Mémoire left at the State Depurtment on the 7th December,
provided thet the United States Govermment are prepared to
take pareliel sction to support the Chinese currency at the
same time.

The United States Government are aware thnt Hias
Mejesty's Government have slready sllocsted to China sbout
500,000 of credits which will become availsble when the
Export Guarsntee 5111 is pessed. In addition to this it is
proposed to enrmark further substantial smounts to assist
Chinese Government purchsses in the United Xingdom though

this must of course on no account be disclosed to the

Chinese at present. His Kajesty's Covernment consider that
this should be regarded ae thelr counterpart to the
commerciel credits granted by the United sStates Government
last month.

The Chinese Government meanwhile continue to preses
His Msjeaty's Government om the propossl for o guaranteed
contribution of 23,000,000 to the projected currency
ptabilisetion fund and attach partioculsr imporiance to
thie form of mssistunce. Prom information now in their
posseasion His Mejesty's GCovernment think the time hss
come when sction of this kind might have the maxisum of
effect with the minimum of risk. Already the tone of the
United States note =nd the decislons to give credits have
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Majesty's Government, be expected to be much Mw.
loreover, the confidence of the Chinese in their
ability to hold out and their morale generally would be
enormously strengthened by such a gesture which might
indeed prove the turning-point in the whole struggle and
lead to the salvation of United Sgetes and British
commercial interests. Furthermore, the psychologiesal
effect of this move might well show itself in sn increased
resiliency of the Chinese doller, thus reducing the risk of
the contributions to the stsbilisation fund being lost.
Nor can the fear of the real danger be excluded
lest, if nothing on these lines is done, the Chinese
might be tempted to despair and make terms with the

Japanege at United States and British expense. His
Hejesty's Government ere accordingly snxious to take this
action but they could not aet slone. If the United States
end His Majesty's Government act in harmony the danger of
adverse Japanese¢ politicsl reactions affecting foreign
intereats in China would be minimized and the possibility
of meintaining the "open door" would be increased.

His Majesty's Government are fully aware that the
Upnited States contribution in the form of (-; silver

purchases and (b) the recent twenty-five million dollars
eredit far exceeds the contribution which His Majesty's

Government/




proposed. E¥Yin
- The procedure being considered by His Majesty's
Government is to gusrantee the Hong Kong and shanghai
Bank sgesinet loss but His Majesty's Govermment recognise that
eny parsellel sction by the United States Covernment might

have to tske a different form. His Majesty's Government
do not regard it as eszsential that the amount of asel stance
granted by the United Sgates Government should be identioal
with the smount which His Majesty's Governmeant propose to
guarantee. The essentlal points, in the view of His
Majesty's Covernment, ars thot 1t should be mude olear that
the section 1s belng taken by both governments to meintain
their reapective interests in China which would be seriously
threatened l;y a collaspse of the Chinese currency, and
that the proposed asslistance and encouragement should be
given to China at a very esrly date.

Hies Majesty's CGovermment hope that the United
gtates Oovernment may feel able to take parallel action
of the kind suggested. They would, moreover, be grateful
for a very eerly reply.

BRITISH =MBASSY,
WASHINGTON, D.C.,
January 6th, 19359,




