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Central Bank is prepared to make arrangement provid-
ing for giving to respective foreign banks note and---or
deposit credit (as they may prefer) equal to amount of silver
delivered. And in addition proving for mutual deposits in The
Central Bank and the foreign bank concerned. In view of
deposit of wmncamﬁmmm, that is, a bank turning in its silver
would at same time make deposit in The Central Bank of
China for two years equal to two thirds amount of silver
turned over i. e., on the 60 per cent---40 per cent basis), and

in turn Central Bank would make deposit of like amount with
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bank turning over silver. The difference in interest rates in
the respective deposits would be at the rate of 5 per cent per
annum in favour of g:w turning over its silver.

Such arrangement you will note would give bank benefit
of earning at rate of 3-1/3 per cent for one year or 6-2/3 per
cent for two years on amount of silver which it hands over. In
order to dispose of this matter, we would be glad if your
members would give us their replies to proposals within brief

period, say by January. 7, 1936.
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Referring to our conversation to-day on the subject of

possible recommendations of the proposed economic commis-
sion to the Orient, I would be glad if you would communicate
with your principals to find out, unofficially, if the present
Japanese interests in Hanyehping could be bought, and if so,
at what figure and in what manners.

A suggestion has been made that the export-import bank,
with a view of stimulating the manufacture of heavy
machinery, might advance to China money at five years’ time
in an amount sufficient to build a steel works in conjunction
with the blast-furnaces at Tayeh and to remodel those stalks
and add make ovens.

China is desirous of a steel works, and they are making
every effort to find the money to build such a plant.

The only iron ore deposits that we know of that have
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been proven and which are worthy of further expenditure are
those at Tayeh. We do not believe the plant at Hankow is
worth much beyond its scrap value. The Tayeh furnaces have
to be rebuilt, so that quite W:.mm sum of money would have to
be spent at that point in order to arrive at a steel works which
could operate at a reasonable cost of production.

mw trying to frame some sort of project which would
accord with Chinese susceptibilities and at the same time
have some economic value, I have thought of the possibility of
buying out the Japanese interest in the whole Hanyehping
project as well as the Tayeh properties. According to our
reports, Japan has a total investment in that enterprise of
about ¥ 49, 000, 000, which you might say is lost, or of every
doubtful value under the present circumstances. Now, if new
money could be found and the plant really modernized and the
money spent under the control of the leader, could an
arrangement be made with the creditors to pay them in iron
ore over a long period ?

The total reserves at Tayeh are about half what they
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have been estimated to be. But if the Chinese Government
became the ultimate active owner of this property subject to
foreign control until the loan was repaid, it would be possible
for them to expropriate all of the iron ore deposits in the
neighbourhood and possibly bring up the reserves of the
company to a much larger tonnage. I have thought of Mitui
and Company as being the proper cmoEm to approach the
present holders of the debt, and if there is any prospect of
doing anything, we might confer again to see what sort of a
project could be worked out. It is believed here that Chinese
could secure such a loan provided the raw materials we
reknown to exist in sufficient quantity to warrant the

expenditure.
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