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Peking,
Rec’d., Nov. 29th p. m. 1927.
Gaimudaijin, Tokio.

No. 1248
1)

If the proposed Morgan loans to the South Man-

churia Railway, are consummated, the Peking Govern-
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ment and the Chinese people, will hold it a provoca-
tive act and hold the American Government and peo-
ple responsible.

China already has difficulties enough curbing Japan
in Manchuria, and American must not further finance
Japanese designs.

We welcome direct American investments in Man-
churia, but if the Morgan loan is made, it will release
other railway funds to be used for the purpose of fur-
thering Japanese political aims.

It is regrettable that Japan enjoys a degree of Amer-
ican confidence for even if the loan is made, China
will not permit the building of the South Manchuria
line from Kirin to the Korean border.

@,\mmrm:mﬁon maintains the old Treaty gives the right
to build, China declares that the Treaty merely gives
Japan the preference in financing if build.

Other 3 Powers misunderstand the relation of the

question to Japan’s internal politics.
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The Tanaka Cabinet feels the Parliamentary elec-
tion may be won by appealing for the patriotic support
for the development of Manchuria.

Misleading propaganda is flooding the American
press to gain this money for this purpose. For instance,
recent cables declare that the Peking Tokio negotia-
tions anent Manchuria have reached the documentary
stage. The fact is, negotiations are under way. China
denies the excuse of even opening any parleys. The
only discussion occurred when President Yamamoto
of the S. M. Railway visited Chang Tso-lin.

HWH@ is not a diplomat, even the Yamamoto statements
were later disavowed by Premier Tanaka. The former
pledged Japan not to object to China building the
Kirin-Peking-Tsitchihar railways. Later, Japan official-
ly protested.

Japan are uninterested in all Chinese money used,
even Manchuria provincial official were uninformed.

The first hint of the building was to a foreigner last sum-

which was a matter of informal discussion between
your good self and myself during your recent stay in
Japan, I am authorised by the Japanese Government
to state that “the Japanese Government has no inten-
tion whatever of discriminating against foreign inter-
ests or interfering with their operations in respect
of their trade or business enterprises in Manchuria,
including as a matter of course the transportation of
foreign commodities. The Government has been and
is prepared to do all in its power to live up to the
policy above described.”

As to the alleged interference with the transportation
of American rails for the construction of Chinese rail-
roads in Manchuria, I am happy to inform you that
the Government ordered investigations to be made

and is assured that there is no truth in the report.

ELRL) B+ m | FRoFR- Yo BERER TPaR
NI TN N - R
B o e | R mR o R B RN S

mer. Lord Willingdon was shown maps. He told the
story to British papers. Japan protest the Tsitchih
ar-Peking and KSN-Peking railways as parallelling
the South Manchuria line, but can not stop our build-
ing, we also develop Hulutao rival Port to Dairen,

without either British or other foreign assistance.

Yoshizawa.
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With reference to the proposed American issue of

a loan of the South Manchuria Railway Company,
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I have received message for which I thank you.
For your confidential information we received today

visit from important official of Depart of State who

(s A)

cently received by the Department regarding to the

projected Loan.

desired acquaint us with the nature of protest re-
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These include as you would naturally presume
communication from various points in China including
so-called Peking Government violent protest from
General Chang Tsolin and an actual threat of Boy-
cott of American goods in China. The newspaper press
here has been filled for the last few day with similar
despatches.

Scare head line in this morning’s Times says Japan
threaten Manchuria action.

We are also in receipt of various communications
from societies and associations in America concerned
with so-called Chinese national aspiration; also from
various peace society expressing fear of proposed
Loan being a cause of future war.

From all the foregoing, the following fact appear to
my partner and myself to stand out clearly:

1. The State Departmet has in no way changed
its more favourable attitude as outlined to you in our

cable of Nov. 23d, in fact official today again reiterat-

views be ill-founded.

It is also quite possible that the public subscription
to loan issue which the newspapers have said so much
would be affected adversely.

Capital is timid and most investors are not free from
the influence of a statement (?) That a proposed opera-
tion is likely to produce mbﬁ.om‘mﬂwosm_ misunderstanding.

4, 1 think the best course for both you and us to
adopt at this moment would be to say absolutely noth-
ing either in the negative or the affirmative as to our
plan for this Loan letting the newspaper and the
Chinese blow off steam and the matter would soon
die down.

The officer of the railway should not say that nego-
tiations are postponed nor (?) make any statement
calculated to give comfort Mﬂiﬁrw critics. For your

information National City Bank of N. Y., Kuhn, Loeb
& Co., and First National Bank (?) all join us in this

(==

recommendation.

ed that Depart interposed no objection this impor-
tant point of view being very satisfactory.

2. Depart officials however are manifestly uneasy
on account of all protests both of domestic and for-
eign and certainly it would relieve their mind if we
were to postpone this operation somewhat until the
storm appeared blown over. It would I think be
tactful both of from your and our point of view to
be able to gratify their wishes in this way.

3. To crowd through this operation immediately
in the face of much adverse newspapers comments
here might be slightly detrimental to Japanese interest
in America.

There would be nothing in any way seriously (?)
involved but as friend of yours we should prefer MWMM
at this particular moment you avoid unnecessary cri-
ticism on this score. Certainly Japan’s friend would
not wish to (?) have her appear arrogant or entirely

(==)
indifferent to views expressed here even though such

Meantime I will write you very fully explaining all
the aspects E%wvm#cmmob which cannot be cover-
ed by cable and will venture to make to you one or
two constructive suggestion. On receipt of this letter
you would after consultation with your associate cable
us your view and by that time or a little later the sit-
uation would we hope probably have clarified suffi-
ciently to warrant procedure. It is very disappointing to
us and especially to myself to have to change the
opinion expressed to you on Nov. 23rd and to give
you this new advice at pressent time. Our first incli-
nation at the time of our last message to you was to
disregard all criticism and to proceed forthwith, but
the more prudent course seem to be to go to more
slowly and to try to temper the criticism rather than
affront it. We think there is no unfavourable point(s)
in this because if we refrain (from) making any an-
nouncement on either side the Chinese cannot claim

that their outcries have stopped the operation. In fact
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we are fortunate in havig steadfastly declined here
to enter into any public discussion of the matter. We
consider it would be advisable for price (s) Water-
house accountant in Tokyo to proceed with the work
of checking up the figures so as to save us all times
later on and if you approve we will cable point to be
checked up. The market here is about as heretofore.
If we were to have to undertake the operation today
it would probably be at a issue price of 94-4 one half
point lower than the price suggested before I sailed
this difference being chiefly due to the unfavorable
press report to which I have alluded.

We await with considerable anxiety your advice on
the foregoing

Sincere regards

Thomas W. Lamont.
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DEPARTMENT OF STATE
October 14, 1927.
STATEMENT ALWAYS INCORPORATED IN
LOAN LETTERS
You of course appreciate that, as pointed out in the
Department’s of March 3, 1922, the Department of
State does not pass upon the merits of foreign loans
as business propositions nor assume any responsibility
in connection with such transactions, also that no
reference to the attitude of this Government should

be made in any prospectus or otherwise.

FORM OF STATING “NO OBJECTION”

I beg to state that, in the light of the information
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before it, the Department of State offers no objec-

tion to this financing.
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