





THE SECRETARY OF THE TREASURY
WASHINGTON

January &, 1938

My dear Mr. President:

I am transmitting herewith for
your information two memoranda: (1)
gome data pertinent to restriction of
Japanese trade and (2) the Vice Presi-
dent's proposal to reduce the number
of Federal taxes to five.

Faithfully yours,

The President,

The White House.



1 @% "
THE SECRETARY OF THE TREASURY ( .

WASBHINGTOMN

January 10, 1938

My dear Mr. President:

I am enclosing herewith
for your information a memorandum
dated January &, on, "Current
United States Trade with Japan and
China,."

Sincerely,

The President,
The White House,

Enclosure.




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

pare January &, 1938

Ta Seoretary Morgenthau

FRCM Mr. Haas

Subject: Current United States tfade with Japan and China
(Preliminary data)

Unlted 3tates trade with Japan during the first four weeks
of December 193],

(1) United States exports to Japan during the first four
weeks of December were considerably lower than during the
first four weeks of November and October of this year.

United States exports to Japan

First four weeks of
December 1937 November 1937 Qctober 1937

lst Week ¢ 1,704,000 ¢ 1,120,000 $ 1,727,000
2nd Week 5,305,000 L. 813,000 E,?u , 000
rd Week 2,394,000 4, 745,000 , 492,000
th Week 3,033,000 3,730,000 _6,763,000
Total 4 Weeks & 12,436,000 $14,468,000 §18,728,000

(2) United States lmports from Japan during the first four
weeks of December compared with the same weeks of Novenmber

and October of thls year decreased sharply, the decrease being
partlicularly severe in the last two weeks of December.

United States imports from Japan

First four weeks of
December 1937 November 1937 October 1937

lat Week sa,ig , 000 $ 3.233,090 $ 3,328,000
2nd Week 3,506,000 3,55 , 000 3,984,000
rd Week 2,672,000 333,000 E' 19,000
th Week 1,318,000 3,714,000 , 060,000
Total 4 Weeks $9,555,000 $14,9%0, 000 $14,791,000

The importe from Japan, in 1935 and 1936, did not decrease
during December of those years compared with previous months. 1In

December 1936, United States imports from Japan amounted to
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816,427,000 compared with 815,340,000 for November of that
Year; in December 1935, United States imports from Japan
amounted to $14,370,000 compared with $14,022,000 for the pre-
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 weeks of
December 1937 MNovember 1937 October 1937

Petroleum products $3,33%3,000 &4 451,000 $l4,216,000
Industrial machinery 982,000 1,383,000 1,345,000
Iron & steel semi-mfrs.&99,000 1,172,000 7.580,000
Vehlcles, parts &

accessories 710,000 840,000 634,000
Copper 681,000 1,570,000 1,401,000
Scrap iron & steel 479,000 56l,000 994,000
Serap brass & brass 304,000 550,000 418,000
Hides and skins 270,000 372,000 &£33%,000
Fertilizers 134,000 234,000 208,000
Coal tar products 102,000 1&1,000 255, 000
Ferro-alloys 51,000 356,000 279,000
Industrial chemicals 33,000 216,000 133,000
Pig iron Nil 201,000 887,000

The following items show large lnocreases in our exports
during the first four weeks of December as compared with our
exports of these ltems durlng the first four weeks of November
and Qctober of 1937:

First four weeks of
December 19%7 November 1937 October 1937

Cotton, raw 81,650,000 sézg,ﬂﬂﬂ & 941,000
Paper base stocks 1,389,000 940,000 1,106,000
Tobacco and manu-

factures 257,000 N1l 19,000

(4) The imports of raw silk decreased by more than §3,000,000
in the first four weeks of December compared with the first four
weeks of November 1937. Imports other than allk also declined
sharply during the first four weeks of December, compared with
previous months.

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

Raw silk 84,925,000 88,094,000 $8,021,000
Imports other than

raw silk 4.6%30,000 6,846,000 6,770,000
Total $3°B554000 §TRORO000  $TRTATi00%0
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The iteme imported from Japan showing increases in the
firet four weeks of December as compared with the first four
weeks of November 1937 were tea, chemlcale and related prod-
uete, metals and manufactures, flax, hemp and ramie manufactures,
and bristles. All the other significant items decreased in the
later period.

(5) Of the total of $12,436,000 of exports to Japan during the
firet four weeke of December 1937, the following items account
for almost all. The November 1937 figures are shown for compar-

lson.
Firet four weeke of

December 1937 November 1937

Petroleum products $3,333,000 $4, 451, 000
Raw cotton 1,650,000 673,000
Paper base stock 1,389,000 940,000
Industrial machinery 982,000 1,383,000
Iron sand steel semi-manufactures 899,000 1,172,000
Vehicles, parts and accessories 10,000 840,000
Copper &1,000 1,570,000
Serap iron end eteel ugg.aon 564,000
Berap brass and brass 304,000 550,000
Hides and skins 270,000 372,000
Tobacco and manufactures 257,000 Nil
Fertilizers 134,000 234,000
Wood, unmanufactured 118,000 94,000
Coal tar products 102,000 131,000
Pig lead 95,000 41,000
Edible vegetable products 59,000 19,000
Naval stores, gumse and reslns gﬁ,ﬁﬂﬂ 92,000
Chemical specialties , 000 17,000
Ferro-alloys 51,000 356,000
Industrial chemicals 33,000 216,000
All other 179,000 703,000

Total $12,436,000  $1k4, 468,000
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(6) Of the total of $9,555,000 of our importe from Japan
during the first four weeks of December 1937, the following
items account for almost all. The November 1937 figures are
shown for comparison.

First four weeks of
December 1937 November 1937

Raw silk sk,925,000 $8,095,000
Cotton manufactures 698,000 79,000
Tea ,000 33,000
Porcelain and chinaware EKE,GGG 308,000
Paper and manufactures 24g,000 260,000
Pyrethrum flowers 246,000 373,000
Fish 24k, 000 Epn,ﬂcc
811k manufactures 205,000 55,000
Chemicale and related products 191,000 a4 ,o000
Vegetable food products except tea 168,000 187,000
Metals and manufactures 155,000 139,000
Flax, hemp and ramie and manufactures 153,000 142,000
Earthenware 112,000 220,000
Wool and manufactures 106,000 183,000
Rayon and manufactures 104,000 205,000
Wood and manufactures 99,000 443, 000
Glass and glassware 92,000 129,000
BEristles 74,000 67,000
All other 1,015, 1,668,000

Total '91 555,5{]0 314,9#0, 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, the increase beling
in our exports to Shanghal, South China ports and Hong Kong.

United States exports to:

North China and Shanghal, South China

Manchuria and Hong Kong Total
lst 4 weeks of
December 1937 §2,417,000 84,523,000 #6,940,000
lst U4 weeks of
November 1937 2,656,000 3,067,000 5,723,000
Whole month of December 1936 $5, 255,000

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

United States imports from:

North China and Shanghal, South China

Manchuria and Hong Kong Total
let 4 weeks of
December 1937 $1,053,000 $3,683,000 84 736,000
1lst 4 weeks of
November 1937 1,845,000 3,917,000 5,762,000

Whole month of December 1936 85,365,000
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Leading export items to China:
(a)

(3)

Iron and steel seml-manufactures
Vehicles, parts and accessories
Fetroleum products

Tobacco and manufactures

Industrial machinery
Wood, unmanufactured
Raw cotton

All other

Total
(b)

Petroleum products

Vehicles, parts and accessorles
Iron and steel semi-manufactures
Tobacco and manufactures

Edible vegetable products

Printed matter

Firearms and ammunitlon
Paper manufactures

All other

Total

To North China and Manchuria

First four weeks of

December 1937

$1,429,000
439,000
198,000
96,000

3,000
59, 000
38,000

75,000
$2,417,000

November 1937

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

14,000
61,000
168,000

127,000
§2,656,000

To Shanghal, South China ports and Hong Kong

First four weeks of

December 1937 November 1637

§1,055,000
2?1,ona
06,000
596,000
271,000

109,000
92,nno
96,000

720,000

k4,523,000

& 208,000
231,000
521,000

399,000
201,000

133,000
121600
65,000

660,000

$3,067,000
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(4) Leading imports from China during the first four weeks of
December 1937.

{a) From North China and Manchuria

Firset four weeks of
December 1937 November 1937

Bristles § 398,000 8§ 787,000
Wool and manufactures 179,000 Lol coo
Leather 101,000 9&,000
Cotton manufactures £9,000 ET,OGO
Perilla oil ET,GGD ug,ﬂﬂﬂ
All other 249,000 346,000
Total 81,053,000 31,845,000

(b) From Shanghai, South China ports and Hong Kong

First four weeks of
December 1937 November 1937

Wood oil $§ 745,000 & 624,000
Tin 567,000 641,000
Flax, hemp and ramie 523,000 423,000
Brietles 262,000 13 ,000
Food products except tea 190,000 142,000
Wool and manufactures 175,000 139,000
Leather 168,000 106,000
Haw silk 141,000 k12,000
Cotton manufactures 106,000 100,000
Tungsten ore 8k, 000 48,000
Tea 4,000 ljg,ﬂﬂﬂ
All other 648,000 956,000

Total $3,683,000 $3,917,000




} THE SECAETARY OF THE TREASURY -
) WABMINOTOMN

Jenuary 15, 1938

My dear Mr. President:

I em enclosing herewith for your
information a memorandum dated Janusary 15,
on, "Current United States Trade with Japan

and China,®” for the month of December.

Faithfully,

#-I-!-'lli_ Becreta the Tre,

The President,

The Wnlte House.

Enclosure.



TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
oate January 1F
Ta Secretary Morgenthau

rROM Prenared by Mr. White
SubjJect! Current trade with Janan and China

A. United States trade with Japan during December 1937. 1/
(1) United States exoorts to Janan.
United Statas exnorts to Janan in December

1937 were 11 vpercent less than during November
1937, and annroximately the same as in December

1936.
1937 1936
Decenber 316,140,000 816,433 000
Novenber 18,133,000 2,100,000
October 20,129,000 26,668,000
Sentember 16,842,000 21,328,000
August 24,643 000 10,764,000
July 26,509,000 11,975,000

Excluding exports of raw cotton, our exports
to Janan in December 1937 were about 37,000,000
less than our exports during November 1937, and
were conslderably less than the average for the
last slx months.

United States exnorts to Janan, excluding raw

cotton!
1937 1936
December $14,232,000 $ 8,691,000
Novenber 17,336,000 9,335,000
October 18,558,000 9,787,000
Sentenber 15, 354,000 10,552,000
August Eﬁ,gag,ﬂﬂﬂ 9,201,000
July ,566,000 10,965,000

1/ Previous reports cover weekly figures only. This
= report ls for the whole month of December.
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(2) United States imnorts from Japan.

United States imnorts from Japan in December
1937 dropned sharply from the levels of the preceding
monthas, and were considerably under December 1934,

1937 1936
December €11,674,000 816,427,000
November 17,190,000 15, 340, 000
Oetober 15,420, 000 15,930,000
September 15,988, 000 15,012,000
August 14,297,000 16, akg, 000
July 16,482, 000 12,187,000

(3) Cotton exportas to Japan increased during December
1937, compared with the previous month, but were still
only a small portion of our usual exmorts of cotton to

J&‘_Daﬂ.
U. 8. exrorts of entton to Japan
December 1937 $1, 908,000
November 1937 797,000
October 1937 1,571,000
December 1936 7,753,000

(L) Exports of iron and ateel scran to Jaran continued
to deecline in December, comnared with previous months

in 1937,
1. 8. exports of iron and ateel
gerap to Japan
December 1937 8 UL79,000
November 1837 633,000
October 1937 1,148,000
Sentember 1937 1,402,000

Monthly average, Vay
to August 1937 5,600,000
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(5) The following export items show important
increases in our trade with Japan during December

,» compared with November 1937. The values of
these export commodities during December 1936 is
shown for comparison.

December November December

1937 1937 1936
Industrial machinery $2,540,000 $1,507,000 $1,005,000
Cotton 1,508,000 197,000 7,753,000
Paper base stocks 1,388,000 1,103,000 524,000
Tobaceco 257,000 140,000 274,000
Wood, unmanufactured 119,000 9k, 000 19,000
Lead 101,000 63,000 Nil

(6) The following export items show important
decreases in our trade with Japan during December
1337, compared with November 1937. The value of
these exports during December 1936 is shown for
comparison.

December November December

1937 1937 1936

Petroleum producte §$3,744,000 §5,706,000 §2,008,000
Iron and steel semi-

manufactures 1,385,000 1,622,000 ago,oco
Copper 964,000 2,433,000 2,000
Braas 304,000 723,000 34,000
Hides and skins 278,000 372,000 47,000
Fertilizers 134,000 262,000 108,000
Coal-tar products 128,000 206,000 75,000

(7) The decrease in our imports from Japan during
December affected all but a few of the major items
of import.

(a) The import iteme showing significant
increases in trade were:

Decembar November December
1937 1937 1936

Chemicals and related
products $214,000 $123,000 $316,000
Figh meal and scrap 154,000 33,000 120,000
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(b) The import items showing significant
decrenges were:

December November December
1937 1937 1936
Raw silk $5,909,000 §8,943,000 311,004,000
Cotton manufactures 858,000 1,130,000 1,294,000
Fish 317,000 764,000 213%,000
Pyrethrum flowers 277,000 Lss noo 17,000
811k manufactures 252,000 533,000 373,000
Earthenware 147,000 232,000 86,000
Rayon and manufactures 127,000 227,000 332,000
Wool and manufectures 117,000 227,000 33,000
Glass and manufactures 104, 6000 221,000 51,000
Perlilla oill 25,000 385,000 Nil

(8) 0f the total exports of $16,140,000 to Japan

during December 1937, the following items account for
almoet all. The values of these 1tems of export in
November 1937 and December 1936 are shown for comparlson.

December November December
1937 1937 _ 1936

Patroleum products $3, 744,000 §5,706,000 $2,008,000
Industrial machinery 2,540,000 1,507,000 1,005,000

Cotton 1,908,000 797,000 7,753,000
Paper base stocks 1,388,000 1,103,000 524,000
Iron & steel semi-mfrs.l,385,000 1,622,000 350,000
Copper 64,000 2,433,000 Loz,0n00
Iron and eteel scrap 79,000 633,000 289,000
Brass 304,000 123,000 R , 000
Hides and skins 278,000 372,000 7,000
Tobacco 257,000 140,000 278,000
Fertilizers 134,000 262,000 108,000
Coal-tar products 128,000 206,000 75,000
Ferro-alloys 124,000 170,000 90,000
Wood, unmanufactured 119,000 gk, 000 19,000
Lead 101,000 63,000 Nil
Chemical speclalties 81,000 19,000 136,000
Naval stores, gums and

rogina 76,000 92,000 299,000
Electrical machinery

and apparatus L, 000 4 000 68,000
Edible vegetable prod. 6,000 , 000 95,000
Nickel 43 000 59,000 235,000
Other 1,947,000 2,054, 000 2,830,000

Total $16,140,000 $18,133,000 $16,433,000
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(9) Of the total imnorts of $11,674,000 from Japan
in December 1937, the following items account for

almost all:
December November December
1937 19%7 1936

Raw silk 55.909 000 $8,94%,000 $11,004, ocn
Cotton manufactures 858 ,Uﬁﬂ 1,130,000 1; EEE
Tea 509,000 535,000
Porcelain and china-

ware 325,000 355,000 129,000
Figh 317,000 764,000 213,000
Paprer and manufactures 300,000 RIS'DGG 92,000
Pyrethrum flowers 277,000 55,000 77,000
Edible vegetable prod=-

ucte, except tea 262,000 28k, 000 296,000
811k manufactures 252,000 533,000 373,000
Chemicals and related

products 214,000 123,000 316,000
Metals and manufactures 179,000 234,000 151,000
Flax, hemp, ramie and

manufactures 163,000 157,000 19,000
Fish meal and scrap 1 4,000 ZR 120,000
Wood manufactures 9,DDD 164, 000 92,000
Earthenware 143,000 232,000 85,000
Rayon and manufactures 127,000 EE?,GGG 132,000
Wool and manufactures 117,000 227,000 33,000
Glass and manufactures 104,000 221,000 51,000
Bristles 75,000 6? 000 97,000
Camphor and oll 55,000 90,000 73,000
Printed matter 39,000 35,000 14,000
Furs, hides, skins,

leather & manufactures 33 000 20,000 38,000
Perilla oil 25,000 25§,Dﬂﬁ Nil
Other I,GEE.OGG 1,66 1,278,000

Total $11,674,000 $17,190,000 816,427,000
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B. Trade with China in December 1937.

(1) United States exports to China, Manchuria and
Hong Kong decreased in December 1937 compared with
November 19 g. but are higher than our exports during
December 1936,

To North China To Shanghal,

and South China
Manchuria  and Hong Kong Total
December 1937 se,ﬁhs,oﬂo 32,199,000 $7,947,000
November 193 3,490,000 212,000 9,702,000
December 193 5,430,000

(2) United states importe from China, Manchuria and
Hong Kong.

United States imports from Chlna, Manchuria and
Hong Kong decreased in December 1937 compared with
the previous month, and were about the same as during
December 1936,

From North China From 8hanghal,

and South China
Manchuria and Hong Kong Total
December 1937 §1,200,000 $4,795 ooo #2.595.000
November 1935 2,129,000 4,749, 000 , 878,000
December 193 5,497,000

(3) The principal items of export to China were:
(a) To North China and Manchuria:
December 1937 November 1937

Iron and steel semi-

manufactures $1,521,000 $1,967,000
Vehicles, parts & acces-

sories L4s, ooo 322,&&3
Industrial machinery 266,000 14,000
Petroleum products 199,000 572,000
Tobaceo and manufactures 96,000 198, 000
Wood, unmanufactured Eg,ﬂﬂc 1,000
All other 162,000 353,000
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(b) To Shanghal, South China vorts and Hong Kong:
Dacember 1937 Novenmber 193%7

¥ehicles, parts and

accessories 31,229,000 ql 354 020
Petroleum products 1,103,000 ,5 6 00
Iron and steesl semi-many-

factures 615,000 62,000
Tobacco rnd manufactures 605,000 15,000
Vegetable nroducts, edible 335,000 292,000
Printed matter 206,000 237,000
Industrial machinery 118,000 156 000
Chemicals & related nroducts 117,000 375,000
Electrical machinery and

annaratus 10%,000 104,000
Paper manufactures 101,000 9,000
Firearms and ammunition 99,000 243,000
Wood, unmanufactured 93,000 75,000
All other 475,000 554,000
Total 45,199,000 36,212,000

(4) The orinclivoal items of import from China were!
(a) From Norta China and Manchuria:
Decenber 1937 Novenber 1537

Bristles $ u17,000 & EK9 , 000
Wool and manufactures 237,000 000
Leather and manufactures 107,000 16 Oﬂﬂ
Cotton manufectures . 83,000 60 000
Flax, hemn & ramle and

manufactures 64,000 22 , 000
Perills oll 7,000
Animal products, edlble 5,000 GDG
Minersls, metals and manu-

factures 30,000 Eh,ﬁﬂo
All other 160,000 289,000

Total $1,200,000 82,129,000
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b) From Shanghal, South China norte and

ong Kong,
December 1937 November 1937

Tung (wood) oil 8784,000 &a14, 000
Flax, hemp and ramie

and manufactures 690,000 653,000
Tin 598,000 776,000
Bristles 289,000 210,000
Vegetable food products,

excert tea 226,000 170,000
Furs, leather and manu-

factures 222,000 161,000
Wool and manufactures 1EE,OGG 263,000
Raw silk 164,000 420,000
Tea 139,000 153,000
Cotton manufactures 126,000 113,000
Tungsten ore 110,000 58,000

Metals and manufactures,
except tin and tungsten

ore 71,000 3,000
Fish 51,000 21,000
Chemicals and related

products 50,000 gL, 000
All other 700,000 £50,000

Total 84, 395,000 gL, 749,000



TREASURY DEPARTMENT

WASHINGTON

Jamuary £0, 1858.

Mr. James Roosevelt,
Secretary to the President,
The White House.
Dear Mr.Hoosevelt:

I am told that you inguired on behalf of
the President about the ipncome tax returns of Thomas C.
Clark ani wife of Dallas, Texas.

Commissioner Helvering jnforms us that the
1958 return is in the field, that he has wired for it
apd that it should be here by tomorrow. Ve have, howeverT,
the return for 1835. It is a joint return and shows &

total income of *lﬂﬁ,ﬂm.

Youre very truly,

Herbert E. Gaston,
Assistant to the Secretary.

i it



v L

THE SECRETARY OF THE TREASURY

WASHINGTOMN v LA

%: W/
January 25, 1938 '-\‘»

My dear Mr, President:

I am enclosing herewith for
your Information a memorandum dated
January 22, on, "Current United
States Trade with Japan and China.™"

Faithfully,

The President,
The White House.

Enclosure.




INTER OFFICE COMMUNICATION
pare Jenuary 22, 18358

To Secretary Morgenthau

FROM Mr. Haas

Subject: Current United States trade with Japan and China
(Preliminary data)

(1) United Stetee exporte to Japan during the first
two weeks of January 1938 show a slight decrease com-
pared with our first two weeks of December 1937, but
were slightly higher than during the first two weeks
of November 1937.

United States exports to Japan

lst Week 2nd Week Total - lst 2
Weeks

January 1938  $2,726,000 83

, 758,000 $6,u484, 000
December 1937  1,70L,000 E;}
5J

05,000 7,009,000
813,000 5,993,000

November 1937 1,120,000
, 746,000 7,473,000

October 1937 1,727,000

(2) United States imports from Japan during the first
two weeks of January 1938 were higher than during the
same weeks of December 1937, but were lower than during
the first two weeks of November 1537.

United States imports from Japan

lat Week 2nd Week Total - lst 2
Weeks
January 1938  $2,034,000  §4,185,000 $6,219,000
December 1937 2,159,000 },RDE,OOG 2,5 ,000
November 1937 3,245,000 3,654,000 , 899,000
Ootober 193 3,328,000 7,984,000 7,312,000
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(3) The following items show large increases in our ex-
ports to Japan during the first two weeks of January 1938,
as comnared with the first two weeks of December 1937:

Pirat two weeks of

January December November
1938 1937 19%7

Petroleum producta 81,952,000 41,408,000 &1,694,000
Cotton, raw 1,533,000 287,000 2ls, 000
Industrial machinery &51, 000 68l 000 526,000
Copper 430, 000 234, 000 738,000
Ferro-alloys 136,000 51,000 731,000
Pig iron 110,000 Nil 25,000

The following items show sharr decreases in our ex-
ports to Jarnan during the first two weeks of January 1938,
compared with the first two weeks of December 1937:

Firat two weeks of

January December November
1938 1937 1937
Iron & steel semi-mfrs, 372,000 $ 631,000 512,000
Paver base astocks 362,000 1,314,000 260,000
Vehicles, parts & access. 230,000 g0, 000 g1, 000
Serap iron and steel 5,000 411,000 44 000
Cosl-tar products 26,000 9,000 81,000
Hideg and sgkins, raw 12,000 2,000 711,000
Scrap brass and brass Nil 3oL, 000 &,000
Tobacco and masnufactures Nil 257,000 Nil
Fertilizer and fertilizer
materials Nil 134,000 118,000
Tood, unmanufactured Nil 100, 000 ko, 000
Pig lead Nil 75,000 41,000

(L)Y fThe imrorts of raw silk were apnroximately $%1,000,000
more in the first two weeks of January 1938 than in the
firaet two weeks of December 1937, but imrnorts other than
raw sllk continued to decline.

Imports during firat two weeks of

Raw sllk Total imports other Total
than raw silk
January 1938 83,780,000 €2,439,000 86,219,000
December 1937 2,937,000 2,629,000 5,566,000
November 1937 3,916,000 2,983,000 6,899,000

October 1937 ,12&, 000 3,184,000 7,312,000
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(5) Of the total of £5,484,000 of exports to Japan during
the first two weeks of January 1938, the followlng ltems
account for slmost all;

Petroleum productsa $1,058,000
Cotton, raw 1,533,000
Industrial machinery 51,000
Copper 430,000
Paper base stocks 392,000
Iron and steel semi-manufactures 372,000
Vehlicles, parts & accessorles 230,000
Ferro-alloys 136,000
Chemlcals and related products 125,000
All other 457,000
Total 86,484,000

(6) Of the total $6,219,000 of our imports from Japan
during the first two weeks of January 1938, the following
items account for almost all:

Raw silk 83,780,000
Cotton manufactures 307,000
FPyrethrum flowers 170,000
811k manufactures 138,000
Dead or creosote oll 114,000
Vegetable foods, except tea 112,000
Fish and flsh products 108,000
Tea 107,000
China and porcelain ware 106,000
Perilla oil 101,000
Flax, hemp and ramle 76,000
Figh scrap and fish meal 74,000
Metals and manufactures 74,000
All other

Total 86,219,000
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United States trade with China during the firet two weeks
of January 1038,

(1) United States exporte to China and Manchuria during
the firet two weeks of January were slightly higher than
during the first two weeke of December 1937, and about
double the first two weeks of November 1937.

United Btates exports to

First two North China Shanghal, South

weeke of: and Manchuria China and Hong Kong Tetal
January 1932 $1,119,000 &2,114, 000 £3,233,000
December 1937 1,323,000 1,808,000 3,131,000
November 1937 g54, 000 770,000 1,524 000
Whole month of Janusry 1937 86,623,000

(2) United States importe from China and Manchuria during
the first two weeks of January 1978 were slightly lower
than during the first two weeks of December 1937,

United States importe from

Firet two Nerth China Shanghal, South

weeks of: and Manchurias China and Hong Kong Total
January 1938 &629,000 £1,559,000 §2,188 000
December 1937 541,000 1,205,&50 2,4u6,000
November 1937 797,000 1,498, 000 2,295,000

Whole month of January 1937 $6,882,000
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(3) Leading export items to China:
(a) To North China and Manchuria:

First two weeks of
January 1938 Degember 1937

Iron & steel semi-manufactures $654,000 $629,000
Petroleum products 122,000 173,000
Vehicles, parts and accessories 106,000 424,000
Industrial machlnery 83,000 11,000
Raw cotton 72,000 Nil
Copper g4,000 N1l
All other 28,000 86,000
Total $1,119,000 §1,323,000

(b) To Bhanghai, South China ports and Hong Kong:

Firat two weeks of
January 1938 December 1937

Vehicles, parts & accessorles  $756,000 8458, 000
Firearms and ammunition 20,000 97,000
Dynamite and T.N.T. 150, 000 Nil
Inedible vegetable products 135,000 229,000
Petroleum products 130,000 237,000
Edible vegetable products 108,000 144,000
Metals and manufactures 91,000 309,000
Industrial machinery 79,000 36,000
All other 245,000 298,000

Total 2,114,000 §1,808,000
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(4) Leading import items from China during the firast
two weeks of January 1938:

{a) From North China and Manchurla:

First two weeks of

January 1938  December 1937

Bristles $176,000 $207,000
Textile fibers & manufactures 139,000 181,000
Non-metallic minerals & products &3,000 6,000
Chemicals and related products Lg,000 Nil
Metals and manufactures 46,000 16,000
Ferilla oil 41,000 57,000
Other 96,000 74,000
Total 629,000 $541, 000

(b) From Shanghal, South China and Hong Kong:

Firast two weeks of

December 1937
Tung (wood) oil - $429,000 £730,000
Flax, hemp & ramie manufactures 270,000 285,000
Tungsten ore & concentrates 192,000 Nil
Edible vegetable products 122,000 123,000
Bristles 110,000 195,000
Cotton manufactures EE,DGD 53,000
Edible animal products , 000 83,000
Other 330,000 000

Total 1,559,000 $1,905,000
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THE SECRETARY OF THE TREASURY
WABHINGTON {rrg/
January 29, 1938 \ﬁ}}f

|"‘

My dear Mr. President:

I am enclosing herewith
for your information a memorandum
dated January 27, 1938, on, "Current
United States Trade with Japan and
China."

Faithfully,

The President,

The White House.

Enclosure.




TREASURY DEPARTMENT
INTER CFFICE COMMUNICATION
opate January 27, 1938
1o Secretary Ulorgenthau
FROM Mr. Haas

Subject: Current Unlted States trade with Janan and China
{preliminary data)

(1) United Stntes exnorts to Japan durlng the first three
weaks of January 19%8 show a 13 narcent inecrease ovar the first
three weeksa of December 1937, and are only slightly lower than
during the flrst three weeks of Hovember 1937.

United States Exnorts to Janan

lat week 2nd week 3rd week Total 3 weeks
Jan. 1938 82,726,000 83,759,000 34,013,000 $10,498,000
Dec. 1937 1,694,000 ,217,000 E 3 -L 000 9,305,000
Hov. 1937 1,180,000 ,813,000 5, 000 10,738,000
Oot. 1937 1,?2?,-'_-00 5,746,000 92 000 11,955,000

(2) United States imports from Janan during the firat thrae
weeks of January 1938 are almost exactly the smsme as during the
first three weeks of December 1937, and are sbout 27 percent leas
than the imports from Japan during the firset three weeks of
Novamber 1937.

United States Imnorts from Janan

lat week 2nd week Trd week Total 7 weeks
Jan. 1938 sz 033,000 $4,185,000 $2,020,000 $§ 8,238,000
Dec. 1937 Ea ,000 3,406,000 E 672,000 8,237,000
Nov. 1937 2h5, 000 3, 554 000 355 ,000 11,255,000
Oct. 1937 3 1328, 000 3,984,000 19,000 10,731,000
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(3) The following items show large increases in our exports
to Japan during the first three weeks of January 1938 as compared
with the firet three weeke of December 1937:

Firet three weeks of
January 1938 December 1937 November 1937

Petroleum products 82,925,000 $2,186,000 $3,262,000
Raw cotton 2,607,000 szh,nco 512,000
Industrial machinery 1,229,000 862,000 745,000
Copper g5, 000 417,000 1,091,000
Pig iron 22,000 nil 6,000
Ferro-alloys 182,000 51,000 3h2,000
Pig lead 116,000 75,000 1,000

The following items show sharp decreases in our exports to
Japan during the first three weeks of January 1938 as compared
with our exports of these items during the first three weeks of
December 1937:

Firast three weeks of

January 1938 December 1937 November 1937

Paper base stocks $382,000 SI,ESE,DGD §341,000
Scrap iron & steel 277,000 43,000 Lgs,c00
Chemicals & related

products 207,000 326,000 EE;,UGG
Bress, including scrap 1,000 304,000 ,000
Tobacco & manufactures nil 257,000 nil

(4) Our imports from Japan during the first three weeks of
January 193% remained at the same level as during the first three
weeks of December 1937 which was sharply below the level of imports
during preceding months. There was no significant eshift in the
composition of our imports.

First 3 Imports of Imports other Total
weeks of raw sllk than raw silk

Jan. 1938 su,zgs,oon $3,652,000 $ 8,238,000
Dec. 1937 4,487,000 3,150,000 &,237,000
Nov. 1937 6,169,000 E,os&,noo 11,255,000
Oct. 1937 6,223,000 , 508,000 10,731,000
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(5) Of the total of $10,49&,000 of our exports to Japan
during the first three weeks of January 1938, the following items
account for almost all:

Petroleum products 8 2,925,000
Raw cotton 2,603,000
Industrial machinery 1,229,000
Copper sl5, 000
Vehicles, parts and accessorles 673,000
Iron and steel eemi-manufactures 397,000
Paper base stocks 382,000
Serap iron and steel 277,000
Piz iron 2ie2, 000
Chemlcals and related products 207,000
Ferro-alloys 182,000
Piz lead 116,000
Other 420,000

Total 810,498,000
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(6) Of the total of $&,238,000 of our imnorts from Japan
during the firat three weeks of January 1938, the following
iteme account for slmost all:

Raw silk sl 586,000
Cntton manufactures Llols nOO
Pyrethrum flowers 255,000
941k manufactures 248, 000
fhina and porcelaln ware 177,000
Tea 145,000
Flax, hemp, ramie and manufactures 133,000
Vegetable food products, excent tea 130,000
M eh and fish products 128,000
Dead or crenasote oll 114, 000
Perilla oil 104, 000
Hats and hat msterials g9, 000
vetals and manufactures a7,000
#ond and menufactures ga,no0
Menthol g9, 000
Fish mesl and scrap g0,000
Toys and parts 76,000
Paper and manufactures 72,000
Earthenware and stoneware 65,000
Rayon and manufactures 65,000
Ariastles 63,000
Camnmhor 1,000
Glaes and glass products 5, 000
Other 833,000

Total 88,238,000
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United States trade wlth China durling the first
three weeks of January ‘1938

(1) United States exports to China and Manchuris during the
first three wesks of January 1978 declined sharply from the first
three weeks of December 1937, and were only slightly lower than
during the first three weeks of November 1937.

First three weeks of
January 1938 December 1937 November 1937

United Statea exportas to!
Horth China &

Manchuria 81,378,000 82,003,000 $2,08%,000
Shanghni, South China
and Hong Kong 3,001,000 I, 02%,000 2,451,000
Total 84,379,000 6,026,000 84,534,000
Whole month of January 1937 86,623,000

(2) United States imports from China and Manchurla ﬂurin%
the first three weeks of January 1938 were well under the totals
for the first three weeks of December and Novenmber 1937.

First three weeka of
January 1938 December 1937 November 1937

United States imports from!
North China &

Manehuria $ 782,000 § 864,000 41,193,000
S8hanghal, South China

and Hong Kong 2,139,000 2,926,000 2,619,000

Total 82,921,000  $3,790,000 33,812,000

Thole month of January 1937 86,882,000
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(3) Leading export items to China:

(a) To North China and Manchuria:

First three weeks of

January 1932

Iron & steel geml-manufasctures & 800,000
Vehicles, parts & accessorles 165,000
FPetroleum products 122,000
Industrial machinery 98,000
Raw cotton 72,000
Copner 62,000
Inedible animal products 16,000
Paner & msnufactures 11,000
All other 32,000

Total 81,378,000

December 1957

$1,158,000
139,000
174,000
83,000

nil
nil
26,000
2,000

121,000

$2,003,000

(b) To Shanghesi, South China ports and Hong Kong:

Vehicles, partas & accessories ¢1, 207,000
Firearms & ammunition 420,000
Petroleum products 142,000
Iron & steel seml-manufactures 175,000
Inedible vegetable products 166,000
Dynamite and T, N. T. 150,000
Edible vegetable products 148,000
Parer & manufactures 105,000
Industrial machinery gz2,000
All other 396,000

Total $3%,001,000

Pirat three weekes of

January 1932

Degcember 1937

& g4g,000
99,000
1,055,000
"451,000

574,000
nil
247,000
95,000

72,000
572,000

g4, 023,000
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(4) Leading import items during the first three weeks of
January 1938:
(a) From North China and Manchurla:

First three weeks of
January 1978 December 19357

Bristles §203,000 §342,000
Nonmetalllic minerals
& products R},OGG 7,000
Wool & manufactures 9,000 137,000
Chemicals & related
products 43,000 3,000
Tungaten ore &
concentrates Ls, 000 Nil
Perilla oil 41,000 57,000
Other 303, 000 318,000
Total §782,000 8864, 000

- (b) From Shanghal, South China ports and Hong Kong:

First three weeks of

January 1938 December 1937

Tung (wood) oll $§ 515,000 $ 372,000
Flax, hemp, ramle

& manufactures 308,000 I55,000
Tungsten ore &

concentrates 245,000 60,000
Vegetable products,

edible 186,000 221,000
Bristles 165,000 251,000
Tin 123,000 528,000
Cotton manufactures £8,000 102, 000
Animal products, edible 65,000 136,000
Wool & manufactures k5,000 141,000
Chemicals & related

products 43,000 Lo, 000
Other 353,ggo 620,000

Total $2,139,000 §2,926,000
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THE SECRETARY OF THE TREASURY k
WASHINGTOM :

M

February 2, 1938

iy dear Mr. President:

On the 14th of February, Mr. Aubrey
Willlams, lir. Bell and I would like to see
You and would appreciate it if you could
spare us an hour for a conference.

At that time we would like to lay
before you the plans of the Works Progress
Administration covering employment for the
month of March. My understanding is that
the 14th willl be the last day for approval
of the plans, as the orders will have to go
out to the State Administrators not later

than February 15th.
Faithfully yours,

The White House.
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THE SECRETARY OF THE TREASURY 3\\

WASHINGTORMN 3 _.[
g
February 8, 1938 k&ﬁ;

My dear Mr. President:
I am enclosing herewith
report containing preliminary data
on Current United States trade with
Japan and China for the first four
weeks of January, 1938,
Faithfully,

The President,

The White House.

Enclosure.
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TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
pare February 8, 1938
To Secretary Morgenthau

FROM Mr. Haas

Subject: Current United States trade with Japan and China
(preliminary data)

United States trade with Japan during the first four weeks of
Jenuary 1938.

(1) United States exports to Janan during the first four
weeke of January 1938 were about 15 percent grester than during
the firat four weeks of December 1937, and at atout the same
level as during the first four weeks of November 1937,

United States exports to Japan

1st week 2nd week 3rd week U4th week Total L weeks

Jan. 1938 $2,726,000 $3,759,000 $4,013,000 83,721,000 14,219,000
Dee. 1937 1,694,000 5,211,000 2,394,000 3,033,000 12,339,090
Nov., 1937 1,180,000 L,6 813,000 L, 745,000 3,730,000 14,6 468,000
Net. 1937 1,727,000 5,746,000 U4 L92,000 6,763,000 18,728,000

(2) United States imports from Jarman during the first four
weeks of January 1938 were about $1,000,000 larger than during
the first four weeks of December 1937, although more than 25 per-
cent under comrarable periods for October and November 1937,

United S8States lmrorts from Janan

1at week 2nd week 3rd week Uth week Total 4 weeks

Jan. 1938 $2,033,000 84,185,000 82,020,000 $2,343,000 $10,581,000
Dec, 1937 2,159,000 3,406,000 2,672,000 1,318,000 2,5 5,000
Nov. 1937 3,239,000 3,654,000 u,Ejj,ncc a.?1u,nou 14,340, 000
Oct. 1937 3,328,000 3,984,000 3,419,000 &, 060,000 14,791,000

(3) The following items show large increases in our exports
to Japan during the firat four weeks of January 1938 as compared
with the first four weeks of December 1937:
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First four weeks of
Januery 1938 December 1937 MNovember 1937

Petroleum products gL, 095, 000 43,333,000 gk, 451,000
Cotton 2,753,000 1,650,000 673,000
Industrial machinery 2,078,000 982,000 1,383,000
Vehicles, parts and

accegsories 1,124, 000 710,000 glo, 000
Copper 1,007,000 681,000 1,570,000
Pig iron 242,000 nil 201,000
Ferro-alloys 192,000 51,000 356,000
Aluminum 79,000 1,000 10,000
Electrical mechinery

and anparatus 65,000 27,000 28,000

The followling items show large decreases in our exports to
Joran during the first four weeks of January 1938 as compared with
our exports of these itema during the first four weeks of December

1937

First four weeks of
January 1938 December 1937 November 1937

Iron and steel 8765, 000 ¢ 899,000 €1,172,000

geml-manufactures
Paper base atocks Lg2, 000 1,389,000 glio, 000
Serap iron and steel 334, 000 79,000 564,000
Chemicels and related

products 251,000 341,000 685,000
Hides and skins, raw 21,000 270,000 372,000
Edible vegetable

products 12,9&0 59,000 19,000
Wood, unmanufactured 16,000 118,000 gl, 000

Naval stores, gums

and rosins 7,000 57,000 92,000
Braas, lncluding scrap 1,000 304,000 550,000
Tobacco and manufac-

tures nil 257,000 nil

(4) The imports of raw silk increased somewhat in the first
four weeks of Jsnuary compared with the first four weekns of
December 1937, but were still well under the 1936-37 average of
#2,000,000 per week,
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Imports during the first four weeks of
Jan. 1938 Dec. 1937 Nov. 1977 Qet. 1937

Raw silk $ 5,653,000 § 4,925,000 § &,094,000 $ 8,021,000

Imports
other than
raw silk 4,928,000 4,630,000 6,846,000 6,770,000
Total $10,581,000 § 9,555,000 $14,940,000 $14,791,000

(5) Of the total of $14,219,000 of our exports to Japan
during the first four weeks of January 19386, the following items
account for almost all:

First four weeks
of January 1938

Petroleum products $ 4,095,000
Cotton 2,75%,000
Industrial machinery 2,078,000
Vehicles, parts and accessories 1,124,000
Copoer 1,007,000
Iron and steel seml-manufactures KES,OGG
Paper base stocks 92,000
Serap iron and steel 334,000
Chemicals and related products 251,000
Pig iron 242,000
Ferro-alloys 192,000
Pig lead 117,000
Aluminum 19,000
Electrical machinery and apparatus b5,000
Nickel 50,000
All other 515,000

Total 814,219,000

(6) Of the total of 810,581,000 of our imports from Japan
during the firat four weeks of January 1938, the following items
account for almost all!
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First four weeks
of January 1978

Raw silk $5,653,000
Cotton manufactures 683,000
811k manufactures 309,000
Pyrethrum flowers 288,000
Edible vegetable products, except tea 282,000
China and porcelaln ware 2ll, 000
Flax, hemp, ramie and manufactures 184,000
Tea 179,000
Fish and fish products 161,000
Perilla oil 142,000
Wood and manufactures 132,000
Toys 128,000
Paper and manufactures 127,000
Dead (creosote) oil 114,000
Menthol 109,000
Earthen ware and stoneware 104,000
Hata and hat materlals 103,000
Rayon and manufactures &5,000
Rapeseed oll 83,000
Fish scrap and fish meal 80,000
Glase and glass products 70,000
Bristles 68,000
Camphor 60,000
Wool and manufactures 51,000
All other 1,139,000

Total $10,581,000

United States trade with China during the first four weeks of
January 1938,

(1) United States exports to China and Manchuria during the
first four weeks of January 1938 declined sharply from the exports
during the first four weeks of December 1937.

First four weeks of
January 1938 December 1937 November 1937

United Btates exporta to!
North China &

Manchuria $1,786,000 $2,417,000 82,656,000
Shanghai, South China

and Hong Kong 3,840,000 4. 45% 000 3,067,000

Total $5, 626,000 $6,870,000 $5,723,000

Whole month of January 1937 $6,623,000
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(2) United States imports from China and Manchuria during the
firat four weekas of January 1938 were about €1 million less than

the imports during the first four weeks of December 1937 and almoat

#2 million leses than imports for a comparable neriod in November 19737,

Firast four weeks of
January 1938 December 1937 November 1937

United States imports from:
North China &

Manchuria 81,024,000 $1,053,000 $1, 845,000
Shanghai, Scuth China
and Hong Kong 2,84k 000 3,683,000 3,917,000
Total $3,868,000 gL, 736,000 ¢5,762,000
#hole month of January 1937 $6, 882, 000

(3) Leading export items to China:
(a) To North China and Manchuria:

Firat four weeks of
January 1938 December 1977

Iron and steel nemi-manufactures $ 997,000 $1,429,000
Petroleum products 263,000 198, 000
Vehicles, parts and accenscrles 195, 000 L39 000
Tndustrial machinery 99,000 83,000
Raw cotton 72,000 18,000
Copper 68,000 nil
Inedible animal products 38,000 26,000
A11 other 54,000 Enhlﬂoﬂ

Total $1, 786,000 $2,417,000

{(b) To Shanghail, South Chins ports and Hong Kong:

Firet four weeks of
January 1938 December 1937

Vehiecles, parts and accessmories 21, hEE,DGG $§ 971,000
Firearms and ammunition 1,000 99,000
Petroleum products 13,DGD I.GEE,GOG
Iron and steel seml-manufactures 208, 000 606, D00
Dynamite and TNT 150, 000 nil
Edible vegetable products 150, 000 271,000
Industrial machinery 135, 000 9& 000
Faper and manufactures 113,000 96 000
Wood unmanufactured 59,000 &4, 000
Tobacco and manufactures 55,000 596 000
All other 551,000 EEIIDD

Total 83, 840,000 $4,453,000
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(4) Leading import items durlng the first four weeks of
Janusry 1938:
{(a) From North China and Manchuris:

First four weeks of

January 1938 December 1937

Bristles § 221,000 $§ 398,000
Edible vegetable products 118,000 2,000
Non-metellic mineral products 95,000 11,000
Perilla oil 80,000 57,000
Wool and manufactures 54,000 179,000
Flax, hemp and ramie 53,000 42,000
All other 403,000 358,000

Total £1,024%,000 £1,05%,000

(b) From Shanghal, South China ports and Hong Kong:

Firet four weeks of
January 1932 December 1977

Tung (Wood) 011 E Eﬁé,oou & 745,000
Flax, hemp and ramie 6,000 523,000
Bristles 269,000 262,000
Tungeten ore and concentrates 2b5 000 84,000
Tin 1E , 000 E67,000
Vegetable food, except tea 161,000 190,000
Cotton manufactures 118,000 106,000
Tea 97,000 74,000
Edible animal products 49,000 146,000
Chemicals and related products 73,000 40,000
Haw silk 59,000 141,000
Wood manufactures 50,000 10,000
Wool and manufactures 42,000 175,000
All other 443,000 600,000

Total §2,844 000 $3,683 000
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WASHINGTOMN

February 23, 1938

Ky dear lr. President;

I am tranamitting herewlth
the consolidated revort for the
month of January, baged on preliminary
reports previously furnished you, on
United States trzde with Japan and
China.

Resnectfully,

h

The President,
The White House.




TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
pats February 17, 1938
o Secretary Morgenthsau
FROM Mr. Heas

Subject: Current trade with Japan and China.

A. United States trade with Jepan during Januery 1938. 1/
(1) United States exporte to Japan.
United States exports to Japan in January 1938 were

30% greater than during December 1937 but 6% less than in
January 19737.

1938 1937
January $20,981,000 $22,364,000

1937 1936
December 16,140,000 16,433,000
November 18,133,000 24,100,000
October 20,129,000 26,668,000
September 16,842,000 21,328,000
August 24,643,000 10,764,000

Execluding exports of raw cotton, our exports to
Japan in Jenuary 1938 were only (% greater than our
exporte during December 1937, or in abesolute terms,
about $1,000,000 more than the preceding month. Ex-
ports excluelve of raw cotton were 15% lese than the
average for the last slx monthe.

l{ Previous reports cover weekly figures only. Thies report le
for the whole month of January.
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United States exports to Japan, excluding raw cotton!

1978 12§Z
January $15,164,000 $13,536,000

1937 1936
Decenbar 14,232,000 8,691,000
November 17,336,000 9,335,000
October 18,558,000 9,787,000
September IE,EEH,DOG 10,5K2,000
August 23,049, 000 9,201,000

(2) United States imports from Javan.

United States imports from Japan in January 1938 were
only slightly lower than in the preceding month but were
26% less than the average for the past six months and 36%
less than in January 1937.

1938 1937
January $11,342,000 $17,683,000

1937 1936
December 11,674,000 16,427,000
November 17,190,000 15,340,000
October 15,420,000 12,930,090
September 12,955,006 16,012,000
August 16,297,000 16,948,000

(3) Cotton exnorts to Japan increased sharply in January
1938 a8 compared with December 1937. They were, however,
$3,000,000 less than in January 1937.

United States exports of cotton to Japan.

January 1938 85,817,000
December 1937 1,508,000
November 1937 797,000
October 1937 1,571,000
January 1937 8,828,000

(4) Exports of iron and steel scrap to Janan increased
slightly in January 1938 as compared to December 1937
but were only 10% of the monthly average malntained from

May to August 193%7.
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United Stetes exports of iron and steel scrap

toc Japan.
Janusry 1934 % Ejh.ﬂoﬂ
December 1937 79,000
November 1937 633,000
October 1937 1,148 000

September 1937 1,402,000
Monthly average

Kay to August

1937 5,600,000

(5) The following export items show important increrses
in our treade with Japan during Januery 1938, compared
with December 1537.

Januery December
1538 1937

Raw cotton 5,817,000 $1,908,000
Petroleum products 5,066,000 3,744,000
Industrial machinery 2,853,000 2,540,000
Copper 1,883,000 96k ,000
Vehicles, parte and

accessories 1,185,000 507,000
Electrical machinery

and apparetus 251,000 65,000
Pig iron 242,000 nil

(6) The following export iteme show important decreases
in our trade with Japan during January 1933 compesred with
December 1937.

January December

1938 1937

Iron and steel gemi-

manufactures §1,248, 000 £1,385,000
Paper basse stocke Lg2, 000 1,389,000
Fertilizer and fertil-

lizer materisle 24, ooo 134,000
Hidee and skins raw 22,000 278,000
Wood, unmanufactured 16,000 119,000
Serap brags and brags 1,000 304,000

Tobacco and manufactures nil 257,000
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{7) The decresee in our importe from Japan during January
1938 affected ell but A few of the major items of imports.

(a) The import items showing significant incresses
in trade were:
January December
1938 1937

Chemicals and related

products $ 406,000 $ 214,000
8ilk manufectures 323,000 252,000
Ferilla oil 143,000 25,000

{b) The import items showing significant decreases
were:

January December

1938 1937

Cotton manufactures § 738,000 £ 858,000
Fish and fish producte 152,000 317,000
Ten 185,000 k09,000
Faper and manufactures 174,000 100,000

(8) Of the totsl exporte of $20,981,000 to Japan during
January 1938, the following items, with an export v;lua of
hese

$100,000 or over, account for $19,880,000 or 95%.

same iteme are shown for December 1937 for comparison.

Raw cotton
Petroleum producte
Industrlial machinery

Copper

Iron and eteel semi-
manufacturesa
Vehicles, parts and
accegsories

Scrap steel
Faper base stocks
Electrical machinery and
apparatug
Pig iron
Ferro-alloys
Fig lead

Total

All other

January
12}5
§5,817,000

5,066,000

2,853,000
1,883,000

1,248,000
1,185,000

34,000
92,000

251,000
262,000
192,000
117,000

1101 .000

Grand total §20,981,000

December

1937

$1,908,000
3,744,000
2,540,000
364,000

1,385,000

7,000
719,000
1,389,000

65,000
nil
124,000
101,000

]

2,534,000
$16,140,000
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(9) Of the totsl imports of $11,342,000 from Japan in
January 1938, the following items with an import value of
$100,000 and over account for $10,047,000 or &9%. The
value of the same items of import in December 1937 are
ghiown for comparison.

January December
1938 13 b ¥ I

Raw silk $5,947,000 $5,909,000
Cotton manufactures 738,000 853,000
Chemicals and related

products Loé,000 214,000
Silk manufactures 323,000 252,000
Inedible animal products 304,000 335,000
Edible vegetable products

other than tea 298, 000 262,000
Fyrethrum flowers 295,000 277,000
China and porcelaln ware 271,000 325,000
Fish and fish products 192,000 317,000
Tea 185,000 509,000
Flax, hemp, and ramle

and manufsctures 135,000 163,000
Faper snd manufactures 174,000 300,000
Metale and manufactures 17%,000 179,000
Wood snd msnufactures 151,000 149,000
Toys snd parts 147,000 1/
Ferilla oil 143,000 25,000

Hats and hat materlals
of psper, strawx or other

fibre 115,000 mrro%é

Total ' ’ ' )
All other 1,295,000 1,600,000
Grend total §11,342,000 811,674,000

B. Trade with China in January 1938,

(1) Total United States exports to China, Manchuria and
Hong Kong lncressed elightly in January 1938 compared with
December 1937 and were about §1,400,000 larger than in
January 1937. Exports to North China and Manchuria de-
creased while exporte to South Chine and Hong Kong increased.

1/ Not shown separately.
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Te North China To Shanghai,

Total and S8outh China

s i Manchurina and Hong Kong
January 1938 $7.993,000 $2,101,000 $5,892,000
December 1937 ?;2 7,000 2,748,000 5,199,000
January 1937 6,623,000

(2) Total United States importe from China, Manchuria snd
Hong Kong decreased in January 1972 compared with December
1937 and were over $2,000,000 lese than in January 1937.

From North China From Shanghai,

Total and South China
Manchuris and Hong Kong
January 1938 §u4,470,000 $1,069,000 §3,401,000
December 1937 5,595,000 1,200,000 » 395,000
January 1937 o,882,000

(3) The principal items of export to China were:
(e} To North China and Menchuria:

January December

1938 1937

Iron end steel semi-

manufactures §1,074,000 $1,521,000

Vehicles, parts and
accegsories 285,000 Lus ooo
Fetroleum products 270,000 199,000
Raw cotton %gﬁ.ﬂﬂﬂ E,UUD
Industrial machinery 000 2 000
Total 1,867, 7,589,000
All other 238,000 279,000

Grand total $2,101,000 §2,7L8,000
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(b) To Shanghai, South China ports and Hong Kong.

Vehicles, parts and
accesgorles
Industrial machinery
Flrearms and ammunitions
Petroleum products
Tobacco and menufactures
Iron and steel gemi-
manufactures
Edible vegetable nroducts
Inedible vegetable produc
other than tobacco
Dynamite and T.N.T.
Paper and manufactures
Total
All other

Grand total

January

1978

$1,777,000
1,318,000
6,000

2L 000
269,000

214,000
207,000
ts
175,000
150,000
121,000
¥

621:009
85,892,000

December

197

$1,229,000
118,000
99,000
1,103,000
605,000

615,000
335,000

99,000
nil
101,000

_'895,000
$5,199,000

(4) The prineipal items of import from China were:

(a) From North China and Manchuria:

Eristles

Hon-metallic minersl
products
Perilla oll
Wool and manufactures
Metals and manufactures
Flax, hemp and ramie and
manufactures

Total
All other

January

1935

$ 221,000
97,000
80,000
57 , 000
57,000

i, 000
503 ;000

Grand total §1,069,000

December
1937
$ Li17,000

12,000
57,000
237,000
20,000

bl . 000
333,000

$1,200,000
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(b) From Shanghei, South China porte and Hong Kong.

January December
1938 1937
Tung (woed) o1l $ 836,000 § 784,000
Flax, hemp and remie and
manufactures 470,000 690,000
Tin, ore, bars, pege, blocks,
scrap, ete. 311,000 598,000
Bristles 285,000 289,000
Vegetable food, other than
tea 209,000 226,000
Cotton manufactures 131,000 126,000
Tungeten ore and concentrates 129,000 110,000
Tea 118,000 139,000
Edible animel products 115,000 167,000
S1lk, unmanufsctured 79,000 164,000
Chemicels and related
wproductn 79,000 50,000
ocod and manufecturees 0Co 0co
Total ETEEETEEE 3?330.06%
All other 533,000 1,015,000

Grand totsl $3,401,000 4,395,000
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THE WHITE HOUSE
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RECEIVED
I am tranamitting herewith

My dear Mr. President

preliminary report covering the first
two weelks of February on United States
trade with China and Japan.

Respectfully,

s

The President,

The White House.




TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION
oars Fobrusry 24, 1038
ro Secretary Morgenthau

FROM Mr, Haas

Subject: Current United States trade with Japan and China
(Preliminary data)

(1) United States exports to Japan during the first two
weeks of February 1938 were about 6 percent lower than during
the firet two weeks of January 1938, and about 12 percent lower
than during the first two weeks of December 1937,

United States exports to Japan

1st week _2nd week Total - 1lst 2
weeks
February 1938 Nil 86,112,000 $6,112,000
January 1938 $2,726,000 3,759,000 6,Lgs, 000
December 1937 1,694, 000 , 218,000 6,912, 000
November 1637 1,180,000 ,813,000 5,893,000

(2) The following items show large ineresses in our exports
to Japan during the first two weeke of Februsry 1938%, ae gcompared
with the first two weeks of January 1938,

PFiret two weeks of

February January December
- 1938 1938 16137

Industrial machinery $085, 000 $851,000 $607,000

Vehicles, parts & accessories 624, 000 230,000 Lgo, coo

Serap iron and steel kL1, 000 5,000 411,000

Pig iron 314,000 110,000 Nil
Fertilizer & fertlilizer

materials 24g, 000 Nil 134, 000

Tobacco & manufactures 289,000 Nil 257,000
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The following items show sharp decreases in our exports to
Japan during the first two weekes of February 193&, as compared
with the first two weeks of January 1938,

Firat two weeks of

February January December

1538 1938 1937
Raw cotton $1,116,000 81,533,000 § 287,000
Petroleum products 547,000 1,958,000 1,408,000
Copper 214,000 L30,000 234,000
Paper hase stocks 201,000 382,000 1,314,000

(3) of the total of $6,112,000 of exports to Japan during
the first two weeks of February 1938, the following items account
for almoat all,

Raw cotton $1,116,000
Industrial machinery 985, 000
Vehicles, parts & accesgories €24, 000
Fetroleum products Eﬁ?.ﬂﬂﬂ
Scrap iron & steel 1,000
Pig iron 314,000
Tobacco & manufactures 289,000
Fertilizers 2l g, 000
Copper 214,000
Paner base stocks 201,000
Total 4,979,000 81%
All other 1,133,000 19%
Grand total $6,112,000

(4) United States imports from Japan decreased about 3& per-
cent durlng the firat two weeks of February 1938, as compared with
our imports during the flrat two weeks of January 1932,

United 3tates imports from Japan

lat week Z2nd week Total - last 2
weeks
February 1938 $1,553,000 $§2,327,000 $3, 280,000
January 1938 2,033,000 L, 185,000 6,218,000
December 1937 2,159,000 1,406,000 E,EEE,GGG
November 1937 3,239,000 3,654 000 ,893,000
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(5) The imports of rew sillk from Japan gshowed the prineci-
ral deeresse: imports other than rew sllk declined over
81,000,000, but individual iteme msintained about thelr same
relative posltions,

Immorts during the Raw sllk Total imports other Total

firat two weeks of than raw silk

Februsry 1938 $2,468,000 21,412,000 $7,880,000
January 1938 3, 780,000 2,438,000 6,218,000
December 1937 2,937,000 2,628,000 Z,EES.OGﬂ
November 1937 1,016,000 2,977,000 , 893,000

(6) Of the total of 8%, RE0,0N00 of our imports from Japan
during the firat two weeks of February 19378, the following items
account for mlmost all.

Raw 8ilk §2,468, 000
Cotton manufactures 323,000
China & porcelain ware 92,000
Hats and hat maeterials &7,000
Menthol 54, 000
Pyrethrum flowers 52,000
Total 3,076,000 79%
All other 8ok, 000 214
Grand total £7,880,000

United States trede with China during the first two weeks
of Pebriary 1038,

(7) United States exports to China and Manchuria during
the first two weeke of February were ahout 26 percent lower than
during the first two weeka of January 193&, Exnerts to North
fhine and Manchuria declined 50 percent and exports to Shangheil,
South Chine &nd Hong Kong declined 13 percent.

United States exports %o

Firat two Nerth China Shanghai, South Total
weeks of and Manchurla China and Hong Kong
February 1938 & 557,000 81,242 000 82,399,000
January 1938 1,116,000 2,114, 000 3,230,000
December 1937 1,323,000 1, 808, 000 3,131,000

Whole month of Februsry 1937 85,262,000
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(8) Leading export items to China:

(a) To North China snd Manchuria:

First twoc weeks of
February 1938 January 1938

Iron & steel & manufactures $205,000 8 654,000
Automoblle parts & accessories 87,000 106,000
Copver 62,000 54,000
Industrial machinery 57,000 83,000
Wood & manufectures 55,000 4,000
All other 491,000 215,000

Total $557,000 $1,116,000

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

Automoblle nerts & accessories

Firet two weeks of
February 1938 January 1938

(including aireraft) $ 613,000 3 K55,ooa
Firearms & ammunition 381,000 20,000
Printed matter 144 000 2,000
Petroleum products 127,000 130,000
Tobacco & manufactures 96,000 16,000
Tin plate, taggers tin & ternplate 6l , 000 32,000
All other 417,000 758,000

Total §1,842 000 $2,114,000

(9) United States imports from China and Manchuria declined
about 53 vercent in the first two weeks of February 1938, as

compared with the first two weeks of January 1938.

Imports from

North China declined 67 percent and imports from Shanghal, South
China and Hong Kong declined 47 percent.

Unlted States imports from

First two North China 8hanghal, South Total
weeks of and Manchuria China and Hong Kong
February 1938 $207,000 $ 826,000 $1,033,000
January 19328 629,000 1,559,000 2,188,000
December 1937 541,000 1,905,000 2,446,000
Whole month of February 1937 $11,804,000
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(10) Leading impnorts from China!

{(a) From North China and Manchuria:

First two weeks of

February 19%8 January 1938
Textile materials & manufacturas $109,000 3139,ﬂﬂﬂ
Perilla oil 39,000 1,000
Animal products, ilnedible 27,000 211,000
Sausage casings 23,000 4,000
All other 9,000 234,000
Total §207,000 4629,000
(b) From Shanghal, South China and Hong Kong:
Firat two weeks of
February 1938 January 1933
Tin, ore, bars, ete. $172,000 $ 134,000
Tung (wood) oil 138,000 429,000
Flax, eto. 108,000 270,000
Bristles gl ,000 110,000
Vegetables, edible 73,000 122,000
All other 251,000 4gh 000

Total $826,000 31,559,000




' 9 TREASURY DEPARTMENT
W) : WASHINGTON

February 25, 1938,

TO THE SECHETARI:

This memorandum is in regard to the question
raised at Cabinet last Friday as to whether the Treasury
is providing a reserve to talke care of the accumlated
interest over the ten-year period on United States
Savings bonds.

On the date on which the interest rate changes on
any serles of United States Savings bonds, the Treasury
charges the amount of ths accrued interest up to that date
an each such serles of United States Sagvings bonds to
"interest on the public debt" and credits the "principal
of the public debt", so that at the end of ten years on
any securities outstanding the difference between the
issue value and the maturity value will have been charged
over the ten-year perlod to interest, and the bonda out-
standing will be carried in the public debt at their
meturity value on the maturity dates

As an example, the Tressury issues a bond with
a maturity value of $25 for which it receives cash in the
amount of $18,75. No interest is payable until the end of
the firet year, This bond is, therefore, carried in the
public debt for the first year at a value of $18,75, At
the end of the first year there is twenty-five cents
accrued intersst due and the holder thereof, if the bond
is turned in for redemption, gets $19, or if it is not
turned in, the interest is added to the principal of the
bond, This difference, or twenty-five cents, is charged
to interest and the bond, beginning the second year 1is
garried in the public debt at a value of $19 for the
ensuing six months, At the beglnning of the next six
months the rate changes again and the principal ie
increased by the amount of the accrued interest for the
preceding six months and thereafter it is changed each
8ix months until at the end of ten years the maturity
value of the bond ($25) is reached.

o T
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TREASURY DEPARTMENT Treas
INTER OFFICE COMMUMNICATION .

oars February 28, 1938

To Becretary enthau (‘}‘Jy‘ (‘L jlt rhg\
Subject: The Businese Bituation %

As the beginning of March approaches, a more general expec-
tation of an impending rise in business activity is discernible
in financial reviews and trade Jjournals. Whether this 1s due
largely to seasonal influences, or is based on factors of a more
permanent nature, 1s not entirely clear, since an increase of
about § per cent in industrial production from January to March
is to be expected on seasonal grounds.

Our belief that fundamental conditions favor a greater than
geasonal rise in business activity during the soring 1s based
on the followlng reasoning: (1) At current low levels of activ-
ity in many industries, a small upturn would be sufficlent to
cover the normal seasonal rise; (2) desplte generally unfavor-
able business conditions during February, the seasonally adjusted
index of industrial production apparently will show a slight
increase; (3) our analysis of basic demand in relation to pro-
duction indicates that a substantial increase in the outout of
important industries will be required to bring production up to
the current level of demand: (4) a relatively well-maintained
volume of retall sales, while replenishment of merchants'
stocke has been generally postponed, suggests that inventory
replacement may contribute this spring to a higher level of
business than called for by normal seasonal requirements.

The steel outlook

While steel ingot production increased during February, the
output for the month showed slightly less than the normal sea-
sonal galn over January. New orders during the month were held
back by uncertainty over the maintenance of finished steel

prices.

The outlook for March appears much more promising. The
recent reaffirmation of steel vrices for the second quarter has
brought a notable increase in inquiriee for steel, and 1s
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 40 per cent by the end of the
month, while steel operations currently are running at 30,4 per
cent.
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An average rate of only 33 per cent during March would be
sufficient to maintain operations, on a seasonally adjusted
basis, at the February level. Any further lmprovement during
April would represent a contra-geasonal gain, since steel produc-
tion normally declines slightly in that month.

The automobile industry is expected soon to provide an im-
portant source of new orders. The outlook for that industry ap-
pears to be gradually improving. Used car sales during February
reported for the Eastern territory showed a contra-seasonal 1in-
ecrease, and new car sales during the month made substantial gains
over the January level. The seasonally-adjusted index of auto-
moblle production for February will show a rise of about 10 points
over the low of 65 established in January, and a greater than
geasonal increase in output also appears llkely during March.

Farm implement manufacturers, having allowed their inven-
tories to run very low, according to reports, are also expected
to come into the market for steel in the near future. With farm
incomes still at relatively favorable levels, the demand for farm
equipment has held up surprisingly well. 8Sales by the
International Harvester Company during January amounted to
812,585,000, as compared with gij,ﬁhﬂ,ﬂﬂﬂ during the excellent
month of January last year, which was by far the highest January
on theilr records back to 1925.

he © 1 ituation

A curtailment of operations in the textile industry has
been under way for eight months, this being the first major in-
dustry to adjust its operations to the reduced level of new orders
last summer. It now appears ready to expand operations, slnce
(1) Inventorles in retailers' hands are apparently at low levels,
following the heavy retall sales of the past several months;

(2) buyers are becoming more sensitive to favorable price develop-
ments; (3) the enactment of the farm bill provides lncreased as-
gsurance of a rising price trendfor cotton and cotton goods during
the current year.

The present sensitiveness of textlle buyers to favorable
price developments, which appears to foreshadow a general buylng
movement, is i1llustrated by the immedlate response of cloth gales
to the President's price statement a weelk nﬁa. In print cloths,
for example, the volume of sales Jumped to 40,000,000 yards, about
double the weel's production. This buying movement has enabled
mills to reduce their warehouse stocks, and has tended to stablllze the

cloth market.
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In the wholesale dry goods markets, more buyers and a better
attendance at the various displays are reported than is generally
enjoyed at thles time of the year. The relatively favorable
agricultural situation ie reflected in the fact that buyers from
the agricultural districts continue to place the largest orders,
and that meil orderes are showlng definite improvement. Salesmen
for wholesale concerns report that retail stocke have in many
cages been reduced to the voint where sales are restricted by a
shortage of items called for.

Renewed talk of a 2-cent processing tax to finance the farm
program has had some influence in stimulating buying recently.
It 1s felt in some cuarters thet with the current low inventories
in retell channels, a processing tax effective several months
hence, without the imposition of a tax on fleoor stocks, would
bring a wave of activity in the textile markets this spring simi-
lar to that in the summer of 1933. Thls would, of course, be at
the expense of buslness next fall. 8Since the textile industry
provlides employment for more workers than any other single indus-
try, and accounts for nearly one-fifth of the total weight in
the F.R.B. index of industrial production, such a development
would temporarily have a stimulating effect on business activity
and employment.

Retall sales

The movement of goods into consumption, as indicated by
department store esales, continues at a much higher level than
would be suggested by the depression in industry. The peak of
the recovery movement, reached in February of last year, was only
7% per cent, in dollar value, sbove the current level of depert-
ment store sales.

In Chart 1, attached, we show an adjusted lndex of department
store sales by months (including an estimate for February based
on sales through Februsry 19) broken down by Federal Reserve
districts. While sales in deollar wvalues have declined slightly
during February, belng 1 per cent belew the December figure, a
substantial drop in prices indicates that sales in physical wvol-
ume have tended to lncrease,

The price situation

The commodity price outlook haeg recently been improved by
three developments of major importance: (1) An improvement in
fundamental conditions for a number of commodities brought about
by reductions or nrospective reductione in supply, 28 in the case

. of cotton, rubber, tin, and cocoa, or by a revival in demand, as
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in the case of copper and sllk: (2) a change in public sentiment
toward prlces brought about by the President's vrice statement,
which 1s charagterized by one writer as one of the most reassur-
ing and confidence-breeding events that has occurred recently,

and by moves of the Adminlstration directed toward an expansion

of eredit; (3) recent political developments abroad, which are
taken as foreshadowing a peaceful settlement of European difficul-
tles that may lead to some expanslon of international trade,

In responee to these developments, commodity prices in the
United States and abroed (See Chart 2) turned upward at the end
of February, followlng a declining trend during the five weeks
previous. it will be noted on the chart that nrices in the
United States (represented by Moody's index) have recently been
more stable than Britieh pricee (represented by Reuter's index,
which i1s closely comparsble). On the decline last fall, prices
in this country fell more sharply than in England,

The levelling out of prices during the past three months,
while business activity wes declining, vrovides strong evidence
of a base having been establiched for a general onrice rige.

Such a rise could come about either through (1) an increase in
industrisl or speculative demand, (2) correction of over-supply
conditions for individual commodities, or (3) inflationary mone-
tary tendencles. The current price upturn represents a response
largely to the first two factors.

Responding to the general improvement in business sentiment,
and contributing in some degree to increased optimlesm, the Drices
of industrial stocks rose during February to approximately thelr
November and January highs. The stabilized level of stock prices
over the past four months, despite the downtrend in industrial
nroduction and corporation earnings, suggests that the unfavor-
able faectors in the busineas outlook have for some time been

discounted,




Chart 1

DEPARTMENT STORE SALES

By Federal Reserve Districts
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COMMODITY PRICE INDEXES IN U.8. AND U.K. Chart 2

Wookly
(avEmage oF paiLy) ? Dally
19ar 1938 | %3 1938
Ay ¥ BEFT, wov , 2 - . 'r"““"“ = JARLARY unﬁn
ol s RRs A i S RAAL LAAR RRASRASE LAAR! BRAS \ARE aazs el PR prey rm”.,..'....ﬁ... AL REL (N SSSL IS N I Y
ciwt CENT CLHT '| ]‘|“ﬂ
430 230 L] [E21)

B \.r’ Noody o, iex n l.6. |

210 ’\' ﬁ 210 B L1
b\ / 200 175 175

/ \ \P\ %70 0

180 Mg - ] 180
Reuter's Indox in U.K, %“ \\
sePr. 1B, 1931 = 100
17 \ i 160 160
\ Reuter's Index in U.K,
L 160 155 P een, 0l 1931 = 100 F\\- 155
150 p&ﬁy I 150 | amdl| RP9S
d =
\’ ] Q My
e ‘s Index in U.8,
W o b peE.. il. 1930 = 1 45
1% 130 140 140
120 F.i] 135 h i35
Hna e 130 130
190 oo 125 125
piadeasdeaaaligig i saabigs e band ik s e e bla s aeli g oab siadigadiiii AT FERTTE CRTTR] PPV SPTr | PRTTOY PTRTTIATTYN.. [TTRTY | STTTY FRTTTY [YTITY PPPeTY
» da A E ‘il.w JULY SEFT. BV, JAE, A, i i 5 12 %9 X 2 9 & 2 M & 13 2 X o
1937 [ DECOWELE T ki wr
1937 EEY]
ey of S ey o M Ty T




/

] v,
AEB ( a
GRAY ' J

i&ﬁbp London }
/

D. ko QUM Dated February 28, 1938

Ree'd 3:33 p, m, W b

Seeretary of State,

Yashington,

1&7, February 28, 6 p, m,

Y04 TREASURY FROM BUTTERWORTH,

‘Iith reference to your inguiry (lNo, 85, February 25,
2 p, m,) regarding inter-derartmental committee on
prices of building materials n 1934 report which
is similar to thet of 1933 is the latest published,
o further reports have appeared due to a change in
procecure by which publicity is now uscd as a method of
PIESSVITE ,

Ye committee which is appointed jointly by the
hinister of Henlth und Fresident of the Board of Trade
has recresentatives from the following groups: two
of the builders, two of the building trade unionists,
two of local governments, two of building meterial
manufeeturers, one ecch of building loen socicties
and the cocperntive movement with three government
experts representing the Board of Trade, Ministry of
Health and Dersrtment of Health for Secotland., The

independent chnirmen is Sir Isador Solmon, M, P, of the
restaurant
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restovennt and hotel chain of Lyons and Company.

'ne conmittee's terms of reference may be found
on pagt ont of the 1933 and previous reports,

By means of monthly returns from local government
aurveyors prices are watched, In cases of increases or
somplaints a representative of the committee approaches
the manufacturers association concerned informally,
Fearly all buildin; meterial manufacturing lines are
organized in manufaeturers associations, these being
effective price ringa. If the explanation of the price
inerease is not satisfastory tht manufacturers
association is 23%ed to meet the committee. The
committee has no powers except of persuasion end
riblicity. By uaing the threat of publicity only
aince 1154 irnatead of reporting all cases studied,
the committee's influence has proved more cffective,
The secretary of the committee informs me in strictesst
confidence that an experiment is now being tried of
suggesting to the import duties advisory committee an
investi,ation with a view to the lowering of protective
duty, thet committee being vested with full powers of

scrutiny of sccounts, et cetera,
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A full report of the work of the committee together
with wages agreements entered into in conjunctlion

with the building materials agreement follows as soon
an possible by mail,

JOHNSON
3B
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FROM Lir. Has

Sublect: The Bu#lness Situation, week ending Karch 12, 1933

Busliness activity continues generally steady close to the
levels at which it has held for the past three months, with some
evidence of a spring upturn bezioning to eppear in such items as
lumber production, sutomobile sasles, sutomobile output, and steel
orders.

Commodity prices and stock prices declined somewhat during
the weel, but lhave held their ground well in the face of unfavor-
able news developments. In view of the present stability of
most bueiness serles, the fact that industrial output has been
running at a level lower than the apparent level of demand, and
recent slgns of improvement in certain industries, we see no
reason to revlse our exnectatlon of a rising trend in industrial
productlon from around current levels.

The New York Times adjusted business index for the weelk
ended larch 5 was 0.7 higher then for the previous week. Im-
provement in electrlic power production, carloasdings, lumber pro-
duction, and colton mill activity was partly offset by lower
levels for steel output and automobile nroduction.

Steel

New gteel orders incressed moderately during the week ended
larch 3%, according to confildential reports from the U. 8. Steel
Corporation. Orders received by thie corporetion rose to the
equivelent of s 33 per cent production rate, as compared with
the equivalent of & 28 per cent rate during the two previous
weeke. Acotual production of the U. 8. 8Steel Corporation 1is
being closely geered to orders, running at 30 per cent of capacity
during the week ended larch 7, as compared with 28 per cent during
the previous week.

The automobile situstion

Retall sales of sutomobilees, accordiing to General Motore!
sales reportis, improved during February, end trade reports indi-
cate that the trend has continued into liarch. Used car sales
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have been given a strong impetus by the concerted drive made by
manufacturers and deslers this weelk, which hes been succescful
in liouidating used car inventories and provliding new cesh for
dealere. The Ford Motor Company, considered falrly reoresenta-
tive, revorts total used car sales of $4,600,000 during the
first two days of the drive, reduclng dealers' inventorlee by
52,800,000. During these two days a&n aversge of about 10,000
uged cars per day were sold, as compered with 3,400 cers per
day during the ten days previous.

Ward's Reports stote thet at present there are about
800,000 units in used cer stocks, representing a wholesome
reduction from the considerably higher totals prevalling at the
beginning of the year, but still enough to geriougly limpede
dealers in etocking new cars, The used cer stocks sre estimated
ng sbout 300,000 in excess of normel, hence thls Tigure was set
ng the minimum goal of the sales drive. Fartlal returns show
gtrong possiblility thet thls goel will be reacied. In sddltlion
to putting inecreased cash in deelers! hends, so normel new car
buyinz can develop, the drive ls expected to "trade up" used-car
buyers into the more recent models, and strengtien used car
prices.

A sepsonsl upturn in sutomoblle production got under way
thie weel, with incressed schedules et the plants ol ell three
leading producers, but the rise of 3,000 unlts was less than the
usual seasonal inerense, and less than had earlier been exnected
in the trade. Ford is lagzing behind the other producers, with
an output only one-half that of General lotors, =as compared with
an outvut in Januery exceeding that of General liotore.

The lumber gituation

Lumber production, eeasonally adjusted, has been steadily
ineressing since the low was made early in January (See Chart 1),
and 2 continued high level of new orders end shipments in relatlion
to current production noints to a contlnuation of the upward
trend.

For the firet two monthe of 1938, the total of new orders
reported by the National Lumber Manutfecturers' Assoclation wes
3l per cent above production, and actual shipmenis of lumber were
reported at 22 per cent above production. Lumber production
during Jenuary 1938, according to the Federal Reserve Coard 1ndex,
wae 18 per cent below that of the previous year, the February
figure not yet being avallable.

In reeponse to the favorable trend of new orders and the
depletion of producers' inventories by shlpmente in excess of
production, the output of lumber in recent weelks hnre made the
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sharpest geine of tae year, after allowing for the normal gengonal
rige. The New York Times adjusted index of lumber productlion rose
from an average of 53 during two weeks in mid-Februery to 57 dur-
ing the lest week of February and to €2 during the first week of
itarch. While production during thile letest week was 23 oer cent
lower than during the comnersble weelk a yeer ago, new orders

were only 7 per cent lower. Lumber production 1s next in
imrortance to steel and textiles in the Federal Reserve Zoard
index, having e weight of & per cent.

The paner industry, largely dependent upon pulpwood, hae
elso shown a marked improvement during the past two months.

Early in January the entire industry, excluslve of the paperboard
dilvision, was operstlng at about L0 per cent of capaclty. By

tie end of January it was up to 60 per cent, and the lest week

An Fevbruasry showed operstions at 73 per cent. In the paverboerd
division, operations durlng February were maintained around

ner cent with 2 rising tendency.

Dursble versus non-dursble soods

The present recesslon has seen & decline in the durable
goods lndustries more severe than that in any previous yeer of
the present century, wilthL the possible exception of 1507-08.

The FRS index of dursble goods productlon declined from 126 laet
Auzust to 57 in Jenuary. (See Chiert 2). The production of non-
dursble goods, on the other hand, after resching aporoximately
the same pesk, declined only to 93 in Jenuary.

The well-known zrester stebility of non-dursble goods pro-
duction, and the fect thet it tends to follow more elosely the
ectual movement of goods 1into consumption, glves 1t come volue as
a forecaster of business conditions. Non-dureble goods, for
example, established their productlon peak in December 1936,
declining during the first helf of 1937 while the production of
dursble goods continued to expand. In retrospect, this provided
a definifte warning thst the productlion of dursble goods ln August
1937 wns at a level that could not be maintained, somewhat gimi-
187 to the situstion in 1929. Agein, the false upturn in the
gpring of 13930 was indicated ns such by the fallure of non-
dureble goode to follow. Indlcatione in 1931 were misleading
perhaps because of the change in world economy broughit on by the
Ipitish ebandonment of gold, but in 1932 the upturn in businees
wae led by non-durable goods.

If genergl business recovery 1s to begin in the near future,
sore of the non-dursble or consuner goode industries shiould
already heve begun to show improvement. As a matter of record,
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the rate of sctivity in several consumers' goods lndustries has
alrendy turned upward. While the lmprovement is, of course, not
conclusive, it ie nt least encoursging. The improving trend in
the paper industry has already been clted.

In the leathier goods industry, production rose in Jenuary
to 93, according to the Federal Reserve Eoard adjusted index,
as compared with 86 in December and S0 in November.

In the textile industry, the production of cotton goods
during Februery showed more than the seasonel increree, accord-
inr to preliminary estimates. Wool production increased more
than sepsonally in December, and sillk preduction has risen
sherply to an index of about 88 in Februery, es compared with
80 in January and 69 in December.

Effects of freight rate increcse

The freight rate incresse recently granted the rallroads
ghould result in eome incresee in ordering and shipments during
the next two weeks, since it is expected that the new tariffe
can not be put into effect until the end of this month, owing
to extensive celculations involved. An increase in lmmedlate
steel buying for prompt shipment 1s seen as a possibility by
the Iron Age. So far se the steel industry is concerned, the
inorenged freight coste will fall almost entirely upon the
consumer of steel products, since the important raw meterinls
of the industry (iron ore, pig iron, coke, and bituminous coal)
are exempted from the incresse. 8teel scrap, however, ie included
under the hlgher rates.

The price situstion

Commodity and stock prices have sagred somewhst thie week,
but on the whole have held their ground well in the fece of
developmente that ordinarily would have reacted unfavorebly on
the speculative merkets. The Whitney Tallure, a severe btreak in
reilrosd bonds following the disasppolnting frelght rate incresse,
reported liouidation of investments to ralse money for texes,
and increased political tension in Europe, heve brought no more
then a moderste resction in commodity prices, which remain
generally within the range of the past three months. The prices
of eome commoditles, notably wheat, have declined on prospecte
of incressed supvlies. Such declines should be dietingulshed
from those resulting from reduced demand or deflationary monetory
influences, which would have unfavorsble implications in the
businesge outlook,
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March 17, 1938

My dear Mr. President:

For your information I am
sending you herewith our repert on
United Btates trade with China and
Japan for the month of February.

Faithfully yours,

The President,
The Wnite House.




TREASURY DEPARTMENT

INTER OFFICE COMMUNICATION

DATE Maroh 17, 1238

To Secretary Morgenthau

FRoM Mr. Haas

8ubj)ect: Current trade with Japan and China

A. United States trade with Japan during February 1938, 1/

1., Unlted States exports to Japan during the month of
February were & percent less than during January 1938 and
22 percent less than durlng February 1937,

1938 1937
February $19,266,000 g24, 847,000
January 20,981, 000 22,36l,000

1937 1936
December $15,140,000 $16,433,000
November 18,133,000 24,100,000
October 20,129,000 26,668,000
September 16,842, 000 21,328,000
August 24,643 000 10, 764,000

2. Exvorts of raw cotton to Japan were 4 percent less than
in January 1938, and 50 percent less than in February 1937.
Exvorts exclusive of raw cotton were 21 percent less than the
average for the past six months,

United States exporte of cotton to Japan

February 1938 8 5,55?.000
January 1933 5,817,000
December 1937 1,908,000
November 1937 797,000
October 1937 1,571,000
February 1937 11,079,000

3. Exporte of iron and steel scrap were $1,668,000 in
February 1938 as compared with $534, 000 in January 1938, They
were, however, only 30 percent of the average malntalned from

May to August 1937.

I/ Previous reports cover weekly figures only. Thie report
Ts for the whole month of February.
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United Btates exports

of iron and steel screp to Japan

February 1938 g1, EES 000
January 1938 34,000
December 1937 ?E,GDG
November 1937 a
Cetober 1937 a DDU
September 1937 l HGE 000
Monthly average,

May to August 1937 5,600,000

4. Bhipments of airc
the firset time in February

5. The followlng ite
to Japan during the month
our exports of these iteme
The amounts for February 1

raft and parts, shown separately for
1938, amounted to $244,000.

me show large increases 1n our exports

of February 1938, as compared with
during the month of January 1938.
937 are shown for comparison.

February January February
1938 1538 1937

Serap iron and steel $1,668,000 $ 534,000 $1,391,000
Vehicles, parte and

accessories 1,612,000 1,185,000 1,688,000
Fertilizer and fertil-

izer materials 362,000 24,000 81,000
Tobacco and manufactures 290,000 N1l 449,000
Hides and skine, raw

(except furs) 226,000 22,000 159,000

The following items =8
Japan durlng the month of
month of Jeanuary 1938. Th
shown for comparison.

Raw cotton

Fetroleum and products
Industrial machinery
Copper and manufactures
Ferro-alloys

how decreases in our exporte to
February 1938 as compared wilth the
e amounts for February 1937 are

February January February
1938 1938 1937
,562 s, 512 GDD $11,121,000
000 3,193 000
2 609,000 853, noc 1,417,000
1,367,000 1,5 3,000 1,060,000
2k, 000 192,000 L&, 000
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6. Of the total $19,266,000 of exporte to Japan during
February 193&, the following items account for almoat all:

Raw cotton 8 5,562,000
Petroleum and products 3,004,000
Iron and steel and manufactures 2,827,000
Industrial machinery 2,609,000
Copper and manufactures 1,367,000
Automoblles, parts and accessories I,E}Z,Dﬂﬂ
Paper base stocks 22,000
Fertilizer and fertilizer materlals 362,000
Tobacco and manufactures 290,000
Airceraft and parts 244,000
Hides and skins, raw (excent furs) 226,000

Total 318,253,000
All other 1,013,000

Grand total $19,266,000

7. United States imports from Japan decreased 2% percent

during February 1934 as compared with our imports during

95
2%

January 1938 and decreased 57 percent as compared with February

1937.
United States importe from Japan
1938 1937
February $ 8,723,000 $18,7384,000
January 11,342,000 17,683,000
1937 1936
December $11, 674,000 §16,427,000
November 17,190,000 15,340,000
October 15,420,000 12,930,000
September 12,95&.000 16,012,000
August 16,297,000 16,948,000

&. The ilmports of raw silk from Japan showed the princi-

pal decrease; imports other than raw sllk decreased about
$1,900,000, but {ndividual items maintained about thelr same
relative position.
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Total imports

Raw sllk other than raw silk Total
February 1938 $5,225,000 $3,498,000 $ 8,723,000
January 1938 5,947,000 5,395,000 11,2u2,eaa
December 1937 5,909,000 5,765,000 11,674,000

9. ©Of the total of $3,723,000 of our imports from Japan
during the month of February, the followlng items account for
almost all:

811k, unmanufactured 85,225,000

Cotton manufactures 550,000

Edlble vegetable products other than tea 21%,000

811k manufactures 198,000

Hates and hat materisls 156,000

China and porcelaln ware 189,000

Perilla oil 149,000

Fish and fish products 141,000

Menthol 132,000

Pyrethrum flowers 117,000

Tea 103,000

Wood and manufectures Q4,000

Earthenware and stoneware 92,000
Total $7 r3ga:m 85%

All other 1,324,000 15%
Grand total 88,723,000

B. United States trade with China during the month of
February 1938. ‘

1l. United 8tetes exporte to China and Manchuria for the
month of February 1938 decreased 24 percent from January 1938
but increased 16 percent over February 1937. Exports to North
China and Manchuria increased 15 percent while exports to
S8hanghal, South China and Hong Kong decreased 37 percent.

United States exports to

North China Shanghal, Bouth

and Manchurla China and ﬁnng Kong Total
February 1938 $2,417,000 $3,690,000 $6,107,000
January 1938 2,101,000 5,892,000 ?,QE?,QGG
December 1 3? E.?u,mﬂ Ellgglmg 7,947,000

Whole month of February 1937 85,262,000
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2, Leading export items to

a., To North China and

Iron and steel and manufactures
Cotton, unmanufactured
Vehicles, parts and accessories
Petroleum and products

Copper and manufactures
Industrial machinery
Wood and paper

Total
All other

Grand total

b. To Bhanghal, South China and Hong Kong

Automobiles, alreraft, parts and
accessories

Tobaceco and 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

3. United States imports from China and Manchuria declined
about 18 percent in the month of February 1938, as compared with
Importe from North China declined about 9 percent

January 1338,

China
Manchuria:

February

1938

$ AUg, 000
545,000
287,000
275,000

232,000
117,000
_ 103,000

$2,208,000

209,000

g2,417,000

February
1938

$§ 988 000
30,000
384 000
240, 000

188, 000
185,000
145, 000
142,000
111,000

$2,813,000
877,000

§3,690,000

91%
9%

[
%

January
1932

$1,074,000
130,000
285,000
270,000

68,000
10k, 000

15,000

tl.guﬁ,ma 93%

55,000
$2,101,000

January

1938

$1,777,000
269,000
546,000
9,000

225,000
42k, 000

1/
207,000

Nil

7%

‘ ¥ pﬁm 5
21302000 %

$5,892,000

and imnorte from Shanghal, South China and Hong Kong declined

21 percent.

I/ Tot ehown separately in January 1338,
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United Btates imports from

North China Shanghai, South

and Manchuria China and Hong Kong Total
February 1978 4 978,000 $2,685,000 $E,ﬁ63,ﬂﬂa
January 1938 1,069,000 R,N-GI,OCIG ,470,000
December 1937 1,200,000 , 395,000 5,595,000
Whole month of February 1937 $11,804,000

4, Leading imports from China
a. From North China and Manchuria:
February January
1938 1938
Textlile materials and manufactures 8347 ,000 $§ 289,000
Bristles 218,000 221,000
Perilla oil 182,000 80,000
Sausage casings 85,000 EE,GOO
Furs and manufactures 56,000 34,000
Total §$888,000 91% § 649,000
All other 90,000 9% 420,000
Grand total $978,000 $1,069,000
b. From Shanghal, South China and Hong Kong

February January

1938 1938
Tung (wood) oil 4 689,000 ¢ 886,000
Tin, ore, bars, etc. 622,000 311,000
Bristles 234,000 285,000
Flax, hemp and ramle and manufactures 231,000 470,000
Edible vegetable products 159,000 327,000
Hats and hat materlals 105,000 145,000
Cotton manufactures 101,000 131,000
Chemicals and related products 16,000 79,000
Total $2,217,000 83% $2,634,000
All other 468,000 17 767,000
Grand total $2,685,000 33,401,000

3
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FROM Mr. Hﬂl)/
Subject: The Business Situation, week ending March 19, 1938

Concluslone

Business activity in the United States, exclusive of the
possible effects of this week's developments in Europe, con-
tinues steady with evidence of improvement in several directions.
Improving business in certain lines during the week ended March 12
is indicated by a continued greater than seasonal rise in lumber
production, by a rise in carloadings when & decline was to have
been expected, and by greater than seasonal improvement in steel
and cotton mill activity. Electrlie power production, however,
showed more than the seasonal drop, and the lncrease ln automo-
bile production was less than would normally have been expected.

Following a three-month period of buslness stability, during
which material progress has apparently been made in reducing
inventories and adjusting business operatlions, conditlons in
this country favor a gradual improvement 1n business activity
from present levels., With no unfavorable outside influencea, the
improving trend should continue through the summer and galn me-
mentum during the second half of the year. The possibllity of a
getback during the summer has been materially reduced since the
continuation of a low level of business durlng February and early
March while inventories in various industries were belng thor-
oughly liquidated tends to insure against a decline later. A
secondary decline would likely have developed during the summer
iAf a greater than seasonal spring recovery had lifted production
above the level of consumer demand,

This week, however, a new factor has come into the plcture
on the unfavorable side, the effect of which can not yet be
determined. The sudden turn in developments in Europe, which
has led to widespread fear of a major war, introduces the
possibility of further commodity price deflation and curtailment
of long-term commitments at a time when business in this country
is especlally sensitive to elther favorable or unfavorable
influences, This may prove sufficlient to offset, or more than
offset, the favorable influences that have been developlng

within our own economy.
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Effect of European developments

The shock to hopes of European peace which the annexatlon
of Austria and developments in Spain and Lithuania have provided
this week, introduces a new factor into our business outlook
which 1s diffiocult to evaluate but potentially unfavorable.
Uncertainty in regard to the future may lead to curtallment of
long-term commitments in this country. Fear of war in countriee
now relatively prosperous would tend te halt industrial buylng,
thereby reducing the world demand for commodities, and weakening
the price structure. A decline in foreign currencles against
the dollar, partloularly sterling, would alsc act as a deflatlionary
price influence in this country and tend to reduce our export
demand. Thls was the key situation in the fall of 1931, when
Englend's abandonment of the gold standard helped to force this
gountry into deeper depression. The decline in security prices
and weakening in foreign currencies this week 1s probably exerting
some deflatlonary pressure on commodity prices here and contribut-
ing to business uncertalnty abroad.

Although war demand might be expected in the long run %o raise
commodity prices in this country, 1ts immedlate effect would be
minimized by several offsetting factors:

(1) While the rearmament movement will undoubtedly
be speeded up throughout Europe by this week's
developments, as evidenced in announcements
already made by England, France, Sweden and
Yugo-Slavia, it will require time for these to
effect an inorease in commodlty buying.

(2) A decline in foreign currencies against the
dollar would tend to divert buying from this
country to those countrles whose currencles
had weakened.

(3) The present world supply situation for many
commodities is less favorable than that ex-
isting last winter, when competitlon between
armament demand and industrial demand at a
time of light supplies brought a speculative
boom in commodity prices.
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(4) The possibility of severe business curtallment in
Europe in the event of war would reduce the industrial de-
mand for commodities, which in the aggregate is more im-
portant than the armament demand. Industrial activity in
both land and France declined substantially during the
year followlng the outbreak of war in July, 1914, and
commodity prices in this country, except for a few excep-
tions, did not atart to rise until the early part of 1915.

The seocurlty markets

Comparative steadiness in the American securlty markets
this week (Chart 1), in contrast with the wviolent declines which
have ocourred in markets abroed and in Canada, 1s believed to
reflect (1) a strong fundamental situation in our markets grow-
ing out of the heavy lliquidation which they have already under-
gone, as well as the improving business outlook, and (2) the
greater safety for inveetment funds provided by our markets, as
againat those in any other country of the world.

The effect of a major conflicet upon our security markets

seeme unpredictable, especlally in view of the possibility of
irrational liquidation from domestie sources.

The price situation

Prices of sensitive commodities have sagged elightly thils
week as foreign exchange rates weakened and security markets
declined, though the undertone has remained generally steady.
Cotton prices, which are particularly sensltive to fluctuations

sterling exchange because of the competltlve balance between
American and British-grown cotton, declined sharply on Friday
with a drop of about 2 cents in sterling, but later recovered
most of the loss as sterling improved. Further declines in
rubber and wheat resulted largely from prospects of inereasing
Bupplies, while hides, cocoa, and some other commodities were
adversely affected by general weaknese in the security markets.

The trend of commodity prices, in our opinion, will have an
important bearing on the trend of business actlvity over the next
few months. While prices during the past three monthe have
apparently been establighing a foundation for a general rise, and
have held up well thie week under the weakness in security prices
here and abroad, the war developments in Europe introduce a new
factor, the effect of whioh is difficult to estimate.
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Current business developments

Steel operations

Operations in the steel industry this week increased 2 polnts
to 32 per cent of capacity, which, with the exceptlon of one
week in January, was the highest rate since the week of November 15.
New orders for steel appear slightly higher than current produc-
tion. Orders recelved Ey the U. 8. Steel Corporation during the
week ended March 10 were maintalned for the second successive week
at a level equivalent to about 33 per cent of capacity, while
operations of the corporation last week were at 29 per cent.
Current predictions in the steel trade are that the spring peak in
ateel operations may not occur until June, and that the operating
rate for the second quarter should average around 42 per cent of
capacity.

While an upturn in steel operations has occurred in U4 of the
6 leading districts, the output in the Youngstown district has
decreased because of an easing in the tin plate demand (See Chart 2),
and output has remalned unchanged in the relatively small Buffalo
distriet. An easing of steel serap prices recently in most dis-
tricts (shown on the chart) appears somewhat unfavorable.

Steel buylng 1s held to minimum levels by the knowledge of
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 conditions favor a continuation of hand-to-mouth
buying policies.

In the meantime, inventories of steel consumers are goling
down steadily, according to reports of sales executives of the
steel companies. In this connection, 1t i1s pointed out that
companles reporting thelr inventories as adequate or excessive
generally are measuring them against the current low levels of
aale;, and any sharp increase in sales would find inventories
too low.

Retall Bales

Department store sales continue to improve gradually from
the low level reached the latter part of January, but on the
whole the Aimprovement has not been as much as the normal seasonal
increase. Sales during the week ended March 12 were 15 per cent
below those for 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, especlally during the week endlng
March 26, since sales in March last year were stimulated by
pre-Easter buying. Easter is three weeks later this year, which
will throw the heaviest retail buying into April. Weekly de-
partment store sales during that month should therefore make more

favorable comparisons with last year.
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Automoblle production

The estlmated production of automobiles this week increased
only 200 units to a total of 57,600, apparently reflecting the
slowness of expansion in retall buying and the prevlious stockling
of dealera by the automoblle companies. Ward's Reports mentlons
thiat productlion i1s remalning slightly behind the pace of retall
deliveries. Although the success of the used car sales drive has
apparently not yet been reflected in new car buyilng, it ls con-
codad by automoblle companles to have met all expeotatlons,
pocording to early tabulations, and final figures may prove even
more favorable.

Proceseing tax

A factor which would tend to stimulate near-term buslness
aotivity is seen in the introduction of a processing tax proposal
by Senator Pope of Idaho, to cover cotton, synthetle yarn, corn,
wheat, rlce and tobacco, intended as an amendment to the revenue
bill of 1933. B8ince 1t contalns no provision for a floor tax on
manufactured products, its effect will be to stimulate buying in
advance of the effective date of the tax, at the expense of later
business. Its most ilmportant effect would be temporarily to in-
craase activity in the textlle industry.

Carlo 8

An improvement in carloadings whleh began in the previous
week continued in the week ended Maroh 12, ocontrary to the
seasonal trend which is downward at this perlod of the year.
Uiscellaneous carloadings, usually considered more indlcatlive
of business trende, made a better showlng than total loadlings.

Construction

Residential construction during February showed a greater
than seasonal increase from the low January level, with an
improving trend throughout the month, The dally average value
of contracts awarded increased from $1,448,000 in January to
$1,819,000 in February, with the last perlod of the month
averaging $1,949,000. A sharp seasonal increase in contract
awards usually ocours during March and April.

Another greater than eeasonal rise in lumber grnduuticm during
the week ended Marcli 12 to an index (adjusted) of b64.6 as compared
with 62.1 during the previous week provides further confirmation

of an inereasing demand from the bullding industry.

Prices of bund.!.nﬁ.:aturialn regumed thelr downward movement
during the week ended ch 5, following a short perlod of stable

quotationa. The Department of Commerce index, covering a group of

leading conetruction materlals, dropped D-% to 90.8 in that week.
This compares with a peak of 95.? reached last July.
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BECURITY PRICES IN U.E., FRANCE AND U.B.
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OFFICE OF THE ADMINISTRATIVE
ASSISTANT TO THE SECRETARY
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‘\I March 30, 1938, ;:T..;jﬁ /
S04 5,

Uy dear Ur, President:

By direction of the Secretary, I am enclosing

for your information the Treasury's current statistical
report of business cenditions,

Respectfully,

Warm Springs, Georgia.

The President,

Enclosure
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INTER OFFICE COMMUNICATION

cate March 28, 1938

To Secretary Morgenthau
FROH Mr. Haas

SubJect: The Business Situation, week ending March 26, 193&.

Concluslons

Business factors in this country, taken by themselves
excluslve of European developments, continue to point to an im-
proving trend followlng the stable base which has been eastab-
lished over the past several montha, with upturns in steel
activity and building construction and, during the past week, a
marked improvement in automoblle retall sales, contributing to a
atrengthening of the domestlc business sltuation.

The steel operating rate (Chart 1) has increased to 35.7
per cent of capacity, a new high since November, while increased
operating rates in the near future are suggested by a general
upturn in new steel ordera. Constructlion in all categorles 1s
showing deflnitely more than seasonal improvement. Contract
awards east of the Rockles showed a greater than geasonal rise
during the firet half of March, followilng thelr favorable trend
in Pebruary, and bullding permits on the Pacific Coast during the
firat two months have conflrmed this trend. A further improve-
ment seems indlcated by the contlinued heavy inquiry for F.H.A.
loans, which has broadened to ilnclude large scale houslng proJ-
ects.

At present, however, the favorable factors supporting the
business trend in thls country are forced to contend with unfa-
vorable developments abroad, and the resulting trend of business
over the coming months will necessarily represent a balancing of
the two forceas. The tense international situation arising from
the German coup in Austria has thrown into the business picture
a factor of great, but lmmeasurable, potentialities, By adding
greatly to uncertalnty over the business ocutlook, particularly
gince 1t has preclpitated declines in world stock and commodity
markets, it provides an added reason to businessmen for postpon-
lnglne; commitments and awalting a clarification of the general
outlook.

In recent months the business recesslon in the United States
has constituted a drag on business activity in forelgn countriles.
Now that we have apparently completed our adjustment and are ready
to move ahead, the sltuatlon has become reversed, and business un-
certalnty abroad is constituting a drag on our own recovery.
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The steel gituatlion

The steel industry 1s currently providing a better undertone
to business activity, with operations increased to 35.7 per cent
of capacity representing the highest rate since last November,
(Chart 1). The Iron Age this week reports that "probably for the
first time since the firet half of 1937 orders are running in
excess of shipments." Productlon has galned a total of 7 points
since the firat week of March, largely because the arrival of
sepring weather has expanded the sale of farm implements and wire
products in agricultural areas, while an increasing demand has
come from a dlverslfied 1list of consumers whose steel stocks are
nearing exhaustion.

A further rise in output seems probable in coming weeks.
The U, 8. 8teel Corporation, operating this week at 32 per cent
of capacity, reports new ordere during the week ending March 17
at the equivalent of 42 per cent. Trade reports indleate that
the volume of orders during the current week i1sg holding near the
high level of the prevlious week.

The volume of ateel buying from the automobile industry,
which normally consumes more steel than any other industry, has
apparently not yet shown any appreclable increase. Automobile
production has declined slightly this week, when a seascnal rise
was to have been expected, apparently because of a disappointing
improvement in retall sales early in the month and a desire to
reduce new car stocks, The reducing of dealers' stocke may be a
prudent move to prepare for price reductions or the introduction
of new models., Retall sales of automoblles during the sales
period Just completed, however, have risen sharply from the low
levels of earllier in the month, according to reports in the trade.

Both factory and dealer stocks of new cars as reported by
the General Motors Corporation on March 10 were very slightly
below those on the same date in 1936, though uubatantiallﬁ above
the strike-depleted stocks of 1937. Used car stocks of 245,900
units on that date, however, compared with 232,200 units in 1936
and 214,200 in 1937.

The building situation

The wvolume of constructlon has continued to rise, improving
further during the first half of March after showlng a greater
than seasonal upturn in February, with all categories sharing in
the lmprovement. The Dodge flgures on contract awardes for the
firset half of March show a dailly average not much below the
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comparable figures for last year, totalling §7,858,000 as com-
pared with $&,086,000 in 1937. Residential awards show a dally
average of $2,807,000 as compared with $3,264,000 last year.

Data for the Pacific Coast, not covered in the Dodge figures,
provide confirming evlidence of an improved trend of conastructlion.
January and February bullding permits in this section were
per cent higher than in 1937.

A continued heavy inguiry for F.H.A. housing loans, which has
broadened to include large-scale housing projects, provides fur-
ther evidence of this trend. The aggregate value of home mortgages
selected for appraisal during the week ended March 19 rose to a
new high of £21,293,061, about 55 per cent of this representing
homes to be constructed. The similar flgure for last Yyear was
816,879,710, though a strict comparison 1s not possible because of
greater inducement under this year's plan.

Reports of larger buylng by bullding material dealers, and
reports that deliverlies of linseed oll to paint makers in March
are running 50 per cent heavier than in February, tend to indi-
cate an increasing demand from the bullding industry.

It may also be significant that shipments of cement during
February of thie year showed a decrease of only 11.U4 per cent
from 1937, while production was 32.9 per cent lower. 8tocks of
cement at the end of February, as reported by the cement industry,
were 2.8 per cent lower than a year earller.

The railroad situation

With railroad earnings serlously depressed, and second
grade rall bonds at new lows for the present century, the fear
of further rallroad receiverships and a further decline in rall-
road securities has a retarding influence on buslness recovery,
while the resulting low level of rail equipment buylng 1is tend-
ing to retard improvement in the steel industry.

The railroad situation provides one point of attack on the
present business recession. In some quarters an upturn in the
securitles markets is expected to be first indlcated by an
Amprovement in railroad securitles. There is no doubt that any
practical method of providing immediate ald to the railroads,
which would permit them to increase thelr expenditures for
equipment and maintenance, plus a long-term program which would
give people confidence that the rallroad problem would in time
be solved in a practical way, would have a strongly favorable
effect upon business sentiment.
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Influence of forelgn situation

Developments this week have tended to confirm our apprehen-
slon over the effect of the recent turn in European affairs on
our businese outlook, A sharp break in our etook market was
initiated on Tuesday when Great Britaln announced a decision not
to interfere with German aggression in eastern Eurone, though
other factors contributed to the severity of the decline, om-
modity price indexes have receded to new lows, and reports have
begun to appear indicating a retarding effect of European devel-
opments on business, Aotivity in the BEritish textile markets,
for example, has slowed down abruptly due to the rise in the
dollar and the uneasy international eltuation.

The clore relationship between the commodity trend in this
gountry and recent international developments as reflected in
forelgn exchange rates may be seen by comparing the Dow-Joned
commodity futuree index, which 18 quickly responsive to changes
in market conditione, with the trend of sterling exchange. See
Chart 2). A decline in sterling affects prices in two waye,

(1) mae an indicatlon of further weakness in the international
situation, and (2) through 1ts effeet in reducing the purchasing
nower of the countries of the sterling area for rroducts from
thie country, while making 1t easler for them to undersell us in
the axnort market,

As shown in Chart 2, the influence of recent events on
gterling exchange and on commodity prices can be traced almost
day by day. BSterling etarted to wesken and nrices began to turn
down from thelr previous rieing trend around March 1, when the
eritical situation between Austria and Germany began to appear
in the newe., It wae on thle date that OGermany etated 1te inten-
tion to protect the millions of Germans in Austria and
Ozechoelovakia by foree Af necessary. On the following day
Great Britaln announced an expansion of ite defense budget to
55 percent above that of the previous year, which brought heavy
prageure on sterling and a deeline in commodity prices. The
invasion of Austria occcurred on March 11, precipitating a general
weskening of European currencles and a general decline in prices
in the futures markets,

The importance of the forelgn situation in the commodity
price pleture 1s shown by the fact that thie influence is being
gtreased by companies engaged in internationel trade., The fol-
lowlng quotation from the Margh 2Uth market letter of Veolkart
Brothers, an international cotton company with headquarters in
Switzerland, explaine this alearly:
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iThe devaluation of the French franc, followed by the sharp
develuation of the Brazilian milreis, and more recently, the
devaluation of the Mexican peso, have all contributed to the un-
settling of world markets and the lowering of world commodity
prices in terms of dollars, The announcement that Great Britaln
would inecrease her armament program caused the pound sterling to
decline in relation to the dollar, and there are many interna-
tional economic students of the oplinion that the pound will
decline further, While the Jananese yen is a controlled curren=
ey, 1t is at the same time tied to the pound eterling, and should
the nound decline further, 1t would mean that practicslly all of
the major trading currencies would be in a relative, or lower,
relationship to the dollar than existed in 1931/32, unless pre-
ventative measures are adonted., The devealuatlon or decline of
any currency tends to lessen the purchasing power of the respec-
tive country, and whether that country be Mexico or Great Britaln,
1ts effect is registered directly or indirectly in American
cotton prices,"

During the current week, the trend of international devel-
opments has continued in a directlon unfavorable to our buelness
outlook, Political events in Czechoslovakia have been disturbing,
with the unity of the government threatened by increaslng etrength
of the German minority, and bonis of this country on European
markets have broken sharply. The deollar has strengthened in
forelgn exchange dealings deepite a break in the New York stock
market, which would normally tend to weaken it. Continued foreign
buying of our securities throughout the week, and a further move-
ment of capital to this country, contributed to a strengthening
of the dollar. The security buying and inflow of capital appear
unfavorable both as indicsting the uncertainty prevalling abroad
and as further unsettling the nprice structure by causing a weak-
ening in foreign currencles.

Depending ae it does on unpredictable political developments
abroad, the probable effect of the changed forelgn sltuation
upon our business outlook 1s not susceptible to definite analysis,
The trend of commodity prices over the next several monthe should
provide an important indication of the seriousness of the inter-
national situation as a factor in ouwr business situatlon.
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Secretary of State,

Washington.

526, April 3, 5 p.m.

STRICTLY CoMeihdatidl "OR THE SECRETARY OF THE
TREASURY FROM COCHRAN

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

At Blum's request I celled at his home at noon today .
where he received me alones He told me that he was mind=-
ful of the kind message which Secretary Morgenthau had
sent to him through me, Consequently he now desired to
reciprocate to some extent by letting the Secretary of
the Treasury know in strict confidence his financial
propossls which are now being printed, which will be
studied by the Cabinet on Monday, submitted to the
Financlal Committee of the Chember Monday evening and
presumably debased in the Chamber of Deputlies on Tuesday
afterncon,

The Prime Minister said his plans do not include
gxchange control, Nevertheless there will be certaln

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

provisions in that direction, PFirst, there wlll be
gexacted a certaln amount of voluntary self=discipline
in foreign exchange matters, Secondly, Bank of France
will exercise a strict watch over the transactions of
private banks,

Blum insisted that France cannot let her gold stock
decling further or let the franc depreciate indefinltely
without interposing firm resistance through the stabil-
ization fund., He sald that his plana will invelve
inflation, Unless measures are taken to break the viclous
eircult this ereation of new means of payment i1s 1ilkely
to result, as during the past two or three years, in new
francs going into gold or foreign exchange, Consequently
the two checks above mentioned will be applied, Should
they prove ineffective then genulne exchange control would
be the necessary next step.

Blum said that he would not avail himselfl of
Secretary Morgenthau's much appreciated Inlitiatlive, Hls
present plan does not involve exchange control and he 1is
abiding strictly by the terms of the Tripartite Agreement,

WILSON
ELF
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PARAPHRASE OF TELEGRAN RECEIVED T
FROM; American Embassy, Paris, rrance
DATE; April 5, 1938, noon

NO.: 534
RUSH
SHRIOPET-CTIT TRV N,

FROM COCHRAN, FOR THE SECRETARY OF THE TREASURY.,

I refer to your telegrams o, 199 -f April 4, noon,
and No. 201 of April 4, 8 p.m,

At 1131456 this morning I was received by Prime ¥in-
tster Blum alone in his home.

I told ¥r. Blum that Secretary vorgenthau had in-
structed we, in view of certain recommendations contained
{n the new finaneial plans of the French Goverament, %o
make available to him full details of the methods used
by my Govermment in supervising transections in foreign
exchange., 1 explained %o the Prime Minister that the
gegretary of the Treasury had thought that at thias time
such material might be of particular interest %o his experts.

I asked the Prime Minister %o consider our offer of
sssistance gained from our own experience as evidence of
the American Goverament's continuing desire for close co-
operation with his Government; in sddition I told him
that 1 was under imstructions and would be immediately
syailable to discuss with his staff any details of the

Ameriocan

~CONFDENTHAL



Amsrican methods which may meed clearing up.

¥r., Blum told me that this afterncon he wis to appear
before the Chamber and he was sure that thie body would
pass his program; “using the axe® - as he put it - would
then be up to the Ssnate.

END SEQCTICN ONE.

WILSON.
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PARAPHRASE OF TELEGRAM RECEIVED

NO.: 534 (Beetlon Two)
FROM: Aamerican Embassy, Paris
DATE: April 5, 1938

Thue he is still expeoting that his Government will be
foreed out by the Semate on his finaneial program. He
sald, however, that he was aware of the faot that it
would have made the Senate much happier if the bill had
been wrecked in committee or in the Chamber of Deputlies
by the Radical Sceolaliste. The debate will be somewhat
general under the olroumstances, and Blum stated that it
will not be necesgary for him to go inte techniocal detalls
suoch as those involved in supervision of exchange transac=-
tions., He therefore returned to me the extraects of our
measures which I had given him, He informed me that if
hie Government survived, he certainly would take advantage
of the offer made by Seoretary Morgenthau and would request
me to furnish his assistants with all the technical infor-
mation pertaining to our experience.

Blum requested me to oconvey to Secretary Morgenthau
his deepest appreciation of the Seoretary's further offer
of assistance. He stated that our constant loyalty and
kindness toward him had genuinely moved him. As a result,
he had given serious consideration %o inoluding in hie program

o s W



-g=

& meapure looking toward the setilement of the war debts.
He sald that he would have done so if he had been con-
vinced that the American public would have favorably
received such a step and Af he had had a better chance
of succeeding with his general prograa. In response to
& resark from me that his program was already quite a
oconprehensive one, he replied laughingly that it really
was "Rooseveltian®,

(END OF MESSAGE)

ELAEBER
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TREASURY DEPARTMENT S
WASHINGTON :
April 12, 1938
10 THE SECRETARY:

In submitting this memorandum on the estimated financial
requirements for the twelve monthe beglnning July 1, 1938 and
ending June 30, 1939, I have made the followlng assumptions:

1. That the business recession will ecause & reduction in
revenue of at least $842,000,000 below the estimates contained in
the 1939 budget (Federal Reserve Board index of B80):

2. That for the seme reason it will be necessery to in-
erease recovery and relief expenditures by $1,290,000,000, to a
total of $2,528,000,000;

3, That other expenditures will have to be increaesed becauss
of the passage of the CCC bill, the Farm bill, National Defense Bill,
etc., aggregating $212,000,000;

4. That (according to Mr. Jamee Roosevelt) the President
contemplates asking Congress to appropriate a further slg;,pm.ma
for roads and a further sf%.nm,mo for flood cl::::rili‘: a;d to re-
open P.W.A., or authorize some similar organization to make grente,
in the additional sum of $450,000,000, or a total of $790,000,000
for these purposes; by e

5. That the total estimated revenue for the fiscal year

1939 on the basis of the Federal Reserve businese index of 80, will
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amount to $5,077,000,000, and that the total expenditures,
including the extracrdinary expenditures set out above and not
included in the Ptudget, will amount to $9,261,000,000, leaving
& net deficit of $4,184,000,000, an increase over the budget
estimate of $3,234,000,000;

€. That the latest estimeted deposits in the Unemployment
Trust Fund for the fiscal year 1939 will amount to $791,000,000
and that the estimated withdrawals will amount to $391,000,000,
leaving $400,000,000 aveileble with which to help finance the above-
menticned deficit., To this should be added the other special in-
vestments such as Old Age Reserve, etc., aggregating $600,000,000;

7. That our working belsnces during this period will range
between 700 and 900 million dollars;

8. That there will be no further sale of public debt obli-
gations for the purpose of purchasing gold for deposit in the in-
active gold fund, and that inactive and free gold emounting to
$1,292,000,000 will be used to finance the deficit; and

9. That the financial requirements of the Commodity Credit
Corporation estimated at $250,000,000, the Beconstruction Finance
Corporation estimated at $1,000,000,000, and U, S, Housing Author-
ity estimated at $200,000,000, will be met through the sale of their
omn obligatione in the market and the Treasury relieved of supplying

these three organizations with cagh,



.

Baged on thege assumptions there is set out below a state-

ment showing the total estimated Government financing which will

be required for the fiscal year 1939 and alsc the proposed methods

of meeting these financial requirsments.

Total Treasury Financing:
Bat 402108t ¢ « v ¢ o+ s s 5 o $4
Maturing Treasury notes + + « «» 3
Maturing epecial Treasury
bills (4 times $250M) . . . . 1,000,000,000

Maturing regular Treasury
bills (4 times $1,560M) . . . 6,200,000,000

Total = = o« & & 4 o 5 & 2 & % & s 5 » »

Method of Financing:
Refunding -

-

$ 14,649,000, 000

10, 300, 000, 000

Treasury notes (exchanges) . . $3,100,000,000
Treasury bills (replacements) . 7,200,000,000
Enlhﬂquirmntl.....-......--.-.
Unemployment Trust Fund (net) . $ 400,000,000
01d Age Reserve, etc. (net) . . 600, 000, 000
Uq g. Saﬂngl bonds « « o« & = = mﬂ.ﬂm.ﬂm
Gold deposits « « o« ¢« = ¢ & « & I.EBE.DGD.GW

4,245,000,000

2,782,000, 000

Market cash operatione . « « « = & « &

Additional estimated guaranteed
obligations to be sold!:
Reconstruction Finance Corp.. . $1,000,000,000
Commodity Credit Corporation. . 280,000,000
U. 8. Housing Authority « « « &« 200,000,000

$ 1,657,000,000

1,450,000,000

Total market operstions (direct and
mmt.ﬂﬂ}--::---ti-o--t

$ 3,007,000,000

Note: In addition to the foregoing financing, there are out-
standing guaranteed obligations which mature during the fiscal
year 1939 and which will have to be refunded, in the aggregate

emount of about $730,000,000.

2



(In millions of dollars)

ROUGH BUDGET ESTIMATES, FISCAL YEAR 1939

Estimated in 1939
Budget Revised estimates| Increase
=]
Departmental $1,324 $1,324 AiEieies
Public Works-
Highways §100 £290
Rivers and Harbors &0 &0
Flood Control 63 213
11 ‘other 181 404, 181 Tk £340
National Defense 989 1,040 51
Agrie. Adj. Program 586 636 50
Civilian Cons. Corps 230 2B0.- 150
Social Security 338 350 12
Int. on the Public Debt 976 1,000 24
Revolving funds (in-
cluding grants) L2 592 450
Transfers to trust accts 667 6E7 PRI
Supplemental 75 100 25
Recovery and relief-
Works Progreas Adm. 925 2,200 L~
Farm Sscurlty Adm. 85 - 200 L~
All other 128 1,138 A28 2,528 1,3%0
Total expenditures 6,869 9,261 2,392
Revenuss 5,919 5,077 | (8) 842
Net defiolit 950 4,184 3,234

Ta) Decrease

Above reviesed revenue es

business index of B0, If

will be about $4,881 milliom,
If thie index increases to 85, the revenue estimate will

timate is based on Federzl Reserve Board

this index declines to 75 the estimate of revenue

and the net defieit §4,023 million.

and the net deficit will be §4,380 million.
be ﬁ’m million,




ﬂ'l'nu: p“hlil: debt March El, 1938 2 o o & & » " & & =
Estimated increase to June 30, 1938 . . $ 150 M

Estimated increase fiscal year 1930
to finance deficit (less gold

dﬂpul-itl}.- ----- """'-—-.E—Lm-._

Estimated gross public debt June 30, 1939 . « +. « =

Guaranteed debt January 31, 1938 . & & & « & s = & &
Estimated increase by June 30, 1939:
Recongtruction Finance Corps .+ « « o $1,000 M
Commodity Credit Corporation . . . . 280

U. B. Housing Authority o o o o « » o 200

$ 37,566 M

2,942

$ 40,498 M

$ 4,706 M

1,450

Estimated guarsnteed debt June 30, 1939 . + « « = »

oY

April 12, 1938

$ 6,156 M
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THE SECRETARY OF THE TREASURY _f.
WASHINGTOMN z, -

April 21, 1938

My dear Mr. President:

I am inclosing herewith a
report on current United States trade
with Japan and China for the month of
March, 1938.

Faithfully,

The President,
The White House.

Fnelosure.



To

FROM

TREASURY DEPARTMENT
INTER OFFICE COMMUNICATION

pare April 21, 1538

Secretary Morgenthau
‘.
Sl gL " »
1

Subject: Current Trade with Japan and China, March 1933

A.

B.
n

United States trade with Japan increased markedly in March.

I. Exports to Japan were 22 percent greater in March than
in February and 12 percent greater than in January 1934.
They were, however, 22 percent less than exportse in March
1937. United States exports to Japan usually show a sea-
sonal increase during the month of March.

a. Exports of iron and steel manufactures accounted

for 50 percent of the increase and petroleum products

for 33 percent. Exports of iron and steel scrap amounted
to $2,483,685 or 51 percent of the total iron and steel
exports.

b. Raw cotton exports decreased 1 percent as compared
with February 1933 and were 53 percent lese than March
1937.

¢. Exports of alrcraft and parts amounted to £525,000,
115 percent more than in February 1934.

II. Imports from Japan were 14 Eercent greater in March
than 1n February 1932 but were LU percent less than in
March 1937.

a. Imports of raw eilk increased 19 percent in March
as compared with February 1938. They were, however,

7 percent less than the monthly average for the past
elx months and were 1l percent less than in March 1937.

b. Importe of cotton manufactures decreased 43 percent
in March as compared with February 1938.

Unlted States trade with China showed even greater increases

in March 1978 than our trade with apan.

I. Unlted States exports to China and Manchurla increased
41 percent during the month of March 1933 as compared with
February 1935. Exports to North China and Manchuria in-
creased 36 percent, and exports to South China, Shanghal
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and Hong Kong increased 44 percent, Exports to South
China, 8hanghal and Hong Kong were approximately

61 percent greater in value than those to North China
and Manchuria,

II. Impeorts from China and Manchuria increased 23 per-
cent during the month of March 1938 as compared with
February 1938, Imports from North China and Manchuria
ghow a decrease of 2 percent and those from South China,
Shanghal and Hong Kong increased 32 percent. Imports

from North China accounted for 21 percent of the total
imports from Chlina 1n March as compared with 27 percent

in February 1938, while imports from South China accounted
forg?g percent in March 1938 and 73 percent in February
1935, .

Statistlce

A, Current trade with Janan

I. United States exports to Japan - total wvalue

1938
March se; uEg ,000 seg gzﬁ ,000
February 2 000
January EG 921, UOG 22 35

1937
December $16,532,000 sls,hjj,nuﬂ
November 18,133,000 24,100,000

October 20,129,000 26,668,000
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II. United States exports to Japan by commodities

Commodities show- March February January
ing lnereases 1538 1938 1938

Iron and steel

gerap ¢ 2,484 o000 $ 1,658,000 $ 534,000
Iron and steel

gemi-manufactures 1,157,000 586,000 1/
Other iron and steel

and manufactures 1,264,000 583,000 1,489,000
Petroleum and prod-

ucts 4,386,000 3,004,000 5,066,000
Industrial mschinery 2,979,000 2,609,000 2,853,000
Paper base stocks 840,000 L22,000 L92 o000
Alrceraft and parts 525,000 24l 000 2/
Fertilizers and fer- »

t1lizer materials 437,000 362,000 2l 000
Ferro-alloys 321,000 2k, 000 : nil
Coal-tar products 301,000 23,000 69,000
Lead and manufactures 228,000 70,000 nil
Rosin 57,000 10,000 11,000

Commodities show-
ing decreases

Cotton, unmanu-

factured 5,508,000 5,565,000 5,817,000
Copper and manu-
factures 1,178,000 1,367,000 1,883,000
Automoblles, parts
and accessories 714,000 1,337,000 2/
Hides and skins,
raw 22k,000 226,000 22,000
Electrical machinery
and anparatus 36,000 58,000 252,000
Tobagco and manu-
factures 1,000 290,000 nil
Total §22, AUl 000-97% $18,438 000-96% £18,512,000-883
All other 815,000~ 3% #2¢,000- 4% _2,469,000-12%
Grand total §23,459,000 §19,266,000 820,981,000

1/ 1Included in "other iron and steel and manufactures®,
Z/ Not shown separately in January 1938.
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III. United States imports from Japan - total value

March
February
January

December
November
Qetober

1938

$ 9,940,000
&,723,000
11, 342,000

1931

811,839,000
17,190,000
15, 420,000

1231
$17, 660,000

18, 382,000
17,683,000

1536

sls,hgé,uﬁc
15, 340,000
15,530,000

IV. United Statee imports from Japan by commoditiee

Commodities show-
ing lncreases

811k, unmanufactured $E.§l ,000

811k manufactures
Pyrethrum flowers

Hats and hat materlials
Furs and manufactures

Figh and fish prod-
ucts, edible

Figh ecrap and fish
meal

Ter

Camphor

FPeper and paper
manufactures

Commodities show-
ing decreases

Cotton manufactures

Vegetable foods,
other than tea

China and porcelain
ware

Menthol

Perilla oll

Total
All other
Grand total

March February January
1378 1938 1938

$5, 225,000 $ 5,947,000
74,000 198,000 323,000
229,000 117,000 295,000
228,000 196,000 115,000
228,000 79,000 15,000
202,000 141,000 192,000
15%, 000 27,000 80,000
10&,000 102,000 185,000
97,000 54,000 60,000
80,000 66,000 174,000
316,000 550,000 738,000
178,000 212,000 298,000
168000 1351000 248,000

14g,0
5,000 1&2:000 147, 000

'alﬁg?lmﬂ-aﬁ '7!"’3?:0':0'55* ' Ea gaslm‘?%

1,343,000-14% 1,286,000-15%

$9, 940,000 8e,

723,000

2, 354,000-21%
11, 342,000
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Current trade with China

I. United States exports to China - total value

1938
March $2,590,000
February 6,107,000
January 7,992,000

1937
December £8,125,000
November 9,978,000
Cectober 7,152,000

1231

86,453,000
2, 62,000
,623,000

1936

33,“30,000
,035, 000
5,421,000

II. United States exvorts to China by commodities

(e) To North China and Manchuria:

Februar

1

8

March 1355
Automobiles, parts and accessories $1,26L,000
Iron and steel manufactures 502,000
Cotton, unmanufactured 279,000
Petroleum and producte 288,000
Industrial machinery 270,000
Tobaeeo and manufactures 209,000
¥ood end menufactures 1 4]
Total $3,009,000
All other gl
Grand total §7,290,
(b) To Shanghal, Bouth 1 ) ng K
March 1938
Tobaceco manufactures $1,000,000
Automobiles, parts and accessories 653,000
Electrical machinery ,000
Firearms and ammunltlon s 000
Iron and steel manufactures 336,000
Copper and manufactures 200,000
Alrcraft and parts 242,000
Cotton, unmanufactured 238,000
Vegetable foods, edible 208,000
Industrial machinery 103,000
Ginseng 102,000
Paper and manufactures 102,000

Petroleum and products
Total
All other
Grand total

8§ 275,000
EKS.GGG
545,000
275,000
117,000

52,000

000
SI,Eéﬁ ggg

82, '

February 1938

_EE.S * ] ]

-18% g;s,ggg-lﬁﬂ

$ 430,000
571,000
79,000
8l, 000
g8 ,000
269,000
417,000
111,000
142,000
2,000
145,000
25,000

-82%
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III. United States imports from China - total value

March
February
January

December
November
October

Fé

3:2251?.33
, 470,000

22§

52 597.000

1937
$14,103,000
11,8

6,882,000

1936

$ 5,442,000
ﬁ 1669, 000
5,498, 000

IV. United Btates importes from China by commodities

(a) From North China and Manchuria:

March 1938 February 1938
Bristles $ 213,000 $§ 218,000
Furs and manufactures 171,000 56,000
Ferilla oil 91,000 182,000
Vegetable products, edible 53,000 22,000

Non-metallic minerals and

products

e __ngfggg 368 ¥ o’ oco- 22%
All other -
Grand total $§ 955, § 978,000

(v) From Shanghal, South China and Hong Kong:
March 1938 February 1938

Tung (wood) oil $1,707,000 § 689,000
Flax, hemp and ramie
and manufactures 293,000 231,000
Tin ore, bars, blocks,
pigs, serap ete. 214,000 622,000
Hats and hat materials 169 000 105, 000
Vegetable products, edible 200 000 159,000
Cotton manufactures 151,000 101,000
Bristles 12h 000 3# 000
Fireworks 110,000 54000
811k, unmanufactured 8,000 21,000
Total s}':o'éﬂm-a% 8 ’uss'mu'ﬁé
All other 000-1 0=
Grand total t}TEBgfﬁﬁﬁ 3,58t 000
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My dear Mr. Presldent:

I thought thls report on
business conditions by George Haas
was particularly interesting and
quite cheerful.

Yours sincerely,

s

The President,

Hyde Park, New York.
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Becretary enthau
Mr, Hasa /

eave June 20, 1938

SBubJect: The Business Bituation, week ending June 18

Conclusions

The continued rise in commodity prices over nearly three

weeks has been accompanied by an upturn in new orders for steel
and other products, and by other evidences of an improvement in
business sentiment. The almoet universal feeling a few weeks
ago that business would continue to decline until late summer
hae been modifled by developmente which have some appearance of
indieating a turn. Among them are the following:

(1) Automobile sales recently have been better
than previously expected, and production has been
increased for the second succeesive week.

(2) The rate of steel operations has risen
elightly at a season when output would normally be
contracting, and a further inerease 1s suggested by
an upturn in new orders.

(3) Construction eontract awards have recently
shown a sharp improvement.

(4) Cotton mill activity showed an increase
during May, when seasonal influences would call for
& decline, and has improved further during early
Junﬂ.‘

(5) Freight oar loadings continue to rise,
especlally in the more significant miscellaneous
u%aasirioatinn, after reaching a low the latter part
of April.

(6) Some tendency toward improvement has
appeared in certain areas,

(7) The price etructure is improving., Bensi-
tlve commodlity prices are rising, with improvements
in the statlstical positions of a number of commodi-
tlee, while eteel prices are weakening.
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New orders improve

Probably influenced by the strong upturn in commedity
prices over the past two weeks, new orders during the second
week in June turned upward, according to our welghted index,
to the highest level eince the last week of April. (See
Chart 1,) Ordere for steel, textiles, and electrical equip-
ment showed substantial inereaseas.

Eteel aetivity higher

A l-point improvement in the rate of steel operations
over the past two weeks, while relatively small (3.2 percent)
appears significant since (1) Steel operations are usually
contracting at this season, (2) The upturn was apparently
unexpected in many quarters, since as recently as Monday of
this week the Journal of Commerce mentioned that "Youngstown
ie barely holding to its rate of 25 percent of capaecity.

The industry 1s evidently working down to 1ts proverblal low
of the year around Independence Day when a pace ag low as 15
percent would not be surprieing.” (3) A further increase
geems in prospect, Judging from the upturn in new steel orders
last week to an equivalent of 37 percent of capacity. The
Youngstown district is scheduled to ralse operations to 29
percent next week, with a further upturn poselble before the
end of the week. 8Steel scrap prices have lmproved.

A reduction of $3.00 a ton on galvanized steel sheets,
glving officlal recognition to price shading that had been
prevalent for some weeks, 1s taken in the trade as evidence
that buying ie beginning to appear in sufficlent volume to
test the price structure. A further teet of prlces 1s ex-
pected to come when the automobile companles begln seeking
quotatione on steel for their fall requiremente.

Some improvement beginning to appear

While certain factore in the present business situation
continue unfavorable, these are, for the most part, factors
which are well known, which have been well advertised, and
probably pretty well discounted. BSome evidence that they are
becoming well discounted appears in the stability of indus-
trial production over the past several months. We have,
therefore, thought 1t advisable in thie statement to 1list the
factors which may indlcate a comlng upturn.

Such indiecations have recently become more numerous. The
increase in new orders in various lines during the second week
in June, a tendenoy toward improvement in the commodity price
structure, and a contra-seasonal rise in steel operations, have
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already been mentioned., Other favorable factors, of greater
or less importance, include the followlng:

(1) Automobile production this week increased
to 41,800 unite, the second successive increase from
the low output of 27,000 units during the Memorial
Day week, as sales in this country and abroad have
been maintained at a higher level than previously
expected. Production in July ie now expected to be
not much lower than in June.

(2) Construction contract awards have recently
ghown a marked upturn, particularly for publlc works,
nonresidential and puﬂlin utility projects, with
residential contracts rleing to approximately last
year's level.

(3) Reports to the National Asesoclation of Real
Estate Boarde indicate that sales of home sltes
ready for bullding have been increasing throughout
the country during the past two monthe, and are now
equal to, or greater than, those of last year 1in the
ma jorlty of cltles.

(4) Production in various consumer goode indus-
tries has already turned upward,

(a) Cotten mill aetivity, which often rises
in advance of the general business trend, showed
a contra-seasonal increase during May, the FRB
adjusted index rising to 81 as compared with 77
in April. The New York Times weekly index shows
a further increase in cotton mill aetivity in
early June.

(b) Rieing trende in boot and shoe produc-
tion, and in production of wool and ellk goods,
have been under way for several months.

(e) Aotivity in the paper industry expanded
during May, and has been maintained to date
apparently marking a turn in the trend. es
have held up well, and the inventory positlon
has improved.

(5) Carloadings have continued to rise (after
seagonal adjustment) from their low reached near the
end of April. Loadinge of migcellaneous freight,
which is believed more significant as an index of
businese, has shown most notlceable improvement.
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(6) As & composite measure of recent trends in
several business serles, the New York Times index
for the week ended June 11 rose 1.5 polnte from its
low for the year reached during the previous week,
Contra-seasonal improvement in steel and automobile
output suggests a further upturn during the current
week,

(7) An upturn in replacement buying of auto-
moblle tires has recently been reported, ocoinclident
with improved buylng of steel and other products.
Inventories of tires at the end of Aprll were 20
percent smaller than & year previous.

(8) Inecreased prices for gasoline indicate
that drastio production curtallment is proving effec-
tive in remedying weakness in the crude oll and
gasoline supply sltuatlons.

(9) Industrial production has continued for
many monthe below the level of demand, indleating
that inventories have been steadlily reduced. A rise
of about 10 vointe in the FRB index would be necea-
sary to adjust production to the current level of
demand.

(10) On the financlal slde, recent successful
flotations of large corporate securlty lssues, a
part of which has represented new capltal, provide
a strong influence toward a revival of buslness
confidence and an inerease in industrial buying.

Some regional improvement noted

Business recovery may etart, as in 1953, from some im-
portant strengthening influence in one sectlon of the ecountry
and extend from there to other sectlons. BSome evidence of
reglonal improvement has appeared, though not extenaslve
enough so far to be conclusive,

In residential construction (Chart 2) a marked upturn,
in residentiel awards, as compared with last year, has oo~
surred in the South Atlantic and Middle Atlantie Btates., 1In
the Paoific district (for which total building permite are
shown, since purely resldentlal data are not avallable) im-
provement has been under way since December. A well-main-
tained trend 1s shown in the East South Central dlstrict.
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Evidence of well-maintained or improving business in
these same regions is shown by department store sales.
(Chart 3,) While the Federal Reserve distriete for which
these sales are reported do not colncide with the census dis-
tricts shown in the previous chart, it willl be noted that 1in
the dlstricte covering the South and the Pacific Coast, de-
partment store sales have been maintained above the natlional
average., In the Dallas and Atlanta distriete an improvement
in sales has ocourred during May, while the national average
wae deelining,

The improved trends in the South appear to be due partly
to well-maintained levels of farm income in the East Bouth
Central and West SBouth Central dlstrlete, as compared wilth
the previous year, (See Chart 4.)

Sales by Sears Roebuck and Company, divided as between
metropolitan and rural areas, provide some basle for Jjudging
whether an upturn in sales in a given distriet has arisen
chiefly from industrial and commerelal or from agricultural
sources, (Chart 5.) It will be noted that in District 6,
which includes States from Texas north to Nebraska, esalees
have been best malntained in the metropolitan areas, while
in Dietrict # (lower Pacific and Western States) the sales
have been best in rurel areas.



Chart 1

INDICES OF NEW ORDERS
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Chart 2
RESIDENTIAL CONSTRUCTION
By Census Districts
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Chart 3

DEPARTMENT STORE SALES

By Fedaeral Reserve Districts
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Chart &

FARM INCOME

By Census Districts
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SEARS, ROEBUCK & CO.

FOUR-WEEK SALES By DISTRICTS
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THE SECRETARY OF THE TREASURY ﬁ‘ s
WARHINOGTOMN

June 29, 1838

My dear Mr. President:

I am sending you herewlth a
waekly review of the business situ-
ation, prepared by George Haas.

I wiah to draw your particular at-
tention to page B, the paragraph
neaded "Heavy inventory agcumulation
in 1937" and the accompanying chart
Hos 4.

Reapectfully yours,

g ).

The President,
Hyde Park, New York.




TREASURY DEPARTMENT m

INTER OFFICE COMMUMNICATION
pave June 27, 1938
1o Becretary nthau

PROM Mr. Haas
Subject: The Business Situation, week ending June 25, 1938

Gonclusions

(1)

The spectacular rise in stock prices this week confirms
various evidences of improving business, and advertlises fto
the country in a dramatic manner that the tide of business
has turned.

Together with the upturn in commodity prices which began
several weeks ago, the stock market rise 1s also becoming an
petive factor in lnoreasing business activity.

(a) It has forced business sentiment into
widespread opntimism almost overnight.

(o) It has stimulated industrial buying in
numerous lines.

(e) Rising price levels are tending to increase
agricultural purechasing power, to increase corporate
earnings, and to eliminate the inventory eltuatlon
ae a depressing Tactor.

(2)

Additional evidences of underlying business lmprovement
have appeared this week:

(a) Further adj)ustments have been made in the
price structure, through increased prices of raw
materials and reduced prices of steel products,
automobile parts, and certain farm machinery.

(b) Devartment store sales, adjusted, have
inereased to the highest level since mid-April.
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{e) The Ford Motor Oompany has increased
osutput this week to the highest rate since April.

{4) B8teel sorap prilces have risen sharply.

(e) A sensational upturn in cotton textile
salag anparently fereshadows A further increase in
mill motivity.

(3

Two major factors account for the begilnning of a turn
in business at this time:

{a) Inventories, which throughout the recas-
glon have been an indeterminate bearish faotor,
have apparently been liquidated to a polnt where
nroduction can again advance, (See discussion,

'p'_ﬂ. 5"‘ l]

(b) The recovery program is beginning to take
affect, The inorease in excess bank reserves has
gtimulated bond mnd stock prices, and some pra-=
liminary effescts of the spending program are al-
ready being felt.

& 8 B W% BB R RS

The stock market upturn

The nearly wvertlcal rige in stock prices this weak on
heavy trading volume, coming with dramatle suddennscs after
& week in which the volume had dried up to a twenty-year low,
reflects a previous over-discounting of bearish factors in
the current situatlon. One 1llustration of this appeared in
the unjustified belief a few weekas ago that the automobile
gompanies would close down completely durin the pummer, and
that eteel operations might be reduced to 1; percent. 8 8
gonsequence, a heavy volume of investment buying and short
oovering, which had been postnoned awalting the expected sum-
mer slump, ceme into the market as soon A8 business showed
slgne of turning up instead of down.

Bueiness sentiment has been decidedly m:?nd by the
rise in stock priees, particularly since 1t oo irms the
upturn in commodity prices which began early in June. He-
porte from various ssotions of the couniry mention an
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improved psychology among buyers slnce the stock market up-
turn., This has been particularly true among buyers of raw

materials,

(1) In the copper market, the American Metal
Market says that "There 1s no denying that the
recent change in sentiment toward practically all
sommodities and markete 1s proving to be a power-
ful propelling force in copper,”

(2) In the lead market the demand was sald to
be "too strong to be coped with freely".

(3) In zine, the "complete transition of the
market from a etate of dormancy to one of outstand-
ing setivity and strength is even more remarkable
than in lead",

(4) Bteel secrap prieces have been marked up
three times this week under lncreased demand,

(5) A sensational expansion in cotton textile
buying has ooocurred, extending to all types of
goods and from all classes of buyers, including
buyere of cotton goode for induutriai pPUrposes.

An important reason for the wldespread change in senti-
ment 18 that market writers, forced to explain the rleing
price trend, have brought out and advertised to the country
at large the numerous favorable factors in the business situ-
ation, and subordinated the unfavorable ones which they had

previouely been emphasizing.

In addition to serving as a measure of improving busi-
ness, the upturns in stock and commodity prices are taking
an active part in bringing about such improvement by (1) etim-
ulating industrial buying; {22 inereasing purchasing power,
particularly in agriculture; (3) increasing corporate earnings
through working toward higher production rates and increased
valuations of inventoriles; (4) reducing the pressure to liqui-
date inventories, and thereby tending to remove this factor as
a bearish influence,

Further evidence of business improvement

Additional favorable business developments have appeared
thlie week:



Secretary Morgenthau - 4

(1) Further substantial progress has been
mede in correcting price dleparities through the
upturn in raw material prices, which has been com-
bined with reductions in prices of various finished
or semi-finighed producte:

(a) A general reduction in steel prices ranging
from 6 to 10 percent at Pittsburgh has been
announced by the U. 8. Bteel Corporation.
Greater reductions were made at Chicago and
Birmingham, thereby modifying basing polnt
differentiale.

(t) The Caterpillar Tractor Company has an-
nounced a reduction in prices on certain
lines up to 23 percent, which will be fol-
lowed by other companies.

(¢) Automobile parts companies are reported %o
have cut prices up to 20 percent on some
items.

(2) Department store ssles have lncreased for
three successive weeks, For the week ending
June 1%, the seasonally adjusted sales index rose
to &3, or 10 percent below last year. Thig repre-
sents the highest actual level and the smallest
decrease below last year since mid-April.

(3) The Ford Motor Company this week increased
production to the highest level since April. Al-
though other leading companies reduced production
somewhat, the total output has held very steady for
three weeks, reflecting well-maintalned sales levels.

(4) The Bulck Company, whose retall sales dur-
ing the first 10 days of June were higher than in
the similar period of May, has begun to buy steel
for 1939 models.

(5) An increase in steel operations for the
third successive week has been due not only to in-
creased orders, but also to the fact that stocks of
£iniched steel in the hands of steel companies have
been greatly depleted.
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New orders

Bteel orders for last 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
Chart 1.) 8Steel orders are strongly influenced by the stock
market trend, as the chart indicates. The orders figure to
be recelved next week will reflect only in part this week's
etock market upturn,

It 1s uncertaln, as yet, whether the moderate cut in
eteel prices will lead to increased buying, but the fact that
prices for steel scrap and other commodities are riesing may
well lead steel buyers to inerease thelr purchases on the
belief that no further reductions are in prospect.

New orders for products other than steel during the
third week of June, not under the influence of the stock mar-
ket rise, were also somewhat lower, our index declining to
41,3 as compared with the previoue week's figure of U5,5,
Textile sales since then have increased markedly, and, to-
gether with the stimulation to other orders that has doubt-
less been provided by the stock market upturn, should bring
an increase in the next weekly index figure. Any marked
improvement in orders would likely be reflected very quickly
in increased industrial activity. When unfilled orders are
low, as at present, there is very little lag between new

orders and production. <£EE:____-__

Inventories substantially reduced

Trade reportes and various etatistics indicate that a
substantlial reduction in inventorles has been an important
factor back of the recent tendency toward businees improve-
ment. The actual size of corporation inventories remalns
indeterminate, but estimates we have made show that inventor-
les have aprarently been reduced sufficiently to allow
bueiness again to advance,

In Chart 2 we show (1) industrial production in dollar
volume, compared with an estimated trend of consumption in
dollar volume, (2) the indicated monthly additions to inven-
tories or reduction in inventories, and (3) an estimate of
the cumulated change in inventories since the beginning of

1935.

It will be noted that production consietently exceeded
consumption from early in 1936 until October 1937, resulting
in successive monthly additions to inventories. It was not
until November of laest year that production dropped below
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consumption, and liguidation of the accumulated inventories
began. The rate of liquidation declined somewhat in May,
poseibly indlcating reslstance to further inventory reduc-

tion.

Our estimate of accumulated inventories sghown by the
lower curve on the chart indicates that by the end of May
1938 the total had been reduced to about that at the begin-
ning of 1937. Inventories at that time were below normal in
terms of prevalling business levels, as were the inventories
during 1935. While changes in the distribution of inventorles
may affect the comparisons, the present inventorles ghould not
prove burdensome, particularly since rising prices convert
inventorlies into assete rather than liabilltles. "--_"’

The extent to which inventories were accumulated durling
the summer and fall of 1937 is shown in Chart ;. In this
chart our estimate of total corporate invenicrlies is compared
with the FRB production index and with our composite index of
new orders., Production continued at a high rate for some
months after new orders had sharply declined, partly to build
up stocks in anticipation of labor troubles, and partly be-
cause of a widespread belief that new orders would lmprove

after Labor Day. i\

Heavy inventory accumulation in 1937

J,f’ The increase 1n gpmmarglalmlgggg_dq;;ngd193? was_ largely
for the PEEEEEE of ocarrying inventories., (See Chart k)~ The
ve & horease 1n commercial loars in the summer of 1937

gﬁ%;?&ggrallr regarded at that time as foreshadowing indus-

vial expansion and therefore bulllgh. Actually 1t was a
pearish factor. BSimilarly, the reduction in commercial loans

recently has been held aes an indication of business contrac-

\;mn, while asctuslly 1t reflecte a liguidation of 1nvent.nrie;,

Recovery program becoming effective

A second major factor in the improving business trend 1e
the inereasing influence of the recovery program, in both ite
monetary and ite deficit-spending aspects. The incresse in
excess reserves, first affecting Government bond prices and
strengthening the market for new corporate issues, has in-
creased the demand for high-grade stocks, and doubtless
helped to bring about a rise in the stock market somewhat
earlier than it might otherwise have occurred. A comparison
of the timing of the upturns in excess reserves, bond vrices,
stock prices and commodity prices ls shown in Chart 5.
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- Chart 2

/ COMPARIBON OF PRODUCTION AND CONBUMFTION,
AND CHANGE IN TOTAL CORPORATION INVENTORIEE 1035 TO DATE
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EBTIMATED CORPORATION

INVENTORIES AND COMMERCIAL LOANS
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