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f = /1 the receipt of your despatch No. 167 (¥ 10
' 10) of Februery 19th, and to inform you that !
enguiries have been made of verious officlals at i

the State Department and of VWr. Warren Plerscn,

President of the IExport-Import Bank, regarding
~ the negotiastions oconduected by the Chinese Govern-

ment in connexion with the grant of a further
export eredit from the United States.

2. The original credit grented by the
Export-Import Bank to the Universsl Trading
Corperation, which is in fact the agent for the
Chinese Government, was for the sum of $25
=t million. Very widely distributed purchases
nave been made by means of this oredit and up to
Karch 31st last some $17% million of the total
eredit had been disbursed. of this $17% million
I some $2% million hed been repaid, this sum
I representing half the proceeds of the sale of tung
I‘ 0il imported into this country from China.

6’77 /9~ Se A8 reported in ny despateh No. 275
of ¥arch 20th, & Bill was passed by Congress on
March lst increaesing the lending authority of the
Export-Import Bank from $100 million to $200

/million
The Right Honourable \l\

The Visocount Hellfex, X.G.,

ete., ete., ete.
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| euthority the Bxport-Import Bemk grented e further
eredit of £20 million to the Universel Treding lﬁﬁ“

( Corporetion eerly in March, The total credits |

granted to Chine by the Export-Import Bank therefore

amount to $45 millicn. The Chinese Govermment have

expressed their intention of endesvouring if possible

to amortize the new loan of $20 million by deliveries

5«% \ of tin over the next seven years. No errangements

il | have been made for the delivery of any other commodi-

J;t ties sueh as wolfram, copper or bristles in

connexion with this new loan.
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:‘W?‘ 4. There is no evidencs of any other
= [ \
i]h | ) negotietions on the part of the Chinese Covernment to
N " W
s obtain additional ecredits in this country. The
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Export-Import Benk is debarred by the recent ALct from

A

i | ]“ ] granting any further loan beyond the $20 million

‘;4 i !E eredit, and officials of the State Department have

: j'g 7  disclaimed eny knowledge of loasns or projected locans
l?jlr 1\ | to the Universal Trading Corporation from sources

P it

) other than the Export-Import Bank.
W { 5. Nor have the Stete Department been

’ |
‘ﬁ LS eble to confirm the report from the French Ambassedor

i A in China thet the Chinese Government were negotieting
‘ for the purchase of $20 million worth of war material
R ; in the United Stetes.  The oredits granted to China
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by officiels of the State Depertment, there is nothing
to prevent these credits being substituted for other

available funds which in turn could be used for the
purchase of armms in this country, while the definition
| | war material does not, of eourse, include srticles
such as trucks and lorries. It i1s the fact, accord-
_:' i ing to the State Department, thet the issue of licences
“: ' for the export of war materisl from this country to
i ' China hes incressed eppreciebly during the first three
I‘ months of 1940, Puring this period licences up to
| the amount of £7.3 million have been issued as compared
with a total of §5 million for the whole of 193¢. The
'!' State Department do not however think that any speecial
| significance need be attached to this inerease since
o there is normelly 2 lag of anything up to twelve months
“Hl between the issue of licences and exports, In the
first three months of 1940 the exportsonly amounted to
$900,000. The State Department do not eppear to think
thet there 1s eny reason to believe that the Chinese

Covernment are accelerating their purchases of arms in

this country more repidly than is indicated by the
I increase in the licences issued.

I have the honour to be,
with the highest respect,
My Loxd,
= Your Lordship's most obedient,
humble servant,

{Sgd.) LOTHIAR,




