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Legation of the
United States of America, Peking,
January 3, 1917.
My dear Colleague:

I have the honour to seek an informal and personal
expression of your views in a matter which is of much
interest to me. There has, as you know, been much
discussion in both Japan and the United States as to
the possibility of cooperation between the financial
interests of our several countries in undertakings of a
purely industrial and commercial character in China ;

we have sometimes touched upon this in talking

churia, which are generally understood to have been
granted to Japan during the past three years or so;
and I have, moreover, no information as to any defi-
nite and concrete proposals having been made by either
side with a view to realizing cooperation between
American and Japanese financial interests along the
lines indicated. I should, however, be glad of an
opportunity to discuss this matter with you and to
learn your views as to the eventual possibilities of
such action: and T should be most grateful for any
information you might feel disposed to give me, as to
the agreement regarding the construction of railways
in Manchuria by nationals of Japan, to facilitate a
consideration of those possibilities.

With the assurance of my highest esteem, believe
me, my dear Colleague,

Very sincerely yours,
(SD) Paul S. Reinsch.

His Exellency

Baron Hayashi,

The Japanese Minister.
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together, and I have learned with great interest from

in which the

EIEIN]

Mr. White of a conversation with him
Secretary of your Legation stated his hearty personal
advocacy of such cooperation.

If T am rightly informed, the contract concluded
by the Yokohama Specie Bank, about a year ago,
for the construction of the Ssupingkai-Chengchiatun
Railway, contained a provision for the flotation of
bonds of the contemplated loan in New York, as well
as in London and Paris. And I have conceived that
in that fact there may be a concrete indication of a
desire, on the part of Japanese financial interests, to
seek the cooperation of American finance—either of
the Group which already possesses certain rights in
regard to the construction of a line from Chinchou,
via Tsitsihar, to Aigun, under the Preliminary Contract
of October 6, 1909, or of some other American bank
or syndicate which might be found ready to participate
in industrial undertakings in Manchuria.

My inquiry is of necessity rather vague, and of
course wholly informal, as T am only very imperfectly
informed as to the scope and character of the conces-
sions for the construction of railways in South Man-
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But as regards the practical side of the question in
applying the said principle of co-operation to railway
enterprises in South Manchuria and Eastern Inner
Mongolia, it is more desirable that I shall be allowed
to reply at a later date upon further consideration on

account of the special position enjoyed by us in the
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said regions.
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It is true that there is in the Ssupingkai-Chengchia-
the

Yokohama Specie Bank in December, 1915, a provision

tun Railway Loan Agreement concluded by

authorizing the said bank to float the whole or a part
of the loan in London, Paris or New York. With
regard to this loan I have ascertained that the total
sum was only five million yen and the bonds covering
it were already issued in home market in May last.
The above mentioned loan agreement has its origin
in an engagement made by the Chinese Government
in October, 1913, in favour of the Imperial Govern-
ment, which provides that the Chinese Government
will construct the railway lines:
(1) Ssupingkai-Chengchiatun-Taonanfu, (2) Tanoanfu-
Changchun, (3) Kaiyuan-Hailung with the fund to be
supplied by Japanese capitalists, and that, when the
Chinese Government the
railway lines: (1) Taonanfu-Jehol, (2) Hailung-Kirin

will in future construct

with Foreign capital, it should first negotiate with
Japanese capitalists for funds required.

Besides the last mentioned engagement, the Japa-
nese Government secured from China in May, 1915,
a general preferential right concerning railway in-
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Peking January 20, 1917.
My dear Colleague,

I have read with great interest your letter of the
3rd instant on the subject of the possibility of co-
operation between the financial interests of our two
countries in railway undertakings in China and now
have the honour to address to you the following by

way of a reply of personal character.

vestments in South Manchuria and Eastern Inner
Mongolia.

Further I may add that, for all the lines other
than that between Ssupingkai and Chengchiatun which
has a very short length of some fifty miles only, no
loan agreement has ever been concluded or is being
negotiated by Japanese capitalists.

I believe the above informations are exactly what
you want to know and hope that they will serve your
purpose.

With regard to the general principle of co-opera-
tion between Japanese and American capitalists with
the object of developing natural resources in China,
I may assure you most positively that I share the
sentiment so spontaneously expressed in your letter.
But as regards the practical side of the question in
applying the said principle of co-operation to railway
enterprises in South Manchuria and Eastern Inner
Mongolia, it is more desirable that I shall be allowed
to reply at a later date upon further consideration on
account of the special position enjoyed by us in the
said regions.

In the meantime, I should be very much obliged
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if you would be good enough to furnish me with
sufficient information regarding the scope and character
of the railway agreement recently concluded by the
American International Corporation with the Chinese
Government together with an explanation as to whether
there is any possiblity of co-operation for Japanese
capitalists in the undertaking provided therein.

With the assurance of my highest
regards, believe me, my dear
Colleague, Yours very sincerely,
(S8’d) G. Hayashi
(M1 1D

Nijplth

| @i |- REEHEFEREGE 1 > ERPRE

MK IEFATKIREE I B> B 8~

Legation of the United
States of America, Peking,
January 29, 1917.
PERSONAL
My dear Colleague,
I beg to acknowledge and to thank you for the
very interesting letter of the 20th instant, in which

you so frankly set forth your personal views in reply

sidered views as to the point so raised. I of course
take it for granted, and believe that you will agree
with me, that any subsequent undertakings entered
into by your Government would not be maintained to
have impaired any previously existing rights of other
nationalities, such as those conferred by the Prelimi-
nary Agreement of October 2, 1909, in regard to the
Chinchou-Aigun Railway.

In response to your request for sufficient informa-
tion regarding the railway agreement recently con-
cluded in hehalf of American interests, I shall take
pleasure in requesting Messrs. Siems-Carey & Com-
pany to forward to you a copy of their contract of
May 17th last, for such use as you may care to make
of it.
of the Preliminary Agreement of October 2, 1909, but
As 1

find that our Legation has no copies of the Agreement

I imagine that you have in your files a copy
if not, I should be happy to furnish you one.

of October, 1913, to which you make reference in your
letter, might I with propriety ask if you would be
good enough to let me have a copy?

I shall be greatly pleased, at any time, to continue
informal discussion of these matters upon which we
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to my informal inquiries as to the possibilities of
cooperation between American and Japanese capital in
the development of railways in Manchuria.

I have noted with interest the fact ‘“‘that, for all
the lines other than that between Ssupingkai and
Chengchiatun which has a very short length of some
fifty miles only, no loan agreement has ever been
concluded or is being negotiated by Japanese capi-
talists’.

I also note that with respect to the remaining
alignments dealt with in the Agreement of October,
1913, as well as to other possible railway enterprises
in Southern Manchuria, you think it more desirable
“to reply at a later date upon further consideration
on account of the special position enjoyed by us in
the said regions”. I confess that your statement would
come to me with a sense of surprise were it your
intention to imply a doubt as to whether the specific
concessions and rights held by your country, of which
its legal position in that region is made up, would
permit of the participation of American capital in
particular enterprises there; and I look forward with
much interest to the opportunity to learn your con-

are having an exchange of opinions.
With the assurance of the highest regard, I remain,
dear Baron Hayashi,
Very sincerely yours,
(SD) Paul S. Reinsch.
His Excellency
Baron Hayashi,

The Japanese Minister,
Peking, China.
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HOTEL ASTOR
New York City
March ninth, 1917.
My dear Mr. Stone:
During some months past we have been discussing
the possibility of arranging a basis for cooperation
between the American International Corporation and

the Industrial Bank of Japan. In this connection two
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specific propositions have been discussed ; one covering
hydro-electric development in Japan, and the other
concerning our jointly financing the improvement of
the Grand Canal.

two enterprises are still in progress, and it is to be

Negotiations with regard to these

hoped that satisfactory and profitable business may
result. As you know, I am about to return to Japan.
I am advised that my Bank has, with the Bank of
Korea, the Bank of Formosa and the Yokohama Specie
Bank formed a syndicate for Chinese business. It
occurs to me, therefore, that it might be mutually
advantageous if, in addition to our endeavours to deal
with the two enterprises mentioned, the Industrial
Bank of Japan on behalf of itself and its associates,
should come to a more general understanding as to
cooperation with the American International Corpora-
tion.

You have verbally expressed to me your views as
regards a general understanding. I quite appreciate
that you feel it inadvisable for the American Interna-
tional Corporation to enter into any commitment which
might prevent you from making such arrangements as

might from time to time seem to you desirable and
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expedient. On the other hand, we believe that there
will be a number of enterprises in Japan and in China,
in which, from our point of view, cooperation hetween
Japanese and American interests would be desirable.

1 should like, therefore, to suggest the following
as points which might cover the relationship between
the American International Corporation and the In-
dustrial Bank of Japan on behalf of itself and its
associates.

1. In case the Industrial Bank of Japan and/or
its associates should desire to interest American capital
in investments in Japan, or in case the Industrial Bank
of Japan and/or its associates should desire cooperation
of American capital in investments, or in financing
enterprises, in China, the Industrial Bank of Japan
and/or its associates will in the first instance approach
the American International Corporation.

2. In case the American International Corporation
should desire the cooperation of Japanese capital in
in which the A-
merican International Corporation may be interested,

connection with business in China

the American International Corporation will in the
first instance approach the Industrial Bank of Japan

we hope that the general understanding suggested in
this letter may be considered to be in effect, although
until the conclusion of a more formal agreement, it
shall be considered as terminable at the will of either
party.

I believe that an understanding of this sort would
serve to obviate certain embarrassments which might
otherwise arise and that it would, for this and other
reasons, prove to be mutually advantageous.

I trust that you will concur in this view.

Yours very truly,
(Signed) Ono
Vice President
of the
Industrial Bank of Japan.
Charles A. Stone, Esquire, President,
American International Corporation,
No. 120 Broadway, New York.
(€02 TRD)
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March ninth, 1917.
My dear Mr. Ono:
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on behalf of itself and/or its associates.

3. In case the American International Corporation
should be approached by Japanese interests other than
the Industrial Bank of Japan or its associates, with a
view to inducing the American International Corpora-
tion to invest in or undertake business in Japan, or
to cooperate with such Japanese interests in China,
or in case the American International Corporation
should itself desire to enter into arrangements for
business in Japan with interests other than the In-
dustrial Bank of Japan or its associates, the American
International Corporation will, before entering into
arrangements with such parties, fully discuss such
matters with the Industrial Bank of Japan.

From our point of view we should like to have
an understanding on the above lines for a term of
three years. We quite understand, however, that until
we have actually worked together in some enterprise,
you may not wish to make a definite commitment for
such a period. We should be glad, however, to feel
that, pending the conclusion of a specific arrangement,
we are at least agreed in principle as to the desirability

of cooperation on the basis named. In the meantime,

I beg to acknowledge receipt of your letter of even
date in which you refer to our discussions regarding
cooperation in the hydro-electric development in Japan,
and in connection with the improvement of the Grand
Canal in China. In your letter under acknowledgment
you also advise that the Industrial Bank of Japan,
with the Bank of Korea, the Bank of Formosa and
the Yokohama Specie Bank in forming a syndicate for
Chinese business, and proposed the basis for a general
understanding between the Industrial Bank of Japan
and its associates, and the American International
Corporation, for business in Japan and in China.

You of course understand that the American In-
ternational Corporation has already entered into certain
arrangements with the Chinese Government, and as we
have clearly stated to you, while we should ourselves
be glad to cooperate with Japanese interests for the
improvement of the Grand Canal, we must first receive
the approval of the Chinese Government before we
shall be in a position to arrange for such cooperation.
We hope, however, that this may soon be arranged
and that it may be possible, with the approval of the
Chinese Government to cooperate in other enterprises

=



®

You understand, of course, that the A-
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in China.
merican International Corporation does not wish to enter
into any commitment with Japanese interests which
will preclude it Yrom entering into such other arrange-
ments with other financial interests as may from time
to time prove to be desirable or expedient. Insofar
however, as cooperation between the American Interna-
tional Corporation and Japanese interests in China is
concerned, and as regards business to be undertaken
by the American International Corporation in Japan,
I am in entire accord with you as to the desirability
of an understanding being reached between the In-
dustrial Bank of Japan and its associates, and the
American International Corporation along the lines
which you suggest, viz:

1. In case the Industrial Bank of Japan and/or
its associates should desire to interest American capital
in investments, or in financing enterprises, in China,
the Industrial Bank of Japan and/or its associates will
in the first instance approach the American Interna-
tional Corporation.

2. In case the American International Corporation

should desire the cooperation of Japanese capital in

commitment for such a period.

Pending the conclusion of a specific arrangement
I feel that we are agreed in principle as to the desir-
In the
meantime we shall be glad to regard the general

ability of cooperation on the basis named.

understanding proposed in your letter as in effect, it
being understood as you suggest, that, until a more
formal agreement is reached along the lines proposed,
it shall be terminable at the will of either party.

It has been a great pleasure to meet you and to
discuss with you during recent months the prospect

for cooperation between Japanese and American in-
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connection with business in China in which the A-
merican International Corporation may be interested,
the American International Corporation will in the first
instance approach the Industrial Bank of Japan on
behalf of itself and/or its associates.

3. In case the American International Corporation
should be approached by Japanese interests other than
the Industrial Bank of Japan or its associates with a
view to inducing the American International Corpora-
tion to invest in or undertake business in Japan, or
to cooperate with such Japanese interests in China,
or in case the American International Corporation
should itself desire to enter into arrangements for
business in Japan with interests other than the In-
dustrial Bank of Japan or its associates, the American
International Corporation will, before entering into
arrangements with such parties, fully discuss such
matters with the Industrial Bank of Japan.

We quite understand that from your point of view
you would like to have an understanding on the above
lines for a term of three years. We feel, however,
that until we have actually worked together in some

enterprise, it might not be wise to make a definite

terests. We trust that it may be possible to work out
some satisfactory and mutually profitable basis for
undertaking the water power development, and for
cooperation in financing the improvement of the Grand
Canal, which are now under consideration.
Yours very truly,
(Signed) Stone
‘ President
Yeijiro Ono, Esquire, Vice President,
The Industrial Bank of Japan,
Hotel Astor, New York.
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