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10 DOWNING STREET

From the Private Secretary 25 March 1983

HONG KONG

You asked me whether an article in the Hong Kong Standard
of 16 March, reporting that during his visit to London Dr Mahathir
warned the Prime Minister about the way we were handling our
talks with the Chinese over the future of Hong Kong, is
consistent with the facts.

As you know from the record I provided at the time, this
matter was not raised in the talks between the two Prime Ministers.
Mrs. Thatcher has since told me that the only point made by
Dr. Mahathir on Hong Kong in the course of his visit was that
something would be necessary to save Chinese face.

John Holmes, Esq.,
Foreign and Commonwealth Office.
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TALIGERAM MASUK

"For your information, Hongkong Standard of March 16 carried a
report by Ray Hearn from London about Y43 iP¥'s “Stern sarning”
to Thatcher over future of Hong KonzV ‘ppended below is full
text of reportsi:=-

"Tread softly, Thatcher told"

A 3tern warning over the futurs of llong hong has been delivered
to Prime Minist r Margaret Thatcher by her Malaysia counterpart,
Datuk Seri Dr Mahathir Mohamad, On a visit to Britain the
Malaysian Prime Minister said, '"Be careful, other Southeast

Asian countries are concerned over the future of the territory.”
Downing Street sources say that in privete talks, DUr Mahathir
voiced his country's worries over the ''Problem” of long Kong

and how the British Government has so far handled it. He told
of Halaysia business interests in ths territory and what might
happen to taese in 1957,
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1t is believed that Krs Thatcher was told of Malaysian dismay

at the way in which the talks with the Chinese leaders had been
nandled, anc the subsesuent business chaocs in long Konge

The tremors fros this nad been . felt throughout Southeast Asiae
it is also understood that Frs Thatcher has heeded the Malaysian
lez icr's warmning, an3d will possible "Tread ssftiv! in future.

Ur “ahathir was in Spitain ostensibly for ¢rade talks with the
British Jovernment, sut used the oscasiosn O voice hi. fears
over the futura of Hong konge 1t is alco understood that the
Sinzapore lovernmant i° jemonstrating similar fears -as that
exprecs=d by toe Malaysian leaJere -. _.pat is worrying botn
Singapore an: Malaysian leaxaers is a miss exdéuc of rich Chinese
capital from the ares, which will take their money to the United
states and C,nada, pather than countries peareat to Hong fonge
The "Knock-on" effect for both Siagapore and Malaysia if the
wrong decisions are made, is thousht to be "Devastating''e

Mps Thatcher is being urgsd not to stress the "lLepal’ status

of Hong ¥ong, and 1o attempt to work out a d3al. ~ Ray Hearn

in London"e




