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Reginning from Vol. IV, this bulletin will be mnde more substantial
by the inclusion of foreign trade and commodity price statistics, which
heretofore have been published in our Monthly Review, and additional
economic data of significance. The subscription price will remain at $3.40
per snnum. For the benefit of our subscribers, a joint snbsecription of the
Monthly Review (in Ohinese) nnd the Bulletin may be wade at the special
price of $5.00 per sunnm.
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Currency
Central Reserve Bank Bill Passed

‘The bill for the establishment of a Central
Reserve Bank, which will mark an important era
in China’s financial reforms, was approved by the
Legislative Yuan on June 25. It conaists of twelve.
ohaptemwdslarﬂokaln addition to twelve
artioles of *“transitional laws.”

Currency Reforms in Kwangtung

In order to unify the monetary system, the
Central authorities have fixed the legal rate of
exchange between the National currency and
Kwangtung currency. at 1:1.44. An official order
to this effect was issued on June 20 in the name of
the Ministry of Finance by Mr. T. V. Soong,
member of the Standing Committee of the National

Eeonomie Council. The following is a full tmns-
lation of the order:

. “Tn August of last year this Ministry, ia order
to readjust the Kwangtung and etabilize

. the rate of exchangs, petitioned (the Central

authorities) and was permitted to issue a Kwang-
tung Currency Reud;ustmentLoa.no(Slmnul-
lionstostrengthonphemnﬂtymagdmthé
Kwangtung Provincial notes. The Ministry also
petitioned (the Central suthorities) and was per:
mitted to enforce two provisional measures stipu-
lating that the rate of exchange between legal
tender notes (fa ¢¢) and Kwangtung provincial
notes must not exceed the ratio of 1:1.50.

Since the announcement acd enforcemept of
these measures, the exchange value of Kwangtung
provineial notes has been extremely stable, &
phenomenon unheard of in the past.” Commodity’
prices have also become stable, financial markets
havebeoomewﬂve,a.ndindustrysndmnmé‘
have also revived. The rate of exchange should
thetefore be immediately fixed with & view &
completing the unification of the monetary system.
The following measures are specially adopted:
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l.—Beginning from Jaouary 1 of the 27th
year of the Republic (1988), all public-and private
business in Kwangtung, all receipts and payments
for purchase and sals transactions and all contracts
and agreements must be based on National currency
(Kuo g8). Thereafter, any receipt and payment
and any oontract and agreement concluded on the
basis of Kwangtung currency shall be null and
void.

2.—The notes issued by the Kwangtung Pro-
vineial Bank and the Canton Municipal Bank up
to June 19 this year amounted to $387,849,000,
Beginning from June 21 these notes shall be con-
verted into National currency at the rate of 1:1.44.
Up to the end of this year these notes may con-
tinue to be used according to the offieial ratio.
However, payments made in National currency
according to the official ratio must not be rejected.
Any person violating this porvision shall be seve-
rely punished.

8.—Beginning from this date, the Central
Bank of China, the Bank of China, the Bank of
Communications and the Kwangtung Provincial
Bank shall be responsible for the exchange of
National currency for the notes issued by the
Kwangtung Provincial Bank and the Canton.
Municipal Bank in accordance with the official
ratio; and also shall be reponsible for the destruc-
tion of notes received by them in exchange.

4.—The Canton branch of the Curreney Ree
serve Board shall maintain the ratio of cash reserves
previously prescribed to be held for those
provincial . notes which have not yet been
withdrawn.

. The above-mentioned measures, besides being
communicated to the Kwangtung Pacification
Headquarters, the Kwangtung Provincial Governe
ment and the Canton Municipal Government for
public announcement, are submitted to the he-
outive Yuan for record.’?
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Mec_uures for Enforcement

A get of measures, attachied to the -ordery
Governing the enforcement of the currency reforms-
in Kwangtung is announced as follows:

1.—The Canton branch of the Currerey Re-
serve Board shall announce on June 21 this- year
the total amount of Provincial notes already issued
and the total amount of cash reserves therefor up
to June 19.

2.—~Following announcement of the total
amount of provineial ndtes already issued, ro furs
therProvineinlnotasmaybeimuedintbefptnm.

3.—Beginning from June 21 this y2ar, the
amount of Kwangtung Provineial notes withdrawn
by the Central Bank of China, the Bank of China
and the Bank of Communications shall be forward=
ed daily to the Canton branch of the Currercy
Reserve Board and credited to their respective
accounts. Out of the cash reserves against notes
withdrawn, the Canton branch (of the said Board)
will apportion the actual amount in the tressury
among these three banks and transfer same to
their respective accounts. Any deficits in the
security reserves shall be made up with bonds of
the Kwangtung Currency Readjustment Loan.
The cash reserves not yet transferred to the
acoounts (of the three banks) shall be used as re-
serves for Kwangtung provincial notes still in
circulation and shall be placed in the custody of
the Canton branch of the Currency Reserve Board.

“#.—The notes withdrawn by the Kwangtung
Provincial Bank shall be handed over daily to"the
Canton branch of the Central Bank of China for
transniission to the Canton branch of the Currenoy
Reserve’ Board.

5.—~The amount of provincial notes withdrawn
bythecantonbmncbes of the Obntral Bank of
Chifin, the Bank of China and the Bank of Come
munications and the amount of specie reserves
received shall be reported daily to their respective
head offices for transmission to the . Ministry of
Finance t.hrough the Currency Reserve Board.
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6.—The Canton branch of the Currency Re-
gerve Board shall submit daily reports to the Cur-
rency Reserve Board showing the amount of Pro.
vineial notes withdrawn and the amount of cash
reserves transferred. The Canton branch shall also
publicly announce in the newspapers of Canton
semi~rnonthly the amount of notes withdrawn.

7.— The Canton branch of the Currency Re-
gerve Board, after announcing the améunt of Pro-
vinelal notes withdrawn, shall cut off the corners
of such notes and forward the notes so out to the
Kwangtung Provincial Bank for examination and
preservation. It shall also report the matter to
the Kwangtung Provincial Government for record.
The corners out off from the notes shall be for-
warded at the end of each month to the Currency
Reserve Board for inspection and destruction. Re-
ports thereon shall be submitted to the Ministry of
Finance by the Currency Reserve Board.”

Government Finance

National Budget Adopted by
Legislative Yuan

The 108th meeting of the Legislative Yuan
was held on June 26 under the chairmanship
of Mr. Sun Fo, President of the Yuan, with 61
members in attendance.

In accordance with the joint report of the
Finance, Economic, Legislation, Foreign Relations
and Military Affairs Committees, the National
Budget for the 26th fiscal year (July 1, 1987-June
80, 1988), balanced at $1,000,849,496, was adopted.
It wes decided that in accordance with the joint
report of the five Committees, the following four
recommendations be submitted together with the
National Budget to the National Government:——

1.—Special Fund for Recontruction
pirposes.—(A). In accordance.with Article 5
of the present Budgetary Regulations, ‘the Na-
tional and Local Budgets shall be divided info two
kinds, namely, general accounting and business

10
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accounting’’. Submmionotthobudgetesﬁnmte
only of the Special Fund for Reconstruction ex-
penses to the Legislative Yuan for Referenc8 being
at variance with the present-budgetary laws and
ordinances, it is recommended that a (detailed)
budget of the Special Fund for Reconstruction
purposes be aleo compiled and forwarded foﬂm
Yuan for consideration.

(B.) It is amlso recommended that, in ae-
cordance with the Budgetary Law enforced.on July
1, 1984, this Special Reconstruction fund be also
embodied (in detail) in the General National
Budget; those parts which ought to be kept secret
to be withheld fromn promulgation in ‘accordance
with Ttem 2 of Article 46 of the Budgetary -
Law.

2 —Budget for State Enterprises.—The
budget for State enterprises has so far not been
compiled. It is recommended that, beginning
from the 27th fiscal year, a budget for State Enter~
prises be compiled and forwarded to the Yuan for

" congideration in accordance with Law.

3.—Budgets of Boxer Indemanity Re-
funds and other Special sinking fuads—It
is recommended that, beginning from the 27th
fiscal year, the budgets of the various Boxer In-
demnity Refunds and other special sinking funds
be also compiled and forwarded to the Yuan for
consideration in accordance with Law.

4. —Financial Affairs Expenses.—The
ordinary and extraordinary Financial affairs ex-
penses in the National Budget for the 26th fiscal
year amount to §69,282,090, being 6.92% of- the
total expenditure. Besides the Military expenses
and Loan service obligations the percentage of
Financial affairs expenses is the highest. It is
recommended that reductions be made in order
to curtail expenses.

In accordsmoe with the joint report of the

-Finance, Xoonomie, Legislation, Foreign Relations

and Military Affairts Committees, the lst Sup-
plementary National Budget for the 25th fiscal year
(July 1, 1986-June 80, 1987), balanced at -
$79,911,626,88, was adopted.
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1.—Customs Revenne .......... cosensaness..§ 888,222,816
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®E® ‘
&—lbbnmo and Wine Taxes.....cccovnneen 20,964,881
P " R 14,800,000
: % =
5.~Consolidated TAX .....c « cveeacosesenns 175,617,650
W B
6. —Mining TAX ...ccecoecerecnrarsscsnnncas 4,751,688
o W
y x Exnhm?a Tax and Tax on
Exchange Transactions in stocks
and commodities .........coererseeees 170,000
Fr & %
8.~Income TAX ....coeeissesncrecrngssonaenss 25,000,000
& %
9.~Inheritance Tax (new) ..... E— 2,000,000
®IiTHR
10.—Tax on Banknote Ts8ues .......cceeuees 1,600,000 -
B EKA '
11.—Govenment Property Receipts.......:. 8,985,479
v EAERKA
12.—Government Enterprise Receipts ..... 28,428,015
EBRAgTEKA
18.~Government Administrative Receipts 18,888,159
UER E 3.8
14.—Surplus from Government Business ,
Eoterprises .....c.c.cevcecrennnesenses 16,078,787
% %% A
16.—Remittances from  Provineial :
Go'am .......... *9s0sesgeroncere . . 3,”0,040
o R A
-16.~-Miscellaneous Receipts......couvieenee « 10,950,740
P 1 TR,
GRAND TOTAL.....ccrrerreesnsressessaresasionans

[ ] % it GBRAENS
EXTRAORDINARY ToraL PeroENTAGE
$ 81,044,708 § 369,267,522  86.90%

129,900 °+228,625,668 2385%
83,261 21,046,642 2.10%
11,800,000 1.18%

176,617,660  17.56%

4,751,688 0.48%

170,000 0.03%

25,000,000 2.50%

2,000,000 0.20%

1,600,000 0.16%

158,484 4,148,918 0.41%
711,292 24,184,307 241% .
8,985 13,847,004  1.38%
16,078,787 1.61%

814,000 8,680,040 0.37%
88,440,610 99,391,850  9.98%
................ oo $1,000,649,498  100.00%
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* 4 R &8 ER
Bl 28 = % | B & ot HRUTD
ExPENDITURE Orpmiary ExrtRAORDIMARY  Toran Peromsrach
X ¥R
1.—Party EXpenses....ccceuqeseseees T $ 6,922,800 § 888,640 § 7,811,440 0.78%
o % R -
2.—Expensea for the National Gover-
ment Commiitee and organs J .
directly subordinate to if............ 17,880,288 582,808 17,962,646 1.79%
—Military Bxpe-ses......ocorimmmrreercs 963,490,952 80,000,000 893,499,962 . 89.92%
AR
4.—Interior Affairs Expenses...c.c... ... 5,608,982 582,000 6,188,982 0.62%
% i
5.—Foreign Affeirs Expenses... . 8,088,083 497,783 9,485,816 0.94%
e_mmauﬁmu EXponses............ 68,867,826 864,264 69,282,000  6.92%
BERHXhR
—HEducation and
AL S K P SRS 42,878,717 55,8561 42,984,868 4.29%
o R
8.—Judicial Expenses.........ce0nees waeestos 2,854,887 1,961,012 4,815,849 0.48%
E
9.—1&5&&1‘% m ------------ s’m,sso w,m 8‘072,812 0. 81 %
10.—00?n:?nmaam Affairs Expenses... 4,915,726 140,870 5,056,595 0.61%
1 MSM und Tibetan Affairs
—Mor
EXPONBes...ceeeeress verersnrsssssaneane 2,276,862 224,000 2,600,862 . 0.25%
#b
12.—8ubai&.i”af ................................. 16,669,028 15,856,068 81,015,076 8.10%
18.—00?61:&?10:: and Awards............ 6,878,497 6,878,497 0.67%
it ¥ »
14.—Loan Service Obligations............... 824,698,764 824,698,754" 82.456%
BERREEKES '
16 king
..................................... 70,000,000 70,000,000 7.00%
16 —M M Q‘ﬂo ............ sacsssas &m,m &mm 0.80’
17.—&%::&"33333&. ...... cevresasares 4,751,907 4,761,907  047%
B e "
GRAND TOTAL....c.ccuecerssesnnnnens sesvassssansasssssssssassasass .. $1,000,649,496  100,00%
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Part II: In Foreign Countries
Currency
Financial Crisis in France

London, June 10. France’s economic and
financial situation bids fair again to become front-
page news following indications that the coffers of
the French Treasury are seriously depleted.

Recont sharp fall in Rentes, with the weakness

-in forward frines, discounts on which widened to-

day to 100 centimes for one nionth and 300

- centimes foir three' months’ oompared with 87 and

284 ‘centinies respectively yesterday, amply reflect
the prevailing nervousaess.

That which is arousing very considerable dis-
cussion is how the French Governnient proposes to
borrow to meet maturing obligations. It is pointed
out that pregent conditions rule out the possibility
of forther public loans and therefore it wonld
appear that the Premier, M. Leon Blum, may be
forced to abandon the Popular Front slogan of
“No increase in taxation.”” _

Some circles believe that even increased taxa-
tion would rot bridge the huge gap between
revenue and expenditure, and they regard inflae
tionary mensures, such as the issne of bills for
financing public works, as unavoidable. This in
turn, it is maintained, would ultimately lead to
further devaluation.

Measures to deal with
Financial Crisis in France

Since the Government’s finazoial programme
bill was carried by both houses of Parlisment, the.

-Council of Ministers adopted on June 80 a decree

including the followmg points:

1.. Abolishes the limit (gold content of the
frane limited to 48 to 49 milligrammes of gold,
0.900 fine) set by the Monetary Law. of October 1,

‘ 1936 on the weight of gold in the frane.
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