HR70-14

9« FKOREA. Chinese captured recontly in Xorea repord derensi'n misaien:
Thinese Tommmist prisoners of war osptured In both the wesf-central and
east-oentral sectors have reported that their units were asgigned a de-
fensive mission. Ome prisoner from the newly-identified 67th Army in
epsf-central Korea stated that his battalion's miseion was to defend for
approximately oné month beginning on 10 September, while a prisoner fronm
the west-central front stated that his army =- the Li2nd -- was to defend
for a month wnti}] bridges in the rear areas oould be repaired and tke front
line wnits resupplied. The latter prisener stated that following this an
offensive was to be launched to drive UN foroes to the 38th parallel.

+ Comment: Thése umconfirmed reporta afe wmigue in that this is the
first mention of dn additional defensive périod prier to the launching
of an offensive. Of equal interest are the allegations that additional
supplies are needed by the fromt line units and tho.t tﬁe ob;joctLvo or tho
coming offensive is the 38th parallel.
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On the basis of currently accepted information, Commmist forces in
Korea are still believed capable of lawnching a powerful, sustained of-
fensive where and when they choose.

10.

11. North Koreans reportedly exoluded from polioy role at Emesong:| |
: North Korean

| :
Communist leaders have been deprived of authority to make decisions
soncerning the Kaesong truce talks® by the ¥new Sino-Soviet mission."
Previously, North Koreans were allowed to participate as equals while

" the "Chinese Commumist Political Mission" (om the Kaesong talks), mow
repertedly in Manchuria, was in Korea. F l

Comment: No oconfirmation has been received concerning either a Chinege
politToal mission or a joint §ino-Soviet mission in Koreae It is believed
that decisions on Comuxumist polioy in Korea originate with the senior part-
ner-=the USSR~-and are carried out jeintly by the North Koreans and Chinesg
Communists.

12. ROK suggests new counter-inflation msasure: The ROK Ministry of
Finance, In expsctation of Iull or partial dollar settlement of their lwrge
won loan to the UN military commend in Koreéa, antiocipates issuing dollar
Ponds (two years maturity at two percent) to be subscribed for and paid in
won. These bonds will be secured by US dollars derived from such a repay-
®ent. The bonds will have the dusl effect of further attempting to stem

ngtim investor against further won devaluation. [j """" J

_ Conment: This suggestion by the ROK Ministry of Finance is notewbrthv
and sensible, The US Misaion in Korea has recently emphaszized the sincere!
effort being mande by the ROK Government to bring the present ruinous infla~
tion wnder control. ;
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