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We beat all the international
airlines in Asia

In 1961 we won the Boeing maintenance award
from the U.S. Federal Aviation Agency ahead of all the other
big international airlines. And we've won it every year since then.

As you can imagine it wasn’t the easiest award to win. But we did.
Let’s be honest, because some people don’t expect us to be so meticulous
we re super meticulous in everything we do. In our world-wide
maintenance system, in our crew. training and with our food.

Our standards are top international standards because
we are competing with the world’s top airlines all over the world.
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35 CITIES AND'S CONTINENTS

CALL YOUR TRAVEL AGENT OR AIR INDIA — HONGKONG H-222131-5 - KOWLOON K-660377




THINKING OF
YOUR STAFF?

For all forms of Retirement
Benefits and Group Life
Assurance Schemes
consult:

| D
GUARDIAN ASSURANCE CO., LIMITED,
2nd Floor, Union House, P. 0. Box 94,

Hong Kong. Telephone: H-233061.

You get a great deal from Guardian

{ huse’ campaign.
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The Hong Kong General Chamber of Commerce

As the Bulletin went to press, our
textile negotiators returned gloomily
from Washington, having played their
handsome — if involuntary — role in
the ‘Let’s keep Dick at the White
; In their wake,
wiher storm clouds slowly gather on
the Hong Konlg horizon.

Before the Washington mud had
dried the boots of Mr, Cater and his
colleagues, the Danish Government
announced that they too were enter-
ing the game of let’s all-put-a-
surcharge-on-imports. Although our
total sales to Denmark are less than
one tenth of our US sales of clothing
alone, the Danish market is useful and
profitable, and had until this year
been expanding well. Furthermore,
Denmark was already on the way to
improving its balance of trade with
Hong Kong. And it was doing so
by selling more to Hong Kong, which
is —in our eyes — the right way to
go about things, rather than imposing
artificial restrictions.

In this situation, it is well worth
()img stock of our advantages. Out-
standing among these is the fact that
to-date it has not been a bad year.

Provisional figures for the first two-
thirds of the year were released at
the end of September. The total of
domestic exports for August itself was
17 per cent higher than that for
August 1970, which represents a
healthy jump by any standards. More
importantly, figures for the eight
month period from Janvary to
August show a growth of rate of
almost 15 per cent over 1970, which
in turn showed an increase over

1969, which in turn showed an in-
crease over 1968 . . . and so on.

Just to keep the record straight,
re-exports during 1971 have also
shown a pleasing increase of 19 per
cent. And this alone is an extra
HK$344.61 M. worth of trade.

Until August, we were still gaining
ground fin our three main markets—
the USA, UK and Germany. Despite
the restriotions facing us in the USA,
sales of direct exports to this market
this year were up by over $500
million. Obviously it is now difficult
to hope that this will contime, but
the USA still is and will remain our
major market—which is why talk of
retaliation is so foolish.

Also encouraging is the surge
ahead in HK’s one time mrain market,
the UK, where there has been a
growth rate during 1971 in excess of
25 per cent. (And we in turn have
been buying a lot more from Britain!)

And growth in the EEC cannot be
called disappointing while our prin-
cipal customer, Western Germany,
continues to take our products at a
growing rate, buying this year well
over 15 per cent more than during
1970.

The Chamber does mot advoocate
living in a fool’s paradise, or wish to
minimise the problems ahead. For
two decades now we have succeeded
in the face of tremendous odds.
Those odds may be growing—but we
too are stronger and better able to
face them. The infrastucture of a
sound economy is there. We must
fight to build upon it and improve
it.
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Plain man’s guide to the
international monetary crisis

President Nixon’s announcement of
August 15th 1971 made an impact
on Hong Kong mainly because of its
clause on imfports surcharges. But
what the President really did was to
§pse in dramatic fashion the
sucsses and cracks that had been
building up over a period of years in
the free world’s monetary system.
Last month, the International Mone-
tary Fund, the fpolice force’ of the
financial world, tried at its -annual
meeting to obtain agreement on what
was needed to eliminate these stresses.

The operation and control of in-
ternational monies is a complex and
forbidding subject. But the re-
solution of today’s problems wili in-
fluence vitally the future prosperity
of Hong Kong — one way or the
other. In this Tatest ‘plain man’s
guide’ we try to explain the history
and significance of the major themes
in the currency crisis and show how
they affect Hong Kong. Since it is
a—subject of major importance, we
5\ ote the majority of pages in this
issue of the Bulletin to our exposi-
tion.

What exactly did President Nixon do
in making his announcement of
August 15th?

The most important thing he did
was to suspend temporarily the
theoretical convertibility of the US
dollar into gold. He ‘closed the gold
window’, as it has been described.
He thus terminated a practice that

has been the cornerstone of the free
world’s monetary system since the
end of world war two.

How does this system work?

Basically, via three underlying units
— gold, convertible currencies and
what are known as Special Drawing
Rights. However, the last of these
is a relatively new innovation, intro-
duced by the International Monetary
Fund (IMF) only two years ago, and
we will consider it later. For most
of the past 25 years, gold and con-
vertible currencies have been the
two important operational units.

To understand the working of these,
we should look at the book-keeping
of a nation, particularly as it affects
its trading. If we simplify, we can
say that there are two tiers in ma-
tional accounts — current account and
reserves. In this, national accounts
are not fundamentally different from
the accounts of companies or indeed
of individuals.

Any country that is a trading nation
— and this includes most countries to
a grealer or lesser extent—uses its
current account to settle transactions
between international buyers and
sellers. For example, if a Hong
Kong exporter sells to an importer in
the USA he may ask to be paid in
HK dollars, US dollars or a variety
of other currencies. From the
buyer’s point of view it doesn’t mat-
ter a great deal what he asks for.
But at some stage or other the buyer
will have sold US dollars ini order to
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buy the foreign currency — the ‘ex-
change’ — with which to meet the
HK seller’s invoice. These dollars,
in the books of the US Government,
would be entered under its current

(}wunt.

This is straightforward enough. What
are the complications?

It is only straightforward as long as
the growth of trade keeps pace with
the growth of money supply, and as
long as trading between nations is
roughly equal in volume and bi-
lateral. It doesnt take much im-
agimation to realise that in practice
this rarely happens. For example,
during the late nineteen-sixties alone
world trade increased by about one-
third. These, you will recall, were
Hong Kong’s alltime boom years.
On the simplistic theory, an equiva-
lent increase in convertible currencies
would have been needed to finance
this. Needless to say, things did not
happen in this neat fashion.

l{x }e second complicating factor is
that some countries over a period of
years will buy more than they sell —
or vice versa. Hong Konlg is a good
example, but we have the good for-
tune to be able to balance our deficit
on trade by other means. The UK
is another example of a country that
has bought more than it has sold,
although in recent years this im-
balance has improved somewhat.

But the most important instance is
the USA. Although a large importer,
the US normally runs a favourable

balance on its trade account, but re-
cently this balance has steadily de-
clined. In 1964 the USA had a trade
surplus of some US$7,500m. By
1969 this surplus had dropped to
just under $2,000m., and despite a
temporiary jump in 1970, the balance
dropped into deficit during ¢he first
half of 1971,

The USA, moreover, like the UK,
operates on a far larger scale than
HK, and has commitmenls in other
fields — defence and foreign aid for
instance. These commitments have
turned the favourable trade balance
into an overall deficit. As is well
known, the States has operated with
a permanent overdraft —so to speak
— for some time.

If they've managed to do it so far,
why can’t they carry on in the same
fashion indefinitely?

You try fthat one om your bank
manager!

Partly, of course, because the trade
deficit is a new element, but more
importantly because a country can
only run with a deficit on ourrent ac-
count if the cumrency of that country
is supported by the second tier in
its accoumting system —its reserves.
The sitwation becomes clearer if we
look at the nature of these reserves.
We said earlier that they consisted of
three units — gold, convestible cur-
rencies, and drawing rights with the
International Monetary Fund.

Yes but surely you've implied that
convertible currencies are part of cur-

9



rent account? After all, what are con-
vertible currencies used for?  For
trading or travel, are they not?

Ah, this is where the story really
starts! You see, convertible currencies
are not just any ourrencies, but only
certain agreed ourrencies. There
would be little point in including say
Hong Kong dollars, Egyptian pounds
or Indian rupees in your reserve ac-
count since they are not usually re-
cognised for reserve pumposes. You
can trade with them, certainly, as
long as you can find a seller who will
take them in exchange for his goods.
In other words, they can act as
foreign exchange, but they cannot act
as reserve currencies. This is the
essential difference that must be kept
in mind.

It is widely known that the major
reserve currency is the US dollar,
followed by the pound sterling.
Other currencies, the French or Swiss
franc for example, may also be ac-
ceptable. A nation which has a cur-
rency that acts as a reserve currency
is therefore especially vulnerable if it
is running a deficit on current at-
count. It must not only think about
the balance of its own reserves, but
also its pposition as an underwriter of
world liquidity.

Obviously, if the US dollar is the
reserve currency, the USA cannot
run a payments deficit continually
without other countries holding
dollars in their teserves becoming
suspicious.

The nature of world reserves is re-
vealing. In fact, only 37 per cent of

the world’s reserves are held in the
form of gold. Somewhat more than
this is held in the form of dollars.
You cannot expect nafions holding
dollars to be pleased about a situa-
tion in which the country that is uf§
derwriting the major part of the
reserves is continually living above
its means, as it were.

What you are saying, therefore, is that
the USA can no longer run a deficit
on its current balance, cope with de-
fence commitments dnd foreign aid,
fight inflation and wnemployment at
home, and also allow the dollar to
continue to be used as a reserve
currency?

You're on the right lines, but you
haven’t quite got the whole picture.
It’s unlikely that the US Treasury is
suggesting that the dollar should
abandon its role as a reserve cur-
rency. (Although some US bankers
have asked why it should not do ex-
actly this. And it’s revealing that at
the recent IMF meeting, none of the
nations with currencies that are p@:
sible candidates for a reserve roi,
Germany for example, came forward
with a specific offer to help).

We must take into accouat, firstly, the
relationship between the dollar and
gold, and secondly the President’s
growing dissatisfaction with what he
regards as the unfair trading policies
of some nations, motably Japan and
EEC countries.

Let's take these separately. What is

the rold of gold?
The role of gold in relation to world
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currencies is in theory simple — but
in practice complex, illogical and
maddening. One is tempted to des-
cribe the link between the dollar and

~0old as a marriage between a stern,
i Jvel-headed businessman and a capri-

‘cious and demanding bar girl. When
she gets bored with her husband, she
can always have a night out with the
dealers in the ‘free’ market. We
shall describe this free market later.

But for the moment, you must realise
that the relationship between cur-
rencies and a metal such as gold is
artificial, and has meaning only for as
long as men choose to put ‘meaning
on it. Gold today cannot be called
a truly basic raw material for the
creation of useful goods. The value
of gold is based on an act of faith
between nations.

To illustrate the frustrations, gold has
in recent years theoretically, if unoffi-
cially, increased in value, while it has,

({-" anything, depreciated in. atilitarian

lue. US gold stocks have dropped
by some US$14,000m over 25 years,
but the governments that have bought
this gold have not in many cases
even bothered to transport it from
the USA, leaving much of it in the
vaults of the Federal Reserve Bank!

The system started with the Bretton
Woods agreement of 1944, which
saw the birth of the IMF. This wak
an attempt to get away from the
beggar-my-neighbour policies that
characterised Governmental attempts
to preserve the values of national

currencies during the 1920’s and 30's

-and which, according to some com-

mentators, contrtbuted to the out-
break of world war two.

At Bretton Woods, an attempt was
made to bring what may be called
‘orderly trading’ into international
money dealings. The rates of ex-
change between national currencies
were set at fixed parities (to use the
official term) and currencies being
bought or sold on the foreign ex-
change markets were not to be allow-
ed to vary upwards or downwards
by ‘more than one per cent of par.
The IMF was established partly in
order to oversee this system of fixed
parities, which is why it has been
described as the ‘police force’ of in-
ternational finance.

However, in order to have a scale of
relative values between different cur-
rencies you must at some stage have
an ultimate yardstick against which
you are measuring all of them. Gold
acted as this yardstick. To set the
basic standard, the price of gold was
fixed at US$35 per ounce.

The dollar was able to accept this
role because the USA owned a lot of
gold. At the end of world war two,
US gold stocks were worth a massive
US$24,000m. The condition of the
US dollar becoming the ‘numeraire’
therefore was that the doltar wouid
be freely convertible into gold at the
fixed price of $35 per ounce. This is
really what is meant by a reserve
currency — that it should be freely

Con’t p.21
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Briefing

News from the Chamber...

and the rest of the world

The New York Fashion Scene
by PHILIP AU YEUNG

‘In New York the fashion scene is
completely different from " what is
happening in Hong Kong, because
firstly everybody's going for antique
garments. We would never be able

‘to get anything from the ‘thirties

period or the ‘twenties period. This
miakes the kids dress up casually.
‘When I first went to New York,
the 1920s look was in, but that only
lasted for about one and a half years.
Then the period started moving up-
wards from the twenties to the 1930s.
Everybody started buying thine-stone
pins and plastic bracelets and tiarras.
That was summer 1970 in New York.

‘Now they are going into the 1950s.
All the kids, even the boys, are wear-
ing calf-length pants and saddle shoes.
Girls are wearing bangs with pony
tails. Plaid taffeta shirts like  those
ol the Ttalian couturiers are popular
now. Plaids generally are coming
in.

‘Secondly, all the kids are not rich.
They oount really down to the very
last cent on buying clothes. They
have to get the best the cheapest way
—in other wo:ds, everybody wvears
jelans; or they make their own clothes.
They seldom. go to dressmakers be-
cause dressmaking is very expensive
in New York. So they may buy from
department stores and thel boutique
market tras a large variety of clothes
to choose from, from Europe and
other places. As a result, everyone
is an individual.

‘As for make-up, the girls in New
York go for the extreme — like stage
and opera make-up.

‘A mos} important thing is jewellery.
The sun, the moon, the stars, th
are three véry important elements
jewellery today. People are stasrtmg
to make black, thick plastic bangles,
with moon and stars and rainbow
motifs, studded with diamantes. Girls
love to wear silk flowers on their hair
and they wear ear-rings.

‘One thing about New York, it
secims Tike a public party every Sunday
afternoon. People welar their best,
try to look as flamboyant as possible,
even the boys. They bleach their
hair to stark white and then dye it in
nainbow colours likel purple and hot

- pink.

‘If today you feel like wearing
something made of plastic, then wear
it And maybe tomorrow you feel
in a very duli mood, so just simply
wear something black. Everybody
walking on the street is the audience,
and it is like a show to everybody
‘That is New York fashion.

‘An exciting part about living
New York is most people have s»plifc
personelities. They live two totally
different types of life style — working
li‘e and their own private life. The
older generation ‘have more or less
the same life style, not as severe as
the younger generation, but they are
doing the same thing. They love
clothes, they dress up for parties and
so even the older generation have got
the chance to do what they want.

‘But not in the Midwest. New
York is the! only city that can get away
with it!?
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The Vice-Chairman, Mr. P.G.
Williams has been nominated as the
Chamber’s representative on the Trade
Development Council for the current
ear.

'( Mr, M. Muspratt—Williams has
been nominated ws the Chamber’s
representative on the Industrial De-
sign Council for the current year.

[0 The Chamber is investigating the
question of increased premia or rents
for renewable Crown Leases and its
effect on industrial costs. In order
to obtain as realistic a view as possi-
ble on this question, any specific
figures which manufacturers may
wish to put forward to assist the
the Chamber in its study will be
most helpful.  Members should
address their correspondence to the
Secretary. All- information will be
kept strictly confidential.

[J Exporting and Importing Meim-
bers are reminded of their obligations
under the Importation and Exporta-

n (Registration of Imports and

ports) Regulations to lodge trade
declaratlons and pay ad valorem
charges on @ll imports and exporis
other than those.of categories of
goods exempted under Regulation 3
within 14 days of importation ard
exportation,

For further information, members
should contact the Depariment. of
Commerce and Industry.

(O The Inland Revenue Department
has published a general information
pambphlet on taxation in Hong Kong,
Members can see a copy of this

“sioner,

pamphlet in the Chamber’s Library.
Individual copies are available from
the Inland Revenue Department,
Central Government Offices, West
Wimng, 10th floor, Hong Kong.

O Mr. P. O. G. Forbes, Acting
Senior Australian Trade Commis-
spoke to members of the
Chamber’s Australia Area Section on
September 15th in the auditorium of
the Hong Kong ‘aqd Shanghai Bank
Staff Training Centre. His talk
centred around two-way trade be-
tween Australia and Hong Kong, the
present state of Australia’s economy,
and its overall trade policy. A
general question and answer period
followed Mr. Forbe’s dalk. Some
forty members were present at the
meeting.

[J The Hong Kong Trade Develop-
ment Council will be organising the
following promotions late this year
and early next year:—

BOAC/TDC British Businessmen’s
Visit from November 5th — 17th.

Participation in the Comis—Tricot
Knitwear Fair in Milan, from Januairy
18th — 21st.

Participation in the Nuremburg
International Toy Fair from February
5th — 11th.

Participation in the Cologne House-
hold and Domestic Appliances Fair
from February 6th — 19th.

Members who are interested in
any of these promotions showld con-
tact the TDC at the Ocean Terminal,
tel. K-670151, for further details.
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A. The Chamber’s fashion scholarship winner, Philip Au
Yeung (centre), gave his views on the New York fashion
scene to pressmen on his return to HK. (see also p. 12).

i B. The Chamber assisted the German Consulate General in

| organising the Hong Kong delegation to the %th Overseas

Import Fair ‘Partners for Progress’ in Berlin, which was

| held from September 20th to 26th. The ten member

mission was accompanied by Assistant Secretary, Clement

| Tsang, who acted as co-ordinator for the participants.

| A view of the Hong Kong display and Mr. Klaus

| Schiitz, Governing Mayor of Berlin speaking at the
opening ceremony.

C. Members of the US Apparel and Textile Trade Mission
called on the Chamber o1y September 30th during a three-
day visit to promote sales of American garments. Seen
from {eft to right is the Vice Chaitrnan; Mr. Stanley
Nehmer of the US Department of Commerce; the
Chairman; the Secretary; Lt. Col. I. G. Daniel, Vice-
Chairman of the Chamber’s North American Area Com-
mittee; and Mr. Ellis Meredith of the American Apparel
Manufacturers Association.

D. The Chamber hosted a Farewell Dinner in homour of
H.E. the Governor on September 22nd at the Hong Kong
Club. Some 110 Chamber hosts including past and
present members of the Chamber's Council, General and
other Comunittees together with senior members of the
Chamber staff, were present to honour the Governor.

E. Mr. H. C. Fung, OBE, Member of the Chamber’s General
Committee (see Pen Profile p.17).




Brieﬁng - continued

[J) During September, the Interna-
tional Trade Department arranged
a total of 136 business contacts. for
members and issued or endorsed
49 letters of introduction to- members
making business trips abroad. The
Department also received, processed
and passed on to members a total
of 1,195 trade enquiries.

(O The Marine Department has just
published a revised edition of its
booklet The Port of Hong Kong.
The booklet covers such information
as port services and regulations, an-
chorages, pilotage and buoyage, En-
try and Clearance Procedures, etc.
The publication is geared to those
who are directly invoived or inter-
ested in shipping and the port and
is therefore not available to the
general public. Copies may be obtain-
ed from the Marine Department.
The Chamber also has a limited
number of these booklets which will
be available on a first come first
served basis to members who have
a specific interest in this subject.

(0 Scanservice and Nedlloyd ship-
ping lines have announced that with
effeot from April Ist, 1972, they
will integrate their services between
Europe and the Far East. Along with
their conventional vessels, the new
joint shipping service is scheduled to
introduce container services along
this route in the middle of next year,
with six container vessels operating
three sailings per month each way.
Further details will be announced by
the new line at a later date.

O The Hong Kong Productivity
Centre will be offering the following
courses in November:—

Training Course for Construction
Foremen — given in Cantonese from
November 3rd — December 4th, @)
$250.

Towards Better Personnel A dministra.
tion — given in Cantonese from
November 4th — December 30th,
fee $350.

Salesmanship and Sales Promotion—
given in Cantonese frcm November
9th — November 30th, fee $200.

Network Analysis and Its Applica-
tions in Construction Industry —
given in Cantonese from November
16:th — December 14th, fee $200.

Business Practices—given in English
from November Ist — November
6th (full-time), fee $500.
Basic  Systems  Analysis (NCC
Package) — given in English from
November 8th — December 18th
(full-time), fee $3,000.
Computer Programming (RPG)
given in Cantonese from Nove-m@)
11th — December 23rd, fee $300.
Weft Knitting Technology — given
in Cantonese from November 9th —
February 1st, fee $350.

For futher information please con-
tact the Productivity Centre.

{(J Jardine Matheson & Co. Ltd.
has just put out a publication describ-
ing the range of Jardine’s activities.
Members can see a copy of this very
well' presented publication in the
Chamber’s Library or apply for their
own copy directly from Jardines.
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Pen Profile
H.C. Fung

‘Why would you want to write
about me?" asked Fung Hon Chu,
OBE, JP.

As he undoubtedly takes up a great
deal of space in ‘Who’s Who in Hong
(\ )ng’, this question came as a sur-
prise and shows that Mr. Fung
possesses a very admirable quality —
the ability not to take his own pro-

minence and importance too seriously.

Strong Personality

A stocky, powerful-looking man
with a strong personality, he speaks
candidly and well, as befits a man
who is a past-Chairman of the Tung
Wah Group of Hospitals, and who has
at one time served as an unofficial
member of the Urban Council for five
years, and an unofficial member
of the Legislative Ccuncil for six
years, and who was awarded an OBE
in recognition of his services in 1965.

H. C. Fung was born in Canton,
and came to Hong Kong in the early
"thirties. He received his early
education here and became a na-
i=palized British Subject. In 1937, he
'@n@d a Hong Kong branch office
of Li and Fung Ltd., a company
which his father and a partner
established in Canton in 1906. After
the Pacific War, the Hong Kong
office became the head office.
Today, the company has nine export
departments specializing in specific
lines ranging from ready-to-wear
clothing and textiles to toys, wigs,
plastic flowers and so forth.

As one of the Colony’s leading
exporters, Mr. Fung naturally antici-
peted some questions on problems
currently facing Hong Kong trade —

such as the recent economic develop-
ments in -the United States — and
whipped off his comments with rapid
fire precision,

‘I'm naturally concerned over the
present situation in the United States
— which is our flargest market. The
implications for Hong Kong of Presi-
dent Nixon’s new economic measures
are that Hong Kong will stand to lose
a portion of its export trade with the
US. At best the growth rate, if any
at all, will be marginal.’

Turning to another problem for
exporters, the ocean freight increases,
Mr. Fung was equally frank, ‘Freight
increases have been put into effect
all too often. There was an increase
in January this year and another one
is scheduled for November. The
average increase in terms of percent-
age has been around 17, which is
more than what the tarffic can rea-
sonably bear. The Hong Kong
Shippers Council has been doing a
fine job, but without the support of
the shippers little can be achieved.’

China Watching

Mr. Fung doesn’t think that com-
petition from Mainland China is a
very vital issue at present, ‘It's too
early to do much with China,” he
said, ‘It seems China cannot divorce
politics from drade. And at the
moment, those trading with China are
faced with problems such as uncertain
deliveries, and the fact that it is far
safer, at least in the meantime,
to buy from stock than from
orders. Moreover we are still far
more sophisticated in our designs,
packaging, etc., so I don’t think we
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will meet much competition from
China for quite a while yet.’

Mr, Fung travels several months
out of every year, mainly to their of-
fice in Taiwan, to Singapore and to
Ot buyers in the US and Europe.

Greatest Achievement

When he has time to himself,
H. C. Fung enjoys reading novels —
‘especially novels with a lot of excite-
ment and adventure. 1 also like
taking pictures. I don’t go as far as
developing and enlarging my own
photographs; I just enjoy taking
them.’

If asked what his greatest achieve-
ment to date is, Mr. Fung would pro-
bably say ‘being a grand-pal’” His
eldest son has just had a baby daugh-
ter and he is obviously as pleased as
can be abomt it, Like all Chinese,
H. C. Fung is family oriented. He
has two sons and three daughters,
all of whom have either graduated
or are still attending a university in
- derica. When he rattles off their

ademic qualifications with the na-
tural pride of a father, it includes a
PhD., a MA and a MBA from the
best, most prestigious schools the
United States has to offer — Harvard,
MIT, Princeton, Berkeley and UCLA.

A real believer in education, Mr.
Fung points out that the 7limited
openings available at the local
universities present a real problem
for those who cannot go abroad to
study. ‘But even more serious is the
problem of primary education. When
I was on the Legislative Council, I

urged Government to introduce com-
pulsory primary education. Govern-
ment now provides free mprimary
education, but with the pressing
conditions existing in Hong Kong
now, compulsory education is a
necessity. This, of course, would
entall a stepping-up of our social
welfare  programme. In many
families, children work and it would
be an economic hardshp if the
children could no longer bring in
their share. Government should com-
pensate these families somehow to so
that the children can go to school.

Bridging the Gap

‘I also think that it would be
worthwhile for the Government to
establish a Youth Advisory Board —
with the mitimate creation of a Youth
Department within the Government
to deal with youth problems.

‘There is a generation gap which
has been widening over recent years,
and unless we go into this problem
in depth, we cannot solve it. I feel
that this gap has something to do
with education, The young people
are not being educated properly.’

Although he centainly can, H C.
Fung clearly does not live in an
ivory tower. He possesses a strong
sense of social consciousness. Having
served the community for many years
in a variety of different cajpacities he
remanked, ‘I enjoy participating in
civic activities, And I’m still very
interested in anything that I can be
of help in’

That is good news for Hong
Kong.

19



A print shop on your desk, ridiculous?

A. B, Dick has a quality print shop espe-
cially designed for your desk top. Now
you can produce quality letterheads, bul-
letins, office forms—using line drawings,
photographs, solids and colors with an
A.B. Dick Model 320 Table Top Offset.
The Model 320 is priced to minimize
yourinvestment. Since it can reproduce a
variety of quality work that might other-
wise be sent out, you will save money on
supplies and overall printing expenses.

Your jobs get done fast. The Model 320
operates at speeds up to 7500 copies per
hour. This means you can have the
printed material you want, when you

want it. ‘:D

If you are tired of paying little men ridic-
ulous wages and they still keep falling
off your desk, why not call for a Model
320 Table Top Offset demonstration to-
dayat...

ABDICK. & % <&

DODWELL
% BUSINESS MACHINES
\ A DIVISION OF DODWELL &CO0.LTD,

SINCERE INSURANCE BUILDING
HONG KONG,
Telephone: H743321
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Monetary crisis - continued

convertible into gold, or into a cur-
rency that is in turn freely convertible
into gold.

But this didn’t work out in practice?
2%y but it was much better than
w..ything that had gone before, and
give the system credit for having
served the world well over two de-
cades. You may be sure that Hong
Kong would have Had greater diffi-
culty in expanding as a manufacturing
and trading centre without the stabi-
lity brought abou't by this system.

But cracks and stresses did develop
with time. At Bretton Woods the
vast and mapid expansion of world
trade that occurred in the *fifties -and
’sixties could not have been foreseen.
Nor could the fact that some nations
would develop into vast consumers of
manufactured imports, wihile others,
such as Japan and Germany, would
contribute more than their expected
share of these exports.

Qre have been, of course, devalna-
Tions and revaluation at different times
during the last twenty five years.
But these —even the most recent
British  devaluation — were under-
taken after consultation with, and
with the approval of, the TMF. In
these instances, the rules were ad-
justed, not ‘abandoned, The underly-
ing stresses in the system are of re-
cent origin. The first serious
evidence of weaknesses became ap-
parent in 1969, when the two-tier
market in gold was established. Al-
though the USA adamantly insisted,

with IMF backing, on maintaining the
official price of gold at $35 per
ounce, a secondary free market was
created in which gold was bought
and sold according to supply and de-
mand. In this secondary market,
gold in European markets has in re-
cent months reached a price of
around $43 per ounce.

Then, some 16 months ago, Canada
decided to let its dollar ‘float’. 1In
May his year, Gemmany and the
Netherlands followed suit. At the
same time the Swiss franc and the
Austrian  schilling were revalued.
Since then, consequent upon the de-
claration of August 15th, many
strong ourrencies — including sterling
— are in effect floating.

Whereas a clearly defined revaluation
or devaluation is in accordance
with the principles of Bretton
Woods, a ‘float’ is not. A currency
that is floating is afllowed to find its
own level in the foreign exchange
markets, according to the forces of
supply and demand, If all currencies
floated permanently, it would be diffi-
cult to establish a true reserve cur-
rency, and the advantages that have
been made possible by the Bretton
Woods system would no longer
obtafin.

In practice, currencies are usually
allowed to float only within certain
limits; and, it has been supgested,
Governments occasionally step in to
see 'that the direction of float is to
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If you only think of passenger
lmers when you thmk oi P&O0...
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..think again!

, There is more to the P & O Group
than the 20 passenger liners that
sail the oceans of the world. The
P & O Group of 240 ships includes
passenger and car ferries, oil, bulk
and ore carriers, container ships,
cargo liners, heavy lift cargo ships
and offshore service and fishing
vessels. The P & O Group also
operates air freight services, shipping
and forwarding agents, frelght brokers,
ship charterlng compames travel
agents, insurance companies, en-
gineering and ship repairing com-
panies, ship suppliers, motor transport
and international road haulage com-
panies and isalso involved in a

|

holiday resort development,

In Hong Kong, Mackinnon, Mackenzie
& Co., Ltd., — a member of the P & O
Group — looks after the P & O

Group passenger, cargo and crew
interests of P & O Lines, Eastern &
Australian Line, Union Steamship _3,
British India, Hain-Nourse, Strick

Line and Trident Tankers and in
addition to this they incorporate ,
Mackinnons Travel, Mackinnons °
General Trading and Mackinnons -
Godown Co. So next time you

think of P & O — think big! -

Hong Kong Agents:

Mackinnon Mackenzie and Co.
Telephone: H-232011.
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their own currency’s advantage, thus
giving rise to what has been called
a ‘dirty float’.
Faced therefore with incréasingly
“hicult  circumstanices,  President
{_ Xon announced that he was closing
the window of the gold shop.
I see the USA’s problems. But what
was the final crunch?

In 1969, the United States owmned
US$11,860m. of gold against liquid
liabilities to other Central Banks and
Governments of $11,990m. By mid-
1971 the wratio had changed to
$10,570m. of gold against $32,120m.
of liabilities. Hence, the Nixon an-
nouncement.

How closed is the' gold shop?

Only temporarily, one assumes. The
President [took this stelp Iparily bek
cause he wishes to make an effort to
improve Asmerica’s balance of pay-
ments, and partly beocause he believes
Qa certain ourrencies—notably the
nese Yen — arel overvalued. He
also believes that the USA has taken
a lead in encouraging world trade
that has not been followed fairly by
other nations — again principally the
Japanese, but also the EBC. He
hopes that by taking a firm stand he
will force other 'Countries to take| ac-
tiom.
One must also take into account a
variety of background forces. Restraint
of textile imports, while not directly
related to she currency issue, arises
from the same environment. Britain’s

attelmpt to enter — and therefore pre-
sumably to strengthen — the EEC is
another possible cloud on the Nixon
horizon. Finally, one must remember
also that Mr. Nixon will probably seek
re-election wmest year. 'A president
who has ‘saved the dollar’ makes a
good candidate.

What does he hope to achieve by the
August 15th measures?

Basically, anm dmprovement in the
domestic economy of the USA. At
first, it was categorically stated that
the USA would mnot consider re-
valuing the price of gold against the
dollar since this wiould be tantamount
to a devaluation of the dollar. Since
the IMF meetinig in Washington last
month, it appears — but has not beeln
clearly confirmed — that the USA
may now consider increasing the price
of gold, if other countries, notably
Japan and the EEC, will consider re-
valuin'g their currencies.

A Japanese revaluation of the order
of 15 or more iper cent has been sug-
gested. Again, at first Japan said a
dategoridal ‘no’, but it now looks as
though Japan could be hlaving second
thoughts. But no doubt a Japanese
revaluation will also be on conditions.
A German ceivaluation of aboult eight
per cent has been suggested, with per-
haps other EEC countries falling into
line propoxtionately. If these: changes
came about the effect would be to
make US exports morel competitive
and Japanese and European exports
less comipetitive, and this would go
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Join a bank
and

When it's @ bank like The Chartered, ina | come in. In Hong Kong, all over Asia
place like Hong Kong, you really see the | in fact, we're involved everyday with the
world. The whole worid. Hong Kong's | financia!, advisory, administrative and
life blood depends on imports and ex- | marketing sides to trading. We've got a
ports, Think of itasa supermarket, with | whole range of facilities to offer impor
countries as clients and you get some | ters and exporters. That and a fund of
idea of its sgope, And that's where we . information about this part of the world,

THE CHARTERED BANK:

You see ourcrest nalolof places,
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some way to ‘achieve the President’s
aims.
President Nixon’s objectives in the
currency field are walso linked with
objectives in the trade field. State-
Ms were miade suggesting that the
ugust 15th tpackage would not bej re-
pealed until the ‘US had achieved a
substantial payments surplus and the
EEC and Japan had amended some
of their frading practices. Tt now
appelars that the US is not insisting on
achievinlg an adtual swrplus but re-
cognises two levels of priority, a re-
alignment 'of currency rates, and an
adjuskment in trading practices. The
latest statement from the US Treasury
implies that the imponts surcharge
would igo once “other governments
will make tangible progress towards
dismantling barriers to trade .
and will bel prepared to allow market
realities freely to determine exchange
nates for a transitional period.” Wihiat
the President has got in mind on the
trade front is increased frecdom for
the US to export to and invest in
; 'an alteration in the EECs ton~-
troversial agrioultural policy, and no
eixtension inn “associate” membership
of the EEC.

What then is the currént position? Can
we expect any moves in the immediate
future?

Well, the IMF meeting came up with
sevefal suggestions and plenty of good
will, but no definite move was an-
nounced by any nation attending. dt's
a bit like a cat-and-mouse gaine —
who is going to make the first mowve?
It has been suggested that President

Nixon had expected a quick capitula-
tion when he got tough last August.
This didn’t happen. But he’s wnlike-
ly to move unless Japan and Europe
move with him. For the! longer tenm,
it's also been suggested that the key
to the problem lies in extending the
Speleial Drawing Rights Scheme.

How does this help?

The SDRs are the thind component
of a country’s ceserves. They have
been called ‘paper gold’, although this
is a bit misleading. They were intro-
duced by the IMF about two years
ago to help sudain the growth of
world trade, without having o in-
creasel the swgpﬂy of gold or of reserve
currencies, both of which are of
course [imited. The way in which
SDRs operate is somewhat complex.
The Bulletin devoted a leading
article to SDRs in its Ootober 1969
issue, which explained their operation
in some detail,
In brief, SDRs are available to a
country running & payments deficit.
They are book-keeping transactions,
credited to any of the 118 member
nlation's of thie] IMF in proportion to
that pation’s wcontributions to the
Fund, which is in turn related to the
size of its economy. When a countrny
in payments deficit wishes to use its
Rights, it alerts ithe IMF head-
quarters, which then requires a country
in payments surplus to accept them.
In return the sunplus country provides
lar ourrencies — either its own
or those of a thind nation — which
can be used to reduce the deficit.
It has been suggested, notably by the
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A banking department
where business comes first.

Leiig

What is TCID?

The letters T.C.LD. are the initials
of the Trade and Credit "Information
Department of Th¢ Hongkeng and
Shanghai Bank.

What is its function?

TCID was conceived twelve years
ago as a specialist business information
departmet to cope with the heavy
traffic of overseas and local business

enquiries re  business
existing in Hong Kong.

opportunities

How does it operate?

TCID obtains all its
openly from the company

information
under

. consideration, It compiles 2 complete

information file (ie. Bankers Report)
on that company coupled with a
recommendation. At the same time it
provides that company with a complete
informatich file {Bankers Report) on

you with a recommendation. .

How can TCID help me today?

TCID has become the largest organi- .
sation of its type in Asia, and has
many thousands of information files
on local and overseas companies. These
are available instantly on specific and
legitimate request.

Contact TCID at The Hongkong and
Shanghai Bank in Hong Kong direct or
through your own bankers.

The Hongkong and Shanghai Banking Corporation

Branches, Agents and Correspondents throughout the world,






