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Scope Paper 

HONG KONG 

Secretary Kreps is the first Secretary of Commerce to visit 
Hong Kong since the visit of Secretary Stans in 1969. As a 
complement to her visit to the Peoplers Republic of China, 
the stopover will demonstrate that the U.S. continues to 
maintain an active interest in the developing non-Communist 
areas of Asia while working out a new relationship with the 
PRC. I 

The Secretary's visit will provide the opportunity for an 
official exchange of views on U.S./PRC/Hong Kong trade and 
investment possibilities, Hong Kong's role vis-a-vis the PRC, 
and China's role in the area. Further, it will provide the 
Secretary with an opportunity for direct contact with U.S. 
business interests in the area. Hong Kong officials, U.S. 
Consulate General officials, and U.S. business representatives 
will seek a report from the Secretary on her discussions with 
Chinese officials. There will be occasions for the Secretary 
to express her views on this and other issues in her meeting 
with Hong Kong's Gove r nor and Financial Secretary, in her 
speech at the American Chamber lunch which U.S. officials 
and U.S. business representatives will attend, and in the 
press conference following the lunch. 

Because Hong Kong has virtually no trade restrictions and 
welcomes fdreign investment on a national treatment basis, 
the United States does not have the kind of trade and invest­
ment problems with Hong Kong that it has with countries which 
have restrictive regimes. The United States does have prob­
lems, however, with Hong Kong's exports to the U.S. of t e x­
tiles, non-rubber footwear, and a few other goods to a l e sser 
degree. These matters will no doubt be raised by Hong Kong 
o fficials , but any detailed discu ssion s houl d be d eferred to 
technical negotiating sessions. Position papers on textiles 
(Tab N) and non-rubber footwear (Tab O) are included in the 

Hong Kong book. 
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Major U.S. Objectives 

(1) To express the United States' continued interest in trade 
and investment relations with Hong Kong and to emphasize that 
the Administration will keep any U.S. import restraints on 
Hong Kong's exports to the minimum necessary to preverlt dis­
location of the U.S. domestic market. 

(2) To urge that Hong Kong be more forthcoming in the MTN and 
particularly, that Hong Kong adhere to the MTN codes (especially 
the subsidies code). 

(3) To brief the Hong Kong Government, U.S. officials and the 
resident U.S. business community on the progress of our trade 
discu~sions with the Chinese. 

Major Hong Kong Objectives 

(1) To stress the Hong Kong Government's concern over what 
it perceives as increased protectionism in the U.S. and other 
developed countries. 

(2) To emphasize that the roots of U.S. import problems lie 
within the U.S. domestic industries, particularly textiles 
and non-rubber footwear, and are not problems that can be 
attributed to Hong Kong's exports per se. 

(3) To underscore Hong Kong's unique role in PRC trade and 
to obtain a report on U.S. trade discussions with the Chinese. 

Issues the U.S. will Raise 

1. Hong Kong and the MTN. While we recognize that Hong Kong 
maintains an extremely liberal trade regime, we should encour­
age Hong Kong officials to be more forthcoming in this windup 
phase of the Multilateral Trade Negotiations. 

A. U.S. Position - The U.S. has tabled an industrial 
tariff offer in the MTN worth approximately $1 billion 
in terms of Hong Kong exports to the U.S. In order to 
provide appropriate reciprocity, we believe that Hong 
Kong should adhere to the MTN codes, especially the 
subsidies code. We are also interested in revenue duty 
reductions and bindings for several products already 
raised in the MTN (as a fallback, we could consider a 
less-than-SO percent reduction or GATT bindings). 



B. Hong Kong Position - The value of the U.S. offer 
has been significantly reduced by subsequent with­
drawals, especially regarding textiles. Hong Kong 
cannot at present commit itself to the MTN codes. 
Hong Kong will give further consideration to the U.S. 
revenue duty requests. I 

Issues Hong Kong will Raise 

1. U.S. Restraints on Imports of Hong Kong Textiles. Two of 
the three White Paper issues (the setting of the 1979 maxi­
mum Hong Kong textile exports level and an anti-surge mechan­
ism) have been resolved with Hong Kong. However, the third 
issue--establishment of import levels in the 1980 through 
1982 ijeriod--must await consultations later this year. 

A. U.S. Position - Any discussion of how levels for 
Hong Kong textile exports to the U.S. for 1980-82 will 
be determined must be deferred pending agreement between 
the Administration and industry/labor advisors on the method 
of estimating market growth: The U.S. does not restrict 
imports from one country to benefit another. 

B. Hong Kong Position - Hong Kong needs an indication 
of how the 1980-82 import levels for Hong Kong will be 
determined. The White Paper twists the MFA goals. Hong 
Kong is concerned that its textile exports to the U.S. 
may be limited to make room for increased U.S. imports of 
textiles from the PRC. 

2. U.S. Restraints on Imports of Hong Kong Non-rubber Footwear. 
While imports of non-rubber footwear from Taiwan and Korea 
are limited by orderly marketing agreements, imports from 
Hong Kong have surged. There is little indication that 
the recently instituted certificate of origin system is 
serving to slowdown footwear imports from Hong Kong. 

A. U.S. Position - Imports of non-rubber footwear from 
Hong Kong must decrease substantially from the 1978 im­
port level to prevent disruption of the non-rubber f oot­
wear marketing agreements with Korea and Taiwan. Hong 
Kong must take steps immediately to decrease its shipments 
of non-rubber footwear to the U.S., or we will have to 
find alternative solutions. 

3 
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B. Hon~ Kong Position - Hong Kong statistics indicate 
that shipments of nonrubber footwear to the U.S. are 
decreasing. The certificate of origin system is suffi­
cient to lower U.S. imports of Hong Kong footwear to 
agr eed levels. 

CONF~L 
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HONG KONG TEXTILE EXPORTS TO THE UNITED STATES 

U.S. POSITION 

Any discussion of how levels for Hong Kong textile exports 
to the United States in the 1980-82 period will be $et must 
be deferred pending agreement between the U.S. Administra­
tion and industry/labor advisors on a method of estimating 
market growth. (Maximum Hong Kong textile export levels 
for 1979 were agreed · upon in the March 21 London under­
standing.) 

HONG KONG POSITION 

The 1Hong Kong Government may state that it needs an indica­
tion of how the U.S. Government intends to implement the 
White Paper commitments that imports in the 1980-82 period 
will be evaluated and adjusted annually in terms of the 
estimated domestic market growth rate. Hong Kong may also 
assert that the White Paper t~ists the MFA's goals. 

The Hong Kong Government may indicate its concern that tex­
tile exports from Hong Kong not be further limited to make 
room for increased imports into the United States from the 
PRC. 

TALKING POINTS 

We appreciate the Hong Kong Government's cooperation in 
reaching the March 21 understanding on the implementa­
tion of the agreement. We believe that the understanding 
serves the interests of both governments since it fulfills 
the MFA goals of orderly trade by: (1) providing the 
United States a mechanism to prevent surges, and (2) 
providing Hong Kong the assurance of a clearly defined 
call mechanism for categories "in the basket." 

We hope that the issue of annual import growth and 
levels in the 1980-82 period can be solved later this 
year as pragmatically as were issues in London. We will 
be studying this issue in the next several months and 
perhaps will informally exchange ideas with Hong Kong. 

We understand the Hong Kong Government's concern that 
its exports to the United States not be restricted to 
accommodate increased exports from the PRC. We wish to 
emphasize that the United States does not restrict im­
ports from one country to benefit another . 

DECLASS FIED 
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Position Paper 

HONG KONG TEXTILE EXPORTS TO THE UNITED STATES 

ISSUE: 

Two of the thr~e White Paper issues have been resolved with 
Hong Kong: the setting of 1979 maximum Hong Kong textile 
export levels and an anti-surge mechanism. However, the 
third issue--establishment of import levels in the 1980 
through 1982 period--must await consultations later this 
year. 

U.S. O~JECTIVE: 

We should avoid any discussion of how levels in the 1980 
through 1982 period will be set pending agreement between 
the Administration and industry/labor advisors on a method 
of estimating market growth. 

HONG KONG OBJECTIVE: 

The Hong Kong Government may seek an indication of how the 
United States intends to implement the White Paper commit­
ment that imports in the 1980 through 1982 period be 
evaluated and adjusted annually in terms of the estimated 
domestic market growth rate. Hong Kong may also assert 
t h a t _ t h e W h i ~~_!'__a,_p e r t w i s t s t h e M FA ' s go a 1 s . 

Further, the Hong Kong Government may seek assurance that textile exports 
to the United States from Hong Kong will not be restricted to make room 
for more textile exports to the United States from the PRC. 

U.S. TALKING POINTS: 

1. We appreciate the Hong Kong Government's cooperation 
in reaching the March 21 London understanding on the 
implementation of the agreement. That understanding 
is in the best interest of both governments since it 
fulfills the MFA goals of orderly trade by: 

providing the United States a mechanism to 
prevent surges, 

providing Hong Kong the assurance of a clearly 
defined call mechanism for categories "in the 
basket" 

Classified by ____ De_p a rt men t of St ate 
..C 9 NF I DENT I AL ~ub;sct to General Declassification 

·· • .,, c X!:cut ,vc Order 11 652 
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2 . We hope that the issue of annual import growth and 
levels in the 1980 through 1982 period can be solved 
later this year as pragmatically as were issues in 
London. We will be studying this issue in the next 
several months and perhaps will informally exchange 
ideas with Hong Kong. 

3. We understand -the Hong Kong Government's concern over the po1ssible 
impact of U.S.-PRC trade on Hong Kong's exports to the United States, 
particularly with respect to sensitive items such as textiles. We do 
not, however, restrict imports from one country- i'n order to benefit 
another. · 

BAC KGRO UNO: 

In consvltations completed in London on March 21, two of the three Whtte 
Paper g6a 1 s with Hong Kong were met: (1) setting of 1979 maximum export 
levels, and (2) an anti-surge mechanism. 

Hong Kong ·agreed "to assist" the United States by eliminat­
ing the specific ceilings on certain sensitive substantially 
unshipped categories and placing . them "in the basket." 
Categories in the basket are not subject to predetermined 
fixed ceilings, but to a consultation mechanism that enables 
the United States to set the ceiling if no agreement is 
reached during consultations. Hong Kong had feared that the 
United States might use this provision to roll back trade 
levels o f basket categories and in recent months has sought 
to establ i sh a more favorable mechanism. The new call 
mechanism provides that assurance to Hong Kong. The third 
White Paper provision, 1980 through 1982 import growth based 
on domestic market growth, will probably be discussed in 
consultations around September. 

Hong Kong is the largest textile and apparel supplier to the 
U.S. market and at 1 billion square yards equivalent its 
agreeme nt has the largest aggregate ceiling of all low-wage 
suppliers. (There is no aggregate ceiling for Japan.) 
Cotton, wool and man-made fiber textiles and apparel from 
Hong Kong were 16.6 percent of U.S. imports in 1978 and 26 
percent of total U.S. apparel imports. Cotton, wool and 
man-made fiber textile and apparel imports from all sources 
rose 15.3 percent in 1978 over 1977, while 1978 imports from 
Hong Kong rose 17.6 percent above the previous year. 
Apparel imports from Hong Kong grew by almost 12 percent in 
1978 over 1977 compared to apparel import growth from all 
countries of 17.7 percent. In data through January, Hong 
Kong filled 90.2 percent of its 1978 agreement aggregate 
ceiling and 93.5 of its cotton and man-made fiber apparel 
group ceiling. 

C QWF IQBN'.P IAI:. 
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Official Name: Hong Kong 

Hong Kong 
United States Department of State 
Bureau of Public A.ff airs 

December 1980 

PROFILE 

People 

POPULATION (1979): 5 million. AN­
NUAL GROWTH RATE: 2.6 %. POPULA­
TION DENSITY: 4,729 per sq. km.; 92 % 
urban . ETHNIC GROUP: Chinese 
(mostly Cantonese) 98 %. RELIGIONS: 
Majority are Buddhists and Taoists with 
a small Christian minority. LAN­
GUAGES: Cantonese, English. EDUCA­
TION: Years compulsory-9. 
Attendance-100%. Literacy-75%. 
HEALTH: Infant mortality rate-12/ 
1,000 (US=13.8/l,000) . Life expectancy-
73 yrs. WORK FORCE (2.2 million 1979): 
Agriculture-2.6%. Industry and 
commerce-70 . 7%. Services-18.6 %. 

Geography 

AREA: 1,061 sq. km. (404 sq. mi.). TER­
RAIN: Hilly, steep-sloped with excellent 
natural harbor; 13.5% arable, 8% urban, 
78.5 % uncultivable. CLIMATE: Tropical, 
but with seasons-cool, dry, and sunny in 
autumn, hot and rainy in spring. 

Government 

TYPE: British Crown Colony. 
BRANCHES: Executive-Governor 

(appointed by the Queen of England), 
Chief Secretary, and Executive Council. 
Legislative- Legislative Counci 1. 

Judicial-Full Court, Supreme Court, 
Court of Appeal, High Court, District and 
Magistrate Courts. 

SUBDIVISIO S: Hong Kong, Kow­
loon, and New Territories. 

SUFFRAGE: Limited to 200,000 to 
300,000 professional or skilled persons. 

GOVERNME T BUDGET (1978-79): 
$2. 13 billion. 

FLAG: Union Jack (UK). 

Economy 

GDP (1978 est. ): $13.8 billion. GDP 
GROWTH RATE (1978-79 est.): 12 ~. 
PER CAPITA I COME (1978 est. ): 
$3,000. 

NATURAL RESOURCES: None. 
AGRICULTURE: Products­

vegetables, pigs, chickens, fish. 
INDUSTRY: Types-textiles, cloth­

ing, toys, transistor rau ,os, watches, 
clocks, and electronic components. 

TRADE (1979): Exports-$11.9 bil­
lion: clothing and textiles (40%), elec­
tronics, toys. Partners- US (33%), FRG, 
UK. lmports-$19 billion: raw materials 
and semimanufactured goods, food, con­
sumer goods. Partners-Japan , China, 
us (12.1 %). 

OFFICIAL EXCHANGE RATE: The 
Hong Kong dollar (HK$5=US$1) is al­
lowed to float on the world market. 

FISCAL YEAR: April I-March 31. 
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Hong Kong has enjoyed a rapidly rising 
economy for many years, due mainly to 
the industriousness and ingenuity of its 
people and its receptivity to foreign in­
vestment. The flow of legal and illegal 
immigrants has been continuous from 
China, and more recently, from Viet­
nam. The population currently consists 
of about 98 % ethnic Chinese, and 2% 
other races, mostly European. 
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Cantonese is the Chinese dialect 
spoken by most of the Colony's popula­
tion, although English, the other offi­
cial language, is widely understood. 

Only 57 % of the population was 
born in Hong Kong. Nearly 40% of the 
population is under 20, and the median 
age is 24.8, compared to 20. 7 in 1970. A 
decline in the birth rate has resulted in 
a decline in primary school enrollment. 
Nearly 193,000 students attend kinder­
garten, more than 555,000 attend pri­
mary schools, and another 524,000 are 
enrolled in secondary schools. More 
than 102,000 young people and adults 
attend various institutions of higher 

Hong Kong 
(U.K.) 

- International boundary 

-- Railroad 
--- Road 

0 10 Kilometers 
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114°30' 

learning. The Hong Kong Government 
plans to provide a subsidized education 
for every child from ages 6 through 15 
by the end of 1980. Vocational training 
is increasing, with a fifth trade school 
scheduled to open in 1980. 

GEOGRAPHY 

Hong Kong adjoins the Chinese Prov­
ince of Guangdong on the southeastern 
coast of the Chinese mainland. It con­
sists of Hong Kong and Lan Tau Is­
lands, the Kowloon Peninsula, and 
more than 200 smaller islands. The is-



lands are hilly and steep sloped. The 
only significant flatland available for 
agriculture is located in the peninsula's 
"New Territories." Hong Kong's ex­
cellent natural harbor is bordered by 
the cities of Victoria and Kowloon, 
which together form the principal areas 
of urban concentration. 

Although situated 160 kilometers 
(100 mi.) south of the Tropic of Cancer, 
Hong Kong experiences sea3onal 
changes of weather unusual for the 
Tropics. Beginning in September, a 
monsoon wind blows from the north and 
northeast, bringing with it cool, dry, 
and sunny weather. In about mid­
March, this wind is replaced by a less 
strong monsoon blowing from the south 
and southwest which brings hot rainy 
weather. The average daily temper­
ature ranges from 13°C (55°F) to 17°C 
(63°F) in February to between 26°C 
(78°F) and 31 °C (87°F) in July. 

HISTORY 

British attempts to trade with China by 
sea began in the early 17th century, but 
the first successful venture was carried 
out by the British East India Company 
in 1699. Until 1834 the East India Com­
pany had a monopoly on British trade 
with China, which it carried on through 
the Qing (Ching) Emperor's specially 
appointed merchants at Guangzhou 
(Canton). 

Seriously worried by the increased 
use of Indian-produced opium in China, 
the Qing government, in 1839, at­
tempted to end the opium trade . The 
British retaliated, and the first Anglo­
Chinese (or Opium) War (1839-42) 
ended with the signing of the Treaty of 
Nanjing (Nanking) in 1842, granting 
Hong Kong Island in perpetuity to the 
United Kingdom. During the Arrow 
War (1850-60), the Kowloon Peninsula 
was occupied by British forces. The oc­
cupation was acknowledged shortly 
thereafter by a perpetual lease to the 
9-square-kilometer (3½-sq.-mi .) area, 
including Kowloon south of the present 
Boundary Street. This lease, granted 
by the Qing viceroy at Guangzhou, was 
made an outright cession by the Treaty 
of Beijing (Peking). The New Ter­
ritories, 949 square kilometers (365 sq. 
mi.) , were leased to the British for 99 
years in the Anglo-Chinese Convention 
of Beijing in 1898. 

Declared a free port in 1841 , Hong 
Kong developed as a warehousing and 
distribution center for British trade 
with southern China, but was later 
eclipsed in size and importance by 
Shanghai. Not until after 1949 did Hong 

Kong develop into the leading manufac­
turing, commercial , and tourist center 
that it is today. 

Aided by prudent fiscal policies, 
Hong Kong' s hard-working and imagi­
native people have created a standard 
of living matched by few developing 
areas. Life expectancy, Ii teracy , per 
capita income, and other figure s all in­
dicate Hong Kong's solid economic and 
social achievements over the last four 
decades. 

GOVERNMENT 

The Governor of Hong Kong, appointed 
by the Queen of England, is Com­
mander in Chief. The Chief Secretary is 
the principal adviser to the Governor 
and chief executive of the government. 
The government is also advised by the 
Executive Council, which is composed 
of 14 appointed members and is the ap­
proximate equivalent of a cabinet. 
British Acts of Parliament obtain only 
if specifically applied to Hong Kong. 

The Legislative Council (Legco) is 
presided over by the Governor, who 
also casts a vote. It currently has 4 ex 
officio, 15 official , and 22 unofficial 
members. All but the ex officio mem­
bers are appointed by the Queen or by 
the Governor under instructions from 
the Secretary of State. Legco enacts 
legislation and approves the budget. Its 
acts become law after approval by the 
Governor and the Queen, either of 
whom may disallow them. 

The judiciary is independent of the 
executive and legislative organs of the 
government in the performance of its 
official acts. Judges are appointed. 
English common law obtains in Hong 
Kong with certain local variations, 
mainly derived from Chinese custom. 

Administrative functions of the 
government are carried out by more 
than 40 departments under 6 cabinet­
level secretariats. 

Hong Kong Island and Kowloon 
(total populations 3.4 million) are ad­
ministered by an Urban Council (of 
whose 24 members half are elected and 
half are appointed by the Governor). 
The Urban Council has regulatory and 
licensing responsibilities similar to 
those of a city council in such areas as 
health , culture, commerce, and recrea­
tion. By contrast, the largely rural New 
Territories are administered by the 
Secretary for the New Territories and 
seven District Officers with political, 
executive, and liaison responsibilities. 

Hong Kong's foreign relations are 
the responsibility of the British Gov­
ernment, but considerable autonomy 

3 10 

TRAVEL NOTES 

Immigration and customs-Americans 
visiting Hong Kong are not required to 
have a visa for a stay of up to 1 month . 
Almost all goods can be imported duty 
free into Hong Kong except liquor, motor 
fuel s, cigarettes, and tobacco. 

Hotels-Hong Kong has a wide range of 
hotels to meet various personal tastes 
and pocketbooks . It is best to make res­
ervations well in advance as hotel space 
can be tight at certain times of the year, 
particularly in the first-cla ss, luxury 
hotel s. 

Transportation and communications­
Taxis are inexpensive and plentiful. 
Buses and streetcars provide a very inex­
pensive , if sometimes crowded, means of 
getti ng around the Colony, and the Star 
Ferry is a convenient way to travel be­
tween Kowloon and Victoria Island . 
Hong Kong has efficient domestic and in­
ternational telephone and telegraph 
service. Recently Hong Kong constructed 
a modern subway system. 

Health and medicine-Good medical 
facilities are available , and there are 
many We stern -trained doctors and den­
tists. 

Currency and banking-Hong Kong has 
an open-market exchange and it is easy t.o 
change money. The current rate is about 
US$1 = HK$5 . A full range of banking 
services is offered. 

Shoppin_q-Hong Kong is no longer as in­
expensive as it once was, but Hong Kong 
shopkeepers can supply almost anything. 
A wide range of Chinese handicrafts is 
available , and some tailors will still make 
a suit within 24 hours. 

has been permitted the Hong Kong 
Government in the area of commercial 
relations. 

Hong Kong is defended by units of 
the British Armed Forces under the 
Commander of British Forces. The 
Hong Kong Government contributes to 
the support of the forces and maintains 
the Royal Hong Kong Police and an 
auxiliary defense force. 

Principal Government Officials 

Governor-Sir Crawford Murray 
MacLehose 

Chief Secretary - Sir Jack Cater 
Financial Secretary-Sir Philip 

Haddon-Cave 
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READING LIST 

These titles are provided as a general indi­
cation of the material published on this 
country. The Department of State does not 
endorse unofficial publications. 

Beazer, William F. Th e Commercial Fu­
ture of Hong Kong. London: Croom 
Helm , 1979. 

Coates, Austin. Myse(f a Mandarin. 
Writing in Asia Series. Exeter, N.H.: 
Heineman Educational Books, 1978. 

Endacott, G.B. Hong Kong Eclipse. Alan 
Birch, ed. New York: Oxford Univer­
sity Press , 1978. 

Ho, H.C. Y. Th e F iscal System of Hong 
Kong. London: Croom Helm, 1979. 

Hong Kong: E conomic, Social, and Polit ­
ical S tudies in Development, with a 
Comprehensive Bibl iography. Tzong­
biau Lin, Rance P.L. Lee, Udo-Ernst 
Simonis, eds. White Plains, N.Y.: M.E . 
Sharpe, 1979. 

Hong Kong 1980. Dianne Wood, ed. Hong 
Kong Government Information Serv­
ices, 1980. 

Hong Kong 1980. U.S. Chamber of Com­
merce, annual. 

Hsia , Ronald . Ind11 strialization, Employ­
men t , and I ncome Dis tri bu tion: A 
Case St udy of Hong Kong . London: 
Croom Helm , 1978. 

Jao , Y.C. Ba nk ing and Cu rrency in Hong 
Kong : A Study of Postwar F inancial 
Development. London: Macmillan , 
1974. 

Leeming, Frank. Street Studies in Hong 
Kong: Localities in a Chinese City . 
New York: Oxford University Press, 
1977. 

Lindsay, Oliver . Th e Lasting Honour: The 
Fall of Hong Kong, 1941. London: 
Hamilton, 1978. 

Rabushka, Alvin. Hong Kong: A Study in 
Econom ic Freedom . Chicago: Univer­
sity of Chicago, Graduate School of 
Business, 1979. 

---- · Valiie for Money: The Hong Kong 
Budgetary Process . Stanford: Hoover 
Institution Press, 1976. 

A commercial attache at the British 
Embassy represents the Hong Kong 
Government in Washington, D.C. (tel. 
202-4 62-1340). 

POLITICAL CONDITIONS 

The Chinese Government has refused to 
recognize treaties made by the Qing 
government that apply to Hong Kong. 
The Chinese Government considers 
these areas Chinese territory tem­
porarily under foreign administration. 
Despite thiiS, the United Kingdom and 
China maintained relations after the 

View of the Hong Kong Harbor. 

founding of the People's Republic. 
Strong economic ties exist today be­
tween Hong Kong and China. Hong 
Kong continues to exist as a colony and 
free-trade area because all concerned 
find it advantageous to maintain the 
status quo. Hong Kong's residents con­
tinue to accept British administration 
because it assures their personal free­
dom and a high standard of living. For 
the Chinese Government, Hong Kong is 
a major source of foreign exchange, 
economic contact, and technical assist­
ance in the modernization of China. 

ECO OMY 

Hong Kong has little arable land and 
virtually no natural resources. The Col­
ony has therefore always been extraor­
dinarily dependent on foreign trade. 
Since the 1950s Hong Kong has de­
veloped into a center of light manufac­
turing and international finance. In 
1979 Hong Kong's total foreign trade 
was valued at $15 billion. Domestic ex­
ports were valued at $11 billion, of 
which 33% went to the United States. 
Reexports of goods from other coun­
tries were valued at $11 billion. Hong 
Kong imported goods valued at $17 bil­
lion in 1979, of which 12 % came from 
the United States. Goods imported 
from the United States included heavy 
machinery, office machines, and fruits 
and vegetables. 

The number of visitors to Hong 
Kong has steadily increased over the 
last 20 years . In 1979 an estimated 2.2 
million people visited the Colony. 
Earnings from tourism in 1979 were 
$1.2 billion. 

The Colony's economic growth has 
been aided by the government's 
laissez-faire policy of minimal interven­
tion in the economic process, low taxes, 
and a conservative fiscal policy. 

Operating with pay-as-you-go budgets 
which usually have surpluses of rev­
enues over expenditures, Hong Kong 
has generated substantial fiscal re­
serves. In 1979 government revenue 
was projected at $2 billion and expendi­
tures at $1. 7 billion . The Colony's esti­
mated gross domestic product in 1978 
was estimated to be $13.8 billion, for a 
per capita GDP of $3,000. 

Hong Kong has become a major 
center for investment, trade, and con­
tact with China. Over 600 U.S. corpo­
rations are located in Hong Kong, doing 
business not only with China, but with 
the rest of Asia as well. 

Hong Kong remains a transporta­
tion and communication hub for Asia. 
Its modern airport is served by 32 re­
gional and international airlines, and its 
port was visited by over 9,800 ocean­
going vessels in 1979. ■ 
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THE WH ITE HOCSE 

Dear Governor MacLehose: 

I am pleased to have the opportunity to convey 
to you through former President Gerald Ford my 
personal re.gards and my hope for continuing 
close relations with the people of Hong Kong. 

As a center of American business in Asia, as 
a trading partner, and as a first haven for 
thousands of refugees, Hong Kong holds an 
importance disproportionate to its size. 
I look forward to working with you to ad­
vance our common interests. 

Sincerely, 

His Excellency 
Sir Crawford Murr.ay MacLehose, G.B.E., K.C.M.G. 
Governor of Hong Kong 



WITHDRAWAL SHEET 
Ronald Reagan Library 

Collection Name 

LAUX, DA YID: FILES 

Withdrawer 

CAS 6/9/2010 

File Folder 

CHINA-FOREIGN RELATIONS-HONG KONG (UNDATED-
03/01/1982 

Box Number 

13 

FOIA 

M09-299/1 

COLLINGS 

3 

ID Document Type 

Document Description 

No of Doc Date Restric-
pages 

92238 PAPER 4 12/1/1981 

RE CHINA-HONG KONG RELATIONS 

Freedom of Information Act - (5 U.S.C. 552(b)] 

B-1 National security classified Information [(b)(1) of the FOIAJ 
B-2 Release would disclose internal personnel rules and practices of an agency [(b)(2) of the FOIA] 
B-3 Release would violate a Federal statute [(b)(3) of the FOIA] 
B-4 Release would disclose trade secrets or confidential or financial information [(b)(4) of the FOIA] 
B-6 Release would constitute a clearly unwarranted invasion of personal privacy [(b)(6) of the FOIA] 
B-7 Release would disclose information compiled for law enforcement purposes [(b)(7) of the FOIA] 
B-8 Release would disclose information concerning the regulation of financial institutions [(b)(8) of the FOIA] 
B-9 Release would disclose geological or geophysical Information concerning wells [(b)(9) of the FOIA) 

C. Closed in accordance with restrictions contained in donor's deed of gift. 

tions 

Bl 
B2 

B3 



WITHDRAWAL SHEET 
Ronald Reagan Library 

Collection Name 

LAUX, DAVID: FILES 

Withdrawer 

CAS 6/9/2010 

File Folder 

CHINA-FOREIGN RELATIONS-HONG KONG (UNDATED-
03/01/1982 

Box Number 

13 

FOIA 

M09-299/l 

COLLINGS 

3 

ID Document Type 

Document Description 

No of Doc Date Restric-
pages 

92239 PAPER 4 12/1/1981 

COPY OF 92238 

Freedom of Information Act - [5 U.S.C. 552(b)] 

8-1 National security classified Information [(b)(1) of the FOIAJ 
8-2 Release would disclose internal personnel rules and practices of an agency [(b)(2) of the FOIAJ 
8-3 Release would violate a Federal statute [(b)(3) of the FOIAJ 
8-4 Release would disclose trade secrets or confidential or financial information [(b)(4) of the FOIAJ 
8-6 Release would constitute a clearly unwarranted invasion of personal privacy [(b)(6) of the FOIAJ 
8-7 Release would disclose information compiled for law enforcement purposes [(b)(7) of the FOIAJ 
8-8 Release would disclose information concerning the regulation of financial Institutions [(b)(8) of the FOIAJ 
B-9 Release would disclose geological or geophysical information concerning wells [(b)(9) of the FOIAJ 

C. Closed in accordance with restrictions contained in donor's deed of gift. 

tions 

Bl 
B2 
B3 



.) 

Opec price cut next year? 
yfiddle astern so urces have told F OREIGN REPO RT that Saudi .-\rabia will no gree 
to change · ts oil price until the end of the first quarter of next year at the earl" st. T his 

eans that e Opec ministerial meeting which opens in Vienna on De mber 19th 
ill probably ecide nothing and be devoted to mutual recriminatio . f the price is 

r uced next yea because the world recession is continuing, it y be from $34 to 
$3 a barrel. 

he Saudis have cu their production from more than 10 barrels a day to about 
6m bid, enabling poore Opec members to produce re oil and maintain their 
inc me- despite- a dramatic rop in world demand. hat irks the Saudis is that 
Nig ria, Libya and arch-enem Iran have been pr ucing oil at rates well above the 
ceili gs agreed by Opec's ministe ·al meetings t · year. Some have also been selling 
sma 1 cargoes at well below official p ·ces. 

T e Saudis , whose output is about 3 °o pee production, hope oil demand 
will ick up by the end of the first quart 1983. It has dropped by 13 % in the past 
two years and it is more likely to cont' ue to 11. This will oblige the Saudis to drop 
thei price by as much as $2 a barr . They may o increase production, since their 
dev opment programmes are a eady being cut o falling revenues and they will 
wan to stop this trend. 

T lk of the official price ling to below $28 a barrel ca: be discounted, we have 
been told. Opec will do it tmost to prevent this happening. ernational banks and 
oil c panies will resi as well. Many of their huge investments re based on stable 

of more than O a barrel. New investments in high-,-cost pro ction areas like 
rth Sea a Alaska, aimed at reduci"ng ·~estern dependence o the Middle 
ould be · me uneconomic and be cancelled. 

eting on December 19th, Opec ministers will probably allo some 
c ntries to rejig their prices by small amounts up or down, oste ibly 

because · ' su erior quality or proximity to consumers. This will amoun to 
tinke · g. The real decisions WI ec ~eetmg o t e new 
y , probably in Vienna in M~ a..,.. -----==---

ove? 
As Hongkong's nerves u 
colony, other countries in tfi o-ion are wa · g up to the fact that Britain 's loss could 
be their gain . So far , few of these countries have done much about luring Hongkong·s 
investment capital and entrepreneurial skills. While there has been a well-publicised 
increase in the amount of jittery Hongkong capital going to North America and 
Europe, the flow to most Asian countries so far appears to be no more than a trickle . 
This could change. 

Of all the countries in the region, Thailand appears to have fewest misgivings 
about chasing the Hongkong dollar and is doing the most to attract it. Thailand is 
attractive to Hongkong Chinese because it already has a large and well-assimilated 
Chinese population which has managed to build a strong position for itself in the Thai 
economy without arousing too much enmity among the tolerant Thais . Labour costs 
are low and Thailand is patently in need of foreign investment. 
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In Ocrober. a task force was set up under the industry mirnscer . Chatichai 
Choonhavan, ostensibly aimed at improving the investment climate fo r all comers­
but with Hongkong particularly in mind. One suggestion was that permanent 
residence be granted to investors who pay a bond of $500,000. Thailand's central 
bank has reported an unusual spurt in September in the amount of short- term private 
remittances arriving from Hongkong. The same month saw a surge of activity in the 
usually somnolent Thai stock exchange, which could have been due at lease partly to 

increased arrivals of Hongkong funds . · -
In Singapore, rumours circulated recently that up to 6,000 applications from 

Hongkong had been made for residence status, but the reports were officially denied. 
The Singapore government has doubts about the value of a large influx of Hongkong 
entrepreneurs, who are accustomed to free-wheeling, no-holds-barred business 
activity which might not blend well in the more ordered Singapore economy. 
Singapore also looks askance at the stress the colony's business community puts on 
property development. Singapore has itself suffered from the effects of speculation in 
property, and does not want a recurrence. 

The Philippines is more enthusiastic but there ar~ doubts over whether the 
country has the right investment climate to attract the colony's money. The fee for 
gaining residence in the Philippines is $200,000-much less than Singapore's 
$500,000--but the disadvantage is that the money must be invested in a depressed 
area. There are Filipino plans to establish a free port, with tax concessions and loose 
entry regulations, as a way of luring Hongkong capital looking for a new home. But 
they are still on the drawing board. The Philippines still lacks. the kind of free trade 
environment and efficient telecommunications that ':"the Hongkong business world 
needs. 

Taiwan sees itself as the logical and most plausible beneficiary of a major flight of 
capital from Hongkong, because it has strong ties of race and culture with the British 
colony. It is relatively simple for non-mainland Chinese to set up home and start· a 
business in Taiwan. But Taiwan has deep-seated apprehensions about Hongkong's 
clouded future, stemming from the Natiozlalist-ruled island's unique relationship 
with the Chinese mainland. If China does what it says it will do with Hongkong­
establish some sort of Chinese sovereignty over the colony-any subsequent loss of 
~usiness confidence could rub off on Taiwan. Foreign investors might take the view 
that, if Hongkong comes under the red flag, T aiwan may rfot be far behind. 

Soviet build-up in the Far East 
The American defence secretary, Caspar Weinberger, re turned from his five-nation 
tour of the Pacific in November with renewed determina tion to build up American 
security commitments there and to encourage the nations ·of the region to build up 
their own military forces. He is convinced that the United States has fallen too far 
behind the Soviet rate of expansion in the Pacific and may have been concentra ting 
too much on Europe. 

FOREIGN REPORT has obtained a copy of a secret defence department report which 
says that " trends in the Pacific region are unfavourable to the United States, Japan 
and China" . China is in the worst position. T he report says: 

In the past IO years. the dollar size of the Soviet milita ry eifo rc coward China has been 
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·-:- i- , .. _. · .. -•, ._ - - · - ·- .. - . - .. . . .. . -- . .. - · ... - - ~ .i. - ·~ - - .. . . . . . . ..... 

-~ .. f,q ~ei'g:ry~~f,i~ f~_ip~ e}(g~~ ~~}1on_~~-o~g's __ ~ext ~ovemor · •. 

MM'clttitiri'-,Onrttief ·move 
· 'sy;hui~~}i~l? ~/ff }~}J;:;;}i1:Jii;~1~~{~)ii~;}j'.;':-: ?:::t '.",'~'.~:'.r:{::L::'.a,J,:;, .:•.•·· • · . 
After ·equivocating_. for_, nine : 'm<;>nths, prim~)ni1_1i_ste~ in_..19.9~-?0~.1?is:carcer path issues'_affecting bo!h 1-!ongkong and China ·: 

I..ondo.n t.a~ appoJnt~d the __ man'1t fi_rst has . m. fae:t ~any. __ _ s~~1!a~_~1~rt~, t_hat . of_. ·-w_h1ch are grow~ng m number a~d com-• . 
·thought of as the next governor .qf Hong- MacLehose.-.. :, ~-'-;: _'.,-:",;::~•,.:.;:_:,_,.:~::.--.- ~ ,·.: plcx1ty as economic and commercial con­
kong. Sir Edw·:rd Youde;'°a 'foririe(ambas-:.: :, · u1..oiidon perceives.the qtiesiion of rcla- tacts increase. The relationship with China 
. sador· to Peking and currently deputr : tiori~ and nego~iations with China as being may be good. But it is a lot more complex 
under-secretary of state at the Foreign : ¥1 major factoz: in· t_he choice of governor,· than before and conflicts of interest be-
Office, will take up the post in May; fol ~-: the local perception is that the first .job of tween Hongk_ong and China are unavoid- ·. 
lowing the retirement of Sir Murray Mac"'· governor is to govern. The ·powers and re- able., :. ·...,.. ··· • '• · · ,: . •.: - ! : : .• , · : - . , , ; 

_Lehose aftc? an extended 10-ye~~~ti~t, · .. · sp~n~ibilities of gov~fllO~ _ar~ !llassive. He · : · One ~iticism of. ~iplomats iener~lly is 
You de - inown. as "Teddy'.'-:-- was ac- has, 1f he cares to exerCJse 1t, almost un- that their whole prev_19_us expener:ice 1s that · 

claimed by leaders of Hongkong· local in- questioned personal)rnthorityi exercised of policy formulators · and spokesmen 
. tercst groups. No other reaction could be through a captive, appointed 1egislatµre ra_ther than decision-makers, that.there' isa 

expected because for almost all of \hem· an·d a formidable 141,000-strong bureau-: natural tendency of the products of White- · 
You~c is so far just a_ ~anie_ana a title: And .~?9'· .. But i,~ al_s~·Jeqli_!res ·a. poli!_i~i~n.'s hall ~o .~e programmed to respond rather 
as far as most of the people of Hongkong ·, · 1·-:;,· .· ~ - - • ··:· • · ·. , ..,.. "'· ; -. - ~-. · , . !Jlan m1t1ate. However, thereshouldbe no 
are concerned .he. can_ be jud_ged only on . rri~_ii_..,.~.-"'1'.i0 ..... ~..,,'Sj~~~~mii-i~~~~ reason why Youde; 'like Macl.ehose him-
how · he performs· as governor / 'not · on · self, 'should not rise to the occasion and 
whether his . experience makes him . the :)~:· , prove to have a mii,d of his Own and the 
most suited Briton to. take on the job. ·,. , ~~~.; political judgment to execute right.policy. 

. The delay in maki1fc the appointment- · . ··· · · Another -criticism ·of diplomats is that 

first su~ested by of 1cially inspired)leaks _:_: __ ;-~·,-=:-.-.:.:__~:~ ; :,~.} __ -.":;.~.-.· ,·~ .. _ .. _,~:-_·.·.::, .. , they lac~ ahdYminidstratihve ex_p11erience. This is 
early this year (REVIEW, Mar. 13 was _;~~-::., _ _ not so wit ou e, w o w1 come straight 
partly occasioned by Youde's heart trouble - -;;;;..-.;~ - :,. from the main administrative position in 

~·~~c~ i;;:i;~~~t.ai~11o~~~b~ t~~pna:!d0t~ed:= f~~~~ 7~ . it }~~ :~:i:ronn'?o~~~ :~!;~\hd:t~ftA~tte~ 
termine whether or not he was fit enough ~1;_~. • . ~ -: scribes himself as "an administrator d_iplo-
to take on Hongkong. But delay was also - -.: ~ -: ~ ---• mat." · · · · _ · . · 
due to continuing doubts in London over -~- · r l' ·- · But whether grasp of detail will be an 
wha(so·rt ·or man was best suited to be gov, · ; ·. :. asset will be debatable ifit detracts.from at- . · 

· ernOr. London•s inability to setOe 9~1: a sue:: ·· · tenticin to the maj'or political issue~ and 
cessor was one reason why MacLehose's • leads to any friction with Chief Secretary 
tenure was extended three times. Over Sir Philip Haddon-Cave. The former finan-
Youde there were also doubts, raised even cial secretary not only knows more about 

· within the Forei~ Office, overwhether his the workings of the Hongkong Govern-
personal qua Ii Iles ·were necessarily ·the .u;:;i.:::t.~~-- inent than anyone else·, but clearly took the 
most appropriate. ··: - · · · · · · · ·.' Yi d th f d chief secretary's job, the clearing house .of 

Onlv time will establish the fitness of his ou e: .man s O e ay_. '- " - administrative decision-making, with a 
. personal qualities. But there will be a con-. . . ~. , .. ::: . •view to making it_ more pivotal than under 
tinuing debate as ·10 Whitehall's thinking sense of responding to domestic political Macl.ehose; . . :.. · '· .. ;·, .: . 
behind the appointment of a top diplomat pressures from Hongkong society which Haddon-Cave's g'-!ideline is that ~a gov­
"."ith more experienc~ of dealing with Chi- does not i::omprom.~s: the ?asis•of ~he econ~ e~nment which attempts mor~ tha_n it o_ught 
na than anyone else m the Foreign Office. , omy or sound adm1mstrat1on. ·_.· .. ! _. · . will perform Jess." How lh1s · will square 
The Foreign Office clearly wanted to keep. · · · .. . · ::, :,, .; ;. ·,.\,., · !:,' with Youde, who will·ar·rive with a reputa-
the governor's job to itself. However, the· P~ o~gkong pe~ple a~e now more .con-- tion both as a man of principle and wanting 

· fact that Foreign Secretary Lord Carring-; l~ sc1ous of t~eir own interests than.ever, · to oversee anything done in his name · re­
, ton eventually went along with his' depart-. before. The nse of a_n educated m1~dle. mains to be seen. . ,· : ·. < ·-_·. ~.' ::·· ·;---1· • • 

. ment rather ·than looking to the ranks of class has created a vanety ~fpres.~ures for·_ · Youde's pe·rsonal qualities ·inch1de phy~ 
soldiers, politicia·ns, businessmen or:·ad~; ~hange and participatio~ in ~ecis\on-r:iak- sical bravery - duri1_1g the Amethyst mci­
ministrators for a successor to MacLehose- mg, and produced a · s1tuat1on m~mtely dent on the Yangtse m 1949- and expec- · 
seemed to indicate a · feeling that expe- : more complex than the old one of mdus- tation ·of high standarcls of personal con~ 
rience_ of ?ealing directly wit~ China "."as trial entrepreneurs/colonial_ ?ureaucr~cyf duct' and_ discipline. (He ?anned gambling 
of maJor importance: there 1s a growing. refugee workforce. _Youde am_ves at a lime among his colleagues while ambassador in 
awareness in Hongkong· that th-: ques~ion· when even ~he c~ed1bility ,of the g'?vernor's Peking.) A stron~ dose of principles rriay · . 
of 1997 - the date of the ,expir~ of the' .. t~st~d advisers m th~ legislature_ and com- be ne~essary me9,1cine for Hongkong. But 
lease on 89°/'! of Hongkong_!i ten'l_tory - 1:11tt~es has been ~ubJ~cted IC? muc~ _ques- so~ellmes the hne _between ·hc:mesty and · 
must somehow be settled with China and' uomng l;>y workm_g and m1ddle-mcome puntan meanness can be a fine one. And if 

. the continuity of British, or at least stable, pressure groups.- ·: : · ~: · · .. , · -' · ' this ascetic opponent of gambling can final-
administration beyond that date assured, Externally, the job requires a detenni-· ly kill the canard that "Hongkong is run by 

Youde's cxpcrien~e in China is massive. nation ~o rcRresent _the i~te_rests of ~ong- the.Jockey Club? ·the Hongk<?_ng Bank and 
He speaks Mandann fluently and reads kong v1s-a-v1s both Pekmg and London, the· governor - m that order so much the 
Chinese , served four.times in China, begin- rather than serve as a conduit for the inter-· better. . · . · : 
ning in lhe days of the Kuomintang in 1947 es~s of the supervising powers. Some-sour- On the administrative side, Youde will 
and has been involve~ Jn Far Ea.st affairs ces suggest ~hat the g~vernor_snoul_d play have a lot r_o !cam a~out some basic prob­
from London. His polit1cal expenence has only an advisory role m any negollallons !ems: housing - which MacLehose made 
also hcen given added weight by a stint as over_ 1997,_ rather than be the pivot. ~is hi~ first priority but i~ the end faile? by 

· private secretary to Harold Wilson when dealings with China should be on specific miles even to meet his targets despite a 
. . . - ·· · · · - -.. .. -· - . . .. . .. . . . .. . . 
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---.· . _ ,. .. -· ·~ ·· - - . 
buoy:!nt ccono my; _transport .:_ where bil­
lions have bccri im·ested in the Mass Tran­
sit Railway to service existing population 
centres, while other infrastructure has been 
relatively starved of funds; 'education-· 
where hasic principles are under question 
as are the quality and quantity of post-se­
_condary education.,. ~_- .:,_._. : :. :·. •.-.: . , 

Youde will also ·take ' office ··at a time 
'\hen the public finances themselvcs _;ir<:' i!1 
disarray due to rapid growth of spending 
and over-reliance on land ·as the sour.ce of 
revenue.' ._L'J:kily'for hini, he ~will a{riv~-. 
after the first budget of Financial_ Sec_retary 

. John Bre_mr' jge: 'fhe Ma~Leho_se tenden-. 
cy to throw· more government. money at 

~ problems_ may have __ to·. ~e ievis_~~ . and 
pri~ri~}_~s-~ _or~,!=!early_est~blish~9:. !._;. _ .• 

. . 'y' ~~d~.h~-n~ '.~-~p~ri~~~: ~f 1e~~bmic0 

ma·nagement and little contact at all 
with the kind of e_ntreiiieneurial business 

. spirit that is th'e lifeblood of Hongkong·. He 
· will arrivC:at atimewhen Ho~gkongmajb_~ 
facing . its great~st economic difficulties 
since 1975, as recession · in the United 
States and the fallout from' ~he ·re.cent prc;>p­
erty boom combine to raise unemploym~nt 
and make forthe~ inroads into real wages. · 

Youdc . admits that _ · MacLehose's 
achievements make him "a hard act to fol­
low." But it would be a mistake ifhe tries to 
follow too _ closely in the footsteps _of his 
predecessor. _Afte'r 10 years, a fresh mind 
and new ideas are needed, just as MacLe­
hose made some fundamental changes in 
government wheri he first arrived. Youde : 
may need to start by recognising . that 
whatever MacLehose's overall achieve­
ments some things have gone badly wrong: 
Not only · have some specific policies 
proved· ineffedive';' -bufthe adrriinis\ratfoii 
has also been seen to be in need of a sense 
of purpos_e. 1~ ~peears .t_~ )ack any_philoso­
phy to gu1d1: 1t m its dec1s1on-makmg. As a 
result it has become prey both to indecision 
and _to pressures . from _sectional interest 

griuift\oucfe•~·diploiriat;c skills ~~d diina 
experience should", however, prove of value 
in tackling two major specific issues where 
~ong~ong e~onomic decisions and China's 
interests are inseparable;,.- . - , .. • ..- .. : : 
► A decision on a new airport: Itis seen 

to be bog£:ed d.ov.:n by hydra~Ji~e c_ons~J­
tants' studies whereas a key questi9n _..,­
how and where can it be developed to serve 
China as well _:_ is being evaded, at least 
publicly. .'_: .. : . ... ·:-·•: . .. ,, .--.. .. . . . 

-~/:, ._,... :;-(:::J. ~:;:~~~:~~ ~·-:~2,~sJ.-:;~~=i;~~;~~-;.~~~,>~~?·'~:fr~ '.• ~ ::: 
'· --··. ' -:-y. .,.,:!'.-•.,;; y , ·· :, .. · .. _. J ::4 .-..{ ··•i I •.1 . r·•------::-::-" ·. · .· · J .. ·./ · ·-' ·r; / ''·.' 
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"' ·· ·: ·-·· ., · ;_·--: · -. · · ·•·. :· :.,.. -;:,._: ·· ·· · .,. . · Kriangsak arid Prem: a looming'chal/enge.' 
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The SAP meekly agreesJo rejoin the coalition, giving Prenf:'r--i,.\?: . 
the strength h~ neec1$ to defend his pa~liamentary position -'.",;:: -:,~.-.. : . '·; .. :..:: .. ~--~r-:: :.:. ,: w-_";·. . ~ -~~~~-t:··.: :~:~ ~.:<~~-_:;.::: -~ . :-._·.-~!-~ ~> :.~-~-.-.\·:· --~ ~)~ :~--~. : ·~--.:_-~ :~ ·:: . ·: ·-;: -~, ·:-. 
By rohn' llA'cBefh . -1.• .< .. :,.. ~ , . .. - ; ••:•, , J.,-_,_, "·'•~ ...... •; -•, · •. 'lJ,. , .. ,, _; ; • .· ,,, :, ... 

J1 . JYJ.1 · .. : · -~·-; .. : .:-: ... . :.:._. _. ,:: :. _ ,; . ., .. ·; •.•. , tt • . , ;' .: : ; . - , .. . . .. :. : • .. ~ -- . . - , -c· • . 
Bangkok: A loom.ing.parliam~nfary chat: m·ain' condition for the ·party··rejoining the 
lenge from former premi_er Kri3:ne,sak gove_rn_ment "':as that Jt (?htai'! ~II ~he eco-
Chomanan prompted ·· Pnme. _Mm_is_t~r nom1c portfolios. This cor:i~1t1on was for-
Prem Tinsulanond to reshap~ his coalition . mulate~ after the party dropped out of the 
government last week, bringi11g b~c;k the coalition in March at the height of a bitter 
biggest parliamentary power, · the Social wrangle with Chart Thai over a Saudi Ara-
Action_ Party (SAI'). Thi; SAP appeared . bian oil deal (REVIEW, Mar. 6). . , . . · 
to have gained little in the way of 1mpor-. Although he later denied it. Prem is on . 
tant portfolios from this return to the coa- record .as laying down a condition of his 

··1ition ·on1y•nin'e ... m6riths •aftei"it Jefein'.f own: that he would entertain ~he SAP·s re­
storm.of controversy over an oil deal,>_;_; turn only if Boonchu was excluded from 
·. But; in parliament; the SAP's' re-entry . the cabinet nominees. While the·re is cer~ 
has considerably strengthened the hand of tainly_. no ~vidence of acrimony between 

. ·Prerrf, _whose administration has bee_n a~ . the premier and Boonchu, his form·er eco-
pearing somev.•hat battered recently ~sit nomics_minister, it v.-as no doubt clear·in . 
moves sluggishly towards a general elec--. .Prem's mind at least .that bringing'.him 
tion ·scheduled for April 1983: Despite back would create the sort of uphea\'al the · 
Prem's problems _.and Kriangsak's new premier desperately \\'~nted to avoid'.·_. , 
parliarilenta~ muscle, there is a growing . Whether.he said it. in so many wordsjs . 
feeling t~at.h1s administ~ati~n will sui:vi.~e diffi_cult to d_et~rn:iin_e;_ but once the mes~ 
the coming m_ont_h~~, . . i . - .:, ,-;~~ ' . ' .'.! ' ·.': sage got out I~ appeared.to fa~ the_ e1:1bers . 

The q~estion in_most min~s was wh~ the of the _Jong-smouldenng ~nfh<:t \l.1thm_ the 
SAP decided to sign on again at all given SA.P itself bet.ween ,- Boonchu and old~ 
the fact it could have continued su~port-'. guard secretary'-gen~ral Kasein Siri~am­
ing the government in parliament withoyt phan_, The ~limax came ·on December 4 
committini itself to a role in the decision- . _when an ove~·helming . majority . of 
making finng line. After negotiatin~ from members voted to accept Prem's over­
what it. <:_!early considered a position. of. .tu res ,and rejoin _t~e _adm!nistr~tio_n :7.,on 
streng_th in m1d-y~ar, the party-.wh1ch . . J;>r~rq s terms:~':: , ,;_._.: -- .· ._. .. ' '- ~ .:, i;:i ,'..' 
has the largest block of votes m the 30h .· .. , •· ; .'- ·, _. . :·-- '. • '~·-" . . . · • · , .,: . .- ·,•;:· . . 
member Jowe'r house__:_ slowly relented tq B oonchu, still aCkf!OW)edged as Kukrifs . 

· the point where it made major concessions_ . eventual hei~ in the party, promptly '. 
to return to the government. . Indeed, in resigned from his party post in a surprise • 
the end Prem, who has no party himself, · move. Some of his supporters now consid- . 
was able to· edge the SAP_ ba·ck into the eJ.' .that this .resignation has improved his . 
fold _with a scattering of crumbs and only a · standing even though the fact that he is nqt 
minimu_m of _disturbance io the existing an MP remai11s a chink in his political ar-

' i . 

j 

► The Tin Shui Wai pnvate new town 
project in the New Territories proposed by 
a ·china Resources-Jed consortium. The 
Hongkong Government does not want ·to 
seem to be under pressure from China so it 
has delaved any decision on the project 
(again using the pretext ofintei-minable 
consultants' studies). In the absence of any 
clear policy statement on 1997, Tin Shui 
Wai and the new airport will be the best 
Mmone):•where-your-mouth-is" .. gesture 
that will allow investors to .. put their hea!1s 

coal\tion members led by _the Chart Thai mour which is often explo_ited. The view 
. and Democrat p_arties·. , .-: • t.hat Boonchu has bettered his position 

1Us still not co.mpletely certain wh~t. may e\len be reinforced following the an­
·contributed most to the ren:iova! of the. , nounccment of the new cabinet line-up on 
primary obstacle to the SAP's return, dep: December 19. For this left Chart Thai's 
uty party leader Boonchu Rojanasathien. .seven slots unchanged while the SAP had 
It was .Boonchu who had insisted that the · little of importanc~ to show, apart from 

at ease~ over Honrkong's future. · 
It is issues like these that will determine 

"'+.ether the diplomat-China scholar is also · 
a governor able to translate Hongkong's 
hopes a_nd intcrfSls into reality: ~ 
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;ues 1972; Grade S.2. _ • 

Rich~rd Henry; Secood-
Scrvrce Dcpartmeot as 

ry to rhe Pnmc Minister 
:r l 97~; horn 26.6.3 J; 
195.S; M.EC.A.S. 1956· 
_l 957; Second Secretary 

·!,·at~ Secretary to H.M. 
• zshrn~too 1%0: First 
,,:-100 1963; Pri,·31c Sccrc­
~.::m;,r.ent l n.::icr-Secrc­
r,~e 1965; First_ Secretary 
Chancery Ca110 1968· 
Resident Bahrain 1971 ! 

Ezst Dep3T,ment, F.C o' 
\"ir~inia Anne Gaff~ey 
l d. 1963). 

Albert Wi!liam. MB! 
:ret~ry (Admio.) Tehran 
5; oorn 30.4.28; Foreign 

and l 94S-50· HM. 
hhraio l 950; Bucba;esl 
:uJ Gua1c:naJa 1957· 
'952; Rio de Janei~ 
:cretary 1965 • Second 
e:-. os Aires 1966; Secood 
l Jedda l 96S and Coo­
l,, la ter. First S~re1ary 
, 52 Shirley A\TJI Moir 
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10.10.26; Ro,·a.J Navy 
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1969; F .C.0. 1971· 

1-,: Uf:arer Alice Bood I 
d . 1962, 1964, 1966). 

..:: 

. ,; . -· 

t 
I 

· .. · .. 

PART IV Bio;;rnp.l-zicDl Lisi 

WRrCKT, ~tepben John L=dhc:ner: D.irector 
of Poli~· and Reference Di,·ision ond 
wnsul Clnf.) 1'cw Yori; (IU.S.) since 
October 1975: horn 7. J :!.~; Third Secre­
tzry F.C.O. 1116S; Havana 1969; Second 
Sccrc1a.ry F.C.O. 197:!; First Sc:.cre1ary 
1975; m. 1970 Gcor~ina Susa.o Butler . . 

\\'RICUY, Michael Harold, OBE (1971); 
Coumellor F.CO. since Mav 1974; 
horn 30.7.24; H.M. Forces 01943-47; 
Foreign Office 1950; Brus~ds 1952; 
Forei;n Office 1954; Second Secretary 
Bangl:ok 1956; Sinf;apore 1959; First 
Sccre1ary Banrlol; 1961; Foreisn Office 
1965; Banrl:ol;. I 966; C'ounsellor h u3la 
Lumpur 1971; m. 1950 Anne Phillida 
Bm,·is (2 s. I 955; 1960; 2 d. 1951, 1962). 

W1·>:n:, Arthur Hope; Dc;rnty Hi{:h Com­
mrmoner Vallc11a sioc.c .M:irch 1975; 
horn 12.10.29; H.M. Fore.cs 1947-50; 
Foreign Office 1950; Third Secretary 
Ankara 1952; Second Secretary Phnom 
Peoh 1956; Ankara l 959; First Secretary 
Foreign Office 1962; First Secretary 
(Inf.) Bonn l 966; First Secretary F.C.O. 
1970; Ccunscllor and Head of Chancery 
bgos 1972; m. 1957 Barbara Yvonne 
Flyoo (2 d.1958, 1960). 

WYATT, David; Bangkok since October 
1972; born 18.4.46; D.S.A. 1965; Lusaka 
1968; S.0.A.S. London 1971; Grade 9; m. 
1969 Rosemary Elii..abeth Clarke (I s. 
197.2; J. d. 1974). 

\\'YATT, David Jo~eph; On..sccondmeot to 
:Konhern Ireland Office · since March 
I 97<; born l 2.8.31; Foreign Office 
1949; H.M. Forces 1950-52; · Berne 
1954: Fo,eign Office 1957; Second Secre­
tary Vienna 1961; First Secretary Cao­
berra 1965; F.C.O. 1969; Ottawa 1971; 
m. 1957 Aooemarie Aot;st (2 s. 1960, 1961; 
I d. 1967). 

WYETH, Jcao; New York since July 1973; 
horn 13.1.43; Mbabane 1968; Moscow 
1971; Grade S.2. 

Wn:et.JJt~"I:. Mark Barry; Islamabad since 
May 1974; born 29.3.45; Army 1963~; 
Foreii;n Office 1966; Prague 1967; F.C.O. 
1968; Grade 9. 

WXNN, Tborr.as; Zurich since March 
1974; born 19.li.33; Ministry or Labour 
1959; Department or Employment 
aod P1oduc1ivity l 966; Commoo-
wcalth Office Oa1cr F.C.0.) 1967; Sai~oo 
1969; Bucharest 1972; Grade 9; m. 1970 
Pamela Fisher (I d. 1971). 

WYPt;R.. Robert Ballaotyne; Kampala since 
Marc:b 1973; born 18.12.46; D.S.A.0. 
Oater F .C.0 .) 1966; Ba.o~lcolc 1970; 
F .C.O. 1972; Grade 9; m. 1969 Lyoo ­
Bridi;c-s Cook (I s. 1969). 
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YAl'I', John \\'illiam: Kuala Lumpur since 
December 1975; born l-U.51; F.C.O. 
1971; Islamabad 1973; GrJdc 9; m. 1973 
Elii..abeth McSaui;bt McLean. . 

YAPI', William Carlyle Xicholas; Tchral! 
since June 1974; corn 28.7.14; Karachi 
1965; Jakana 1967; Bud.:pest 1968; 
Amman 197!; Pr3cue 197:!; Grade 
S.S.0.2; m. 19~7 Pamela Mary (2 ~­
l 951, 1954). 

YAP..~OLD, Patric\:; Fin.I Sccrct3l)" rComm.) 
Bono sinc:c Mav ·1973; horn 21.3.37; 
H.M. Forces 1955-57; Forci:;n Office 
1957; Addis AbabJ J9l0: Relgr~de 
1964 (Sc.~ond Sccrc:arv 1965); Fo1e1{!D 
Office Oa1er F.C.O.l 1966; <First Secretary 
J967J; First Sccr.:tary :ind Head or 
Chancery Bucharest 1970; m. 1961 
Caroline Mania (1 d. 1962, 1964). 

YATES, Thomas Waller Alao; Brussels since 
January 1973; boro 15.10.26; H.M. Forces 
I 946-48; Foreiro Office I 955; Peking 
1958; Rome 1961; Bucharest 1964; 
Forcipi Office 1965; F .C.O. 1967; Grade 
8; m. 1958 Ruby Acelyo Owen (Is. 1962; 
I d. 1960). 

YoRi::E, Valerie Margaret Berridge; F.C.O. 
since Oc101>er I 974: born 1.6.46; Grade 9; 
m. 1972 Michael Piers Yorlcc. 

Youot, J:d.,,.ard, 010 (1968); MBE (19~9); 
H .M. Amba~sador Pekini; since Aui;ust 
1974; born 19.6.24; R.N.V.R. 19H-46; 
Foreign Office I 947; Third Secretary 
Nankiol! and Pckini; 1948; Foreign Oflke 
1951; Sc:.cond Sccrc1ary Pckini: 1953; 
First Secretary \\ 0 2\~ini;too I 956; Peking 
1960; Forci~o Office 1962; Cc,un~ellor 
aod Head of Chancery l',:ew York 
(UKMISJ 1965; Privl;)C Secretary (Over• 
seas AF.airs) to the Prime Minister 1969; 
Imperial Defence College 1970; Head _of 
Pcrsoonel Services Dcpartmeot, F.C.O. 
1971; Assistant Uodcr-Secrctal)' of State. 
F.C.O. 1973; m. 1951 P3mcla Fitt (2 d. 
I 955, 1959). 

YouNC, Da\id Junor; First Secretary 
(Admio./Ccns.) Belf'.l"ade sioce January 
1975; born 23.4.34; Foreii!D Office 
1951-52; H.M. Forces 1952-54; Berlin 
1955; Ankara 1958; Pretoria/Cape 
Towo 1961; Second Secretary D.S.A.0; 
1965; Secood Secretary (!of.) Port Louis 
1968; F.C.0. 1972; m. 1954 Kathleen 
Brooks (2 d. 1955, 1967; 2 s. 1958, 1964). 

YouNC, .Edna Irene; Third Se.crctary Bono 
· since October 1975; born 30.8.51; F.C.O. 

1974. 

YoVNO, Eric; First Secretal)· and Head of 
Chaoccry Reykjavik since July 1973; 
born I 6.11.24; Royal Navy 1943--46; 
Deputy Director U.K. Information Office 
Taoi;aoyilca. aod Zaonbu l 960; First 
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HONG KONG 

Setting 

The Briti~h Crown Col9ny of Bong Kong consists of 
Hong Kong Island, the Kowloon Peninsula, the New Territories 
north of Kowloon, and some 235 surrounding islands. With 
over 5 million people crowded into its 404 square miles, the 
coloriy is one of -f ne most densely populated areas in the 
world. over 90% of the population is Chinese. Hong Kong 
Island and Kowloon were ceded to the British in perpetuity 
in 1842 and 1860 respectively following the Opium Wars; the 
New Territories were leased to Britain for 99 years in 
1898. The PRC has renounced these and other •unequal• 
trea t ies, but has not moved to reclaim control from the 
British. 

u Hong Kong has become a major center for investment, 
trade and contac·t wi_th China. over 600 U.S. corpora_ti_o~§ 
are located in Hong Kong, doing business not only with 
China, but with the rest of Asia as well. 

Government V\ol-v f, V V,J1.vrwel.1 Yovde ) 

. !i_ong_ Kong __ i_§ __ ~ British ___ Crp n . Colony admit_1_istered by 
th~_l1 on_g~ ~ .,.S_ gove ~f!m~nt. The overnment is hea ded ·· by a . 
Governor (k~r Murray MacLehose A who is responsible to the 
secretary of State for Commonwealth Affairs in London and 
governs with the advice of the local Executive Council. 
Legislation for the Colony is enacted- by the Leg i slative 
council. Membership of both councils consists -·of--ex 
offfc10 government department heads and appointed notables. 
some 30 executive departments are organiz~d along fbnctional 
lines with the exception of the New Territories Adrninistra­
ti_oi:1, which has geographic respon s i b i litie·s • . 

The Urban council is the only body with members 
elected by popular vote -- 12 of 24 are elected. Only a 
small percentage of eligible voters actually vote. The 
council's statutory responsibilities are limited to 
functions in such fields as public health, environmental 
sanitation, recreation, housing, etc. 
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US-Bong Kong Relations 

The United States enjoys an excellent and cooperative 
relationship with the Bong Kong Government. our relations 
with the Colony have recently been focused on the problem of 
-refugees from Southeast Asia and economic matters involving 
textiies and the GSP. In addition, with the approaching 
1997 termination of the British lease on the New Terri­
tories, Hong Kong is concerned that uncertainty about its 
future status may lead to a decline in investment in the 
Colony and subsequent economic stagnation. 

Refugees 

Since 1975 Hong Kong bas granted first asylum to about 
105,000 boat refugees from Vietnam, of whom some 13,000 
still await permanent resettlement in third countries. The 
Colony has generously provided facilities and support for 
language and cultural orientation programs and has allowed 
the refugees to work temporarily. Bong Kong allowed 9,000 
early arrivals to settle permanently and has also accepted 
5,000 more who flew directly to the Colony from Vietnam 
under ,_an orderly depar_ture program. Due to extreme 
over-population and continued legal immigration from the 
PRC, {currently about 50,000 per year) Hong Kong now allows 
only those refugees with close relatives in Hong Kong to 
settle permanently. Thus far the U.S. ha~ accepted about 
45,500 Indochinese refugees from Hong Kong. 

The refugee situation was complicated in 1981 by the 
arrival in Hong Kong and Macau of several thousand of the 
approximately 260,000 ethnic Chinese who fled overland from 
Vietnam to China since 1978. These people are not con­
sidered refugees since they were granted permanent re­
settlement by China. Chinese authorities have generally 
allowed Hong Kong to return these persons to China. 

Future of Hong Kong 

Bong Kong's future is clouded somewhat by the 1997 
expiration of the lease of the New Territories. The PRC 
long ago repudiated all •une~ual• treaties such as the 
New Territories lease, but has not moved to reclaim 
control from the British • .- The Chinese have made 
reassuring statements that investments in Hong Kong 
will be secure, but Hong Kong officials worry that 
failure to reach a formal agreement may scare away 
long-term capital as the deadline approaches. 
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Textiles 

The j:_ext__iJ_e __ and- apparel _i _nd_ust_f_Y is the _la_rg_e.§.!: 
·_manufac.tur-Lng- s_ec;tor_ in Hong Kong, pr oviding for 44% of the 
. manufacturing labor force and accounting for 41% of the 
.valued added in the ' rnanufacturing sector and 43% of Hong . 
Kong•~ exports. The_pnited States is_Hong kong's single 
largest market for textiles and apparel; in 1980 Bong Kong 
was -the second largest supplier (after Taiwan) of apparel to 
the U.S. market. 

Bilaterally, the U.S. bas long had a formal agreement 
restraining Hong Kong exports of textiles and apparel to the 
United States. We meet several times a year to discuss 
implementation of the bilateral agreement. Past negotiations 
have often been difficult but we have always, in the end, 
reached an understanding. The current agreement expires in 
December, 19 8 2. lie...,., c,.~rte..~d J~c,'flctly veu.d.ttJ.I fe>-..._,+~ .S'Jo .J''-.v#, 'nt~ ye'-r 11.1 se,i,,sdu,e 

C.4,l-ejor'i'f1) Mil IS'1, '"' 110~-sens,+1vt, A-1101 ~ret"'-"' ,fur V)j 1ovj~ ¾ # 1( , 

Multilaterally, both Hong Kong and the U.S. are major · 
participants in the renegotiation of the GATT Multi-Fiber 
Arrangement, the 42-country agreement which goverqs world 
trade __ in .textiles ang _apparel and expires at the end of 
1981. 

Generalized System of Preferences (GSP) 
., 

Hong Kong was the beneficiary most affected by 
discretionary graduation decisions announced March 19, 
1981. Those graduations were designed to eliminate .GSP 
eligibility for products for which Hong Kong has been 
determined to be fully competitive as well as to distinguish 
between highly . competitive beneficiaries and poorer and 
less-developed countries. We discussed the need for these 
graduation decisions during consultations in June. Hong 
Kong understands our position, but will nonetheless continue 
to press for reinstatement of GSP eligibility for the 
affected items. Hong Kong remains eligible f~r 28p0 of the 
2850 item~ on the U.S. GSP list. GSP duty-free imports from 
Hong- -Kong. increased from $629 million in 1979 to $804 
million in 1980, making Hong .Kong the second ranking GSP 
beneficiary after Taiwan. About $220 million of this trade 
was affected by the March _decisions. 
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YOUR VISIT TO BONG KONG 

-Background 

rrom the sleepy fishing villages of 100 years ago, Hong 
Kong has grown into one of the most important trading and 
industrial areas in Asia. The Consulate General is located 
on Hong Kong Island in the city of Victoria {commonly called 
Bong Kong), which is the site of the Colony's governmental, 
commercial, and financial activities. Kowloon, across the 
harbor, is Hong Kong's major industrial area, but also 
contains residential and shopping districts, including 
numerous shops that cater to tourists. 

Victoria and Kowloon are bustling, cosmopolitan cities 
which never seem to sleep. Goods from around the world are 
available and restaurants serve almost every variety of food 
known to man. 

Attractions 

Although a fascipating city, Hong Kong is guiEe 
different from Paris; for example, where one begins with a 
list of several •must see• attactions. Hong Kong's 
particular appeal is best absorbed by browsing through its 
streets and markets, absorbing the atmosphere with its 
unique blend of East and West. 

· Yet there are several things to see and do which will 
reveal much of Hong Kong's charm and ·atrnosphere. The star 
Ferry, which crosses the harbor between Victoria and 
Kowloon, offers views of one of the world's busiest ports 
and may also ·pass traditional Chinese junks. The peak tram, 
~hich begins its steep run across the street from the 
consulate General, provides spectacular views across 
Victoria's high-rises, the harbor, and Kowloon, to the New 
Territories beyond. Take your camera. · Macau, a small 
Portuguese enclave about 40 miles west of Hong Kong is a 
favorite spot for gambling and for relief from the hustle 
and bustle of Hong Kong. However, it requires a full day's 
excursion by a variety of modern ferry or hydrofoil vessels. 
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Restaurants 

One of the great advantages of a visit to Hong Kong is 
the incredible range of restaurants found there. Chinese 
food in all its varieties (Cantonese, Sichuanese, Northern, 
Shanghai, etc.) is obviously predominant, but any of your . 
favori·te cuisines may be sampled, be it Mexican, Japanese, 
Hungarian or Kosher. Many visitors enjoy the floating 
restaurants of Aberdeen. Sanitation is generally good. 

shopping 

Another traditional activity for visitors to Hong Kong 
is shopping -- both for bargains on stereo equ-ipment, 
cameras, calculators, and the like and for high - quality 
handwork from China and other countries. Clothing remains a 
bargain, though large American sizes can be a problem. the 
major shopping district is the Tsim Sha Tsui area of 
Kowloon, including the Ocean Terminal complex next to the 
Star Ferry landing. Also popular are the Central and 
causeway Bay districts on Hong Kong Island. Goods from the 
PRC are available at China Arts and Crafts and Chipa 
Resources stores in Victoria and Kowloon, as well as 
innumerable smaller shops. Bargaining is permissible, 
almost expected, in small shops, but not in the major stores • 

Climate 

Hong Kong lies 100 miles south of 
and bas a tropical, monsoon climate. 
September, are hot, humid, and rainy; 
cooler and drier. 

., ., 

the Tropic of cancer 
summers, from April to 
winters are mild, but 

Mean Air Temperature Average Rainfall 

July 

January 

84 degrees _ 

60 degrees 

12.7 in. 

1.1 in. 
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GENERAL ECONOMIC CONDITIONS 
.........................................•.................• 

Under the influence of high interest 
rates and unfavorable economic climate 
worldwide, business activities in the exter­
nal sector showed a slack trend in the first 
quarter of 1981. There was, however, a 
slowdown in the rate of inflation, due 
mainly to a stabilisation in the prices of im­
ports with th¼ exception of fuels. On the' 
demand side, property market activities 
were hardly hit under the current tight mo­
ney market conditions whereas the slow­
down in private consumption remained li­
mited so far. Domestic demand for bank 
credits softened somewhat in recent 
months, resulting in a reduced growth rate 
of monetary aggregates. On the foreign ex­
change market, the Hong Kong dollar · re­
mained weak vis-a-vis the U.S. dollar. In­
terest rates are expected to stay at high 
levels in the coming quarter as policymak­
ers attempt to slow inflation and to prevent 
further depreciation of the exchange value. 

An analysis of the sources and uses of 
funds in the Hong Kong banking system in­
dicated an imbalanced situation between 
the domestic bank loan and traditional 
bank deposit outstandings. The domestic 
bank loans / deposits ratio stood at 112.1 % 
at the end of February, comparatively 
higher than the 1980 year-end ratio of 
107 .3%. This implies that many of licensed 
commercial banks in Hong Kong, foreign 
banks in particular, continue to rely heavily 
on the interbank money market for loan ­
able funds. Total interbank liabilities 
amounted to HK$28,825 million at the end 
of February 1981, equivalent to 28% of the 
domestic bank loan outstanding. In a way 
to strength their liquidity position, to meet 
the domestic capital formation needs of 
Hong Kong and to provide additional op­
portunities for investors to convert tempo­
rary cash surpluses into liquid interest­
bearing investment, foreign banks as well 
as finance companies in Hong Kong have 
been actively participating in the develop­
ment of the secondary money market by is­
suing short-term debt instruments, mainly 

-------



rkgotiable certificate of deposit. 

In a relatively short period of time, the 
CD market grew to be a major sector of 
the money market in Kong Kong. A total 
of 34 CDs were issued in the local money 
market over the last four years ending 
1980, with the volume of outstanding CDs 
in.::c~ased substantially from HK$250 million 
in 1977 to HK$2,600 at the end of 1980. 
Seven new CDs were issued through a pub­
lic tranche during the first quarter of 1981, 
bringing the total volume of outstanding 
CDs to HK$3,l00 million. U.S. Dollar de­
nominated CDs accounted for one-third of 
this total. It can be expected that, as the 
economy grows and matures, competitive 
forces will contribute to the growing sophis­
tication of an active secondary money 
market in Hong Kong. 

The total assets of the Hong Kong 
...,anking system amounted to HK$279,328 
million at the end of February. The largest 
asset item was loans and advances, account­
ing for 48% or HK$133 ,821 million of total 
assets. The second major asset item on the 
·halance sheet was amounts due from banks 
abfoad which expanded by more than 32% 
to HK$94.083 million in a 12-month period 
ending February 1981, highlighting the im­
plicit capital outflow due to interest rate 
differential factors. 

On the equities side, amount due to 
hanks abroad accounted for a lion share of 
44% or HK$122,835 million of total. The 
second largest liability items was traditional 
bank deposits which totalled HK$92.I85 
million at end-February I 981, claiming a 
33% share of total equities. Although no 
official figure on total net worth of the 
Hong Kong banking system has elsewhere 
been published. available data indicated 
that total net worth should be equivalent to 
6 :.... 7% of the total equities of the Hong 
Kong banking system. 

Total assets of the 317 Deposit-Taking 
Companies (DTCs) in Hong Kong ex­
pantkd hy 8% during the first two months 
of 1981 to HKSI-l0.182 million in February, 

.., 

attributable mainly to an impressive in­
crease in loans and advances. Total DTCs 
loans and advances amounted to 
HK$64,780 million at the end of February. 
up 8. 7% over year-end 1980 total. Domes­
tic · loans constituted roughly 50% of total 
DTCs loans and advances in February, 
whereas the proportion of domestic bank 
lending to total bank loan portfolio is 77% 
for the commercial banking sector. 

Partly affected by the current high in­
terest rate level, signs of some moderation 
in credit demand are becoming more evi­
dent in recent days. Total domestic credit 
to the economy improved by 2.3% in Feb­
ruary to HK$134,789 million, much less 
than the increase of 6% in the preceding 
month. A breakdown of the components of 
total domestic credit to the economy indi­
cated a 2.5% increase in bank loans to 
HK$103,335 million and 1.6% increase in 
DTCs lending to HK$31,454 million. These 
totals represented respective increases of 
49% and 106% over the year-earlier out­
standings. 

Alongside the restraining growth in to­
tal domestic credit to the economy, money 
supply, M3, rose by a mere 0. 7% in Febru­
ary, well down frorri an increase of 4.9%, in 
January. 

Money market conditions · remained 
tight throughout the first quarter of 1981. 
The 1st quarter averages of interbank mo­
ney rates of all tenors were 16.14% for 24-
hour call money; 17 .29% for 1 month; 
16.74% for 2 months; 16.53% for 3 
months; and 15.88% for 6 months. These 
avera_ges · were roughly 100 basis points 
higher than the corresponding averages of 
1980. Notwithstanding the continuation of a 
downtrend in U.S . . interest rates and some 
r:ecent slowdown in credit demand, the local 
prime rate remained unchanged at 17% 
throughout the first three months of 1981. 
The prime rate is expected to remain at 
this level for a couple of weeks ahead be­
cause of growing concern over the impact 
of capital outflows on the exchange rate of 
the Hong Kong dollar at a time of hefty 
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trade deficits. 

Shortly after the proposals made by the 
Financial Secretary in his 1981-82 Budget 
Speech to create a new category of deposit­
taking company, two Bills to amend the 
Deposit-Taking Companies Ordinance have 
been presented to the Legislative Council 
for discussion. The first Bill which P,assed 
on April 8, 1981, empowered the Governor 
rights to instruct the Commissioner of 
DTCs to suspend temporarily consideration 
of any application for registration as depos­
it-taking company received after noon on 
March 17, 1981. The exemptions to this 
amendment arc those applicants which are 
"lwllv-owned suh$idiarics of hanks. The se­
cond· Bill was gazetted on April 10. 1981. 
aiming at c:iassifying the existing DTCs in 

Hong Kong into two broad · categories, 
namely, registered DTCs and licensed 
DTCs. The Bill provides a 24-month transi­
tional period for all existing registered 
DTCs to manage their funding positions ac­
cording to the proposed deposit-taking 
criteria established earlier in the Budget 
Speech. A licensed OTC will be required 
to have a minimum paid-up capital of 
HK$100 million, or an equivalent amount 
.in any other currency. whereas the minim­
um paid-up capital of a registered DTC 
remained unchanged at HK$2.5 million. 
There were 332 registered DTCs operating 
m Hong Kong at the end of March I 981. 

A total of 3'.'> new hank branches were 
opened during the first quarter of 1981. 
bringing the total number of banking offi-
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ces in Hong Kong to 1,179 at the end of. 
March. Of this total, 743 were operating by 
34 locally licensea banks and the remaining 
436 banking offices belonged to 81 foreign 
banks established in Hong Kong. In addi­
tion to these banking offices, there were 
115 bank respresentative offices in Hong 
Kong -at the end of March. 

Hong Kong's inflation rate, although 
still high by international standard, has de­
clin.ed slowly to 12. 7% for the first two 
months of 1981, versus a 15.5% hike for 
1980. Further improvement can be expected 
for the second quarter of tne year, al­
though the prospects for a sustained reduc.:. 
tion to single digit inflation remain bleak. 

In sharp contrast to a 27.6% increase 
in 1979, civilian visitor expenditure rose by 
a mere 2.3% in 1980 to total HK$6,060 
million. This unfavorable record was due 
mainly to a 17% decrease in Japanese vis­
itor expenditure which traditionally account­
ed for more than 20% of total incoming 
visitor spending. Shopping is by far the 
largest expenditure item, constituting 'rough- · 
ly 60% of total civilian visitor expenditure 
in 1980. Hotel bills made up another 23% 
of aggregate expenditure. Incoming Yisitors 
numbered 335.511 in the first two months 
of 1981, up 5.4% over the same period of 
last year. Noticeable increases were re­
corded in tourist arrivals from the U.K. 
and Taiwan. whereas Japanese visitors 
dropped in numbers. 

............................................................ . . 

FOREIGN TRADE 
............................................................ 

External trade act1v1t1es slackened 
somewhat in the month of February, with 
total exports and imports dropping by 30% 
and 15% to HK$6,816 million and 
HK$9.091 million. respectively. The · sharp 
shortfall in export receipts during February · 
has resulted in a deterioration in the trade 
acwunt. The accumulated trade deficit of 
HKS3.2S6 million for the first two months 
of 1981 was up 43 % over the correspond­
ing total for the matching period of last 
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year. Compared with January-February 
1980, Hong Kong's domestic exports in the 
first two months of 1981 •improved by 
12.7%; re-exports by 61.8% and imports by 
29.6%. Indicative of the growing intra-i:_e­
gioiial trade act1v1t1es, re-exports now ac­
counted for more than 40% of Hong 
Kong's total export value, the correspond­
mg ·proportion in 1978 was 24%. 

According to an official business survey 
recently conducted by the Census and Sta­
tistics Department, the 1981 export outlook 
for watches and docks, electrical and elec­
tronic goods and· metal products appeared 
prom1smg whereas the textile industry 
might registered a 2% fall in demand dur­
ing 1981. As of February 1, 1981, the clo­
thing industry has orders-on-hand sufficient 
for 4.6 months; textile industry, 2.3 
months; plastic industry, 3.6 months; fabri­
cated metals, 3.6 months; and electrical and 
electronic products, 4.9 months. 

FOREIGN EXCHANGE 

The Hong Kong dollar effective ex­
change rate index was relatively stable in 
the month of March, hovering around the 
88 - 89 index level. Reversing its downward 
trend in the first two months · of 1981, the 
Hong Kong dollar posted a 1.4% apprecia­
tion against the U.S. dollar in March, end­
ing the month at HK$526 / US$100. Much 
of the gain can be attributable to the suc­
cessive reductions in U.S. short-term inter­
est rates. However, a strong resurgence of 
the local currency against the dollar is un­
likely in the near future unless there is a 
tremendous improvement in Hong Kong's 
trade performance. The net depreciation of 
the Hong Kong dollar vis-a-vis the U.S. 
dollar in the first quarter of 1981 was 
2.8%. 

The Hong Kong dollar posted a 1.2% 
decline against the Pound Sterling in 
March, ending the month at HK$11.880 / 
£1. This reduced the cumulative apprecia-

tion of the Hong Kong dollar in the first 
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q·uarter of_ 1981 to 2.7'¼, v1s-a-v1s the Pound 
Sterling. 

The Hong Kong dollar continued its 
upward trend vis-a-vis the Japanese Yen in 
March, appreciating by 2.1 % during the 
month to close at HK$2.50825 I ¥100. This 
represented a net appreciation of 4.8% for 
the first quarter of 1981. 

Against _ the Chinese Renminbi, the 
Hong Kong dollar appreciated by 1.2% 
during March to a mid-rate of HK$325.10 I 
RMB¥100. In the first quarter of 1981, 

the Hong Kong dollar has appreciated by 
2.1 % against the Chinese Renminbi, versus 
a 1.2% depreciation in 1980. 

SECURITIES 

Stock market activities turned listless 
during March with share prices drifting low­
er across the board in moderate market 
turnover. The Hang Seng Index of Share 
Prices (1964=100) slipped 118.23 points to 
close the rri-onth at 1,369.65. This r~present­
ed a cumulative loss of 7% from the year 
-end 1980 index level. Transactions vo­
lume amounted to HK9 ,094 million in 

March. raising the total market turnover 
for the first quarter of 1981 to HKS28.308 
million . This represented an increase of 
94% over the first quarter turnover of 
1980, but was comparatively lower than the 
market turnover of HK$42, 173 million for 
the December quarter of last year. 

.......................•............................•....• 

GOVERNMENT FINANCE 

In February 1981 there was a transfer 
of HK$2,735 million from the General Re­
venue Account to the Mass Transit Fund , 
bringing the total Government exp·enditure 
for the month to HK$5,366 million. Go­
vernment revenue, on the other hand, re­
duced by 33% during February to 
HK$3,335 million, but was 30% well above 
the year earlier total. Actual Government 
revenue and expenditure for the first 11 
months of fiscal 1980-1981 amounted to 
HK$26,611 million and HK$20,666 million, 
respectively, netting a budgetary surplus of 
HK$5,945 million. The accumulated fiscal 
surplus of the Hong Kong - Government 
stood at HK$15,284 million on February 
28, 1981. representing an increase of 62% 
over previous total. 

, 

HONG KONG GOVERNMENT ACCOUNTS 

Actual Official Official 

11 Months Estimate Estimate 

Ending Fiscal Fiscal 

( H KS Million) February 1981 1980 - 81 1981 - 82 

Go\'e rnmcnt Rc\'cnuc 20.011 29.IKlW · 32.524 

Government Expenditure 20.oo6• 19.677 24.643 

Budge tary Surplus 9 .313' 7.881 

A ctua l Surplus Carried Forward 5.945 o.lKKI 7.826 

Accumulated Fiscal Surplus 15.284 15.340 23.166 

Note : lnduding a transfer of HKS.1.8 15 million 111 the De,·cl11pment Loan Fund and the Mass Transit Fund . 

..- lndud ing a net addition of HKS2.7., 5 mill inn to total a· xpenditun: from the General Reve nue Account. 
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CITIBANK SPOTLIGHT 

THE CLOTHING INDUSTRY IN HONG KONG 

Foreign trade is the mainstay of the Hong 
Kong economy. The value of total exports and 
imports taken together was HK$209.9 billion in 
1980 or ahout twice the size of Hong Kong's 
gross domestic product. at current market prices. 
Because of its heavy dependence on international 
trade. Hong Kong's nominal GDP advanced at 
much the same rate as its domestic exports. 
averaging 19% per year during 1971-80. In turn, 
the rate of growth of domestic exports has 
tended to he the same as the crowth of clothing 
exports which still represented over 34% h_y 
\'alue of t11taI domc.,1ic exports in l9X0. 

Clothing industry is the largest manufactur­
ing. industry in Hong Kong. not only -u~ · a foreign 
exchance earner hut also in terms t>f hoth cm-• . 

ployment ;rnd numher of establishments. Clothing 
industry is hc.1vily export-oriented and ahout 
90% of its Jotal production arc for overseas 
sales. In Septemhcr 1980. there were 8.991 es­
tablishments in the clothing industry. employing 
a total of 255,700 workers or 29':·u of total man­
ufacturing workforce. 

In terms of absolute amount of national ac­
counting \'alue added which measures the net 
contribution to the total output of all manufac­
turing industries .. clothing industry accounted for 
27% of the \'alue added of all industry groups in 
1977 (latest data available). compared with the 
rcl;itive shares of 16% for textiles and 13% for 

FINANCIAL PERFORMANCES 
IIJ73 1974 1975 

electronics. An analysis of the inter-industry con­
tribution indicated that outergarments have tradi­
tionally contrihutcd more than 77% of the natio­
nal accounting value added and about 60% of 
total gross output of the industry. The second 
major commodity group is the undergarments/ 
nightgarments. contributing about 7% to the 
clothing industry. in value added terms. 

Financial .1nalysis bused on reported data in 
the Official 1977 Census Industry indicated that 
the Gross Margin / Net Sales ratio of the clo­
thing industry shifted upward from 34'¼, in 1973 
to 37% in 1977. However. op<:_rating expenses 
with lahor cost accounting for 75% of the total. 
were on an upward trend. attrihutable mainly to 
higher payment for new workers against the 
hackground of a tight lahor market conuition in 
the. manufacturing sector hy the time . The profit• 
ability of the clothi~g industry. as measured by 
the Net Income/ Net Sales ratio. was 6.4% in 
1977. comparahk to 7% in 1973. 

An analysis of the cost structure of the clo­
thing industry indicateu that the costs of con­
sumption of raw materials. fuels ;ind industrial 
services tradition.illy account for ovt:r 60'Yo of the 
total production cost. Logically. the import cost 
of raw mat..:rials is one of the key determin~mts 
affecting the pn~fitahility growth of the clothing 
industry. Thu~. the clothing sector as a whole 
enjoyed rnmparati\'ely higher profit margins u11-

OF THE CLOTHING INDUSTRY 
IIJ76 1977 1973 l'J7-! l'J75 IY76 IY77 

CHKS Millinnj. ( Expr.:".:J a, •:., of Sal.:,) 
N.:1 Sal.:, NUI 7Jhl 9:'i:'i!-i 12110., l:?'>h➔ 

Cn,t nl c; .. ,J, SnlJ J9XJ ➔ 9.l;'i . h:?IIX 1-ilKl;'i Xl7Y MA h7.II h;'i .11 hJ.S ll.•.I 
Gro~~ ~1ar!!in :?1117 :?➔ :?h JJ;'ill ~;'iYX ➔7X;'i JJ .h _,J.11 J;'i .O .,h.;'i Jl>.9 
Op.:ratinj! Exp.:ns.:s INl7 1911 :?hi:? .1n, ➔ 17., :?h.7 :?h.11 ~7.3 29.h .l:? .:? 
N,·1 O('<:r.tting lnmm,· ➔ Ill ;'il;'i rn, X;'i;'i h(:? h.1-i 7.11 7.7 h.X ➔ , 1 

1'.:I ln,· .. m.: Bdnr.: Tax ➔ :?➔ ;'i(;'i 7.,x X77 X.:?7 7.11 7.11 7.7 7.CI h . ➔ 

Suun.·i.: : c .. •n,u!\ nl lndu,1ry. 197.l. 197➔• 1975. 197h, & 1977. 
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dcr a seller's market condition in 1975 and 1978, 
accompanied by relatively cheaper costs of im­
ported raw materials. Labor cost accounted for 
another 25% of the total production cost 10 

1977. 

Except for a 2.7% decline in clothing ex­
p')rts in 1977 due to sluggish demand in major 
ov(!rseas markets, Hong Kong's domestic exports 
r' clothing have registered comfortable increases 
over the last decade. Since 1973. Hong Kong has 
heen the world's lareest exporter of clothing . In 
1980. exports of all types of clothing increased 
by I 6% . in value terms. to H K$23 hi Ilion ac­
counting for a 34% share of Hong Kong's aggre­
gate domestic exports. 

Broadly speaking. Hong Kong·s clothing ex­
ports can be divided into five major product 
categories. namely. textile clothing. leather clo­
thing • plastic · clothing. fur clothing and clothing 
accessories. The top two items of textile clo­
things remained to he trousers .inti shirts which 
collectively accounted for some Jo% or H K$8 
billion of total domestic c:lothing exports in 1980. 
Fur clothing exports from Hong Kong reached 
HKSS0-t million in 1980. up 11% over 1979: ex­
port of fur clothing in 1971 was a mere HK$! 
million. Fur clothing. as most of other clothing 
items. is largely for export sales as further ex­
pansion of local );ales is limited hy cli;ii·;11c condi­
tions in Hong Kong. At present. over 70% of 
clothing exports are outerwear. whereas the 
market share of undergarments / nightgarments 
continued to ·account for 22% of the total. 

Ahout two-thirds of Hong Kong's clothing 
exports -are traditionallv accounted for hv the top 
three markets. namely. the U .S.A .. West Tier­
many and the U .K .. The U.S .A . has been Hong 
Kong·s largest clothing export market ever since 
1965 and its share in Hong Kong"s clothing ex­
ports worldwide also increased steadily from 32% 
in 1976 to 40°/d in 1978 before falling back to 
35% in 1980 due to the continuing efforts of lo­
cal manufacturers towards market diversification . 
Indicative of Hong Kong"s successive efforts in 
market diversification. clothing exports to other 
medium markets (those sharing between I% and 
3% of total clothing exports) have shown signifi­
cant growth over the past few years. Compared 
with the 1979 export value. clothing exports to 
Switzerlands, Saudi Arabia and France h_ave 
achieved impressive growth rates in excess of 
30% in 1980. These three markets collectively 
accounted for 5% of total domestic clothing ex­
ports in 1980: the comparative market market 
share in 1979 was · Jess than 4%. 

At present, !tome 50% of total con~umption 
of textile fabrics by the clo~hing industry are met 
by imports, partly due to insutficient production 
capacity of the local textile sector. Besides, the 
inability of the local textile sector to produce 
high quality piecegoods with standards coping 
with the requirements of the garment sector, 
too, make it necessary for increased textile fa­
brics imports. Major imports items of the clo­
thing industry inclu_de woven cotton fabrics, wov- · 
en man-made fihre fabrics and fabics of silk. 
Hong Kong's imports of cotton fabrics and silk 
fabrics are placed chiefly with China, claiming 
respective shares of 30% and 60% of total im­
port values of these two items. 

Ever since the conclusion of the first restric­
tive arrangement governing Hong Kong's textile 
exports to the U.K. in 1959, there has been in­
creasing protectionism in international markets 
over the last two decades. At present, textile 
trades between importing countries and exporting 
countries are governed _by the Multi-Fibre Arran­
gement (MFA) which expires on December 31, 
1981. Under the provisions of the MFA. Hong 
Kong has succeeded in concluding renewed 
agreements with the U .S. and the EEC member 
countries in late 1977. These renewed agree­
ments which provide predetermined growth in 
Hong Kong's clothing and textile exports are val­
id for five years beginning January I. I 978 until 
the end of 1982. I 980 was the third year of the 
current HK / US and HK / EEC textile agree­
ments. Clothing exp6rts to these two market out­
lets increased by 14% to HK$17 billion in 1980, 
accounting for 74% of the global export total of 
clothing. Garment and textile export_s to Austra­
lia, Switzerland. Finland. Sweden -and Canada 
are governed by separate bilateral agreements. 

According to an official survey .. Hong 
Kong ·s Economic Prospects 1981 ••• export sales 
for the clothing industry are anticipated to in­
crease by 2% in 1981. in volume terms. against 
a 6% expected growth in local demand . West 
Germany will be the major source of the antici­
pated increase in overseas orders . The same sur­
vey indicated that the employment growth in the 

· clothing industry should register a 2% increase in 
1981. with the wage rates for operatives averag­
ing 9% higher than those in 1980. 

In light of the keen competition in exports 
of textile fabrics to major developed importing 
countries. most of the top-tier textile setups in 
Hong Kong has been aggressively diversifying 
out of the production of textile fabrics into high­
quality clothing. Since other neighbouring coun-
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tries continue to invest he:ivily on textile fabrics 
production. whereas Hong Kong has grndually 
been moving up to the high-end of the market. 
the leading position of Hong Kong's garment ex­
ports in international markets is expected to re­
main unchallenged in the long run despite the 
fact that the volume · of garment exports in next 
few years will depend crucially on the forecom­
ir.J negotiations under the Multi-Fibre Arrange­
ment. 

Another major factor determining the future 
development · of the clothing industry is the mo­
bility of labor. Labor cost accounted for over 

·60% of total census value added in 1977 for the 

USA 34.Ji 

II. ~rffll'O' 18. n 

UI( 13. 7i 

Japan 

Netherlands 
Switzer lands 

Canada 
Sweden 2.6;...._ 

Australia 1.6:_ 
O.nmari l.Z: 

Saudi Arabie 1. Z: 
France 1.Z: 

Others 13.41 

clothing industry. lncrca~cd p..iymcnt for lahor 
costs in the near future will cut ~harpiy into the 
profit margins of the clothing 1ndustry. In order 
to maintain stable rates of return . the garment 
sector will have to continue their trnding-up pro­
cess to produce high value-added_ and good qual­
ity products and be flexible and adaptable to 
new market trends. In this aspect. overseas 
market researches should be conducted to facili­
tate the production and selling technique. Pro­
duct diversification within the clothing sector has 
been carried out and continuing improvement in 
quality control will assure . the competitive edge 
of Hong Kong's garment exports in the long run. 

Textile Clothi~ 90.0S 

Fur Clothing 3.51 

Leather Clothing 0.7'1 
Plastic ·clothfng 0.2% 
Clothing Accessories 5.61 

L _______ ___. 
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SELECTED ECONOMIC STATISTICS 

· . .;: 

- FOREIGN TRADE (HK$ Million) 
~~; 
!:,· 
-:.;-..,: 

%Change in 

1980 1981 Feb '81 Jan-Feb '81 

Jan• Jan• over over , 
Jan Feb Feb Jan Feb Feb Feb '80 Jan-Feb '80 

Total Exports 7044 5919 12963 9674 6816 16490 +15.2 +27.2 

-Domestic 4997 4131 9128 6346 3938 10284 - 4.7 +12.7 

-Re-Export 2047 1788 3835 3328 2878 6206 +61.0 +61.8 

Imports 8132 7124 15256 10685 9091 19776 +27.4 +29.6 
Trade Balance -1088 -1205 -2293 -1011 -2275 -3286 

TRADE WITH USA (HK$ Million) 
%Change in 

1979 1980 1981 Jan '81 Jan-Dec '80 

Jan• Jan- over over 

Dec Dec Jan Dec Dec Jan Jan '80 Jan-Dec '79 

Total Export 1927 20792 1701 2182 25677 2593 +52.4 +23.5 
-Domestic 1760 18797 1515 1855 22592 2222 +46.7 +20.2 
-Re-Export 167 1995 186 327 3085 371 +99.5 +54.6 

Imports 902 10365 873 1245 132 JO 1120 +28.3 +27.5 
Trade Balance I025 10427 828 937 12467 1473 

BANKIN<:; STATISTICS (HK$ _.Million) 
%Change in 

1980 19111 Feb '81 Dec '80 

on:r over 

(End of Period) Jan Feb Dec Jan ,. Feb Feb '80 Dec '79 

No . of Licensed Banks (Operating) l06 I06 113 114 115 + 8.5 + 7.6 

Total Bank Deposits 7!Xl63 7!XJ65 88490 92689 92185 + 31.6 + 30.2 
-Demand 13853 13493 15752 16551 14535 + 7.7 + 16.1 
-Time 23071 22473 29929 34301 36149 + 60.9 + 41.4 

-Savings 33139 34099 42809 41837 41501 + 21.7 + 28.7 
Amount due to DTCs 21641 23CXJ6 28992 28435 31467 + 36.8 + 44.8 
Bank Loans & Advances 86928 90791 124403 130935 133821 + 47.4 + 49.9 
-Domestic Loans f>6 '.!23 69306 94970 l(K)830 )()3335 + 49.1 + 52.6 
-Offshore Loans 20705 21485 29433 30105 30486 + 41.9 + 41.7 
Domestic Loans ,., 94 .5 98.9 I07.3 108.8 I 12. I ; I 

!i Deposits 
/0 

I 
Amount due from DTCs 11323 11983 20790 20224 20553 + 71.5 + 81.4 -1 

' Currency in Circulation 9524 9888 l04M 12121 10823 + 9.5 + 19.1 , . .. 
Muncy Supply. M1 21226 21647. 24124 20007 23615 9.1 15.7 + + 
Money Supply. M~ 77436 78219 9o8o2 102745 101265 + 29.5 + 28.7 
Awrage Liquidity (%) 53.6 53.6 48.4 46.3 46.1 

Nu. uf Registered DTCs 272 272 302 312 317 + 16.5 + 12.3 
Deposits 27596 29551 42716 43085 4f>488 + 57.3 + 74.4 
Loans & Advances 37742 3906U 59549 62504 64780 + 65.8 + 55.4 
-Domestic Loans 14552 15304 29317 30965 31454 +105.5 +116.I 
-Offshore Loans 23190 23756 30232 31539 33320 + 40.3 + 22 .0 
\lonc·u Supply. M• 105032 10i 770 D9578 141>430 147753 + 37.1 + 39.9 

Total Dcp,"its uf Banks & DTCs 97659 99616 13.1206 13ti374 138673 + 39.2 + 41.9 
Total Domestic Loan~ of Banks & DTCs 80775 8-4610 124287 131795 13-l789 + 59.3 + b4 .0 
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