buyers into t he more recent modele , and strengthen used car 
:>rices. 

A seasonal U?turn in Putomobile proiuction zot under r.ry 
t b.1e 1'/ee!t, 1'/itn increceed schedules e.t t n,. nle.ntc ot' all tl.ree 
leadl.ng p roducer s , but tn" rise of 3 , 000 units wns loss th!'n the 
usual seasonal increase , and lees than had enrll.er been ex~ected 
l.n tile t r ade . Ford i s lag_i ng belli nd t .. c ot.1er pro~'~,tcers, '"ith 
an 01tout only one- nalf t~t of General ~otore , PS co~ared ~ 1th 

an o<.~tt>ut in Janue.ry e:cceedi ng til.l't of General ~otore . 

T11e l umber situation 

L~Der production, seasonally adJusted, r~s been sterdi ty 
increfleing since t he lo11 wPs llll\de early in Jcnuary ( See c .. ~rt 1), 

an~ n continued nl.gh level of new orders and shipments in relation 
to current oroduct ion nolnte to a continuet i on of tne uownr d 
trend. - -

For t~e iret two contr.s ot' 193:! , · h,. total of ne- orders 
reported by t.1e Nfltlonel Lumber ::anu~eoturere 1 Ascociat1on ~rs 
34 per cent nbove product ion, and actual sh1o~ente or lumber were 
r eported a t 22 per cent above o roduct1on . Lumber oroduction 
during J~nuary 193~ . s.ocordincr to tne Federal Re oer ve Doard i ndex , 
~as 1 per Ct'n: belo-.; tnet of tne previous year, the ~'e!lru'lry 

:· i gure not yet belng a vailable. 

In responst" to t llA r'ovoreblo trend of nrm orJera ant'l the 
denlet1on of oroduoere 1 1nventor1"B by sninnents in excess of 
~rOduction, the Olltput o1 lu::~ber in recent •·neo'ta • "~ OF'.de the 
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Blli'I"'>eet g!\inl" or t.te year, Clfter allOI"inl7 for the normt~l seasonal 

rice . ':'lle !lew York Times ndJueted index or lu.~ber production rose 

from a n aver~>ge of 53 durin_., t wo 1veeks in 'lid- FebruAry to 57 dur­

in_; the lest 11ee:t of FebruAry and to 62 durin0 the first week of 

::,.rch. i:hile oroduction durin:; this ll'test 1·eek was 23 " er cent 

lower thfl.n during the comryp r rble weelt n yeE>r ae;o , new orders 

were only 7 per cent lo\;er . Lumber producti on is next i n 

i~~ortnnce to steel and texti les in the Federal Reserve -OPrd 

index , h~vins a weight of g ner cent . 

TJ-.e pa er !ncustry , lnrgely dependent uoor -oulorood, h!\s 

fll eo BliOwn o. mnr:tod i mprovement dur ing tlle past tr.o conths . 

:::nrly in J nnu'lry the entire industry , exclusive of th~ pl'lper borrd 

division, -~e oper~tin~ at ebout 4o per cent o~ ca~ccity . By 

t •. o end of Jnnuar~• it v:n s up to 60 ])er cent , and tLe lest "eek 

in Fe·oru~> ry el.o.ted o:>err t1ons at 73 per cent . In the !l!l.' r rbot~rd 

division, Oler a tions during February were oni ntnined around 6o 
o er cent , .. it!. a risin: tendency . 

DurPble versu~ non- durable oode 

The oreeent reces11 ion hos seen a decline in the dur cblc 

goOtls industries Qore severe thAn :ru-t in an;- yrevious yeFr of 

the present c.entury, >:itli the possible exception of 1907- 08 . 

The FP..S i nde;; of dur able goods oroduction declined from 126 l rH•t 

Au.:,-ust to 57 in Je.nu:lry . (See ChP rt 2 ) . "o't.e ryroduction of non­

duruble e;oode , on t l:e other hand, after r el'ch1n;; apt~roximntely 

t he same oenk, declined only to 93 in J ru1uary . 

The •.?ell- kno1·m grct>ter stt>bili ty o~ non- duro·ole ~;oods pro­

duction , fl.lld tLe fact tl.at it tends to follo·· .tore closely t he 

eotual movement or c ooa e into coneu:notion, ,_·i vee it r o::~e vrlue as 

e for oct>ster of business conditions . Non- dureble goous , for 

exn:n;:>le, established t heir production oeak in December 1936 , 

declin1nw durino the f irst 1.nlf of 1937 ~<!".1le t •. e production of 

durebl e goot1s continued to eJqJe.nd . I n retros!)ect , tnis provi ded 

a definite warni ng t~t t~e oroduction of dureble goods in Au~st 

1937 "'"8 et a level t!.r t could not be r.1aintained, eo:Jel7.l".l't sii:li­

lar to the s i tuation in 1929 . Agn in, t~e false upturn i n the 

s:orin.; of 1930 \'Ia& indicated as such by thl' failur e or non­

durrble ~ooda to foll ow . IndicntionF in 1Q31 ·•ere m1ol eading 

perheps because of the chMc,e in worlo. economy 'rour;l.t on by the 

~rit1sh ebando~~ent of ~old, but in 1932 t he upturn in business 

w~s led by non- durabl e goode . 

I f ueneral busi ness recovery is to be&in 1n the near future , 

so~ e of the non- uure.ble or consu:Jcr : oods in 1uetries enould 

olready have be[Un to shot'/ itaprovenent . At:1 a mt~tter of record, 
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the r~te of not1v1ty in severcl ooneuruera ' ~oods 1n~uatr1es hss 
alrordy turned up•"o.rd . \7.•1le the 1J:.proveu:ent is , or course , not 
conolu•ive , lt ie nt lerst encourr~in_ . The 1 prov1n trend 1n 
tl.e ,.,n.,er industry hils alrerd)' bPen cited. 

In t: e lent.oer ~ooda i nLiustry , production rose ln JPnurry 
to 93 , l\ccord1ng to the Feder oJ. Reserve 3orrd adju11ted lnde:t , 
as compnred 111th 86 ln December and SO in Noveober . 

In the textile 1nductry , the production of cotton ~oods 
durin Februrry eho~ed oore t~n the seasonal incrers., aocord-
11\_ to "rel1 .1n&ry eatioBtee. Wool -,reduction increl'sed more 
t~ eersonslly l n Deceober, and s i lk production hBe rieen 
ahl'r'lly to en index o!' Rbout 8<! in F'ebrucry, es 001!l];)t1red with 
SO in Jnnuary Md 69 in December. 

Effects or freight r ate increase 

The rre i :.t rate inoreree recently re.nted the rAllroads 
s:.ould result ln eo:Je 1ncruae in order1n,; nnd sl'-lp:::enta during 
the next two weeks , since it is expected u.nt tt.e ne,. tariffs 
cDn not be put into effect until the end of this ~onth, o~lng 
to e':tenaive onlculationa involved. . An inoreaae in immediate 
at' el bu:•1ng for prompt shipment 1e seen no a posni bill ty by 
t .. o Iron A;e . So fer l'B tl".e steel industry is concerned, tl::.e 
inorensed fret nt costs -111 tall al=ost enti rely upon the 
conau~er of steel products, since the 1~ortsnt rnw ~ter!als 
or tne industr:r (iron ore , pig i ron, col:e, end bit\~:~inoua coel) 
IU'e exellnted from the inorePae . Steel scre.o , ho"ever , i s i ncluded 
under the higher rates . 

The urioe s1tu~t1on 

Co~odlty and stock ?rices have sP ed socewhPt thie week , 
bc.t on the wnole W.ve held tl~ir e:round .. ell i n the rroe or 
developauent s thAt ordi narily would h1>ve re.-.oted unff! vorrbly on 
the speculative mrrkets . The Whitney fnllur e , e. severe break 1n 
ra1lroed bonda followinG tho d1eaupoi nt1ng f rei.,ht rllte increllDe, 
reported l1qu1dsti on of 1nveatments to r a1oe money for t~~es , 

and increased uolitical tension in :turope , heve brouvJ.t no core 
tt.sn a codernte reaction i n co:-od.ity ~rices , rhlch rema i n 
generally "'1th1n the r an:e or tl-.e past three contha. 'i't.e prices 
of eo~e co~od1ties , notably wheat , ~ve declined on nroe~ecte 
or 1ncreesed suot>lles . Such declines should be d i et i n;;;u1shed 
from those resul tlng f r om r ec\uoed d emand or d eflationar y monetr r y 
influences , wllloh would h~ve unfll VOrl'ble 1npl1cRt iona i n the 
business outlook. 
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TREASURY DEPARTMENT 

INTER OFFICK COMMUNfCATION 

DA Tl Uaroh 1'/ 1 1938 

To Secre tary Worgenthau 

Subject: Current trade with Japan and China 

A. United States trade with Japan during February 193g, 11 

1 , United States exports to Japan during the month ot 
February were g percent lees t han during J anuary 193g and 
22 percent less than during February 1937, 

February 
January 

December 
November 
October 
September 
August 

193g 

$19,266,000 
20,981,000 

1937 

$16, 140,000 
18,133,000 
20 ,129,000 
16 ,842, 000 
24,643,000 

1937 

$24,844,000 
22,36 ,000 

1936 

$16,433,000 
24,100,000 
26,668,000 
21, 32g,ooo 
10,764,000 

2, Exoorts ot raw cotton to J apan were 4 percent less than 
in J anuary 1938, and 50 peroent leas than 1n February 1937. 
Exoorts exclusive ot raw cotton were 21 peroent less than the 
average tor the past six months , 

United States exports or cotton to Japan 

February 193g 
January 1938 
December 1937 
November 1937 
October 1937 
February 1937 

• 5,565,000 
5,1!17,000 
1 1 901'! 1 000 

797,000 
1,571,000 

11,079,000 

3. Exports or iron and steel aorap were $1,668,000 
February 1938 as compared with $534, 000 in January 193g, 
were, however, onl y 30 percent ot the average mainta ined 
May to August 1937. 

in 
They 

from 

~Previous reports cover weekly figures only. This r eport 
Is tor the whole month ot February. 
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United States exports of iron and steel scrap to Japan 

February 1935 
January 1938 
December 1937 
November 1937 
October 1937 
September 1937 
Monthly average, 

May to Augus t 1937 

$1, 665,000 
534,000 
479,000 
633,000 

1' 1415,000 
1,402,000 

5,600,000 

4. Shipments of aircraft and parts , shown separately for 
t he first time in February 1938, amounted to $244,000. 

5· The following items show large increases in our exports 
to Japan during the month or February 1938, sa compared with 
our exports of the se items during the month of Janua ry 1933. 
The amounts for February 1937 are shown for comparison. 

Scrap iron and s teel 
Vehicles, parts and 

accessories 
Fertilizer and fertil­

izer materials 
Tobacco and manufactures 
Hides and skins, raw 

(except furs) 

February 
1938 

$1,668,000 

1,612,000 

362,000 
290,000 

226,000 

The following items show decreases 
Japan during the month of February 1938 
month of January 1938. The amounts for 
shown for comparison. 

Raw cotton 
Petroleum and oroducts 
Industrial machinery 
Copper and manufactures 
Ferro-alloys 

February 
1938 

15.565 ,000 
3,00'+,000 
2,609,000 
1,}67,000 

24,000 

January February 
1935 1937 

• 534,000 $1,391,000 

1,185,000 1,6811,000 

24,000 Sl,OOO 
N11 449,000 

22,000 159,000 

in our exports to 
as compared with the 
February 1937 are 

January February 
1938 1937 

$5,Sll,ooo $11 ,121,000 
5,06 ,ooo 3,193,000 
2 ,853.000 1,417,000 
1,883,000 1,060,000 

192,000 48,000 

t 
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6 . or the total $19,266 ,000 o f exports to Jaoan during 

February 193g, t he f ollowing items a ccount f or almost all: 

Raw cotton 
Petroleum and products 
Iron and s t eel and manufactures 
Industrial machinery 

Co9pe r and manufactur es 
Automobiles, parts and accessories 
Paper base stocks 
Fertiliter and f ertili ter materials 

Tobacco and manufactur es 
Aircraft and parts 
Hide s and skins , raw (exoe9t furs) 

Total 
All other 

Grand t ot al 

$ 5,565,000 
3,004,000 
2,g27,000 
2, 609 ,000 

1 ,367, 000 
1 ,337,000 

422,000 
362, 000 

290 ,000 
244, 000 
226,000 

$lg,253,000 
1 , 013 , 000 

$19 , 266,000 

1· United States i mports from Japan decreased 23 perosnt 

during P'ebr unry 1938 as oompared with our imports during 

January 1938 and decreased 53 oercent as oomoared with February 

1937· 

P'sbruary 
January 

Dscsa~bsr 

NoYsmber 
October 
September 
August 

United States i~~~ports 

1938 

• g,723,000 
11,}42 ,000 

1937 

$11,674,000 
17,190,000 
15,420,000 
1~ , 988,000 
1 , 297, 000 

from Japan 

1937 

$18,3g4,ooo 
17,683,000 

1936 

$16 , 427,000 
15,34<> ,000 
lg,930,000 
1 ,012 , 000 
16,948,000 

8. The imports or raw silk 
pal decrease; i mpor ts other than 
$1,900,000, but individual items 
relative position. 

from Japan s howed the or1nc1-
raw silk decreased about 
mai ntained about their same 
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February 193g 
January 193S 
December 1937 

Raw sUk 

$5, 225,000 
5.947 ,000 
5,909 ,000 

Total i mports 
other than raw silk 

$3 ,49S,ooo 
5.395,000 
5, 765,000 

Total 

$ S,723,000 
11,342,000 
11,574,000 

9 · Of t he total of $S ,723 ,000 of our imports from Japan 
during the month of February, the fol lowing it ems account for 
almost all: 

Silk , unmanufactured 
Cotton manufactures 
edible vegetabl e products other then tea 
Silk manufactures 

Hats and hat materials 
China o.nd por celain ware 
Perilla oil 
Fiah and flsh products 

L!enthol 
Pyrethr um flowers 
Tea 
Wood and manufactures 
Earthenware and stoneware 

Tot al 
All other 

Grand total 

65,225 ,000 
550 ,000 
213, 000 
19S,OOO 

196,000 
1S9,000 
149,000 
141,000 

132 ,000 
117,000 
103,000 
94 ,000 
92, 000 

$7,399,000 S5% 
l, 324,000 15.% 

$S,723,000 

B. United Sta tes trade with China during the month of 
f'ebruary 193g, 

1 . United States exports to China and Manchuria for the 
month of February 193S decrea sed 24 percent from January 193g 
b•1t increased 16 percent over February 1937. Exports to North 
China and L~churla increased 15 percent while exports to 
Shanghai, South China and Hong Kong decreased 37 pe rcent. 

United States exports to 

North China Sbangha1., South 
and l.!anchuria China and Hong Kong Total 

February 193g $2,417,000 $3,690 ,000 86 ,107,000 
January 193g 2,101,000 5 ,S92,000 7.9~3,000 
December 1937 2 .7~.000 5.199,000 7.9 7,000 

Whole month of February 1937 $5,262,000 
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2 . Leading export 1teme to China 

a . To North China an~ Manchuria: 

February 
1938 

January 
1938 

Iron and steel and manufactures $ 649, 000 $1,074,000 
Cotton, unmanufactured 545,000 130 ,000 
Vehicles , parte and accessories 287,000 2S5,000 
Petroleum and products 275, 000 270 ,000 

Copper and manufactures 232 , 000 6S, ooo 
Industrial machinery 117 , ooo lo4,ooo 
Wood and paper 10:2,000 15 , 000 

Total $2,2og,ooo 91% 
9% 

$1,946,000 93~ 
7~ All other 20~,000 125 ,000 

Grand total $2,417,000 $2,101 , 000 

b, To Shanghai, South China and Hong Kong 

February January 
1938 

Automobiles, aircraft, parts and 
accessories 

Tobacco an<l manufactures 
Firearms and ammunition 
Printed matter 

Iron and steel and manufactures 
Petroleum and products 
Ginseng 
Edible vegetable products 
Cotton, unmanufactured 

Total 
All other 

Grand total 

193S 

$ 98g, ooo 
430 ,000 
3g4, ooo 
24o,ooo 

1g8,000 
lg5 , 000 
14$,000 
142 , 000 
111 , 000 

$2,gl3, 000 
· gzz,ooo 

$3,690,000 

I 

$1 , 77_7' 000 
269, 000 
546, 000 

9,000 

22"),000 
42Ji., ooo 

1/ 
207 ,oo~ 

N11 

$3,457, 000 "59% 
2,435, 000 Ji.l% 

$5,g92 , 000 

3 . United States imports from China and Manchuria declined 
about 1g percent i n the month ot February 1938, as compared with 
January 1938, I mports from North China declined about 9 percent 
and imports from Shanghai, South China and Hong long declined 
21 percent. 
!7 Not shown separately in J anuary 193!. 



• 

Secretary Uorgenthau - 6 

United Statee iMport s from 

North China Shanghai, South 
and Manchuria China and Hong Kong Total 

February 193S 
Januar y 1938 
December 1937 

$ 978,000 
1,069 ,000 
1,200,000 

Whole month or February 1937 

4. Leading importe from China 

$2 , 685 , 000 
4 · 401,000 

.395,000 

a. From North Chine and Manchuria: 

February 
1938 

Textile mAteri als and manufact ures ~347,000 
Bris tles 218,000 
Perilla oil 182,000 
Sausage casings 85,000 
Furs and menutaoturee 26 ,000 

Total ssss,ooo 
All other ~o , ooo 

Grand total $978 , 000 

$3 ,663 , 000 
4,470 , 000 
5 .595,000 

811,804,000 

January 
1938 

$ 289 ,000 
221 ,000 
80,000 
2,,000 
} ,000 

91:' $ 
9.% 

649 ,000 
420 , 000 

$1 , 069,000 

b. Prom Shanghai, South China and Hong Kong 

February J anuary 
1938 1938 

Turg (wood) oil s 689,000 $ 886,000 
Tin, ore, bare, etc. 622 ,000 311,000 
Brietlee 234,000 285, 000 
Flax, hemp and ramie end manufactures 231,000 4]0, 000 

Edible vegetable products 159,000 
Hate end hat materials 105 ,000 

327 , 000 
145,000 

Cotton menutaoturee 101,000 131,000 
Chemicals and related products z6,ooo Z2,ooo 

Total $2,217,000 83% $2,634 ,000 
All other 468 ,000 17.% z6z,ooo 

Grand total $2 ,685 ,000 $3,401,000 

61 
39 

7i 
2? 
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TO 

T REASURY DEPARTMENT 

INT~ft O,.,.ICIE COMMUNICATION 

Seoretar~~enthau 

1!r. HaaJl;fffr 

.... Karch 21 , l93S 

Subject: The Business Situation , week ending Karch 19 , 193g 

Conclusions 

Business activity in the Uni ted States, exclus ive of ~he 
possible effects ot this week's developments in Europe, con­
tinues steady with evidence ot improvement in several directions . 
Improving business 1n certain lines during t he week ended March 12 
is indicated by a continued greater than seasonal rise in lumber 
production, by a rise in oarloadings when a decline was to have 
been expected, and by greater than seasonal improvement in steel 
and cotton mill activi ty. Electric power production, however, 
showed more than the s easonal drop, and the increase in automo­
bile production was less than would normally have been expected. 

Following a three-month period of busine ss stability, during 
which material progress has apparently been made in reducing 
inventories and adjusting business operations, conditions in 
this country favor a gradual improvement in business activity 
from present levels. With no unfavorable outside i nfluences , the 
improving t rend should continue through the summer and gain mo­
mentum during the second halt of the year, The possibility ot a 
setback duri.ng the sUIIIIDer has been materially reduced since the 
continuation ot a low level ot business during February and early 
March while inventories in various industries were being thor­
oughly liquidated tends to insure against a decline later. A 
secondary decline would likely have developed during the summer 
it a greater than seasonal spring recovery had lifted production 
above the level ot consumer demand. 

This week, however, a new factor has come into the picture 
on the unfavorable side, the ettsct ot which can not yet be 
determined. The sudden turn in developments in Europe , which 
has led to widespread tear ot a major war, introduces the 
poss ibility ot further commodity price deflation and curtailment 
ot long-term commitments at a time when business in this country 
is especially sensitive to either favorable or unfavorable 
inf luences. This may prove sufficient to offset , or more than 
otteet, the favorable influences that have been developing 
within our own economy. 
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Etteot ot European developments 

The shook to hopes ot European peaoe which the annexat i on 
ot Austria and developments in Spain and Lithuania have provided 
thls week, introduces a new taotor into our business outlook 
whioh is difficult to evaluate but potentially unfavorable. 
Uncertainty in regard to the fu ture may lead to curtailment or 
long-term commi tments in this country. Fear or war in countries 
now relatively prosperous would tsnd to halt industrial buying, 
thereby reducing the world demand t or commodities , and well.kening 
the prioe structure. A decli ne in foreign currencies against 
the dollar, particularly sterling, would also act as a deflationary 
price influence 1n t his country and tend to reduce our export 
demand. This was the key situation in the tall or 1931, when 
England's abandonment of the gold standard helped to toroo this 
country into deeper depression. The decline in security prioes 
and weakening in f oreign currenoiee thls week i s probably exerting 
some deflat ionary pressure on commodity prices here and oontribut­
ing to bueiness uncertainty abroad. 

Although war demand mi.ght be expected in the long run to raise 
commodity prices in this country, its immediate effect would be 
minimized by several offsetting factors: 

(1) 

(2) 

(3) 

Whlle the rearmament movement will undoubtedly 
be speeded up throughout Europe by t his week's 
developments, as evidenced 1n announcements 
already made by England, France, Sweden and 
Yugo-Slavia, it Will require time tor these to 
etteot an inoreaee in commodity buying. 

A decline i n foreign currencies against the 
dollar would tend to divert buying trors thla 
oountrJ to those countries whose currencies 
had weakened. 

The present world aupply aituation tor many 
oommodlties is leas favorable than that ex­
isting last winter, when competition between 
armament demand and industrial demand at a 
time of light suppli es brought a epeoulat1ve 
boom i n commodity prices. 
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(~) The posoibility of severe business curtailment in 
Europe in the event of war would reduce the industrial de­
mand for oom:nod1ties, whioh 1n ths aggregate ie more im­
portant than the &rlll&lllent demand. Industrial activity in 
both England and France declined substantially during the 
year following the outbreak of war 1n July, 191~, and 
co~od1ty prices 1n this country, except for a rew excep­
tions, di d not start to riee until the early part or 1915. 

The security markets 

Oomoarative steadiness 1n the American security market s 
t his week (Chart 1), in contrast with the violent decllnss which 
have occurred ln markets abroad and in Canada, is believed to 
reflect (1) a strong fundamental situation 1n our markets grow­
ing out or the heavy liquidation which they have already under­
gone, a8 well &8 the improving business outlook, and (2 ) the 
greater safety for 1nveetaent funds provided by our markets, as 
agalnat those in any other country of the world. 

The effect ot a maJor conflict upon our security markets 
seems unpredictable, especially ln view or the possibility or 
irrational liquidation f r om domestic eourcee . 

The pr ice situation 

Prices or sensitive commodities have sagged slightly this 
week as foreign exchange rates weakened and security aarketa 
declined, though the undertone baa remained generally ateady. 
Cotton pricea, which are particularly aenaitive to tluctuaticns 
rn sterling exchange because or t he competitive balance between 
American and British-grown cotton, declined sharply on Friday 
with a drop of about 2 cents in eterling, but later recovered 
moat or the lose ae sterling improved. Further declines in 
rubber and wheat resulted largely f rom prospects of increasing 
auppliee, while hides, ooooa, and acme other commodities were 
adversely affected by general weakness 1n the security markets. 

The trend or oo .. odi ty prioea, in our opinion, will have an 
1aportant bearing on the trend of bus1nesa activity over the next 
few months. 'll'hlle prices during the past three months have 
apparently been eetabliahing a toundation tor a general rise , and 
have held uo well th1a week under the weakness 1n security prices 
her e and abroad, the war development• 1n Europe introduce a new 
factor, the etteot ot whi ch is difficult to eet1mate. 
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CUrrent business developments 

steel operations 

Operations in the steel industry this week increased 2 pointe 
to 32 per cent ot capacity, which, with t he exception of one 
week in January, was the highest rate since the week ot November 15. 
New orders tor steel appear slightly higher t han current produc­
tion. Orders received by the U. s. Steel Corporation during the 
week ended March 10 were maintained tor the second successive week 
at a level equivalent to about 33 per oent ot capacity, while 
operations ot the corporation last week were at 29 per cent. 
Current predictions in the steel trade are that the spring peak in 
steel operations may not occur until June, and that the operating 
rate tor t he second quarter should average around ~2 per cent ot 
capacity. 

While an upturn in steel operations has occurred in ~ ot the 
6 leading districts , the output in the Youngstown district has 
decreased because ot an easi ng in the tin plate demand (See Chart 2) , 
and output has remained unchanged in the relatively small Buffalo 
district. An easing of steel scrap prices recently in most dis­
tricts (shown on the chart) appears somewhat unfavorable. 

Steel buying is held to minimum levels by t he knowledge or 
consumers that prices on steel products will not increase and 
may decline. They also know that with the present low operating 
rate there will be no difficulty in getting deliveries when needed. 
Hence present condit ione favor a continuation of hand-to-mouth 
buying pol icies . 

In t he meantime, inventories or steel consumers are goi ng 
down steadily, according to reports of sales executives or the 
steel companies. In this connection, it is pointed out that 
compani es report i ng t heir inventories as adequate or excessive 
generally are measuring them against the current low levels of 
sales, and any sharp increase in sales would find inventories 
too low. 

Retail Sales 

Department store sales continue to i mprove gradually from 
the low level reached the latter part of January, but on the 
whole t he improvement has not been as much as the normal seasonal 
increase. Sales during the week ended March 12 were 15 per cent 
below those tor the same week last year, a slightly more favorable 
comparison than in the previous week. 

Comparisons with last year are likely to be increasingly 
unfavorable this month, especially during the week ending 
Uaroh 26, since sales in Karch last year were stimulated by 
pre-Eaetsr buyi ng, Easter i s three weeks later this year, which 
will throw the heaviest retail buyi ng into April. Weekly de­
part ment store aales during that month should therefore make more 
favorable compar1eone with last year. 
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Automobile pro~up1!o.n 

'l'he eatlmated production or automobiles t his week lnoreaeed 
only 200 units to a total or 57,6oo, apparently reflectlns t he 
alowness or expansion ln retall buylng and t he previoua stocking 
Ot dealers by the autocobile CO:Jp'Uli&a. ;ia1'111 a !l.e~orts Je'ltlln~ 
!'1st _:>rol.lctlon 1e remdning slightly behind t he pace or retail 
dellveriea. Although the success or t he used car sales drive Ilea 
apparently not yet been reflected 1n 'lew oar ~Jyln~, lt lo oon­
oolo<l by autonobl'le oon;u>.ni es to h.'\ve mat 'Ill expeotationa, 
according to early tabulations, c.nd rlnal n .sut•es may prove even 
more favorable. 

Prooeaaing t nJ< 

A rector which would tend to atlmulatc near-term buslne•s 
activity is seen in the introduction or a prooeeeing tax proposal 
by Senator Pope or Idaho, to cover cotton, synthetic yarn, corn, 
wheat, r1oe And tobacco, intended as an amendment to the revenue 
bill or 1938. Since it oontalns no provision for a floor tax on 
manufactured products, its efteot wlll be to stimulate buylng 1n 
advance or the arreot ive date or the tax, at the expense or later 
business . Ita uont irt,>ortant effect would be temporarily to ln­
oroaso aotlvity 1n the t extile induotry . 

Carloadlngs 

An i J!IPrOvement 1n oarload1n3a "hioh be3~1 in the prevlouA 
week oontl nued ln the week ended !.larch 12, contrary to the 
seasonal trend whlcm is downward at th1a period or the year. 
Uisoellaneous oarloadinga, usually conaidered more 1nd1oatlve 
ot business trends, made a better ahowlng than total loadlnga. 

Construction 

Residential const ruc t ion durlng February showed a greater 
than seasonal increase from the low January level, wlth an 
improving t r end throughout t he month, The daily average value 
or contracts awarded increased from $1,~,000 1n January m 
$1,819,000 in February, with the last perlod of the month 
a 1111raging $1,949 ,000. A sharp seasonal increase in contract 
awards usually occurs during Karch and Aprll. 

Another greater than seasonal r1ee 1n lumber J?roduotion during 
t he week ended ~ro:, 12 to an l ndex (adjusted) of 64.6 as compared 
with 62.1 during the previous week provides rurther confirmation 
or an 1noreas1ng demand from the building industry. 

Prices of bui lding materials resumed their do .. nward movement 
during the week ended Uaroh 5, following a short period of stable 
quotations. The Department of Commerce index, covering a group of 
leadlng oonatruotion materlala~ dropped 0.3 to 90.S in that week. 
Th1s compares with a peak or 9b.7 reached last July. 
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report of buolneoo conditione. 
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lara 8princo, Oeorcia. 
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TO 

p 
y TREASURY DEPARTMENT 

INTIN O"'ICII COWMUNIC:ATION 

Secretary llorgenthau 

••o• Mr. Haas 

??:TUPPU 

••n llarch 25, 193S 

Subject: The Business Situat ion, week ending Karch 26, 19}S. 

Conclusions 

Business !actors in this country, taken by themselves 
exclusive of European developments , continue to point to an 1m­
proving trend following the s table base which has been estab­
lished over the past several months , with upturns in steel 
activity and bui lding construction and, during the past week, a 
marked improvement in automobile retail sales , contributing to a 
strengthening or the domestic business situation. 

The steel operating rate (Chart 1) has increased to }5. 7 
per cent or capacity, a new high eince November, while increased 
operating rates in the near fut ure are suggested by a general 
upturn in new s t eel orders . Construction in ell categories is 
showing det inltely more than seasonal i mprovement. Contract 
awards east ot t he Rockies showed a greater than seasonal rise 
during the first halt or llarch, following their favorable trend 
in February, a nd building permits on the Pac1tic Coast during the 
first t wo months have confirmed this trend. A further impr ove­
ment seems indicated by the continued heavy i nquiry tor F.H.A . 
loans, which has broadened to include large scale housing proj­
ects. 

At present, however, the favorable factors supporting the 
business trend in t his country are roroed to contend wi th unfa­
vorabl e devel opments abroad, and the resulting trend or business 
over the coming months will necessarily represent a balancing or 
the two forces. The tense international s i tuation arising !rom 
the German coup in Austria has thrown into the business picture 
a factor or gr eat, but i mmeasurable, potentialities. Sy adding 
greatly to uncertainty over the business outlook, particularly 
eince i t has preci pitated declines in worl d stook and co~odity 
markets , it provides an added reason to busi nessmen for postpon­
ing new commitments and awaiting a clarification or the general 
outlook. 

In r ecent months the business recession in the United States 
has constituted a drag on business activity in foreign countries . 
Now thAt we have apparent l y completed our adjustment and are ready 
to move ahead, the s i tuation has become reversed, and business un­
certainty abroad ls constituting a drag on our own recovery, 
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The steel situation 

The steel industry i s currently provi ding a better undertone 
t o business activity, with operati ons increased t o 35·7 per cent 
of capacity representing t he highest rate since last November. 
(Chart 1). The Iron Age this week r eports t hat •probably tor the 
f irst t ime s i nce the first halt or 1937 orders are running in 
excess or shipments.• Production hAs gai ned a t otal of 7 pointe 
since t he firs t week or ~arch, largely because t he arrival of 
spring weather has expanded the sale of farm implements and wire 
products in o.gricultural areas, while an increasi ng demand has 
come from a diversified list or consumers whose s t eel stocks are 
nearing exhaustion. 

A further rise in output seems probable in coming weeks. 
The U. S. Steel Corporation, operating this week a t 32 per cent 
ot capacity, reports new orders during the week ending Karch 17 
a t the equivalent or 42 per cent. Trade reports indicate t hat 
the volume or or ders during the current week is holding near the 
high l evel of the previous week. 

The volume of steel buying f r om t he automobile indust ry, 
which normal ly consumes more steel than any other industry, has 
apparently not yet shown any appreciable increase. Automobile 
producti on has declined slight ly this week, when a seasonal rise 
was t o hAve been expected, apparently because of a disappoi nting 
improvement in retail sales early in the month and a desire to 
reduce new car stocks. The reducing or dealers ' s t ocks may be a 
prudent move to prepar e for price reductions or t he i ntroduction 
or new models . Ret a il sales or automobil es during the sal es 
period Jus t completed, however, have risen sharply from the l ow 
levels of earl i er in the month, according to reports in t he trade. 

Both f act ory and dealer stocks of new cars as reported by 
the General Mot ors Corporation on Karch 10 were very elightly 
below those on the same date in 1936, though substantially above 
the strike- depleted s t ocks or 1937. Used car stocks of 245,900 
unite on that date, however, compared with 232 , 200 units in 1936 
and 214,200 in 1937. 

The building situation 

The volume of construction has continued to rise, improving 
further dur ing the first half or Karch atter showing a greater 
t han seasonal upturn in February, with all categories sharing in 
t he i mprovement . The Dodge f i gures on contract awards for the 
first half of Karch show a dally aver age not much below the 



• 

/ 
Secretary Uorgenthau - 3 

comparable figures tor last year, t otal l i ng $7, 558, 000 as com­
par ed with SS, OS6, 000 in 1937. Residential awards show a da l ly 
average or $2, 507, 000 as oozpared with 13 , 26~ , 000 last year . 

Data tor the Pacific Const, not covered ln t he Dodge figures, 
provide confirming evidence or an i mproved trend or construction. 
January and February building permits in this section were 4.4 
per cent higher t han in 1937. 

A continued heavy inquiry tor r.H.A. housing loans, which has 
broadened t o include lar ge- scale hous ing projects, provides f ur­
ther evi dence or thi s trend. The aggregate value or home mortgages 
s elected t or appraisal during the week ended Uarch 19 roee to a 
new high or $21,293,o6l, about 55 per cent or this representing 
homes to be constructed. The similar tigure t or last year was 
$16 , S79 ,710 , though a otriot compar1oon is not pos s ible beoauae or 
gr eater inducement under this year's pl an. 

Reports or larger buying by bui lding mat eri al dealers, and 
reports that deliveri es or l ins eed oi l to pai nt makers in ~rob 

are running 50 per cent heavier than in February, tend t o i ndi­
cate an increasi ng demand troc the building industry. 

It may also be significant that shipments or ooment during 
February or this year showed a decrease or only 11.~ per cent 
from 1937, while production was 32.9 per cent l ower. Stocks or 
cement at the end or February, ns reported by the cement industry, 
were 2. 8 per cent lower than a year earlier. 

The railroad s ituation 

With r a ilroad earnings seriously depressed, and second 
grade rail bonds at new lows tor the pres ent century, the rear 
or f urt her railroad receiverships and a further decline in rail­
road securities has a retarding inrluenoe on bus ineee recovery, 
while the resulting low level or rail equipment buying 1e tend­
ing t o r et a rd improvement 1n t he steel industr y. 

The railroad situation provide• one point or attaok on the 
present business recession. In some quarters an upturn in t he 
securities markets i s expected to be tirot indicated by an 
improvement in rail road securities. There is no doubt that any 
praotioal method or provi ding immediate aid to the railroads, 
which would permit them to increase their expenditures tor 
equi pment and maintenance, plus a long-term program which would 
giYe people confi dence t hat the railroad problem would i n time 
be solved in a praotioal way, would hn•e a strongly favorable 
effect upon business sentiment. 
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Influence ot tor elgn e1tuat1on 

Deve lopments thls week have tende~ to contlr~ our apprehen­
sion over the effect of the r ecen t turn in European a tta1ra on 
our bus:! neue outlook . A sharp break ln 01.1r a t ook. market was 
lnitl&ted on ruesday when Great Br1t&1n announced A dec1&1on not 
to interfere wit h Ger~n aggrese1on in easter n SUrooe , t hough 
other tactor e cont ributed to ~he sever ity or the 6ecl1ne . Coo­
~odlty price i ndexes have rece~ed to new lows , an~ r eports have 
begun to appear 1ndlcnt1ng a retarding etr ect ot ~uropean devel­
op ments on bualnees. Aot lvl ty ln t h e British textile markets, 
tor exampl e, has alowed down abr uptly due to the r ise 1n t he 
dol lar and the uneasy 1nternat1onal s ltu.atlon . 

Th~ close relatloneblp between the oooood1ty trend ln thle 
count r y and r ecent lntprnat to nal development& a.a r etleote4 in 
foreign exchange ra tes m~y be seen by cocoaring the Dow-Jone~ 
commodity futures ind ex, which is quickly r esponsive to changes 
in r:arket eond1t1one, •1 tb the t r end or stP.rllng exchange . (See 
Ohnrt 2 ). A dealt ne l n sterling affect s orloP.e 1n t wo ways, 
(l ) as an indicat i on of further •eakness ln the 1ntern~t1onal 
&I tuat1on, M~ ( 2 ) through I to effect l n redu~lng the purchos1ng 
nower or the coun t r ies of the sterl i ng area tor oroduote rroo 
thle count ry, whi l e maki ng it easi er tor them to under sel l us l n 
the extJort ~ket . 

As shown 1n Chart 2, the 1ntluence or recent events on 
sterling exchange and on commodi ty pt'lc ee can be t rAced almoet 
day by day . Sterl i ng start ed to weaken and ~rices began to turn 
down t r ona their previous r ising t r end around l!tlrch l, •hen the 
c~lttcal eltuat ton between Aus tria and Germany began to appear 
in t ho newe. I t wsa on thi s dat ~ that Germany at~ted ita 1nt~n ­
t1 on to or oteet the mllllone or Germane i n Aua t rta and 
Ctcchoal ovftkl& by force if necessary. On the following day 
Oreat Br itain announced an ex~ana1 on or 1ta d~tenee budget t o 
55 percent above t hA t or the or evioua year, whi ch brought heavy 
pressure on at~ltng and a decline i n commodity prices . The 
i nvasion or Austria occurred on Yarch 11, preoipltat1ng a general 
weAkening or European currencies and a gener al decline in prices 
in the futures markets . 

The lmportanoe or the rorel gn s ituat i on in the commodity 
price picture la shown by the t act t hat this in fluence 1e being 
atr eased by comps.niee engaged in international trade. The fol­
lowing quotation troc the U&rch 24th market let ter or Volkart 
Brotber a, an 1nter nat1onal ootton company with headquarters in 
Sw1tterland, explains thla clearly: 
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'The devaluation or the French rreno, followed by the sham 
devaluat i on or t he Bra~ilian mi lreis, and ~ore ree@ntly, the 
devaluat ion or the ~exican oeao, have all contributed to the un­
set tling or world markets and the low~rir~ or world ooe%od1ty 
prices in terms or dollars. Th@ announee~ent that Great Bri t ain 
woul d incr~ase her armament orogrem caused t he oound a tPrling t o 
decl ine in r elation to the dollar, end there are many i nterna­
tional economic students or the opinion t hat the oound wi l l 
decline further . Whil~ the Jananeee yen is a controlled ourr~n­
cy, it i s et the same time tied to the oound s te r l i ng, and should 
the oound decl ine further, it would mean that practically all or 
the major t r ading curr e ncies would be in a r elative , or lower , 
relationship to the dollar than existed in 1931/32, unleas pr e­
ventat ivP measures are adopted . Th~ devalua t ion or decline or 
any currency tends to lessen the purchasing cower or the r nen•c­
tive country, and whether tha t country be Uexlco or Great Britain, 
ita err ect is r~giat•red directly or i ndirectly i n American 
cotton oricea .• 

During the current week, the t rPnd or i nternational devel ­
opments baa con t inued in a di r ect i on unfavorable to our busi ness 
outlook. Political events in Czechoslovakia have beAn dis t urbing, 
with the unity or t he governoent t hreatened by increasing a t rengt h 
ot the German minority, and bonOs or this country on European 
markets have broken sharply. The dollar has st r engthened i n 
rore i gn e xchange dealings deani te a br eak tn the New York stock 
market, which would nor mall y tend to weaken it. Cont i nued foreign 
buyi ng or our aeourt t i es throughou~ the week, and a further move­
=ent or caoi tal to th1a country, cont r ibuted to a strengthening 
or t he dollar. The seourlty buying and i nflow ot caoital appear 
unravorable both aa i ndicating the uncer t ainty prevallir~ abr oad 
ana as further unaettl ing the or1oe structure by causing a weak­
ening in for eign ourrenolea. 

Depending aa tt does on unpredictable pollttcal develo pments 
abroad, the orobabl e effect ot the changed torelgn ai t uat t on 
uoon our buaineaa outlook ia not auaoeptible to definite analysis. 
The t rend or commodity prices over th~ next several months should 
or ov1de an impor tant 1nd1cation or t he aer1ouenes s or t he i ntPr­
nat i onal situation as a factor in our buslneae altuation. 
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Paris Thio tElE·r•~ ~uat be 
cloocl ., pllrnpnrAa cd be-
fore l>tinl' c""'"'uni oatcd r Dated April 3 , 1938. 

Co oO>M< . (o) '~AJJ-../• / ~~ ... ,, ..•. ' '" , .•. 

Stcrcte.ry or State, 

Ylaahlngton. 

526, Apri l 3, 5 p .m. 
I 

STRICTLY C9l'o rns·~u.r. -oR T"E SECRE~ARY OF THE 

TREAS::rRY FRO'' COCIIRAli 

REfErEnce my 404, March 14, 10 p.m. 

I' 

At Blum' • requEst I called at hia home a t noon today 

whErE hE rEcEived me alone . HE told me that hE was mind-

ful of the kind mEssagE which Secretary Norgenthau had 

sent to him throueh me . ConsEquently he now desirEd to 

rEciprocate to some Extent by letting tht SEcretary of 

thE TrEasury know in strict confidence his financial 

proposals which arc now bting printed, which will be 

studiEd by tht Cabinet on !.!onday, submitted t o thE 

Financial Co~~ittcc of the Chamber Monday evEning and 

prEsuma~ly debAitd in the Chamber or DEputi Es on Tuesday 

atttrnoon. 

ThE Prime Minister said his plana do not include 

CJ<changE control . tlrvErthEl ESS thcr t will be c Ertain 

provisions 
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#526, April 3, 5 p. m., from Paris 

provisi ons in that dirEction . Firat , thErE will b E 

ExactEd a cErtai n amount of voluntary sElf- disciplin E 

in forEign ExchangE mattErs . SEcondly, Bank of FrancE 

will ExErcisE a str ict watch ovEr thE transactions of 

privatE banks • 

Blum i ns i stEd that FrancE cannot lrt hEr gold stock 

dEclinE furthEr or lEt thE franc dEprEciat E indEfinitEly 

without inttrposing firm rEsistancE through thE stabil­

i zation f und . HE said that his plans will i nvolvE 

inflati on. UnlEss mEasurEs arE t akEn to brtak thE vicious 

circuit this crEation of n Ew mEans of paymEnt is likEl y 

to r Esult, as during thE past t wo or thrE E yEar s , in n Ew 

francs going into gold or for Eign ExchangE. Cons EqUEntly 

thE two chEcks abovE mEntionEd will bE appliEd. Should 

thEy provE inEffEc t ivE thEn g Enui nE ExchangE control would 

bE thE n ECESSary n Ext stEp. 

Blum said that h E would not ava i l hims Elf of 

SEcrEtary MorgEnthau 1 s much apprEci atEd i ni t i ativ E. His 

pr EsEnt plan dOES not involvE ExchangE control and h E is 

abiding strictly by thE t Erms of t hE Tripartit E AgrE Em Ent. 

WILSON 
KLP 



CONFIDENTIAL 
PARAPDAI& OF T&l..aAII RIOilVIUI f \ 

rllOII 1 ... n..a ... IIJ', P&l'h, FI'&DII 

DATil AJI'll I, 1tlll, .... 

IO.a IM 

RIIU 

llltlllti e :::•:•••· 

R eal CXIOIIRAJ, FOa TD tiGR&'l'ARY OF '1'111 TUAIURT, 

I refer to ,_ te1..-l 11 . 191 f Aprll 4 , Moo , 

aD4 lo, 301 If 4pl'l1 4, I p.o . 

A\ 111 41 \b.h IIOI'JiliiC 1 wa I l'lllhH bJ PI'LH 1118-

hter n - a 1oa• 1D ll h b.aae. 

I \o14 )llo , 11 .. \hit 1101'1\&I'J llo l'~entbl.ll 11&.4 1-

ltNitH • •, lD Yln of oertala I'M~en4atlon• c oo\&1 Did 

1D till DW flMoelal p1UI of \ h i ll'renob. GoY•rna•t, to 

oakl •••U•-1• to b.1a M1 41\atla of the olt lll41 lliM 

-, •r Ge9n••t la ... ..,liLac tnn-.etleu la f oretp 

1nb.aqe, I np1alaM to \111 " l'la e l loh\11' that \be 

·-·-~ If \111 TI'IIRI'J ._. t b.oupt tllot at \b.h UOI 

-ll •tnlal atpt M .t pal'tlnlal' la\11' .. , t o llh •liiP-"•· 

I allliM tile Pl'l• lllalltll' te ooall411' ov offll' of 

111l1taa11 ,... .. trea - ... el!rpll'teale •• .,ldiDc e of 

\Ill.._,_ CIWinaiDttl -tta.U. 41ftl'l fll' Olell 01-

.,..UID oltll 1111 ..... IDtJ la &MltlN I \114 b.ta 

nat I •• .-. laetl'llltliDI a ll4 owl4 be 1-ldlatllr 

uana-.le w Uillllll ot. • Ill• etaff ur 4etalll et tile ....... 
·coNFIDENTIA-L 



..... ~ 

- a -

olautoaa a e\bocle wbloll •r aeed c le&rlq 11p . 

Mr . 11• \old .. nat t bh &ften"a be •• \o &ppe&r 

before \ be Ollallbel' ull be •e e11re \bat \ hh 'OM)' •IMlld 

p&ee ble pro.,aa1 •11elaa the •••" - • • he pu\ lt - wo~• 

\beD be 11p \ o 'h• s ... \e, 

EIID 810!101 011. 

wn.teJ. 

u .unr 

0 3 v J) 0 3 ,) 



-.. 
-

10.1 1M , ... \lea fWD ) 

ftiOMI "-"'1- •~~~ae.,, Parle 

D'!ll Api'U I, ltM 

flue )M le n111 e~ \lla' b1a CllrY&i •• , Will .. 

to"a4 w\ "' \M ._._ • ..U ftn .... , •••a w. .. 

., ............... , ... - ...... ., ... ,.., Ula' " 

.-11. llan .... \he .._,. wall happ1 .. lt \bl lllU lllaf. 

'-• n JJirM 1a ~"•• or 1a ~ ClbaalluP at IIWJ*t.l•• 

liJ ~ lla41al Soelalle\u. the Ulla\u wU1 llu -nba~ 

SWDWJ'al .... ,. \he olNuae~o .. , aa4 .ll~~a eu~U4 \ba\ u. 
.Ul w\ M aMWIIU'7 fop hla \ o so la\u \Mhlll-.1 diMUa 

aab u \Mea laYolYW4 1a apa..,lelw ef •n~~u~«• uan .. o­

u.... .. .....,.toru rutll&ra" \o .. \M el~U"ae\e of llllP 

--· wblub I ... SlYW hla. •• lat ........ \hi\ lf 

hle o.tw=•' aftlYM, lie e~ .. 1111. \Me a4YU\I&a 

af \M atftJ' ... llf .. ......., IIWI'aUt.Ma ...i -'-d PUif&eft 

.. \a IUillwll hle anla\aa\e wt.Ul all \M \MIIal-.1 lato~ 

wUoa ...-labs \o - ; ul-•. 
a.. ......... - .. _., \a ..... ..., ..... ll\haa 

hlu tulpaft a,~prnl•'~ et \M ••••...,.'• tlaP\hu ottur 

et uulll\aaea. •• ft?\ue ._, - MM\aa\ leral\7 u4 

kl .... WU ....... hla lllaf. pwlMlf MWM hla. Au 7 PW.al,, 

lie a... $lYW Hl'l- a&d..,.,~ \a 1aela4laa 1a hlu program 

• 



... 
• .. ...,.. ~·••• ,...,.. \1M snU•••' ot \lie -. toMs • 

.. • u \ba\ ... w.lt ........ - lt ..... -- .... 

YJ.MM \M\ \U Meft- ... ~1? 2 I 14 MY? taYON~ 

.... ~. ... ao!l a oW. ... 11 1M bat ba4 a H\\er ebsaoo 

ot woooM''II wl\!l ld.s a•oal pr VM· Ia NPl*'PP \o 

a • s.er ,._ .. \ala\ ld.s pr &PW .. u~ ql&l\o a 

-..pNit•slYO .... M I ;HM la #''IIIJ \M' 1\ Nal~ 

-· -..o-... 1 u.aa•. 
CDD or ....... , 

OJVI):ll I 

••• >O VP •••JOT 



TREASURY DEPARTMEN T 

WASHINGTON 

April 12, 1938 

TO THE SECRETARY: 

In aubmitting this memorandum on tbe eatimated financial 

requirements for the twelve months beginning Jul y 1, 1938 and 

ending June 30, 1939, I have made the following assumpti ons: 

1, That the business r ecession will cauee a r eduction in 

r evenue of at least $842, 000, 000 below the es t imates contained in 

t he 1939 budget (Federal Reeerve Board i ndex of 80) : 

2. That for the eame reason it will be necessary to in-

crease r ecovery and relief expendituree by $1,390,000,000, to a 

total of $2,528,000 , 000; 

3. That other expenditure& wi l l have to be increased because 

of the paaaage of tho CCC bil l, the ~arm bill , National Defense Bill, 

etc. , aggregating $212,000, 000; 

4. That (according to Ur. James Roosevelt) the President 
'I• 

contemplate& e&king Congreaa to appropriate a further $190,000,000 
IIXl ~ ?t tl,,... I . 

for roads and a further $150,000,000 for flood control , end to re-

open P, W. A. , or authorize some similar organization to make grente , 

in the addi tional sum of $450,000,000, or a total of 

for theae purpoaea: 

$?90 , 000,000 

h4o 

5. That the total eatimated revenue for the fiacel year 

1939 on the basia of the Federal Reaerve b~ainees index of 80, will 



- a -

emount to $5,077,000,000, end that the total expendHuret, 

includinc tho extraordin&rT expenditure& aet out above nnd not 

included in the budget, will ..,ount to $9,261,000, 000, leaving 

a net deficit of $4,184,000,000, en increaae over the bud£et 

eat1mate of $3,234,000,0001 

6, That the latest estimated depoalta In the Uhemplorment 

fruat Fund !or the fiscal year 1939 will amount to $791,000,000 

and that tho eati.aated withdrawalo will uount to $391,000,000, 

leaYing $400,000,000 aT&ilable with ~ich to help finance tho above­

mentioned deficit, fo thia ohould be added the other apecial in­

vestments ouch ae Old Age Reserv~, etc., acgregating $600,000,000; 

7. fhot our working balances during thia period will range 

between 700 and 900 million dollaro; 

8. That there will be no fUrther aale of public debt obll.­

cntiona !or the purpooe of purchaoinc cold !or deposit in the in­

active cold tund, end that inactive and free cold aaountinc to 

$1,392, 000, 000 will be uaed to finance the deficit; and 

9 . That the financial r equirementa or tho Commodity Credit 

Corporation eatimated at $250,000,000, the Reconatruction Finance 

Corporation eatlaated at $1,000,000,000, and U. s. l!ouain4 .A.uthor­

ity eati.aated at $200,000,000, will be aet through the aale of t heir 

own obligationa in the market and the TTeaaury relieved of oupplying 

these three or~iaatione wi th caeh. 
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Baaed on theae &IIUIIptiona there 1o aet out below a atate-

aent abowiJ\c the total eatill&ted GoTernment financinc which will 

be requi red for the fiacal year 1939 and aleo the propoaed methode 

of meet1nc the .. fi nancial requireaenta. 

Total Tr eaaury Financing: 
Net deficit • • • • 
Waturing ?reaaury notea • 
llaturinc ..,ecial Treaaury 

billa (4 timea $250W) • 
llatur1J16 recular 't'reasury 

billa (4 timea $1 , 560W) 

Total • 

llet.hod o! J'inancing: 
Retundins -

Troaeury no t n 
Treaaury billa 

(exchangea) • 
(replacOl!lenta) 

Caah requlr@88nta • •.••• • . 

$4,184,000 , 000 
3,26!!,000,000 

1 , 000,000, OCX) 

6,200, 000,000 

. . . . . . . . . 

$3,100, 000 , 000 
7 ,200,000,000 

. . . . . . . . . 
Uneaployaen t Truat FUnd (net) 
Old A&e Eeaerve, etc. (net) 
U. S. SaTing• honda • 

• $ 400. 000. 000 
600,000, 000 
400. 000. 000 

• 
• 

Gold depoai ta • •••••• 1,392,000, 000 

llarket caah operationa . • . . • . . . • 
Additional eatimatad guaranteed 

oblicationa to be aold: 
l!econatruction 1'1nance Corp •• $1,000,000,000 
Co•odity Credit Corporation. 2!!0. 000. 000 
u. s. Houaing ~uthorit7 • • • • 200, 000, 000 

Total market operationa (direct and 
guaranteed) ••••• • . . . . . • 

$ 14,649,000,000 

10,300.000,000 

4,349,000,000 

2,792,000,000 

$ 1 , !:67 ,000, 000 

1 ,460,000,000 

$ 3,007,000,000 

~~ In addition to the foreco1ng financing, there are out­
atandin& guaranteed obligation• which mature durinc the fiacal 
year 1939 and which will baTe to be r etunded, in tba ~eg&te 

-·~' " ..... , ..... ooo.ooo, ~ 



ROI.CII 8UJX;ET ESTIIIATES, FISCAL YEAR 19n 

l 1 
(In aU.llona ot dollare) 

lletiaated ill 19.3'3 n.v1sed utiaatee Inereaee 
Bud.<! at 

Exnenditu.ren-
Depo.rtllentll $1, 324 t l , 324 --
Public ~orlt.._ 

RJ.sbwaya tlOO t290 
R1 vora and Harbors 6o 6o 
Plood Control 63 213 

All other _.l§l 1.04 ....w. 741. t3.t.O 

11at1onal O.!anae 989 1.040 51 

•'&rio . AdJ . Progru 586 636 so 
Ci~111an Cons. Corpa 230 280L.- 1-60 
Social Sec uri t,y 338 35<> 12 

Int. on the Public Debt 976 1,000 24 
Rovol ving funds (in-

c110iin& grante) l42 592 !,SO 

Tr&natora to trust accts 667 667 --
Supp1eaentll 75 100 25 

Recovery and relief-
torks Pr osreaa Ad.. 925 2, 200 v 
,..,.. Security Ad.. &5v 200"' 
All other .J.6l! 1 , 138 121 2,528 1,390 

-
Total expaodi turea 6,869 9, 261 2, 392 

Revenueo ~ .~12 ..hS!O.. (a)~ 

lit;!. detj.g~;!. 950 4,184 3 , 234 

{a) Decrease 

Above rerlaed r evenue eatiAata is baaed on l'ederal Raaorve Board 

busilleaa index or eo. rr thia 1Ddex declines to 75 the eaU...te or revenue 

will be about $41881 llll.llion, and the net deficit will be t41J80 aillion. 

I! th11 iDCiex inc~aea to 85 , tho revenue eatillata will be $5,233 llll.Uion, 

aDd the net detioit 4 ,023 a1ll1on. 
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Groaa publi c debt Uarch 31, 1938 •• 

latimated increase to June 30, 1938 

Eatimated incroaae fiocal rear 1939 
to finance deficit (lell sold 
4epoa1ta) ••• .•.•.•••• 

. . $ 150 li 

• • __,2"--!.?_,9 2"----

!atimatod &rosa public debt Juno 30, 1939 

$ 3?,556 li 

2 ,942 

$ 40,498 li 

Guaranteed debt Jonuarr 31, 1939 •••• • •••• , • $ 4,?06 li 

!atimated inereaae br Juno 30, 1939: 

Reconatruction Finance Corp. $1,000 li 

Commodity Credit Corporation 250 

U. S, Houaing Author itr , , 200 1,4!50 

Jet!mated guaranteed debt June 30, 1939 . . . . . . . $ 6 , 1~6 li 

April 12, 1938 



~~p(· • I, 

r TH( $ECR£TARV OF THE TREASURY I .; . 
WAIHONOTON ~tVt 

April 21 , 1938 

.My dea.r !Jr . President: 

I am i nclosing herewith a 

report on current United States t r ade 

with J apan and China for the month of 

lolarch, 19.38 . 

Faithfully , 

The President , 

The Whit e House . 

&!closure. 



/ TREASURY DEPARTMENT 

ltfTtfll: O I'"Y1C a C.ONMUNICATtON 

OATO April 21 , 193!1 

•o Secretary Morgenthnu ;.,, '-
•• o.. llr. Ralls I '&.I• lo. II. 

1 
SubJect: Current Trade wlth Japan and China , March 193g 

A. United Stll,eB t r ade wlth Japan increased markedly 1n March. 

B. 
in 

I. Export s to Japan were 22 percent greater in llarch than 
1n February and 12 percent greater than 1n January 1938. 
They were, however, 22 percent less than export s in llarch 
1937· United States exports to Japan usually show a sea-
sonal increase during the month of Uarch. 

a . Exports of i ron and steel manufactures accounted 
for 50 percent or t he i ncr ease and petrol eum product s 
for 33 percent . Exports of iron and steel scrap amounted 
to 82,48J,6g5 or 51 percent of t he total i ron and steel 
exports. 

b. Raw cotton exports decreased 1 percent as compared 
with Februar y 1938 ond were 53 percent less than March 
1937· 

c. Exports of aircraft and parts amounted to $525 , 000 , 
115 percent more than in February 193g, 

II. Im?orts from Japan were 14 oercent greater in Uarch 
than i n February 1938 but were 44 percent less than in 
March 1937· 

a. Imports of r aw s i lk increased 19 percent i n March 
as compared vr1th February 193!L They were, however , 7 percent l ess than the monthly average for the past 
six months and were 11 percent less than 1n Uarch 1937· 
b. Imports of cotton manufactur es decr eased 43 percent 
i n March as compared with February 1938. 

States t rade wit h China showed even reater increases 
than our trade with a an. 

I. United States exports to Chi na and llanchurla increased 
41 percent during the month of Uaroh 1938 as compared with 
February 193g, Expor ts to Nort h China and Manchuria in­
cr eased 36 percent, and exports to South Chi na, Shanghai 
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and Hong Kong i ncreased 44 percent . Exports to South 
China, Shanghai and Hong Kong were approx i mately 
61 percent gre»ter i n value than those to North China 
and Manchuria . 

II. Imports from China and !.!anchut· la increased 2) per­
cent during the month of Uaroh 1938 as compared with 
February 1938. Imports from Nort h Chinn and HanchurlA 
show a decrease of 2 percent and those from South China, 
Shanghai and Hong Kong increased )2 percent. I mports 
f roro North China a ccounted for 21 percent of the total 
import s from Chi na i n !larch as compared wlth 27 percent 
ln February 1938, while imports from South China accounted 
tor 79 pe rcent in !.!arch 1938 and 7) percent in February 
1938. 

Statist los 

A. Current trade with J anan 

I . Un ited States exnorts to J~tuan - total value 

March 
February 
January 

December 
November 
October 

~ 

$23, 4~9 ,000 
19, 2 6 , 000 
20, 9Sl , OOO 

!.!ill 
$16,532,000 
18, 133 , 000 
20 ,129 , 000 

l9li 

$24,971,000 
2 ' 7~,000 
22 , 36 ,000 

1.2.Th 
$16 , 433,000 
24,100, 000 
26,668,000 
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II. Uni ted States exnorta to Japan by commodities 

Coamod1ties show- !.liU'ch February January 
1ng lnorea .. es l'l3~ 193~ 193~ 

Iron and steel 
scrap 2 , 4a~,OOO S 1,65S,OOO a 53~.000 

Iron and steel 
semi-manufnotures 1 ,157,000 5~6,ooo y 

Other iron and steel 
and manufsotures 1,26~.000 553 ,000 1.~~9.000 

Petroleum and orod-
ucts ~ . 356,000 3.00~.000 5.o~6.ooo 

Industrial m c~inery 2,9,9,000 2, 6o9 ,000 2,~53,000 
Paoer base stocks g 0,000 ~22,000 1>92 , oon 
Aircraft and parts 525 ,000 2~,000 2/ 
Fertillters and fer-

til1ter materials 437, 000 362,000 21+,000 
Ferro-alloys 321,000 24,000 nll 
Coal-tar products 301,000 23,000 69,000 
Lead and manufactures 225,000 70,000 n11 
Rosin 57,000 10,000 11,000 

Com~odities show-
ing deorellBes 

Cotton, unm<lnu-
5,565,000 factured 5,5M,OOO 5.~17,000 

Copper and manu-
1,367,000 factures 1,178,000 1,553,000 

Automobiles , piU'tS 
and accessories 715,000 1,337,000 g/ 

Hldes and skins, 
221+,000 226,000 raw 22,000 

Electrical mnohinery 
36,000 and anrnu'atus 5~.000 252,000 

Tobacco and manu-
factures 1,000 290 ,000 nil 

Total ~22,64~,000-97~ $1!,43g,ooo-96< 15,512,000-S!I~ 

All other 515,000- 3' 525 ,000- ~( 2 , ~2 , 00Q-l2~ 

Grand total t23 ,~5q,ooo 819,266,000 ~20,951,000 

Included 1n •other iron and steel and manufactures•. 
Not shown separately in January 1938. 
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I I I . Uni t ed States imports from Japan - total value 

llarch 
February 
J anuary 

December 
November 
Octobe r 

~ 

• 9 . 911<>. 000 
8, 723, 000 

11 , 342, 000 

!2.ll 
$11, 839, 000 

17, 190, 000 
15, 420, 000 

!2.ll 
$17, 66o, ooo 

15,)52, 000 
17, 683, 000 

~ 
$16 , 4~, 000 

15, 3 , 000 
15, 930, 000 

IV . United States i mport s f r om J apan by commodi t i es 

Co~odlti es show­
ing increases 

Silk, un~anufactured 

Silk manufactures 
Pyre thru1n f l ower s 

March 
1938 

$6, 219, 000 

February 
19 35 

January 
19 3!! 

Ha ts a nd hat materials 
Furs and manufactures 
Fish a nd fi sh prod-

274,000 
229, 000 
228, 000 
228, 000 

$5, 225, 000 
198,000 
117, 000 
196, 000 

79, 000 

141,000 

2],000 
102,000 
54, 000 

• 5,947,000 
323,000 
295, 000 
115, 000 

19, 000 

ucts , edi ble 
Flab scrap and f i sh 

meal 
Tea 
Camphor 
Paper and paper 

manufactures 

Commoditi e s show­
i ng dec reases 

Cotton manufac tures 
Vege t able foods, 

otbt r tbe.n tea 
Ohlna and porce l a i n 

ware 
llenthol 
Perilla o il 

Total 

.Ul ot her 

Gr and total 

202 , 000 

15}, 000 
108, 000 
97, 000 

80,000 

316, 000 

175,000 

66,000 

550 , 000 

212, 000 

192, 000 

80,000 
185,000 

60,000 

174,000 

7}8, 000 

298, 000 

172 ,000 189, 000 271,000 
108, 000 132, 000 148, 000 

5, 000 149, 000 14}, 000 

18, 59 7 , 000-S~ 17, 4}7, 000-85~ $ 8,98!, 000-7~ 

1,34} , 000-1~ 1 ,286 , 000-15~ 2,354, 000-21~ 

19. 91io, ooo t8, 723, 000 $11, 342, ooo 
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B. Current trnde wlth Chin~ 

I. United States exnorts to China - total value 

~ illi 
J.!arch 88, !90,000 $6,4t.J,OOO 
February 6 , 07,000 ~ · ~62,000 
January 7.992,000 • 2),000 

.!ill ill2 
Deceaber 88,125,000 ·~·430,000 
Noveober 9,973,000 ,0)5,000 
October 7,152,000 5,421 ,000 

II. United State& ex~orts to Chinn by coomoditles 

( a) To North China and J.!nnohurl a: 

Automobiles, parte and accessories 
Iron and steel CAnuract ures 
Cot ton, unonnuractured 
Petroleum and products 
Industrial machinery 
Tobacco and m!l!lufpctures 
Wood and manufactures 

Total 
All other 
Grand total 

J.!o.rch 1938 

Gl, 264,ooo 
502,000 
339,000 
2U,OOO 
270,000 
209,000 
lJZ,OOO 

$),009,000 
281.000 

$),290,000 

F'ebruary 193g 

$ 275,000 
648,000 
545,000 
275 ,000 
117,000 
53,000 
~l.ooo 

Sl,9 4,000 
4t1 ' 000 

82 , 4 ,000 

(b) To Shtlngha1 , South Chinn And Hong Kong: 

Tobacco m~nuractures 
Automobilee, porta and acceaeoriea 
Electrical oachlnery 
F'irearos and amcunition 
Iron and steel manufact ures 
Copper and m~nuractures 
Aircraft and parts 
Cotton, unmanufactured 
Vegetable roods, edible 
Industrial machinery 
Ginseng 
Paper and manufactures 
Petroleum and products 

Total 
All other 
Grand total 

u~rch 1933 February 1938 

$1, 000,000 $ 4)0,000 
65),000 571,000 
5&>,000 79,000 
392,000 )1!4,000 
:no,OOO lU,OOO 
)00,000 269,000 
242,000 417,000 
2)8,000 111,000 
208 ,000 142,000 
10) , 000 72,000 
102,000 145,000 
102,000 25,000 

8 18~,000 
t -82~ 83,61 ,ooo-8~ 

-18~ 6~3 · 000-18~ 
t5,JOO,OOO $),6 ,000 . 
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I I I . United Stnteq lmoorts from Chinn - total value 

!larch 
February 
January 

December 
November 
October 

~ 

$4- , ~07 , 000 
a· 62 , 000 

,470, 000 

lill 
$~ , 697 , 000 

, 762 , 000 
6, 914, 000 

lill 
$14, 10a, ooo 
ll ,SO , 000 
6,SS2 , 000 

lil§ 

$ ~ , 4-4-2 , 000 
, 669 , 000 

5 , 49S, OOO 

IV. United States i mport s from China bv commodities 

(a) From North Chi nn and Manchuria : 

Bristles 
Fur s a nd manufact ures 
Perill a oll 
Vegetable p r oduct s , edible 
Non- metall i c minerals and 

nroducts 
· Total 

All other 
Grand total 

!.!arch 193S February 193S 

$ 

$ 

$ 

213 , 000 $ 
171,000 

91,000 
S3, 000 

56 .000 
614,ooo- 64% $ 
34-1 ,000-36% 
955, 000 $ 

21e , ooo 
56,000 

1S2 , 000 
22 ,000 

6 , 000 
454, 000-49% 
494,000- 51% 
97B ,ooo 

(b ) Fr om Shanghai , Sout h China and Hong Kong : 

Tung (wood) oll 
Flax, hemp and r amie 

and manufactures 
Ti n or e , bars , blocks , 

pigs, scrap eto. 
Hnts and hat materials 
Vegetable products, edibl e 
Cotton manufactures 
Bristles 
Fireworlts 
Silk, unmanufactured 

Total 
All other 
Grnnd totRl 

!.!arch 193S 

$1 , 707 , 000 

293,000 

February 193S 

$ 6S9 ,000 

231 ,000 

214,000 622, 000 
160,000 105, 000 
200,000 159 ,000 
151 ,000 101 ,000 
124,ooo 234-, ooo 
110 ,000 54-, 000 

7S , OOO 21 ,000 
$3, 037 ,000- S6% $2 , 216 , 000-S3~ 

515 ,000-14% 46S ,000-17% 
G3 .552 ,ooo $2 ,654,ooo 



" ~HL..:i~;,U.TAFIV OF' THE TREASURY 

~ ' ;;-::.."SH IHOTOH 

\ r r June 21 , 1938 . 

Uy dear Yr . President : 

I thought this report on 

business conditions Q1 George Baas 

was particularly interesting and 

quite cheerful. 

The President, 

Hyde Park, !few York. 

-~----



TO 

TREAS UfiiiY DEPARTMENT 

IHTI." CWI'lC& COMMUNICATION 

Beoretarr ~!~thau 

llr. Haas r{:ZH 

P~•• June 20, 19JS 

SubJect: The Busineu Situation, week ending June 18 

Conclusions 

The continued riee in oo~odity prices over nearlr three 
weeks has been accompanied by an ~turn in new orders tor steel 
and other products, and b7 other eT1denoea or an improvement in 
bue1neaa sentiment, The almost univer sal reeling a f ew weeks 
ago that business would continue to decline until late summer 
has been modified b7 developments which have some appearance or 
indicating a turn. Among the::~ are the following: 

(1) Automobile sales reoentlr have been better 
than previouslr eli;J)ected, and production has been 
increased tor t he second successive week. 

( 2 ) The rate or steel operations has risen 
elightlr at a season when output would normallr be 
contracting , and a further increase ie suggested b7 
an upturn in new ordere. 

(J) Constructi on contract awarde have recently 
ehown a eharp i mprovement, 

(4) Cotton mill activity showed an inoreaae 
during )J(ay, when eeaeonal i ntluenoea would call tor 
a decline, and ~ !~roved further during earlr 
J une. 

(5) l'reil!)lt oar load1Age continue to riee, 
.. peciall7 in the more e1gn1f1oant a1ecellaneoue 
olaaaitioation, after reaching a low the latter part 
ot April, 

( 6) Some tendenor toward i i!J)rovement has 
appeared 1n certain area a. 

(7) The price atruoture 11 1aproT1ng. Benei­
ti n oomod1 t7 pr1o81 are r1a1.ng, w1 th iaproveaenta 
in the etatiat1oal poe1t1ona ot a nuaber or ooamod1-
t1ea, 'llhile eteel pri ces are weakening. 

- -
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New ordera improYe 

Probablr influenced bf the etrong upturn in conunoditr 
prices oYer the paat two weeke, new orders during the second 
week in June turned upward, according to our weighted index, 
to the highest leYel alnce the laet week or April . (Bee 
Chart 1 . ) Orders for steel, textilee, and electrical equip­
ment showed eubetantial 1ncreaeee. 

Steel actiYitl higher 

A 1-point iaproYBment in the rate or steel operations 
oYer the paet t wo weeks, While relatiYBll small (3.8 percent) 
appears significant eince (1) Steel operations are ueualll 
contracting at th1e season. (2) The upturn was apparentll 
unexpected in a&nl quarters, since ae recentll ae Wonday or 
this week the Journal of Commerce mentioned that ' Youngstown 
ie barelr holding to 1te r ate or 25 percent or capacity. 
The industry 1e ertdentlr working down to ita proYerbial low 
ot the year around Independence Dar when a pace ae low as 15 
percent would not be surprising,• (3) A further increase 
aeeme in prospect, Judging !rom the upturn in new ateel orders 
laet week to an equiT&lent of 37 percent or capacity. The 
Youngstown district ie scheduled to raise operations to 29 
percent next week , with a further upturn poss ible before the 
end or the week. Steel scrap prices haYe improYed. 

A reduction or $3.00 a ton on golT&ni&ed steel aheete, 
girtng ornoi&l recognition to pri ce ahadlng thet had been 
preY&lent for eome weeke, ie taken ln the trade as eYidenoe 
that bullng ie beginning to appear in euffioient YOlume to 
teet the prloe etruoture. A further teet or prioea le ex­
pected to ooae when the auta.ob1le oompanlee begin eeeklng 
quotation• on steel for their fall requirements. 

Some i~~~proYBment beginning to appear 

While certain factors in the present business eituation 
continue unfaYorable, these are, for the moat part, faotore 
wh1oh are well known, Which haYs been well adYertiaed, and 
probably pretty well diaoounted. 8oce nldence that they are 
becollllng well dieoounted appeara in the etabillty of indue­
trial production oYer the paet eeYer&l 110nthe . We han, 
therefore, thought it adYieable in t his etatement to lilt the 
factors which aar indicate a oo21ng upturn. 

Such indicatione h&Ye recently become more numerous. The 
increase ln new ordere in Ymrioue linea during the eeoond week 
in June, a tendency toward improYement in the oommodit7 price 
etruoture, and a contra-seaaonal riae in ateel operations, h&Ye 

- -



/ 
Seoretarr Korgenthau - 3 

alreadr been .. ntioned, Other faYOrable faotore, of greater 
or leee i.-portanoe, include the follow1J181 

(l) Automobile production thil week inoreaaed 
to 41,800 unite, the 1eoond auoo•••iTe inoreaee from 
the low output of 27,000 unite during the Memorial 
Dar nek, aa aalea in thla oountrr and abroad haTe 
bean maintained at a higher leTel than preTloualr 
expected. Production in Julr il now expected to be 
not muoh lower than in June. 

(2) Conetruotion contract &warda haTe reoentlr 
ehown a urlted upturn, partioularlr for publ1o worke, 
nonreeidential and public utilitr projeote, WS.th 
ree1dent1al oontraote rie1ng to approxiaatelr last 
rear ' • lenl. 

(3) Reports to the National Aaeooiat1on of Real 
Eetate Boards indicate that aalee of home aitee 
ready for build1J18 han been 1noreae1ng throughout 
the countrr dur1JI8 the paet two 110ntba, and are now 
equal to, or greater than, thoee of laat rear 1n the 
major1tr of cit1ee, 

(4} Production in Tarioua ooneumer goode indue­
tries h&a alreadr turned upward, 

(a) Cotton &ill aotiTltr, 'llhioh often riaee 
in adTanoe of the general bul1neu trend, ehond 
a oontra- eeaeonal 1noreaae during Kar, the rRB 
adjueted index rieing to 81 ae co~ared WS.th 77 
in April. The New York T1mee weekly index 1bowe 
a further inoreaee in cotton &ill aotiTitr in 
earlr June . 

(b) R111J18 trende in boot and ehoe produc­
tion, and in production of wool and 11llt goode, 
ben been under war for eenral aonthe . 

(o) Aotivitr in the paper industry expanded 
duriJ18 lla)', and hal been aa1nta1Aed to da:!J. 
apparentlr urlt1J18 a turn 1n the trend. u 
haTe held up well , and the innntarr po&1t1on 
bee iaprond. 

(5) Oarload1J181 haTe continued to riee (af,er 
eeaaonal adJu•t .. nt ) troa their low reached near the 
end of April. Loading• of llieoellaneous freight , 
which ie belieTed 110re 11gn1fiout •• an index of 
bua1neee, hat shown aoet noticeable 1aproTe .. nt • 

• -
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(6) Ae a ccmpcs1te measure or recent trends 1n 
several business aeries, the New York Times index 
for the week ended June 11 rose 1,5 points from ite 
low tor the year reached during the previous week, 
Contra-seasonal improYSment in steel and automobile 
output suggests a further upturn during the current 
week. 

· (7) An upturn in replacement buying or auto­
mobile tires has recently been reported, coincident 
with improved buying of steel and other products. 
Inventories of tires at the end of April were 20 
percent smaller than a year previous. 

(g) Increased prices for gasoline indicate 
that drastic production curtailment is proving effec­
tive in remedying weakness in the crude oil and 
gasoline aupply situations. 

(9) Industrial production has continued for 
many months below the level of demand, indicating 
that inventories have been steadily reduced. A rise 
of about 10 points in the FR8 index would be neces­
sary to adjust production to the current level of 
demand. 

(10) On the financial aide, recent successful 
flotations of large corporate security issues, a 
part of which hae represented new capital, provide 
a strong influence toward a revival of business 
confidence and an 1noreaae in industrial buying. 

Some regional improvement noted 

Business recovery may etart, ae in 1933, from some i m­
portant s trengthening influence in one section of the country 
and extend from there to other sections. Some evidence of 
regional improvement has appeared, though not extensive 
enough eo far to be oonolua1ve. 

In rea1dential construction (Chart 2) a marked upturn, 
in reaidential awards, as compared with last year, bae oc­
curred in the South Atlantic and Middle Atlantic States. In 
the Pacific district (for which total building permits are 
shown, einoe purely residential data are not available) im­
provement baa been under way since December. A well-aa1n­
ta1ned trend is shown in the Eaat South Central district. 

- ... 
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Evidence or well-maint ained or improving bus i ness in 
these sa.me regions is shown by department store sales. 
(Chart 3.) While the Federal Reserve districts tor whi ch 
these sales are reported do not ool no1de w1 th the census dis­
tri cts shown in the previous chart, it will be noted that in 
the districts covering the South and t he Pacific Coast, de­
partment st or e sales have been maintained above the national 
average . I n the Dallas and Atlanta districts an improvement 
in sales has occurred during May, whil e the nat ional average 
was deollnlng , 

The improved trends in the South appear to be due partl y 
t o well-maintained levels of farm income in the Eas t South 
Central and Wes t Sout h Central districts , a·s compared with 
the previous year, (See Chart 4. ) 

Sales by Sears Roebuck and Company, divided as between 
metropolitan and r ural areas, provide some basis for Jud81-ng 
whether an upturn i n sales in a given d i stri ct baa arisen 
chiefly trom industri al and commercial or trom agricultural 
sources. (Chart 5. ) I t will be noted that in Di strict 6, 
which includes States trom Texas north to Nebraska, sales 
have been best mai ntained i n t he metropolitan areas, whil e 
in Di strict g (lower Peolti o and Weatern States) the sales 
have been best in rural areas. 
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Ju.r.e 29 , 19~ 

"-1 dear atr. Pre11den~: 

I aa eendl ng you nere•l th a 
weekly review ot the bua1ne11 eltu­
Gtlon, prepared by George HMI· 
I wlah to draw your par ticular at­
tention to page 6, the paragraph 
headed •Heavy inventory aooumulat1on 
1n 1937 1 and the s.ooOIIlpanylns chArt 
Uo. t. 

'fhe Prea14ent, 

Hyde Park, New York. 



TREASU~Y DEPARTMENT 

l frf'T&It OI"PPCII C OWWUNICATION 

o••• June 27, 193g 

TO Secretar~nthau 

Ur. Haa~ .,.OM 

SubJect: The Bueiness Situation, week ending June 25, 193g 

Conclusions 

(1) 

The spectacular rise in stock prioea this week conf irms 
Yarious evidenoee of improY1ng buainese, and advertises to 
the countr y in a dramatic manner that the tide of business 
has turned. 

Together with the upturn in co=od1q prices whioh began 
several weeks ago, the stock market rise is also becoming an 
active factor in increasi ng buaineea activity. 

(a) It has forced bueineae sentiment into 
widespread optimism almost overnight. 

(b) It hae stl.lllulated induetrial bupng in 
numerous linea. 

(c) Rising price levels are tending to increase 
agricultural purchasing power, to inoreaee corpOrate 
earning. , and to eli!Un.ate the inventor)' e1tuation 
as a depressing factor . 

(2) 

Additional evidences ot underlying busi naaa 1mprcYemant 
have appeared this week: 

(a) Further adjuetaante have been made in the 
pr1oe etruoture, througb i ncreaeed pri oee of raw 
-teriall and reduced pr1oee of at eel products, 
automobile parte, and certain tara aach1nery. 

(b) Department store eales, adJusted, have 
increaeed to the h1gbeet l evel eince mi d-Apri l. 
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(c) !he ro~ Kotor 00QP&n7 hAl 1norested 
ou~~ut ~11 .. ,k to ~be blghee~ rate elnoe A~rll. 

(4) 9teel acr&? prlcea h&Yt rtaen aharply. 

(e) A eenaatloa&l upturn ln cotton texttle 
eale1 aupartntlT tore ehadowa a further lncreaae 1~ 
mill aou•ttr. 

(JJ 

'fwo major tactore .ooouQt tor the beg1nnlng ot a ~W"ft 

ln buettteee a t t h11 tl•e: 

(a) Inventortee, which throughout the reoee • 
alon hAve been an lndeteraln&te bearleh taotor, 
baYe a~parently been llqu\dated to & point Where 
1)ro4Uct\on O&n q-..W a4YUOI, (See 4\ICUII'lOn, 

po. 5-6.! 

(b) '!'he reoo•err J>rosraa 1a bogtnnlng to take 
erteot . The tnoreaee ln exoeaa bank reeervea hal 
atlmulated bond an~ etook pr loee , and aooo pr e­
l1•1nary errecta of the ependlng proar•• ~re al­
ready bolng felt. 

• • • • • • • • • • • 

!he etook aarkot upturn 

Tho ne~l1 vertlo.t r111 ln etook prloea tble eeek on 
hea•7 tr841ng "YOluae, o.oetna • ltb draaatto ei,tddenneae •tter 
a ftek 1n wblo.h the •olune bA4 4r1ed up to • ~•entJ-11&r low, 
l"ltleotl A pr.YtOUI 0Yir-41100Uft~1ng O f be&rllh faoto·re ln 

the current attuatton. One 11luatratlon ot ~hl• •ppeare4 ln 
the unJuetl tled bt l t et a tew wetke ago thftt 'be automobile 
oomponlee would oloee down o~~lttely during the eummer 1 and 
that ateel oper&tlone •1ght be reduced t o 15 paroent . &8 a 
oontequenoe, a b~a•y •ol~ ot 1n•eetaent buytng and ahort 
oo•tr1ng, ~cb bad been oo•t~ne4 awalt1Da the ·~ottd •~ 
:er elwrn, o~ lato the -rtt t " aoon &I bua.lne•• tho-.4 
alan• ot ~urnlns ~ 1nateed ot down. 

! utlneea eentlaent hae been deo14edlJ changed by ~ht 
rite 1n ttook ~rloet , partloularlr alnoe lt oonl l rmt ~he 
u-pturn 1n oo&'llod1t1 prloee Wbloh beg&n 1&i"l1 1n June. J\1-
port e tro~ •arioua aeot1onl ot the countrJ 8ent1on an 
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improved psychology among buyers elnoe the stook market up­
turn, This has been particularly true among buyers of raw 
materials. 

(1) In the copper market, the American Metal 
Market says that 1 There la no denying that the 
recent change in sentiment toward praot1oally all 
commodities and markets ls prortng to be a power­
ful propelling toroe in oopper, 1 

( 2) In the lead market the demand was said to 
be •too strong to be coped with freely'. 

(3) In zino, the •complete transiti on or the 
market from a atate or dormancy to one ot outstand­
ing activity and strength is even more remarkable 
than in lead1 • 

(~) Steel aorap prioea have been marked up 
three times this week under lnoraased demand. 

(5) A sensational expansion in ootton textile 
buying has occurred, extending to all types or 
goods and trom all classes ot buyers, including 
buyers of ootton goode tor industrial purposes. 

An important reason tor t he widespread change in senti­
ment ia that market writers , forced to explain the rising 
pr1oe trend, have brought out and advertised to the country 
at large the numeroua favorable factors in the business situ­
ation, and aubordinated the unfavorable onea Whioh they had 
previously bean emphasizing. 

In addition to serving as a measure of i mproving busi­
ness , the upturns in stock and commodity prices are taking 
an active part 1n bringing about such i~ovemant by (1) stim­
ulating industrial buying; (2) 1noreaeing purchasing power, 
particularly in agriculture; (3) incraae1ng corporate earnings 
through working toward higher production rates and increased 
valuat1one ot inventoriea; (~) rcducing the pressure to liqui­
date inventories, and t hereby tending to remove this factor as 
a beariab innuencs. 

rurther evidence or busineee improvement 

Additional f avorable business development& have appeared 
this week: 
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(l) Further substantial progress has been 
made 1n correcting pr1oe disparities through the 
upturn 1n r aw material pri ces, which has been com­
bined with reduct ions in prices or various !1n1shed 
or semi-finished products : 

(a) 

(b) 

(e) 

A general r eduction in steel prices ranging 
trom 6 to 10 percent at Pitt sburgh has been 
announced by the U. S. Steel Corporation, 
Greater reductions were made at Chicago and 
Bir mingham , thereby modifying baaing point 
ditterentlals. 

The Caterpillar Tractor Company has an­
nounced a reduction in prices on certain 
lines up to 23 percent , which will be tel­
lowed by other companies. 

Automobile narte companies are reported to 
have out prices up to 20 percent on some 
Items. 

(2) Department store sales have increased tor 
three successive weeks . For the week ending 
June 18, the seasonally adjusted sales index rose 
to 83, or 10 percent below last ~ear. This repre­
sents the highest act ual level and the smallest 
decrease below last year since mld-Aprll . 

(3) The Ford Motor Company this week increased 
production to the highest level since April. Al­
t hough other leading companies reduced production 
somewhat, the total output has held very steady !or 
three weeks, reflecting well-maintained sales levels . 

(4) The Bulok Company, whose retail sales dur­
ing the tlrst 10 days ot June were higher than in 
the s1allar period or May, hae begun to buy steel 
tor 1939 models. 

(5) An increase 1n steel operations t or the 
third eueoeesive week has been due not only to In­
creased orders, but also to the tact that stocks or 
t1n1ehed steel 1n the hande or eteel oompan1ee have 
been greatly depleted. 
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New orders 

Steel orders for l ast week, preceding the stock market 
rise, declined to an equivalent of 29 percent of capacity, 
as compared with the preVious figure of 37 percent . (See 
Ohart 1.) Steel orders are strongly influenced by the stock 
market trend, as the Chart indicates. The ordere figure to 
be received next week will reflect only in part this week ' s 
stock market upturn. 

It is uncertain, as yet , whether the moderate out in 
steel prices will lead to increased buying, but the fact that 
prices for steel scrap and other commodities are rising may 
well lead steel buyers to increase their purchases on the 
belief that no further reductions are 1n prospect. 

New orders fo.r products other than steel during the 
third week or June, not under the influence or the stock mar­
ket rise, were also somewhat lower , our index declining to 
41. 3 as compared with the preVious week's figure or 45.5. 
Textile sales since then have increased markedly, and, to­
gether with the stimulation to other orders that hae doubt­
lese been proVided by the stock market upturn, should bring 
an increase 1n the next weeltly index figure . Any marked 
improvement in orders would likely be reflected very quickly 
in inoreaeed industr ial activity. When unfilled or~ere are 
low, as at present, there is very little lag between new 
orders and producti on. ~ 

Inventories substantially reduced ~ 
Trade reports and various etatietios indicate that a 

substantial reduction in inventor ies has been an important 
taotor back or the recent tendency toward business improve­
ment. The actual size or oorporfttion inventories rema1ne 
1ndeter•1nate, but eet1matee 11'8 have made show that inventor­
lee have apparently been reduced sufficiently to allow 
business again to advance . 

In Ohart 2 we show (1) industrial production in dollar 
volume, compared with an estimated trend or consumption in 
dollar volume, (2) the indicated monthly additions to inven­
tories or reduction in i nventories, and {3) an estimate ot 
the cumulated change in inventories since the beginning of 
1935· 

It will be noted that production consistently exceeded 
consumption from early in 19}6 until October 1937 , reeulting 
in successive monthly add1tione to inventories. It wae not 
until November of l aet year that production dropped below 
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consumption, and li~uidation or the accumulated inventories 
began. The rate or li~uidation deolined somewhat in ~y, 

possibly indicating resistance to fur ther inventory reduc­
tion. 

Our estimate or accumulated inventories shown by t he 
lower curve on the chart indicates t hat by the end or }Jay 
193g t he total had been reduced to about t hat at t he begin­
ning or 1937. Inventories at that time were below normal in 
terms or prevailing business levels , as were the inventories 
during 1935· While changes in the distribut i on or inventories 
may attect the comparisons , the present inventories should not 

proTo burdonoooo, portlnulorly olnno rlolng prlooo ~rt: 
inventories into assets rather than liabilities. 

Heavy inventory accumulation in 1937 ~ 
The extent to which inventories were accumulated during 

the s ummer and t a ll or 1937 is shown in Chart ~· In this 
chart our esti~r.ate or total corporate inventor es is compared 
with the FRB production index and with our composite index or 
new orders, Production continued at a high rate tor some 
months atter new orders had sharply declined, partly to build 
up stocks in anticipation or labor troubles, and partly be­
cause or a widesuread belie! that new orders would imorove 
attar Labor Day.- - ~ 

~ The increase in commer9ial loans during JL937 was lar~ely 
/ tor the pMose ot carrling I nventories, -csee Chart 11-:}- Ttie 

~erliiten ncrease In comme~al loans in the summer or 1937 
wile generall y regarded at that time aa foreshadowing indue­
trial expansion and therefore oull1ah, Actulilly i t was a 
bearish !actor. Similarly, the reduction in commercial loans 
recently has been held as an indication or business contrac-
~ion, while actually it retleota a li~uidat ion or inventori~ 

~ Recovery program becoming ettective ~ 

A second maJor tactor in the improving business trend is 
the increasing influence or the recovery program, in both its 
monetary and its deficit- spending aspects, Tbe increase in 
exoeas reserves, first affecting Government bond prices and 
strengthening the market tor new corporate iesues1 has in­
creased the demand t or high- grade stocks , and dountless 
helped t o bring about a riee in the s tock market somewhat 
earlier t han it might otherw18e have occurred. A oomparison 
ot the timing or the upturns in excess reserves, bond prices, 
stock prices and commodity prices is shown in Chart 5. 
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