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Anthony Wu wears many hats, but when he is not managing
the Hospital Authority, strategizing for the Bauhinia Foundation,
or advising banks, he loves enjoying a fine meal and wine, and
perhaps checking the form of his racehorses.
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The favourable first impressions that narcissistic leaders
make are not sustainable over a period of time.
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When the best ingredients are used to make seemingly
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0000000000000000000000000000

Health: The Whole Package 044
gogooooooon

Most people (60%) feel they are in good health, with
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Clients Testimonials

“1CG worked seamlessly and there were no hitches in getting

everything set up in the new office in a timely manner.”
Angela E. Fire, GM, Director, Global Reiocation Services
(Paragon Relocation Resources Limited, a giobai refocation company)

“ Nevertheless operationally we continue on as smoothly as before
and with the cost saving of a full time Staff we have increased our
spending on IT infrastructure resulting in better IT equipment and

greater Staff satisfaction as our end users.”
Andrew Scane, Managing Director

Townland Consuitants Limited
(an international design and architecture company)

THE IF-CONSULTING GROUP
." cari

Contact Us: "
T: 4852 2369 9618  W: www.i-cg.com <
E: info@i-cg.com Ei. ICG.ASIA A - 31 o

’ linking IT to business success
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Quality Top Competitive Advantage for Hong Kong Private Businesses
Product/service quality is the number one source of competitive advantage,
with 69% of privately held businesses in Hong Kong ranking it as a “strong” or
“very strong” source of competitive advantage, according to findings from the
Grant Thornton International Business Report (IBR).

Quality has been rated the highest in the survey since 2008 (74%). Ethical
business practices were also rated highly in this context, recording the biggest
jump from 51% in 2008 to 68% in 2010 among all the competitiveness factors.

Innovation becomes the weakest important source

The survey also revealed that Hong Kong privately held businesses are least
confident on innovation as a source of competitive advantage. Respondents
rated it as “not very strong” or “not strong” as a source, despite innovation
HKGCC Members can send their news to editor@chamberorg ik being a significant source of sustainable competitive advantage for privately
i e e e e D Gl it held businesses, especially at a time when low-pricing-strategies make very

contributions as it sees fit. . .
000000000000000 00 editor@chamber.org.hk little difference.
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Hong Kong businesses' key competitive advantages (%)

0000000000 (%)

2008 2010
Least
Strongest | Strongest | strongest

O O ooad
Product/ service quality 00 /0000 74 69 5
Ethical business practices 0000000000 51 68 5
Workforce skills 00D 00D 54 63 7
Brand strength 000 O 62 60 8
Staff retention DO O O 50 60 8
Cost management 00 0 O 54 59 7
Pricing policy 00 0O 52 50 7
International market links D0OoCO OO0 40 45 18
Innovation O O 38 37 19
Economies of scale DO OO 45 33 17

Source: Grant Thornton Intemational Business Report 2010 00000 000000000000 020100
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00—00000000000000000000000000069%000000
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Ooo0op20080000000000/MOO0O0O0O0ODODOODO7T4%0000000O0
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02008 0 0 51%0 0 02010 O O 68%0
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ONE COMPANY.
ONE CURRENCY.
ONE INVOICE.

ONE LESS THING
TO WORRY ABOUT.

With DHL IMPORT EXPRESS WORLDWIDE, it's simple.
Importing usually means lots of regulations, middlemen, paperwork and so many other details.
Why not rely on DHL IMPORT EXPRESS WORLDWIDE to handle your imports? One company door-to-door.
One competitive price. One invoice in one currency. That means fast delivery without excuses, hidden costs
or worry wrinkles. Sign up on www.choose.dhl.com/hongkong to start saving today.

GET AT LEAST 10% OFF YOUR IMPORTS, PLUS OTHER SPECIAL OFFERS TODAY!

Open an account with DHL for great savings on your imports and other special offers from now till
31 August 2010. Simply sign up on www.choose.dhl.com/hongkong today.

y—=) 7/ 4

EXCELLENCE. SIMPLY DELIVERED. =4 A A G —
LXPRESS

This offer is only applicable to brand new customers who successfully open accounts in DHL. Terms & Conditions for the offer can be found on www.choose.dhl.com/hongkong



06 | News in Brief 0 00 O |TheBulletinJOOO JUN 2010

Brits Fear Outliving Pensions Hong Kong confidence remains strgng at 99 pglnts. ﬁ

00000000000 Global average up 5 points and China up 4 points.

oooooooooo gobooooboooeuunboonoooooosoboooooosnn

Research findings show that 0
more than half (59%) of 1o
British adults fear they will 100
outlive their pension savings,

90

as increasing longevity means
workers are having to save 80
more money to fund a longer

- - o . o 70
life in retirement. The findings
from research commissioned 60
. 2H 2006 1H 2007 2H 2007 1H 2008 2H 2008 Q12009 Q22009 Q32009 Q42009 Q12010
by Prudential also revealed . —=— Global Average 0000 —=— Hong Kong 0 0 —=— China 00
that 55% Of adu'tS are Creatlng Source: Nielsen Customer Confidence Survey 0000000000000
‘second pensions’ and
supplementing retirement Saving for a rainy day is still where Hong Kong consumer’s spare cash goes, yet their
income with additional savings interest in investing in stocks / mutual funds and spending on holidays / vacations
and investments in order to and new technology products remain strong.
e el 000000000000 0000000000000000/000000000000/0
Almost one in three (31%) voboooooooooooooo
British adults have or are Hong Kong 00 Global 00

looking to boost pension
savings and create second N
) . . Investing in Share of stock/ mutual funds
pensions, 36% said they intend 0000/m000
- o o Holidays / vacations
supplementing their pension

oo/moo
with additional cash savings, Outofhome enertaimert |

Putting into savings
oo

Holidays / vacations
oomoo

Putting into savi ngs _

New clothes

Out of home entertainment -
ooo

g Paying off debts / credit cards/ loans
17% are looking to boost e dlothes it cords/ loan 30
i i i New technology products New technology products
pension Income using stocks D - D -26
and shares and 15% Plan to Paying off debts / credit cards/ loans - 20 Home improvement / decorating - 26
downsize their homes and e ]8 P N
Retirement fund 19 Investing in Share of stock/ mutual funds - 23
release equity. In addition 19% _ noonn 9 ponRmEBEoo 2
" Home improvement / decorating 16 | have no spare cash 12
of British workers would oooo/mo 1 0oooooo 12

con5|der using Pald Source: Nielsen Customer Confidence Survey 00000000000000 Il Q1 201020000000 I Q4 2009 20090 000

employment to help fund their

retirement over and above Population Growth Raises Fears for Safety and Community

their expected pension ooooooooooooon

While most Australians acknowledge population growth will be good for the nation
in general, fears of associated social problems and diminished quality of life exist for
many, according to TNS’ recent Sustainable Population Growth Study.

income.

|:| ooo00o0ooos9%dnonod
ooooooooooooo

gooDooooooooooon ooooooTNsOOOOOOOOOOOOOOOOODOOODOOOOOODOOODOODODO
gooooooooooooon gobOooobooooobooboooooooboooooboboOooooooo

000000000000 0O55%
goooooooooooooo

gooDoooooooooooo
Ooooooo The amount of traffic 00 0 91% | Availability of housing D00 O 77%

00O00O31%0000000 Availability of car parking 0 0 O O 91% | The cost of living 0O OO 73%
OooO0O0DO00DO00DO36% Airquality 000D 88% | Waste management 0000 70%
OoOooOoOoOoOooOooooo Housing affordability 000000 869% | Our electricity supply 00 OO 67%
0000017%00000000 Housing density 000 0 86% | Our health system 000D 66%
OoOoOoO00OO0OOoOooon Marine and waterway health 000000000 84% | Availability of jobs 000 O 61%
15%0 000000000000 Native plants and wildife 000000000 83% | The sense of community 00 0 O 61%
D000000 19%000000 Our water supply 0000 79% | The character of housing 00 0 O 60%
OoooO0OoO0OoOOoOoOooo The amount of green space 100000 79% | My personal quality of lfe 000000 54%

ooooo Safety in the local community 0000 0O 79% | Our public transport system 000000 53%
(% Australians nationwide 0O OO0 0)

Aspects of life that will change for the worse in my local region with long-term population growth

gooooboooooooboooooo
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Special Reports

[N Ny O [y

Anthony Wu wears many hats,
but when he is not managing
the Hospital Authority,
strategizing for the Bauhinia
Foundation, or advising banks,
he loves enjoying a fine meal
and wine, and perhaps
checking the form of his
racehorses. The Bulletin spoke
with the new Chamber
Chairman about his career,
Hong Kong’s economic
prospects, and where he sees
the Chamber heading on the
eve of its 150th anniversary.
Following are excerpts from
that interview.
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‘he New Chairman

Bulletin: Congratulations on being elected
Chairman of the Chamber. How do you
plan to juggle all your hats?

Anthony Wu: The three jobs that I do — the
Hospital Authority, Bauhinia Foundation,
and now the Chamber, are very different, but
have some similarities. The Hospital Authority
is, of course, running public hospitals, while
the Bauhinia is a think tank that formulates
strategies. This has some similarities to

the Chamber, as we focus on improving
Hong Kong’s competiveness, but all three
organizations have something in common —
they all have a very efficient and professional
management team in place and that makes
my job a lot easier. I can focus on strategy and
policies rather than operational issues.

B: On the eve of its 150th anniversary, do you
think the Chamber needs to reposition itself?
And if so, which direction do you think we
should be moving towards?

AW: First of all, we are the largest and the
oldest chamber in Hong Kong. If you look

at the membership, we encapsulate every
kind of company, large, medium and small
companies in all sectors from Hong Kong,
Mainland China, Europe, U.S., Japan ... So,
without doubt, we are the true representative
of the business community.

To keep pace with globalization,
technology and also the political
developments in Hong Kong and elsewhere
in the world, we must keep abreast of changes
and change ourselves. We have to encourage
and engage more of our members to
participate in public policies deliberations. We
should also proactively advocate changes that
would be good for Hong Kong. The business
community should no longer be silent. We
have to speak up to make Hong Kong a better
place in which to live and to do business.

B: What do you feel are the top-three
challenges facing Hong Kong?

AW: Talent, political development and aging
population — which somehow ties in with the
first one. To address these, Hong Kong has

to find ways to attract more talent to come to
live and work here. Hong Kong already is a
very attractive city, but we have to continue to
improve.

Hong Kong is a very vibrant city and
with the Mainland being next door and our
integration with the PRD, I really believe we
are a land of opportunities. With excellent
business, education, health care and other
facilities combined with the convenience of
everything here, the package that we offer is
second to none.

B: How do we address the aging population
challenge?

AW: Now, one in eight people are over 65,
but by 2033, one in four people will be over
65 and one of those will be under 21. I think
the Chief Executive was right to encourage
people to have children, but attracting more
talent to Hong Kong will help to sustain our
competitiveness in the world economy.

B: China is emerging as one of the world’s
most powerful economies. Do you think
Hong Kong will be marginalized?

AW: I am confident that Hong Kong will not
be marginalized for many reasons — location,
rule of law, governance, business values, etc.
However, there is a danger that local people
like me may find ourselves being marginalized
if we do not continue to improve ourselves.

However, Hong Kong is a cosmopolitan
city and it has been built on a melting pot of
nationalities from around the world.
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Integration with the Pearl

River Delta will be one

of our biggest engines of
growth over the next 20

years, and I think rather
than marginalizing us,
this will make Hong

Kong much stronger.

B: There has been
some criticism
about government
and businesses
colluding. Do
you think these
complaints are
Justified?

AW: T have great reservations about people
who make such accusations. Take a look
at what is happening in other parts of the
world. PPP (Public Private Partnership)

is the trend, so I cannot see why they say
there is a problem with government and
business working together for the good

of everybody — provided that you have

a transparent system to let people know
what you are doing. The government
cannot do everything by itself, and the
business community has the expertise and
the resources to help step in.

I see PPP as a crucial next step in Hong
Kong’s development. If you look abroad,
you have PPP built schools and hospitals
which are providing people with a wider
choice of where they send their children
or where they seek treatment. But in Hong
Kong, we are not used to that concept yet
so it will take some time.

B: I understand you are quite a food
and wine lover. How did you become a
connoisseur of fine wine and food?

AW: I like all kinds of food — Cantonese,
Shanghai, Chiu Chow (because I am Chiu
Chou) — and am happy eating at anywhere
from Michelin Star restaurants to a dai pai
dong — as long as the food is good.

I don’t think you would believe me
if I told you that I had my first drop of
alcohol on my 21st birthday. That was
the day that I started working at Ernst &
Young in London as an article clerk. In
those days, clerks had to carry the bags
for their seniors, so at lunchtime everyone
went to the pub. They ordered a glass of
bitter for me, which was a horrible, warm
glass of liquid. Next time I tried a gin and
tonic, and then wine, which was the start
of my journey into wines.

B: I understand another one of your vices
is racehorses?

AW: I enjoy horse racing, and I do own a
few horses, but the problem is that I am
too busy to really enjoy them. Before
I became Chairman of the Hospital
Authority, I used to go to Shatin
twice a week to watch the morning
work. I would have an early night,
then the next morning drive to



We wish the Chairman and
Members of the HKGCC
General Committee a
successful year in 2010/2011

Jardine Matheson is a diversified
business group focused principally
on Asia. The Group’s interests
include Jardine Pacific, Jardine
Motors, Jardine Lloyd Thompson,
Hongkong Land, Dairy Farm,
Mandarin Oriental, Jardine Cycle &
Carriage and Astra International.
These companies are leaders in

the fields of engineering and
construction, transport services,
insurance broking, property
investment and development,
retailing, restaurants, luxury hotels,
motor vehicles and related activities,
financial services, heavy equipment,
mining and agribusiness.

www.jardines.com
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Shatin where the air is very fresh and talk But looking at the bigger picture,

with the trainers and jockeys, which made members have a very strong sense of social

a refreshing change from talking with responsibility and I hope we can continue

business people. this proud tradition of working for the
good of business and Hong Kong for the

B: The Chamber will celebrate its 150th next 150 years. ¥

anniversary next year. Where do you see

the Chamber going in the next decade?

AW: I think this is the perfect time to
reflect on what you have done, and look
at what you want to do in the future.

I am still young, so I don’t know what

the Chamber did 150 years ago, but in

the past 10 years, for example, some of
the initiatives that we launched brought
benefits to the whole society. We proposed
the idea of CEPA, the One Company

One Job campaign during SARS, and the
re-launching of Hong Kong thereafter.
We also came up with the idea of the
Graduate Trainee Campaign, and
S0 on.

So much of the work
that the Chamber does is, of
course, to benefit members.

Congratulations and Welcome to
The Chairman
el
Members of the 2010/2011
HKGCC General Committee

With the Compliments of

COMTR
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Ready to celebrate?

There's no better reason than a milestone achievement.
At Ernst & Young, we couldn’'t be happier for Anthony Wu
being elected the Chairman of the Hong Kong General
Chamber of Commerce in 2010. We hope you'll join us in
congratulating him. Cheers!

What's next?
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Congratulations to the New Members of
the HKGCC General Committee

on their Appointment CHEUNG KONG GROUP

G m @ @

Cheurg Kong §Hoklings: Histichison Whasgos Chwesrgt Faoeyd IniFasiruin Hesnglong Electric



16 | Special Reports 0 00 O |TheBulletinOOOO JUN 2010

shipOPPPO OO O0OOOOOOODOOODODO
gobooooboooobooooooooboooo
goboooobooooboooooooobooo
gobooooboooooboooooooobooo
goboooooo

oobooooooooooooooobooono
gobooooboooobooboooooboooboono
gooOoooboooooboooooboooobooo
gobooooobooooooooooooooo

gooooooooooo—--—-0000
goooooooobooboooooo

ooooooooooboooooo
ooooooooooooooo

gooboooboz21000000
gooooobooooboo
gooooooboooooo
goooooooooo
gooooooogo
ooooooooo
ooooooooo
gooooooo

obooooboooobooooobooooobooo
oboooobooooboooobod

oooOooobooooobooooobooooboooo
gooooooboooobooooboobooooboooo
oooOoooooooobooooobooooooo
goooooooooboooobooooobooo
gooooooooooboooobooooobooo
ooooooooogoo

obooooboooobooooobooooboooo
oobooooboooooooooosouoonog
gobooooioooooooboooooboooon
gooOoOoobooOocepPAUDDOOOODOOOO
goooooooooboooobooooboooo
goooooooooboooobooooobooo
o0oooo

000000000000 000Donon
00000000000000000000000
01500 0000000000000000000
000 R

MICE i B =g —— — International

A it R B il
Corporate Travel Seminars & MICE Travel Expo — C

BRI RIER S—

EEERIRER

The only of its kind in Hong Kong, our Travel Expo ITE & MICE, which this year will be held
from June 10 to 13 at the Hong Kong Convention & Exhibition Center, feature over 600

international exhibitors from some 50 countries and regions from all over the World.

11 Jun - Corporate Travel Day 7NB+— [EigikiESEQ]
Venue: HKCEC-Hall 1 Onsite Forum i#{3 &R\ 13588 (RIZREEE)

I LESE
RBAE
Pre-registration for
FREE Admission

On June 11 are practical seminars on Corporate Travel / Event Organizing tips particularly suitable for HR, managers and executives in charge of

corporate travel and event management. Topics include:

O How to attract media to your Press Conference / Event? O WEIRSIEERHIRNFEE RS RHERETE ?
O F&B menu selection tips for different functions / events 0 EHESTBNHBRRIONG
O Making returns from your events / exhibitions 0 RAEBTHREENOR
O Budget control through online booking tools: 'why & how' 0 WEZERRLrAsITEEEHEE
O Become an outstanding MC 0 #BHenId&
O Techniques of Building Actionable & Effective Email Marketing Campaigns 0 BIUfTBRNEHEHBEEI
with successful case sharing from Travel Industry (IRERRINEFDZ)
O Digital Marketing in Travel Industry 0 EHNSERIE - EES|ZEL (SE0)
O Dissect social media marketing beat of travelers 0 SHOHRETREERNERTRBSENER
O Setting travel insurance policy for your employee 0 REIHESENREREHE

More interesting topics can be found in our website! Due to limited seats, you are advised to reserve your seat earlier! Please pre-register or reserve
your seat at www.itehk.com / www.itehkmice.com, which also contain other details like exhibitor list and main program etc.

Under one roof, you can collect information on destinations and venues, source and talk to your suppliers, updating yourself on latest trends and

networking. For inquiry, please email to visitor@tkshk.com.

/_\ Organizer
i I{“J""’“”’" sreste TKS Exhibition Services Ltd
ERREBRBAERAA
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History tells us we will recover from
the Great Global Recession, but
problems in Europe, and
lacklustre demand in the
U.S. might stretch out
this history lesson,
writes David O’Rear.
ooooooooooo
oooooO0o0ooooo
0000000000
ooooooooo
ooooooooo

e’re back, or at least that’s what the numbers show.
No more worries about double-dip recession!
Booming trade and lots of people queuing to buy
flats, regardless of price or down payment means Hong Kong
is back in business. And, as the first graph shows, we’re not
alone.

All the national accounts sub-sectors show a solid, broad-
based recovery from the depths of the past two years. Hong
Kong’s 8.2% real growth in the first quarter of 2010 should
be celebrated as the best performances in four years. Trade,
the overwhelmingly dominate factor in our highly globalized
economy, roared ahead at a pace not seen since the 1980s. Pri-
vate consumption contributed well, and capital investment
produced its second double-digit rise in a row.

The second graph shows the strong bounce back from the

depths of the global trade and financial crisis (2007-?), all
is not as it seems. In comparison to two years ago, before

Strong(ish) First Quarter
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the rich world dove into the deep end of the pool without
looking, the economy is still not fully recovered. The two-year
long red line in the third graph points out that the economy is
still slightly below where it was in Q-1 2008.

Nevermind. Don’t worry, be happy!

Hong Kong’s two-way trade exploded by a stunning 23.2%
in the first quarter, the fastest pace since Q-4 1988, over 21
years ago. But, once again the two-year comparison isn’t as
pretty. True, two-way trade in real terms is some $277 billion
higher than in Q-1 2009, but it is still lower than in Q-1 2008,
lower by $30 billion.

But, surely, I hear you say, demand in the major markets
is picking up quickly. We’ve got the orders to prove it! OK, I
believe you, really I do. But, just like Hong Kong, other markets
are looking good only in comparison to last year’s disaster.

Take U.S. merchandise imports for example. In the first
quarter, they were $87.2 billion higher than a year earlier, up

David O'Rear is the Chamber’s Chief Economist. He can be reached at david@chamber.org.hk
0000000000000 00O0O0O0Odavid@chamber.org.hkO
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24.7% (in nominal terms). But, that’s still not good enough.
Even at $440 billion, first quarter purchases from abroad were
still 12.6% below the level of Q-1 2008, and 6.1% below even
the January-March 2007 levels. In fact, that amount of imports
is almost exactly the same as in Q-1 2006, four years back.
Hong Kong’s jobs front is not giving great reasons for joy,
either. Although the headline unemployment rate is down to 5.0 1
4.4% in recent months, we’re not creating more jobs. This
year, the total number of people employed, year-to-date, is
still below the same 2009 level, and under-employment —
people who wish they could work more hours (no kidding!)
—is up 1.3%. Subtract one from the other, to generate a ‘fully
employed’ figure, and the 0.4% contraction in the latest period
is the 16th monthly year-on-year decline in a row. (10.0)
So, if the number of jobs is still declining, why has the 2005 2006 2007 2008 2009 2010
unemployment rate fallen by half a percent since late last year?
The answer is in the denominator. The unemployment rate is
the number of people who want to work, but can’t, divided
by the number of people who want to work (i.e., the labour
force). What has driven down our unemployment rate this
year is simply a faster decline (-0.7%) in the size of the labour 150 -
force than the drop in the number of employed people. m;‘gﬁﬁ
History tells us we will recover from the Great Global Reces- LCON
sion, if only because we always have in the past. However, we 50
will need several months of insight to know for certain if recent
problems in Europe, or sluggish demand in the U.S., will pass
us by. Stay tuned. ¥& (5.0)
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(10.0) - Investment
Chewing the Fat (150) 1

(20.0) -

2005 2006 2007 2008 2009 2010
Slow down
Time is money, or so the saying goes. But, sometimes
slower can be better, and not just when cooking a

fine dinner. Trucks and locomotives tend to be stuck
within a certain speed parameter, if only because a

450

someone bumping up against your backside can ruin an
entire trip. Airplanes trying to fly too slowly may end up
landing in places not on the itinerary, and in ways not
conducive to preserving airworthiness. But, out on the 400
high seas, the rules are different.

Container ships loaded with cargo heading for major
markets in the U.S. and Europe generally will want to
make the best possible speed, so as to satisfy customers’
needs, reduce costs and be in position to pick up the 325
next shipment. But, when the destination port is full of
empty containers, and other ships looking for paying

425

375

350

300

2007 2008 2009 2010

cargo, stretching out that cruise across the ocean may be
the best idea since the forty-foot container.

When the global trading economy shifts to full speed
astern, as it did last year, slowing down ships may make reduce the time they might spend paying for berths in
good business sense. The worldwide shipping industry port. Easing back on the throttle by 5-8 knots can also
lost about US$20 billion last year, even as bunker fuel shave several percent off the fuel bill. Customers,
prices fell by about $100 a ton. Slowing ships essentially however, have to wait for delivery, or switch to much

takes them off the market for a few days, which helps to more costly air freight.
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Shifting Trade Winds

The Mainland registered its first foreign trade deficit
in six years, which makes the renminbi’s path to
appreciation more difficult, writes Mayee Lang

gbobooooboooooooooooooo
ooo

hina’s President Hu Jintao con-

tinues to reiterate that allow-

ing the renminbi to appreci-
ate will not solve the sino-U.S. trade
deficit. Instead, the country will stick
to its own timetable for the yuan, and
will not yield to pressure from other
countries.

Trade statistics compiled by Chi-
na’s General Administration of Cus-
toms show that in the first quarter
the country’s foreign trade surplus
plunged by almost 80%. In March,
China’s imports exceeded its imports,
to record its first trade deficit in
six years. Moreover, the renminbi’s
exchange rate rose to 6.8259 against
the greenback, its highest close in six
months.

The yuan’s exchange rate against
the dollar was kept stable during
the recession, running in a very nar-
row band of 6.82-6.83. But constant
pressure from Washington on China
to revalue the yuan caused it to rise,
which contributed to the trade imbal-
ance. From March 26, the median rate
of the yuan against the dollar rose for
eight consecutive transaction days
(see chart 1). This broke the stable
exchange rate, which had lasted for 18
months, and whipped up speculation
that the renminbi would continue to
appreciate.

Mayee Lang is the Chamber's China Business Analyst. She can be reached at mayee@chamber.org.hk

However, the trade deficit and inter-
national pressure were not the key
factors that contributed to the rise of
the renminbi. The yuan exchange rate
hinges on China’s decision to readjust
its own economic structure. In other
words, the ability of Mainland enter-
prises to innovate and move up the
value ladder, in addition to opening up
its domestic markets, are the key driv-
ers of renminbi appreciation.

While economic restructuring is
crucial to China’s growth, liberalizing
domestic industries can reduce its reli-

0000000000000 00O00O0OO0 mayee@chamber.org.hk

ance on exports to drive its economy.
Zhou Xiaochuan, Governor of the
People’s Bank of China, stated that
maintaining a stable exchange rate is
a special policy adopted during the
global recession. The Central Govern-
ment will continue to keep the yuan
exchange rate stable, and will only
embark on reform when the global
economy’s sustained recovery is on
track.

Exchange rate argument

China has adopted the export-
oriented economic model for the
past 30 years, which — unsurprisingly
— has resulted in huge trade surpluses
(see chart 2). International opinion is
firmly in the camp that the imbalance
in their trade with China is rooted in
the weak yuan. Beijing tends to agree
in some respects, as it has listed cutting
the trade surplus as a macro-economic
guideline.

The World Bank’s latest China
Quarterly Update published on March




17 shows that China’s nominal effec-
tive exchange rate appreciated 12.3%
between July 2005, when the country
launched the exchange rate reform, and
early March 2010. Trade statistics com-
piled by the National Bureau of Statis-
tics show export growth slowed while
imports grew during this period (see
chart 3). This gives some indication of
how exchange rates can easily impact
foreign trade.

But putting all of the blame on the
weak yuan for the Sino-U.S. trade imbal-
ance, or even the global economic imbal-
ance, is a bit of a stretch. From March
2009 to date, the yuan-dollar exchange
rate has hovered around the 6.82 to 6.83
mark, but China’s trade surplus has been
falling along with consumer demand in
its main markets (see chart 4).

Pressuring a country to raise the
value of its currency to reduce its own
debts is only tackling the symptoms, but
not the cause of the problem. Between
2005-2007, the renminbi appreciated
20% against the dollar. During the
same period, China’s trade surplus with
the U.S. grew from US$114.2 billion to
US$170.9 billion, up 49.6%.

Blaming other
countries for its
trade deficit is noth-
ing new. In the early
1980s, the U.S. forced a
sharp appreciation of the Deut-
sche mark in Western Germany
by 64%. Also, the well-known “Plaza
Accord,” an agreement inked between
the U.S., Japan, Britain, West Germany
and France, initiated a depreciation of
the dollar, which led to a nearly three-
fold appreciation of the yen. Japan has
never really recovered from that mistake.
Despite this “correction,” Japan, together
with Germany, continue to have huge
trade surpluses with the U.S.

Stimulating domestic demand
Speaking on China’s first trade deficit
in six years, the spokesman for China’s
Ministry of Commerce, Yao Jian, said
the change stems mainly from a surge

Trade Surplus Continues Slide
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RMB Exchange Rate Against the Dollar
BR1: ARMRETHES
(03/12/2010 - 12/04/2010)

Chart 2: Trade balance (US$100 million)
B2 EHORBE =6 mxw)

in import, fuelled by steady growth in
the Mainland and rising domestic con-
sumption.

The collapse of the financial indus-
try has resulted in a shift in the world’s
economic drivers. While international
trade continues to limp along, economic
stimulus packages on the Mainland have
made the country’s economy the only
bright spot on the global horizon, which
will continue for some time.

In the meantime, Mainland enter-
prises will move up the value chain and
be in a stronger position to withstand
the adverse effects of a stronger ren-
minbi, all of which will weaken calls for
the yuan to appreciate. &

hina’s trade surplus is expected to fall sharply in 2010, said Yao Jian,
spokesman of China’s Ministry of Commerce (MOFCOM) at a press
conference on May 17. In addition, the yuan’s recent appreciation against
the euro will add pressure on China's export-oriented sectors.
MOFCOM data show that China’s trade surplus in the first four months
of 2010 totaled US$16.11 billion, down 78.6% year-on-year. China’s imports

grew by 60.1% from January to April, twice as much as its exports.
“These figures have generally set the trend of China’s foreign trade in
2010,” Yao said. “China’s trade surplus for the whole of 2010 will see a
sharp decline.”
In addition, due to the rise of commodity prices and domestic demand,
China recorded a US$39.3 billion deficit in general trade from January to
April. China’s trade surplus reached a record high of US$196.1 billion in 2001.
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Mainland enterprises will move up the value
chain and be in a stronger position to withstand
the adverse effects of a stronger renminbi.
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The Toxic Effect
of a Narcissistic Leader

The favourable first impressions that
narcissistic leaders make are not
sustainable over a period of time,
writes Brian Amble

Brian AmbleD 00000000000
oooooooo

hey’re arrogant, have grandiose
visions about their own impor-
tance, believe they are special and
have unique gifts that others do not,
have a sense of entitlement, are exploit-
ive and lack empathy.
If this sound like somebody you
work with — or even like your boss — you
won’t need to be told that people with

narcissistic personalities can be a real
handful in the workplace because they
believe they are better than others.

But the key question is the effect nar-
cissistic leaders have on an organization.
Do they have any positive attributes, or do
they always do more harm than good?

That’s what organizational psycholo-
gist Kathy Schnure has set out to answer

Brian Amble is Editor of Management Issues, which focuses on the leadership, management and people issues that are at the heart of the changing workplace.

Brian Ambled 0 Management Issues0 D 000 000000000000 O0O0O0OO0OO0OOOOOGOOO
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in new research that compared ratings
of leadership potential for those who
have high levels of narcissism to those
who show low-to-average levels on the
‘narcissism scale’.

She found those displaying strong
narcissistic tendencies — things like
exploitation/entitlement,  leadership/
authority, superiority/arrogance, and
self-absorption/self admiration — had a
significantly higher rating of potential
leadership abilities than those with low-
to-average scores.

“Those results would indicate the
vision, confidence and pride in their
own accomplishments could presum-
ably translate into effective leadership in
an organization or team,” Schnure said.

On the other hand, while narcissists
do gain leadership roles, often based on
their charisma and ability to persuade
others to accept their point of view,
some of the underlying traits, or “dark
sides” will eventually surface, preventing
any “good” leadership,” she added.

According to Timothy Judge, an
organizational psychologist at the Uni-
versity of Florida, a prime example of
this “dark side” is an overblown sense of
self-worth.

“Narcissists are intensely competitive,
self-centered, exploitive and exhibition-
istic. They tend to surround themselves
with supplicants they see as inferior.
When they are challenged or perceive
competition, they often derogate and
undermine anyone, even those closest
to them, they perceive as threats (and
unfortunately, they are vigilant in scan-
ning for threats),” he explained.

In contrast, Schnure said, leaders
who are charismatic are not necessarily
narcissists. “Charismatic leaders are not
exploitive; they do not trample others to
get what they want. Rather they display
empathy toward employees,” she added.

So while narcissists do see the big pic-
ture and have a strong vision, they are
not good at working with others and
eventually they become detrimental to
the organization.

“They make good figureheads, in part
because of their ability to articulate goals
and attract people to their way of think-
ing,” Schnure explained.

“But in terms of day to day leadership,
they can be toxic with subordinates. That
becomes especially apparent after their
employees get to know the way the nar-
cissistic leader operates. The favorable
first impressions they make are not sus-
tainable over a period of time,” she said.

What’s more, as other research by
Timothy Judge has found, narcissists
rarely live up to their high opinions of
themselves. They may believe that they
are better at their jobs than others, but
their colleagues and managers believe
that they do an inferior job compared
with other employees.

As Kathy Schnure points out, this is a
compelling reason why hiring managers
should be more aware of this personal-
ity trait. While initial appearances may
be favorable, they need to do their due
diligence before hiring a person with
narcissistic tendencies.

“More organizations should attempt
to assess narcissism pre-hire or pre-pro-
motion to avoid them,” Timothy Judge
said. “It’s fool’s errand to think that nar-
cissism can be corrected as a result of an
organizational intervention.

“At best, organizations can try to con-
tain and control a narcissist,” he added.
However, for hiring mangers it’s a case
of buyer beware because, as Judge points
out, “no small amount of research sug-

3 Iy

gests narcissism is a pretty toxic trait.” ¥

Pay Increase Back to Reward Agenda

Companies are more willing to share fruitful results with employees

fter a dramatic dip in salary growth in 2009, an upward adjustment in
pay has returned catching that of 2005, according to the latest results of
the HKIHRM 2010 Hong Kong Pay Trend Survey.

The overall average pay adjustment recorded for 30 companies surveyed
was 1.7% (weighted average), 1.2 percentage points higher than the figure
recorded for the same period last year (0.5%). Among these companies, pay
increase has become the prevailing trend, with 93.3% of them making an
overall pay increase. The remainder adopted a pay freeze for their staff. No

overall pay reduction was recorded.

By business sector (of those that provided sufficient data for analysis),
companies offering relatively higher pay increases are found in the
construction sector (3.2%), followed by the banking (2.9%), manufacturing
(2.5%) and retail (2.19%) sectors. No business sector recorded an overall pay

freeze or reduction in January 2010.

Following the recovery of the economic situation in the second quarter of
2009, the percentage of companies offering a pay increase increased
dramatically from 31.1% in January 2009 to 93.3% in January 2010. No pay
cut has been recorded for seven consecutive years.

Bonus payments in January 2010

Of the 81 companies providing data on bonus payments, 38 companies
have a guaranteed-bonus policy. One company made changes to its policy
by incorporating a guaranteed bonus into its base pay in 2010. This year, 38
companies awarded a guaranteed bonus to their employees, with the
average bonus size being 1.01 months of base pay.
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fter last year’s significant dollar depreciation, it is

clearly getting more difficult to select attractive cur-

rencies to invest into. And for Asian investors, it is
particularly complicated as the resumption of Chinese ren-
minbi appreciation is on the horizon and the global backdrop
is one where Asian fundamentals are healthy while developed
nations are fiscally-challenged.

Currency diversification is tactical,
choosing a base currency is strategic

During the spring of last year we reversed our dollar
strength view, and investors diversified away from the USD.
The greenback was the most ‘ugly’ currency at that time. But
as we entered 2010, majors such as the EUR, GBP and JPY
were looking every bit as unattractive as the dollar and were
also much more expensive. As such, while we continue to
believe in currency diversification, we advise to do so with
commodity currencies, fundamentally strong emerging cur-
rencies, and non-dollar currency crosses.

While these are tactical investment views, it can also be a
strategic issue. Are Asian investors overly USD centric? In an
era witnessing the rise of China, India and other emerging
countries, excessive concentration in the USD (or possibly
even in developed majors) could be as unfortunate as a Japa-
nese investor that parked offshore wealth in dollars during
the 1970s to early 1990s (i.e., investment gains would have
had to overcome a massive 70% USD depreciation against
the JPY).

Is the dollar cheap?

Currencies are all relative to one another, so how can one
judge what’s fair anyway? Economists would look to some-
thing called purchasing power parity, a huge statistical under-
taking that attempts to identify theoretical conversion rates
that make the pricing of goods and services equivalent across
countries.

Purchasing power parity (or PPP) is useful for long-term
strategic considerations but not short-term currency invest-
ing. Investors judge relative attractiveness by nominal and
real interest rates, trade and investment flows, fiscal and eco-
nomic health.

Actual exchange rates for developed countries are predomi-
nantly market-driven, and shift on fundamentals, flows, invest-
ment and speculation. But over lengthy periods of time, the
market tends to drive the most liquid major currencies about
their theoretical PPP values. This is observed in Graph 1.
Notice that as we entered 2010, major developed currencies
were broadly expensive against the dollar.

As such, dollar diversification requires careful selection —
picking the fundamentally strong countries that deserve to
be trading at a ‘premium’ to the U.S. Commodity currencies
(such as AUD, CAD and NOK) fit the bill given higher yields
and healthier economic, fiscal and trade fundamentals.

Are emerging currencies cheap?

PPP is a useful methodology for comparing across devel-
oped countries, as nations are along a similar stage of eco-
nomic development — that there is generally less dispersion
in wages, inflation, growth and productivity versus the differ-
ences with emerging countries. The latter are obviously less
wealthy, with cheap labor costs making domestic services and
products (such as haircuts and hawker centers) locally afford-
able — and considerably cheaper than in developed countries.
Therefore, since PPP looks at both tradable and non-tradable
goods and services, all emerging market currencies will appear
under-valued (Graph 2).

So there is a misguided truth to the criticism that the Chi-
nese currency is 40-50% under-valued. But one way to make
the PPP analysis more useful is to compare the magnitude of
‘under-valuation’ against the degree of economic development.
Graph 3 shows that there is a clear tendency for emerging cur-
rencies to become less under-valued as the countries become
more developed. This observation makes sense as economic

——— GBP %8
= CAD fJT

——— EUR BT
——— AUD J# T

JPY HE

80% =
CHF BB

70%
60%
50%
40%
30%
20%
10%

0% —
-10%
-20%
-30%

-40%
1971 1976 1981 1986 1991 1996 2001 2006
Source: Bloomberg, OECD #¥IiR: #/18 « M

Graph 1 (0'1)

risks and inflation will typically decrease as countries mature,
even as wages and household wealth improve.

Note: Outliers (i.e. Brazil and developed Asian countries)
have been excluded from the R2 calculation.

Keep in mind that for every successful development, there are
numerous emerging market devaluations, defaults and crises. So
caveat emptor. Blindly buying into emerging market assets has
been a sad story that has repeated time and time again. Perhaps
the main difference this time around is that emerging countries
are generally bigger and healthier than in the past, even as devel-
oped nations look the least healthy in decades.

We advise investors to invest in emerging countries that are
firmly on the road towards development with favorable cur-
rent accounts, fiscal balances, growth, monetary policies, and
high yields. Many Asian currencies fit the bill, especially coun-
tries that are developed such as Korea, yet very under-valued.
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Side topic: what about the renminbi?

Investors who have the ability to purchase CNY directly are
obviously wise to do so. But for the majority, currently the easi-
est and liquid ways to get renminbi exposure are through CNY
non-deliverable forwards (NDFs) or buying Chinese stocks
listed in Hong Kong — although the equity return/risk swamps
out the currency effects. While the NDF investment may very
well make a profit (a 12-month contract prices in about 3%
appreciation and possibly a couple percent more than that),
the potential returns are likely to be greater for other Asians.

Graph 4 is an interesting history lesson. It shows that before
the CNY was allowed to appreciate, Asian currencies were
appreciating or depreciating or pegged (in the case of the MYR
— Malaysian Ringgit). But after July 2005, all the currencies
were broadly appreciating, and actually strengthening faster
than the CNY.

This is a convincing picture that supports the case to invest in
Asians, and in Asians rather than the CNY, but it doesn’t tell the
full story. Exhibit 4 simply shows the exchange rate movements.

But when investing in currencies, interest rates also have a
large effect on the final returns —and in the case of CNY NDFs,
investors have to pay to invest in the CNY. Graph 5 shows
the returns an investor would have made during the 3 years
of CNY appreciation by rolling 3 month USD deposits and
3 month currency forwards that effectively convert the USD
to the other Asian currencies. A special case is also included:
the blue line represents a perfect scenario where an investor
is allowed to convert directly to CNY at spot rate and roll the
renminbi deposit. History shows us that an investor who had
direct access to CNY made handsome returns (from a USD
perspective), but that the other Asian currencies were similarly
attractive. In fact, the other currencies were far more profitable
than CNY until the financial crisis started to roil global mar-
kets. For the average investor, investing in CNY through NDFs
(the red line) was only marginally better than USD cash and
certainly far worse than investing in other Asian currencies.

The SGD may sound unexciting, but Singapore will con-
tinue allowing it to appreciate to combat inflation. Better bor-
ing profits than exciting losses. The KRW is very under-valued
and very pro-cyclical. As the world grudgingly recovers, Korea

Graph 3 (O 3)

has quite a bit of upside and is particularly interesting against
the Japanese yen (i.e, long KRW/JPY) as the two countries
compete in so many industries yet the former is cheap and the
latter expensive. The IDR is Asia’s high yield play. Interest rates
are high, yet inflation is surprisingly low to date. Indonesia
feels like the ‘next Brazil. Lastly, the INR is a low volatility cur-
rency that is very much correlated to flows and the local equity
market. As Indian stocks are relatively pricey on a PE ratio, the
currency looks to be a cheaper way to play that market.

The winners of the beauty contest...

I have explained why diversification from a cheap dollar
still makes sense going forward, but another issue is whether
diversification can be achieved amongst the currencies. Graph
6a shows that ever since asset markets recovered from March
of last year, there has been little diversification amongst major
developed currencies. In other words, when the USD was down,
generally all the other currencies were up, and when the USD
was up, generally all of them were down. However, Graph 6b
shows that this wasn’t the case for emerging currencies. That
on any given day, there was a good mix of emerging curren-
cies that were either up or down against the USD. That it’s not
simply about dollar weakness or strength that drives emerging
currency movements. Asian and emerging currencies can offer
superior risk diversification.

Currently, Asian investors should continue diversifying away
from excess USD positions. For developed currencies, focus on
fundamentally superior countries like Canada, Australia and
Norway. Dual currency contracts make sense for these curren-
cies when volatility is very high and valuations not cheap.

Despite the fact that sharp risk reversals (like the Greek and
Korea situation) will result in a flight to the USD, an allocation
to emerging and Asian currencies is crucial for longer-term
strategic diversification. The return potential is attractive even
as economic health and growth are superior to the Western
world.

Lastly, when the Chinese finally allow the CNY to appreci-
ate, Asian currencies will have even more tail-winds to support
their long-term upside. Be sure to take advantage by building
positions in advance of that. ¥
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Hyatt Regency Hong Kong, Sha Tin is Hyatt’s first urban resort in Hong
Located right next to the University MTR station, the hotel offers 567
guestrooms and suites all facing Tolo Harbour or Kau To Shan mountains. -

The diversity of both indoor and outdoor meeting venues is what make
meetings at this new Hyatt different. The Regency Ballroom can host
theatre-style meetings for 500 people while the spacious foyer with flo
to-ceiling windows can be used as exhibition space or pre-event cockt:
The three Salons all lead to an expansive outdoor terrace for coffee bre
or barbeques. Nine Regency Club meeting rooms look out to lush mo
greens and Sha Tin Racecourse.

Sha Tin 18 showcases homestyle Chinese cuisine from Dongguan and |
traditional Peking Duck. The airy Cafe with show kitchens offers all-day
dining menu and buffets. Tin Tin Bar with evening music and drinks is t
best place to unwind after a long day.

Why not do something fun during your meeting? The hotel recommends.i
private Landscape Garden for team-building activities; Melo Spa for grol
foot massage; or the 25-metre outdoor pool for a poolside barbeque pal:t¥.=|'

00000D000+852 372312340 0 O O sales.shatin@hyatt.comO 0 0 0 00
For more information, please contact the hotel on +852 3723 1234
or e-mail sales.shatin@hyatt.com.
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New Chambe

Web Site Unveiled

The Chamber’s web site has just undergone a major redesign packed with innovative functions

to help members maximize the benefits from the site

obobooooobOoboboboooobooboobOobobooobooooooobOoDbO

n the eve of its 150th anniversary, the Cham-

ber is set to start a new chapter in the remark-

able story of 150 years of service to members and
Hong Kong. As part of this, the Chamber web site has been
revamped to offer members a more personalized, interac-
tive platform.

“One of the key enhancements that we have built into
the web site is a site-wide search engine, so that members
can quickly and easily find the information that they are
looking for,” says Chamber CEO Alex Fong.

To allow members to personalize the Chamber’s
homepage, based on their preferences, after logging in
users can select which information they want to see each
time that the visit the site. Members can also choose font
sizes, RSS feeds, English, traditional or simplified Chinese.

“What we wanted to do was to allow members to create
‘their’ own Chamber homepage so that they can interact
with us based in the things that interest them, rather than
us selecting the information for them,” he added.

“All members and their staff can watch video presenta-
tions of almost every talk that the Chamber organizes, view
reports, The Bulletin in PDF format, listen to podcasts, and
access other useful information,” he added. &

www.chamber.org.hk
April 1998
2.4 million per month

Established:
Page views:
Top 3 sections:

Directory — 16,000 views/day
Corporate Daily — 6,000 views/day
Heard at the Chamber: 4,000 views/day

Major redesigns: 5
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Function bar
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You can search the web site content and membership
directory, select the font size, subscribe to RSS feeds
for particular sections, and switch to traditional or
simplified Chinese.
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Member Login
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Click here to login.

If you do not have an account, click ‘register’ to apply. 000000000000 000D000D0O0O0OOO0O0OO
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After logging in, you can:

B customize the homepage settings according to your preferences 0000000000
B update your personal information and interests B 000000000000
W access the members-only video archives B 0000000000000
W access the Chamber membership directory which is now a ®ooDoDoOO0DO0O0OO0OO0O0O0O
member exclusive section B O000000000000000000
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Update your personal info
oooooo

Simply click “My Account” on the homepage to
update your personal info and business inter-
ests options anytime, anywhere!
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The Events Calender is located on the
left hand side of each page. Click on a
date to see the interactive display of all
events taking place on this day.
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When the best ingredients are used
to make seemingly simple dishes, e | I
the results are far from ordinary

goooooooooooooocoooo
oooooooo

By Gerry MaO OO

eople who are picky about food tend to prefer simple

dishes made with the finest ingredients. They want

the chef to be very talented to bring out the authentic
flavours, but don’t want them to use any artificial additives.
It sounds simple, but very few restaurants have the skill, time
or patience to provide such dishes.

Recently, I found one such place, ‘The Chairman, located
in Kau U Fong in Central. It is far from being an ordinary
Guangdong restaurant, as it limits its menu to a narrow se-
lection. And although it has the look and feel of a private
kitchen offering lunch and dinner sets from Monday to Sun-
day, it is a licensed restaurant. And, unlike many Hong Kong
restaurants, MSG, baking soda, and frozen ingredients are
banned from the kitchen.

Using only the finest produce such as free-range chicken
and wild seafood, they also incorporate homemade ingre-
dients wherever possible. Dishes on its menu are familiar
but each has its own particular twist. A set dinner is fixed at
around $400-$500 per head, but the courses change weekly
to take advantage of seasonal ingredients.

Unusual favourites

I booked a table for my friends, and while we were wait-
ing for the latecomers, the restaurant served us Baked Sakura
Shrimps and Indian Almonds Flavoured with Green Shiso and
Sliced Garlic to go with our red wine. The shrimps, imported

The Chairman

P, oo
: 18 Kau U Fong
The Chairman O&S} Central
KHE
\ Hong Kong
O 0000000180

K:
2 Fong 7,4y, 2555 2202
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Braised Layered Bean Curd with
Morel & Chinese Mushrooms

il .‘ A , .
| I| The Chairman’s signature dish uses expensive

“ morels and high quality bean curd to make this

i| \ exquisite vegetarian dish.

i 1 Lk PRLEL 00DO000D000D000C00O000000DOO
|I | "l'.ll!l | tl. --'.l,'-ll-. 0000D00O0C0OO0O
3 | el | i

ll CELLALY
H'E? \



42 | Share Alike 0 0 0 O |TheBulletinJO OO JUN 2010

A Stir-fried Chinese Kale
with Salted Fish
ooo
A very appetizing dish with
stir-fried Chinese kale.
0000000000000O0

P Smoked Baby Pigeon
with Longjing Tea &
Chrysanthemum

ooo
Quality pigeons are used to
give this dish a flavour that
diners can savour.
0000000DDoOOoooo

Baked Sakura Shrimps and
Indian Almonds Flavoured with
Green Shiso and Sliced Garlic
ooboooooo

Forget peanuts, cashews or

walnuts, this is a very tasty

snack to enjoy with wine.
goooooooooooa
oooo0oooooooon

gooo

from Tainan, Taiwan, are extremely tasty, and it
was a very considerate gesture by the restaurant.

Our first starter was Crispy Bombay Duck with
Homemade Osmanthus Dipping Sauce. If you
are lucky, you might be able have lionfish instead.
The Smoked Baby Pigeon with Longjing Tea &
Chrysanthemum is delicious and incomparable
to regular smoked pigeon. I loved the Pan-fried
Japanese Opysters flavoured with port, as well as
the Drunken Pork Trotter with Ginseng & Chi-
nese Angelica. Both dishes have a strong taste of
wine but go down very well, especially on a hot,
lazy summer evening. Another very good dish is
the Slow-cooked Vegetarian Assorted Beans Soup
with Cordyceps Root.

The soup was followed by the Steamed Catch
of the Day. Whether it is Tiger Garoupa or Macau
Sole, the chef cooks the fish to perfection, and as
soon as you taste it, you know that the restaurant
uses premium soy sauce. Seafood fans will also
love the Steamed Fresh Flower Crab with Aged
Shaoxing Wine & Fragrant Chicken Oil. The
crab meat is fresh and sweet, and the crab juice
mixed with Shaoxing wine and chicken oil has a

lovely flavour. The dish
is served with rice
noodles, which
soaks up the
juice.
After  the
seafood came
more hot dish-
es. The restaurant
claims The Chair-
man’s Soy Sauce Chicken
has 18 different flavours. I could not tell what they
were, but I can tell you it was a very tasty dish.
Two new dishes at the restaurant are Steamed Egg

goooooooooobobOoOoooboo
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with Boneless Fish Head & Pork Scratchings, and
Braised Spare Ribs with Preserved Plums in Car-
amelized Black Vinegar.

With its constantly evolving menu, each din-
ing experience at The Chairman is unique. Con-
sidering the quality of the dishes, the prices are
not overly expensive, particularly as it sources
prime produce like premium U.S. beef, Kurob-
uta pork, and even the crispy bean curd skin is
sourced from the city’s renowned “Shu Kee” bean
curd store.

The restaurant’s decor gives you the feeling
you are having dinner at an old friend’s home,
particularly when finishing off a meal with a
homemade dessert, such as Osmanthus & Wolf-
berry Ice-cream or Pickled Ginger Ice-cream.
The Chairman is living proof that “less is defi-
nitely more” when it comes to simple, yet deli-
cious food. R
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Steamed Fresh Flower Crab with Aged Shaoxing Wine
& Fragrant Chicken Oil

oooooooo

The fresh, sweet crab meat and juice is served with rice noodles.
000000000000000000000000000000

Braised Spare Ribs with Preserved Plums
in Caramelized Black Vinegar

oood
Only the best parts of rib are selected. The sweetness
and sourness are perfectly balanced.
0000DO00000000O000o

The Chairman’s Soy Sauce Chicken
oooooo

This dish always disappears quickly.
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Steamed Egg with
Boneless Fish Head

& Pork

goooooo

A very silky and aromatic dish.
000000D000000000o
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Gerry Ma is former guest host of the radio chat show, “Gourmet,” and a judge for Hong Kong’s “Best of the Best Culinary Awards.”
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ost people (60%) feel they

are in good health, with

13% going as far as to say
that they are in excellent health, ac-
cording to a survey of almost 12,000
people across 17 countries. Conducted
by research firm Synovate, the survey
aimed to shed some light on attitudes
towards and confidence in purchasing
medication over the counter, the be-
lief in the effectiveness of stores’ own
labels versus branded medications, as
well as the influence of doctors and
pharmacists.

Respondents from the UAE led the
pack, with 84% considering themselves
in good (49%) or excellent (35%)
health, closely followed by Indone-
sia (82%). However, not all markets
shared this healthy outlook. In particu-
lar, Korea and Taiwan have a different
view, with only 37% and 39% respec-
tively claiming to be in good or excel-
lent health.

Explains Frank Jellinek, Client Rela-
tionship Manager for Synovate Korea:
“Koreans are perfectionists when
it comes to health and appearance.
Whereas the older generation believes
that ‘health comes from within’, the
post-Korea War generation sees this
slightly differently, and is investing
heavily in beauty and health treat-
ments. It could be said therefore, that
the majority of Koreans are not happy
with their state of health as they know
they could be even healthier and so go
‘full-out’ to achieve this! This also ex-
plains the enormous variety of health
products, natural or otherwise, that
can be purchased in stores, by home
visit and online.”

Taking health into hand

Whatever individual evaluation and
perception of one’s health, it appears
that respondents in all markets have a
shared desire to improve their health,
with 87% claiming to have taken ac-
tion over the last 12 months to improve
it. The top activities cited were eating
more fruit and vegetables (61%), tak-
ing regular exercise (37%), taking vita-
min supplements (35%), and trying to
lose weight (33%).

Respondents from Hungary (83%),
Serbia (76%) and Chile (73%) were the




Health: The Whole Package

PHILIP BROOKER/MCT

highest advocates of eating more fruit
and vegetables, a trend capitalized on by
food brands.

For Australians, the most popular
course of action to improve health is
to try to lose weight (61% versus a glo-
bal average of 33%). Fittingly, of those
surveyed, Australia is also the biggest
purchaser of weight loss products —
11% against a global average of just 4%
(closely followed by Spain with 10%).

OTC meds: As essential as packing

your toothbrush?

When travelling for business or pleas-
ure, there are a number of items always
on our packing checklists. What about
over the counter medications? When
asked which over the counter medica-
tions they take with them when travel-
ling, the top three were:

1. Pain relievers (51%) — UAE residents
again rank number one (75%), close-
ly followed by The Netherlands with
73%.

2. Gastrointestinal products (37%) —
Belgium was the highest here with
66%, followed by Korea with 53%.

3. First aid products (35%) — Chile led
the pack here with 70%, double the
global average, followed by Korea
with 62%. ¥

goooooi17000012,000
oooooooeowOiOoOooOoOd
goooooo13wtooooog
OoopoooOoOooooOoooosyno-
vateD OO OOOOOOOOOOOOOOO
o0oooooooooooboboOooooo
00oo0ooooooooooooog

goooooooooooooooOoo
084%00000049%000000
03%5%0000000082% 000000
00o0oooooooooooooooog
000000ooooo0ooo0O0OOds37%0
39%0 000000000000

0000000000 Frank Jellinekd
0ooooooooooooooooo
00ooooooooooOooOooooo
ooooopoooooooboooooooo
oooopoooooooooboooooo
ooooopoooooooooooooo
ooooooooooooOoboooooo
o0oooooooooooboboOooooo
0oooooooooOooooOooooo
goooooo

gooo

gooooooooooooooooo
oobooooooooooobooooooo
oos7rwooooD1200000000
oobooooooooooboooooo
00de61%000000037% 000000
oooobooOo35»00000000
033%00

Curiosities 0 00O O

gooO0os3wdoooooov7e%wbOn
0o73»0000000000000000
gooooooooo

gobooooooooboooboobooo
000o0de1»wdddnoonos3wiooon
gooooooooooooooooooon
ooooobDi11%0000ooooan
4%00000000010%00

ooo0oOooooo
0000D0000D000000D0000

00000000000000000000

0000000000 O0O0O0O0O0OoOooaQ

oo

1. 00D0051%0—000000000
0075%0000000073%00

2. 000037%0—000000000
0066%0000000053%00

3. 000003%0—O00000000
O070%00000000000000
00062%00 W&

B 87% of people globally have done something in the last
12 months to improve their health.
g7%0 0000000001200 0000000000

B 40% of people globally worry that over the counter sales

assistants are not experienced enough to recommend products.
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m 95% of Hungarians strongly agree that they are happy to take
sleeping pills when travelling, while 83% of Serbians are not
happy to take them.
9%5%0 0 0000000000000 000083% 00000000
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B 71% of Spaniards don’t believe stores’ own label over the
counter products are as effective as branded ones.
71%000000000000000000000000000
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Book Tasting

China & India are the world’s two most
exciting economies, yet they can also be
the two most frustrating markets, even for
seasoned businesspeople. The Bulletin’s
Editor, Malcolm Ainsworth, caught up
with Dr Anil K. Gupta during his

recent trip to Hong Kong to

discuss these awakening giants

in his new book ‘Getting

China & India Right.’
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The Bulletin: Quite a few books have been
written in recent years about the rise of
India, but the country has not really man-
aged to take off. Is China’s success inspir-
ing or scaring India to raise its game?

Anil Gupta: In most respects, the eco-
nomic rise of India is not connected
to China, except in one way. As Anand
G. Mahindra, CEO of the Mahindra
Group, said: ‘For a country that invented
yoga — the science of stretching — we just
didn’t stretch ourselves.’ It is China that
has forced India to stretch itself. It has
forced India to wake up and say: a) we
cannot be inconsequential in the world;
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in other economies, so you could say it is
more the emerging markets versus the de-
veloped economies that are competing for
investment dollars.

B: Protectionism stacks the cards against
outsiders trying to enter emerging mar-
kets. How can companies looking to en-
ter China and India mitigate the risks?

AG: I think those risks are probably larg-
er in China than in India. The Chinese
government has a fairly explicit policy of
building national champions, while the
Indian government by and large doesn’t
care about that. These obstacles are im-

With their enormous populations and rapid economic growth, China and India
are the only two countries that constitute four realities that are strategically
crucial for the global enterprise. These countries offer:
obobDooooOooooOooooOooOoOooooOoOooooooooooooOoon
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. Mega-markets for almost every product and service

ooooooooooooooooo

. Platforms that will dramatically reduce a company’s global cost structure

ooooooooboooon

. Platforms that will significantly boost a company’s global technology and

innovation base
Jodo0oOooOoOoooooooo

. A springboard for the mergence of new fearsome global competitors

ooooooooboooon

and b) it is possible to go from object
poverty to actually being one of the most
important economies in the world.

B: India is looking to divert some of the
rivers of FDI flowing into China into its
own economy. Will this heat up competi-
tion to attract investors?

AG: I think US$100 billion invested in China
doesn’t soak up all the capital being invest-
ed around the world. Except in the margins
China and India do not really compete with
each other. The growth of China doesn’t
take away from India, or the growth of In-
dia doesn’t take away from China.

B: But it does take away from investments
in Europe and the United States?

AG: Yes, there is that part. If you look at the
big multinational companies, where are
they putting their investments in people,
in R&D centers? They are putting much
more emphasis on China and India than

Malcolm Ainsworth is Senior Managing Editor at the Hong Kong General
Chamber of Commerce. He can be reached at: malcolm@chamber.org.hk
0000000000000 000O0Omalcoim@chamber.org.hk

portant, especially in the high tech sector
and creating indigenous innovation, but
I think the Chinese government’s poli-
cies are basically wrong-headed.

For example, if the government were not
so caught up in creating national cham-
pions and building barriers of their own
accord, the IBMs and GEs of this world
would be very eager to set up more tech
hubs in China. We know from the rise of
Silicon Valley that when you start to have
high tech activities in a particular region,
the spill over effects are huge. Were China
to adopt the same logic, would that lead to
a decline or an acceleration of market ac-
tivities? I argue that this would lead to an
acceleration of investment.

B: Many of the companies you cite in
your book are on the Fortune 500 list.
Are India and China markets in
which only the big boys can play,

or is there room for SMEs?
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Congratulations to the winners of
Hong Kong Nature Landscapes

Isabella
Samuel Wong -
Tang Hon Nam |

HKGC®&

Hong Kong General Chamber of Commerce

HiEBAAE =1861

Make your
function a

|deal for
« Seminars
+ Meetings
« Workshops

« Sales Presentations
« Press Conferences
« In-House Training
- Sales Presentations

« Exhibitions

- Success

in Admiralty.

Located above Admiralty MTR Station,
the Hong Kong General Chamber of
Commerce offers a choice of four

Four fully-equipped, multi-purpose
function rooms conveniently located

Our Address / Contact

The Hong Kong General
Chamber of Commerce

22/F United Centre,
95 Queensway, Hong Kong

multi-purpose suites capable of seating
up to 110 people. It's the perfect location
to ensure your event gets the attention
it deserves — and with prices starting at
$300 per hour, it's outstanding value too.

Tel: (852) 2823-1273 / 2529-9229
i i Fax: (852) 2527-9843
More information Email: chamber@chamber.org.hk

www.chamber.org.hk
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Win a Copy of Getting China and India Right
guotddouoougougouoouoo

The Bulletin is giving away three copies of
‘Getting China and India Right,’ by Anil K.
Gupta and Haiyan Wang. The contest is open
to HKGCC members only, and limited to
one entry per person. Three entries will be
randomly drawn from the hat and winners
will be announced in the July issue of The
Bulletin. Deadline for entries is June 24.

Simply complete the entry form and
send it to: The Hong Kong General
Chamber of Commerce, 22/F, United
Centre, 95 Queensway, Admiralty, Hong
Kong. Please mark your entry ‘Getting
China and India Right.’
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Name HKGCC Membership No.
oo H opooo:

Company
ooog -

E-mail Telephone
oo H oo:

(Winners will be notified by e-mail and be required to pick up their book at HKGCC's head office).
(OooooooOooooooooooooooooog)

About the authors DO OO

Getting China and India Right was co-authored by Professor Anil K. Gupta
and Haiyan Wang. Dr Gupta is widely recognized as one of the world’s
leading experts on strategy and globalization. He is the Michael Dingman
Chair in Global Strategy & Entrepreneurship at the Smith School of Business,
The University of Maryland at College Park.

Haiyan Wang is Managing Partner of China India Institute, a research and
consulting organization with a focus on creating winning global strategies
that leverage the transformational rise of China and India. She is responsible
for overseeing the organization’s strategic direction, research and consulting
focus, and all program activities.
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AG: There are also huge opportunities for
SMEs, although they have to contend with
somewhat different issues — they are short
of capital, they are short of organizational
capacity, they cannot afford to have large
overheads, and so on. For SMEs who do
not have the resources to be present in
both China and India, it is important to
find the right partner.

B: You paint a positive outlook for China
and India becoming the world’s two most
important economies, but are there any
black swan events that could sink this
prognosis?

AG: It is hard to imagine black swan events
that are country specific, but I could im-
agine global events — such as swine flu, or
global terrorism. However, those would not
be confined to just India or China. Then
there are of course certain issues in China
and in India, like the property bubble, but I
don’t think that is going to cause a collapse
of China. In terms of political instability,
what would happen if there were social un-
rest? One cannot rule it out completely, but
there is no sign the political structure in
China is going to change any time soon.

B: What about environmental issues, and
limited natural resources? Neither China
nor India can become as resource hungry
as the United States, so how can they sus-
tain growth?

AG: If you look at resource usage, for each
unit of GDP, the U.S. uses far more resourc-
es than Europe does, for example. It is hard
to image how there would be a consensus
in either country to slow down economic
growth for the sake of the environment, so
the question then becomes are the leaders
wise enough to recognize that environmen-
tal issues need to be addressed. I think we
can already see that is starting to happen
and I am of the view that technology will be
the key in solving these problems.

B: What is the big takeaway message from
your book?

AG: The single biggest message would be
that virtually every Fortune 500 company is
present in China and India already. But, be-
cause they are present, that does not mean
that they are even close to understanding
China and India adequately, that they have
optimal strategies for these industries, or
that they ‘get’ China and India. &
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The Chamber’s Training Services is committed to provide quality and practical
workshops for the benefit of members and their staff to enhance competitiveness in
this knowledge based economy. We offer topics ranging from communication styles to
customer orientation to leadership challenges, combined with our full fledged training
facilities; you will definitely find value in attending our intriguing workshops. Tailor-made
in-house training services are also available to cater for the specific training needs of

BOC HKGCC TRAINING FUND
GET UP TO HK$400 REBATE! KK

your company. Call us at 2823 1280 to find out more!

June: 22" Developing Managers
22" Effective Negotiating 22" Qo000 - 00000000
23" Creating Impact with Press Release " 22" Qo000 - 00000000000
24™ All you need to know about L/C - Essential Tips for

Legal & Finance Professionals August:
24" 00000000000 18" oooooooo MY
25" Leadership ReWired: Brain + EQ + CQ for Success 27" Influencing & Persuasion "

27" Consultative Selling

July:
7" 00000 —0O0D0D0000O0D0DO0 (movedfom 24 June) September:
12" 0000 (LEANyODODO 13" Mandarin Dialogue for English Speaking
16" oooooooog " Executives (Beginners )
21%" Persuasive Report & Proposal Writing "= 14" Mandarin Dialogue for English Speaking
21% Coaching for Effective Management Executives (Beginners Il)

22 goooooooooo M 16" Better Business Writing "*"
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Hu Shuli, Publisher and Editor-in-Chief of Caixin Media;
Charles Li, Chief Executive of Hong Kong Exchanges
and Clearing Ltd; and Shen Ming Gao, Greater China
Chief Economist, Citigroup Global Markets Asia Limited,
shared their views at the Chamber’s Business Summit
Series: Strategic Positioning of Hong Kong’s Financial
Services Industry. The event, held on April 27, looked at
market opportunities arising from liberalization of
private investment in the Mainland.

Investment Commission,
called on the Chamber on
April 26 and met with Erica
Ng, Director for Program
Development and Chamber
Services. Mr Bello said
Nigeria was looking to hold

Ambassador Martha a conference in Hong Kong
Lara, Secretary for and was seeking possible
Industrial Development cooperation with the
of the State of Chihuahua, Chamber.
led a delegation of five Chua Tiam Wee, National
Mexican government President of the Small and
officials to pay a courtesy Medium Industries (SMI)
call to the Chamber on Association of Malaysia,
April 26. Chamber CEO paid a courtesy call to
Alex Fong welcomed the Chamber on April 29
the delegates, who were and was received by Alex
promoting investment in Fong, Chamber CEO,
Mexico, with particular who exchanged views on
emphasis on the aerospace, | economic developments in
biotechnology and both regions.
information technology
sectors.

Asia/Africa Zhang Li Jun, Vice Minister

of Ministry of Environmental
Mustafa Bello, Executive Protection, visited the

Secretary and CEO of Chamber on April 16 and had
the Nigerian Investment a friendly exchange of ideas
Promotion Commission, and views with Chamber CEO
and Reuben I Kifasi, Alex Fong.

Director of Investment Zhou Lingquiang, Vice
Promotion, Nigerian Director, Nantong Foreign

Jodo0oOooOoOoooooono
00000000000 Citigroup
Global Markets Asia LimitedO O
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go40270 000000000
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Trade and Economic
Relations Bureau, visited the
Chamber on April 20 to seek
support for an investment
promotional seminar that
will take place in Hong Kong
in June. Wendy Lo, Chamber
China Business Manager,
welcomed Mr Zhou.

Wang Keqgiang,

Deputy Director-General,
Department of Commerce
of Hainan Province, led

a delegation to visit the
Chamber on April 16 and
was received by Wendy Lo.
The visitors invited the
Chamber to support their
Hainan promotion seminar,
which will take place in
Hong Kong in July.

Zhang Honglin Vice
Section Chief, Investment
Promotion Bureau of
Nanning, led a delegation
to visit the Chamber
on April 21 to discuss
future cooperation with
the Chamber. Wendy Lo
welcomed the visitors and
discussed possible areas for
cooperation.

Chen Yu, Vice Director,
Overseas Chinese Affairs
Office of the Ningbo

Municipal People’s
Government Ningbo
Chamber of Overseas
Chinese Businessmen, led

a delegation to visit the
Chamber on April 22. Wendy
Lo received the delegates
who were in town to
promote the Ningbo & Hong
Kong Economic Forum to be
held in August in Ningbo.

Jiang Zhen, Assistant
Director, Foreign Trade &
Economic Cooperation
Bureau of Huanggu District
Shenyang City, visited the
Chamber on April 28 to
discuss with Wendy Lo
possible areas for future
cooperation.

Chen Xiaoling, Deputy
Director-General, Bureau
of Commerce of Anhui
Province, led a delegation to
visit the Chamber on May 4.
Rose Lee, China Committee
Vice Chairman, received the
delegation.

Hong Yu Zhen, Secretary
of Guanxian Committee
of the Committee Party
of China, led a delegation
to visit the Chamber on
May 12. Emil Yu, China
Committee Chairman
welcomed the delegation.

Wang ZhenHuan,
Director, Zhenhuan Henan-
Hong Kong Investment
Promotion Center, visited
the Chamber on May 14 to
discuss with CEO Alex Fong
how the two organizations
can work together.

Environment &
Sustainability

Senior Manager Thinex
Shek attended the Project
Management Committee
meeting of the HKSAR
Cleaner Production
Partnership Scheme on April
28, during which members

¢ conducted a mid-term



review of the funding scheme
and endorsed a number of
demonstration projects.

The Hong Kong Awards
for Environmental Excellence
presentation ceremony took
place on May 12. Chamber
Deputy Chairman Anthony
Wau represented HKGCC as
one of the officiating guests,
while Environment and
Sustainability Committee
Chairman Oscar Chow
presented certificates to
winners of the property
management awards.

Przemyslaw M Jenke,
Acting Polish Consul
General, and Jan Zasadzinski,
Secretary General, Northern
Chamber of Commerce
of Poland, called on Erica
Ng, Director, Program
Development and Chamber
Services, on April 29 to
discuss developments
relating to trade between
Poland, Hong Kong and the
Mainland.

Per Haugaard, Advisor in
Directorate-General for Trade
on China, Hong Kong, U.S.,
Canada and Japan, European
Commission, addressed
the Europe Committee
at a breakfast meeting on

how the current European
Commission’s trade policies
affect bilateral business
relations between Europe
and China.

Industry and SME

Ching Pak-chung,
Chairman of the Hong
Kong Council for Testing
and Certification, spoke at a
Chamber forum on May 13
on the three-year market-
oriented development plan
to promote the testing and
certification sector in Hong
Kong.

Thomas Tsang, Senior
Solicitor, Intellectual
Property Department,
Joanne Law, Business
Manager, Hong Kong
Copyright Licensing
Services Ltd, and Dillys Yu,
General Manager, Hong
Kong Reprographic Rights
Licensing Society, explained
the new copying and
distribution offence under
the Copyright (Amendment)
Ordinance at the Chamber’s
May 6 roundtable luncheon.

HKGCC Inks MOU with Cyprus
gooboooboooobooooo

A Memorandum of Understanding was signed between
the Cyprus Chamber of Commerce (CCCI) & Industry,
and the Hong Kong General Chamber of Commerce

on May 7, 2010. Phildias Pilides, Honorary Treasurer

of CCCl and Erica Ng signed the MOU on behalf of

the CCCl and HKGCC respectively. Antis Nathanael,
Director of Cyprus-China Business Association,
witnessed the signing ceremony.

000000000 O0OOOoOoOosO070000O0OOOO
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The Chamber helped to co-organize and supported a number of

Mainland trade and investment promotions recently. These included:
gobooobobOoOoobobOooobOooooboboOoooooa

Jilin Province Yan Ji City Investment Promotion Seminar
0000000000000000

Xu Zhuo Investment Promotion Seminar

100000000000000

Industry in Yantai 2010

Seminar cum Luncheon on Investment in the Service

1000000000000000000000000

Commercial & Economic Cooperation Project Signing
Ceremony Cum Dinner, Qingdao-Hong Kong 2010
20100 0—00000000000000000

gooooooooooo

Shangdong-Hong Kong high-level Roundtable Meeting
on Commercial Cooperation in Shandong

Policy Development

Chamber CEO Alex
Fong and Senior Director
for Strategy and Research
Adrian Cheung attended a
meeting with the Provisional
Minimum Wage Commission
on April 20 to present the
Chamber’s views on the
initial minimum wage
rate for Hong Kong. The
Chamber formally submitted
its views on the initial
statutory minimum wage rate
to the Provisional Minimum
Wage Commission on May 3.
The Chamber submitted
our views to the Secretary

for the Environment on the
consultation on April 30
on “Safe and Sustainable:
A New Producer
Responsibility Scheme
for Waste Electrical and
Electronic Equipment.”
The Chamber presented
our comments to the LegCo
Bills Committee on May 4
on the proposal for allowing
multiple derivative actions
under the Companies
Amendment Bill.

Service Industries

Maryse Kraatz, Executive
Director, and Catherine
Pielawa-ko, Committees
Manager of the French
Chamber of Commerce
in Hong Kong, met with
the Chamber’s Senior
Director for Strategy
and Research
Adrian Cheung,
and Senior
Manager
Charlotte Chow,
on April 16 to
discuss cooperation
opportunities
for the retail
sector. &
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The Hong Kong Business Coalition on the Environment (BCE), of which the HKGCC is
the Secretariat, organized a study tour to Daya Bay Nuclear Power Plant on May 5 to
inspect the environmental performance of clean energy. The BCE convened a meeting
on May 10, during which the HKGCC study report on the circular economy was
presented by Dr Thomas Tang.
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il EREaMm Buyer Registration
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HKGCC Carnet Service ATA

Duty & Tax FREE For TEMPORARY IMPORTS
ACCEPTED IN OVER 100 CounTRIES & TERRITORIES
SIMPLIFY Customs CLEARANCE FORMALITIES

Areas of Application

O Trade shows and fairs

] Entertainment, musical and cultural events
] Sports events and TV shooting
0

Antiques, arts display and auction events

I IKGC@ Enquiry: 2398 6011 / 2398 6025

Email: chamber@chamber.org.hk

Hong Kong General Chamber of Commerce
= 54 4 9w 1861 www.webco.hk
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Hong Kong Businesses

AN [ [ [

Ithough in many respects it may

feel behind us now, 2009 was a

very harsh year for many of our
members, particularly those engaged
in trade. As the wealthiest nations fell
into a synchronised and deep recession,
demand for the products we make and
sell dropped at a pace not seen in over
60 years. While the most recent data
suggest that we are unlikely to see a
global double-dip recession, the recent
turmoil in the sovereign debt markets
of Europe and with the Euro reminds
us that we dare not take for granted a
quick and strong recovery — surprises
and shocks may still be lurking around
the corner.

And yet, amid the global financial
turmoil and economic contraction, this
part of the world has remained relatively
calm. Certainly, we felt the effects of
uncertainty and risk aversion, as would
any globalized economy. But, here in
Asia and most particularly here in Hong
Kong, our strong institutions and com-
mitment to open and fair commerce
permitted us to stand against the worst
economic and financial upheaval in
many decades.

Last year demonstrated clearly that
the famous Hong Kong resilience has
again held firm, to allow us to consoli-
date our reputation as a leading business
centre in a highly globalized world. The

Heritage Foundation, the World Eco-
nomic Forum and others recognise this
reality. Indeed, as the global economic
centre of gravity shifts from West to
East, we should not think of ourselves as
threatened with imminent displacement
as the best business and financial centre
in the Asian half of the world. Indeed,
Hong Kong stands out more signifi-
cantly than ever among the handful of
truly global commercial centres.

As the global economy struggled last
year, your Chamber stepped in to pro-
vide insight and experience-sharing
opportunities that allowed members to
better understand the depth and breadth
of the crisis and how they themselves
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Show Their True Mettle

might best cope. We did this through
seminars, roundtable lunches, lobbying,
and special meetings and programmes
aimed at doing as much as possible to
minimize the damage to your business.

Our submissions to the Chief Execu-
tive and to the Financial Secretary were
tightly focused on steps that you told us
were necessary for salvaging jobs, sus-
taining companies and minimizing the
impact of the crisis on our economy and
society.

As the crisis moved into its second
year, we renewed our efforts to raise
awareness that this was not just another
temporary correction. While our sub-
missions were being considered, we

sought new ways of directly helping
members, particularly SMEs. Among
these was the provision of insight, infor-
mation and survival tips. Continuing
our programmes from 2008, we offered
roundtables on accounts receivables
management, corporate rescue proce-
dures and how to apply for government-
guaranteed SME loans.

Recessions have a nasty habit of gen-
erating misguided support for protec-
tionism, and in our pro-active efforts
to minimize commercial friction with
some of our most important trading
partners, your Chamber sent a delega-
tion to Washington, in October, to reit-
erate our message that trade, invest-

By Andrew Brandler
000

ment and Sino-US strategic relations
remain hugely important priorities on
both sides of the Pacific.

I also led a senior delegation to visit
Beijing in June to understand the latest
developments in China and to assess
what they mean for our members. It
is unusual to have two senior delega-
tions visiting Beijing and Washington
in the same year. These visits under-
line the importance of the Chamber
staying abreast of the mood in each of
these capitals, where policies have strong
implications on our members’ economic
well-being.

One final issue that is never far from
our list of priorities is the environment.
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By Emil Yu

he impact of the global financial
crisis created many challenges for
companies in Hong Kong in 2009,
especially for businesses with close
economic ties with the Mainland.

On the one hand, economic
stimulants put in place in the
Mainland created opportunities. On
the other hand, new regulations
promulgated by the Central
Government as part of the ongoing
economic restructuring created quite
a few challenges, with companies in
the manufacturing and labor-intensive
sectors feeling the effects the most.
The China Committee provided
regular updates for members on policy
changes, assessed potential impacts,
and we reflected the concerns of
businesses to the HKSAR and
Mainland authorities. We were also
pro-active in promoting Hong Kong's
role and interests in our submissions
on the 12th Five-Year Plan, as well as
CEPA - Priority Liberalization Targets.

Advocacy Projects
As the country formulated its 12th
Five-Year Plan, we took advantage of

China Committee Strengthens Ties

this historic opportunity to contribute
to the discussion Hong Kong's
positioning in the country’s next phase
of reform and development.
Accordingly, we submitted a paper to
the HKSAR and Central governments ,
which made a broad range of
recommendations. These included the
changing role of Hong Kong, and how
our businesses could continue to
contribute in four specific areas -- the
service sector, integration with the
PRD, the financial industry, and
regional trade cooperation.

CEPA, which was initiated by the
Chamber, remains an important
instrument to promote Hong Kong
business community’s interests in the
Mainland. Last year, we submitted
our target priority lists to the
government, and many of our
suggestions were accepted. In
particular, we focused on pilot
liberalization measures in
Guangdong. If you recall, in January
2009, the Central Government
published the “Outline of the Plan for
the Reform and Development of the
Pearl River Delta,” which provides
important guidelines for developing
cooperation between Hong Kong
and PRD.

Programmes
With so many developments taking
place in the Mainland, the China
Committee was kept very busy
throughout the year organizing
roundtable luncheons, seminars and
workshops to provide members
with the latest information,
as well as meeting with
various ministries in Hong
Kong and the Mainland.

information on
outbound missions, a
valuable source of
information and
contacts for members
continued to be
meeting delegations

In addition to collecting

Last year, we decided to broaden the
Environmental Committee’s remit, and
as a reflection of its expanded role, it was
renamed the Environment and Sustain-
ability Committee. This change reflects
the rapidly rising importance of climate
change and the importance of ensuring
that environmental issues are dealt with
in the context of economic and social
concerns.

Looking to the Future

As we enter our 150th year as the
largest and most influential independent
business association in Hong Kong, the
services we offer to the business commu-
nity have never been more important. As

in the past, we strive to direct our efforts
to those policies and circumstances that
you, the members, tell us need greater
attention. To do so, we depend on the
skills and energies of staff and members
alike.

And so, I would like to take this
opportunity to thank a few of the peo-
ple who did the hard work, starting with
our Deputy Chair, Anthony Wu; Vice
Chairs He Guangbei, CK Chow and Vic-
tor Li; and our Legislative Council Rep-
resentative in the Commercial (First)
functional constituency, the Honourable
Jeffrey Lam. Each of them contributed
and participated fully and strongly in
looking out for your interests during the
past year.

from around the country visiting Hong
Kong. As part of efforts to facilitate closer
economic cooperation, the China
Committee also signed Memorandums of
Understanding with regional governments
in the Mainland during the year.

For the year ahead, we will continue to
serve members by helping them with
trade enquiries, organizing business
matching meetings, and holding timely
roundtable luncheons and seminars to
keep them abreast of developments in the
Mainland, particularly in the Pearl Delta
River region. &

Abridged from a speech by Emil Yu, Chairman
of the Chamber’s China Committee.



The General Committee — the
Chamber’s leadership body —is elected
by members to work on behalf of us
all. They do this as unpaid volunteers,
and, as I have found during my two
years as your Chairman, they give
generously of their time and talent. I
would like to invite you to join me in
showing your appreciation for their
hard work.

We must also give our thanks to the
secretariat, under Chamber CEO Alex
Fong’s able leadership. In addition,
those of you active on Chamber com-
mittees know how much we all depend
on the continued loyalty, professional
expertise and firm commitment of the
Chamber staff. Our thanks should go
to all of them, as well.

As I step down from the Chair after
this AGM, on the eve of our celebra-
tion of our 150th anniversary, I feel
good about our prospects for the next
150 years, and hope that you and your
companies are part of that experience.
My company, CLP, has been in busi-
ness in Hong Kong for 109 years, and
has been a member of the Chamber for
95 years. I hope all of your businesses
will be centurions too — and long and

loyal members of the Chamber. ¥

Abridged from a speech by outgoing
Chairman Andrew Brandler, at the Cham-
ber’s Annual General Meeting on May 31.
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By Neville Shroff

hile the business environment

in the region has rebounded
significantly since the worse of the
financial tsunami, the road to full
recovery is expected to be a long and
slow one. According to a report by
World Bank, East Asian economies
have been more adversely affected by
the real effects of the global
economic slowdown. The decline in
global demand for consumer
durables and commodities that
followed the crisis led to a severe
contraction in global and regional
exports and production.

South Asia appears to have
escaped the worst effects of the crisis,
as GDP growth in the region
remained constant at an estimated
5.7% for 2009. The developing
economies of the Middle East and
North Africa region have been badly
affected, and recovery has been
modest, given uncertainties
surrounding financial conditions in
several Gulf Cooperation Council
economies. Growth in Sub Saharan
Africa also slowed largely as a result
of the collapse in global trade.

The committee organized a
number of luncheon seminars with
renowned economists to update
members on the global economic
environment with a focus on Asia and
the emerging markets in the region.
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Helping members Build Ties in the Region

To help members explore new
market opportunities, the committee
led a joint delegation with the Hong
Kong Trade Development Council from
February 27 to March 6 this year to
Egypt and Morocco. Delegates met
with government officials, investment
zone operators, and received insightful
information from leaders of major
business organizations in the two
countries. In addition to missions, the
committee received many overseas
delegations and visitors from the
Middle East, Africa, Asia and Oceania.
The committee also organized cocktail
receptions with Consuls General of the
Asian, African and Middle Eastern
regions to allow members to learn
more about the latest business
opportunities that exist abroad.

A Stronger Asia

The “APEC CEO Summit 2009,”
which was held in Singapore on
November 12-14, was one of the most
important conferences to take place in
the region last year. In support of the
summit, the Asia/Africa Committee
organized a luncheon with the
Chamber’s former Chairman, Anthony
Nightingale, who is an ABAC Hong
Kong Representative. Chong Siak
Ching, Chairman of APEC CEO Summit
2009, gave a briefing on the agenda of
the APEC CEO forum, while Mr
Nightingale provided an outline of the
issues which he and other Asian
business leaders were tabling at the
summit.

Lastly, the Asia/Africa Committee is
committed to generating programmes
and information for Chamber members
who wish to further develop and
strengthen their business ties with
countries in Asia, Africa and the Middle
East. We encourage members who are
doing business in any of these regions
to join the Asia/Africa Committee. ¥

Abridged from a speech by Neville Shroff,
Chairman of the Chamber’s Asia/Africa
Committee.
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The Chamber’s ABCD Framework

By Alex Fong

Despite the economic gloom last
year, your Chamber was fortunate
enough to have a relatively good year,
all things considered. One of the major
reasons for this is due to the excellent
calibre of people who serve on our Gen-
eral Committee and on our committees.
They invest considerable time and energy
in the Chamber every year and deserve
our deepest gratitude. And we also have
a very professional team of staff serving
our members. I would like to take this
opportunity to thank all of you.

Drawing from the depth and breadth
of our members’ reach, and your diverse
expertise, last year we mobilised strong
support and galvanised initiatives that
mattered most to Hong Kong at a time
of deep crisis. For example, we staged
our biennial CEO Manpower Conference
at the height of the recession. Candid
exchanges from leading businesspeople
at the conference provided invaluable
suggestions for participants, and our sub-
missions to government.

We are a membership organisa-
tion. Ensuring that you, our members,
are satisfied and value the services and
information that we provide, is a never-
ending endeavour. In the past year we
have reviewed and redefined our role and
responsibilities based on what I call an
“A-B-C-D” framework.

The “A-job” of the Chamber is Advo-
cacy.

Advocacy forms the backbone of the
Chamber, and 2009 was another produc-
tive year in this regard. We presented
around 30 major policy submissions on
a wide range of topics to the government.
In other words, on average, we completed
and sent two submissions to the govern-
ment every month. I want to thank all
of you who provided input to our policy
position formulation process, especially,
our GC members, committee chairmen
and members who provided their expert
opinions.

As the Chairman said in his report,
last year presented unprecedented chal-
lenges to members and society as a whole.
Despite the daunting economic situation,
several major pieces of legislation contin-
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ued to grind their way through the policy
making process. While you were preoc-
cupied with keeping your business afloat,
the Chamber stepped up and voiced the
views of business on your behalf.

One major topic of discussion dur-
ing the year was the proposed minimum

wage. We maintained a constant dia-
logue with the government, other busi-
ness groups, and academia, with a view
to generate an informed debate, and
made two submissions to the Provisional
Minimum Wage Commission. We did so
with a view to highlight that the potential
unemployment impact should be fully
considered, and that all parties stick to
the original policy goal — namely, to fore-
stall excessively low wages while avoiding
job losses; in other words, not attempting
to set a living wage.

The competition law also aroused
a great deal of concern in the business
community. We have been maintaining a
constant dialogue with the policy bureau
in charge of the competition policy and
our working group had provided invalu-
able input to our submissions to the
government. I am pleased to say that
the government had listened to our con-
cerns and examined the ambiguities in its
earlier proposal, and we will continue to
study this proposed legislation carefully
and argue forcefully.

Healthcare financing reform has been
another major piece of advocacy work.
We see it as another major policy change
that would impact on the cost of doing
business and also employees, especially



if it is not well-thought out. We have
already recommended a conceptual
framework to the government, outlining
the key features we consider crucial in
any new scheme.

Throughout the year, we continued to
advocate ways to improve Hong Kong’s
competitiveness, and one major focus
is the financial sector. For instance, we
championed the development of Hong
Kong into a wealth management centre
for the region, to capture opportuni-
ties arising from the growing wealth in
Mainland China. We also supported
the development of Hong Kong into
an offshore centre for renminbi-based
business. You might recall that these
two topics formed a major part in the
Chamber’s submission on China’s 12th
Five-year Plan.

Last but not least, we responded to the
consultation on electoral arrangements
for selecting the Chief Executive and
forming Legco, emphasising that gaining
progress in 2012 is important and that
any changes should be introduced pru-
dently.
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While advocacy work addresses issues
affecting whole sectors or the entire busi-
ness community, our Business Services
— or the B in our “A-B-C-D” framework
— directly serves individual members.

In 2009, the Chamber continued to
provide a wide range of trade documen-
tation, staff training, information and
marketing services. We also introduced
a new service at our CO offices to allow
companies to use our network of offices
to promote their business and reduce dis-
tribution costs.

For members who required custom-
ized services, our subsidiary, Chamber
Services Limited, used their skill and
expertise to help members organize a
wide range of events. We also expanded
our services to help members in doing
business, finding contacts, or organizing
functions in the Mainland.

Business Connect — or the “C” in our
“A-B-C-D” framework — serves to con-
nect members with each other, and with
external contacts such as government
policy-makers and thought leaders from
different sectors.

We had a very busy year and organ-
ised some 200 different programmes in
2009 alone. Not counting weekends and
public holidays, almost every day, or at
least every other day, we conducted a pro-
gramme for members. There was indeed
something for everyone.

As China remains the key driver to
keep Hong Kong’s economy buoyant, we
organized seven study missions to the
Mainland during the year, and received
over 50 delegations from around the
country.

Last but not least, the D-part of our
service framework is Corporate Develop-
ment. The Chamber offers the best value
in town of any chamber of commerce and
we will continue to maximise the value
for our members. Preparation for the
150th anniversary celebration is proceed-
ing in earnest. The Chamber website has
been revamped, which will provide new
services and new opportunities for you to
connect with fellow members. &

Abridged from a speech by Alex Fong, CEO
of the Chamber.
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Championing the Environment

By Oscar Chow

Last year, the scope of the
Chamber’s environmental
advocacy work was broadened, with
much of the impetus coming from the
heightened awareness of climate
change issues. The Environment
Committee was renamed the
Environment and Sustainability
Committee to reflect the increasing
focus on the need for business
cooperation in a sustainable way.

One achievement of our
environmental advocacy work was
wider access for Hong Kong
companies to take part in Clean
Development Mechanism (CDM)
projects across the border, a result of
our lobbying work. You will recall that
promoting cross-border participation
in the CDM is one of the 43
recommendations on clean air
developed promoted by the
committee. The National
Development and Reform
Commission has agreed to allow
Hong Kong companies to take a
majority interest in CDM projects, and
this development benefits not only
the businesses community but also
the environment ultimately.

In the past year, we have been
vocal on a broad range of
sustainability issues, including
responding to consultation exercises
on the Hong Kong/Guangdong air
quality strategies, Hong Kong's new
air quality objectives, and the
Producer Responsibility Scheme for
Waste Electrical and Electronic
Equipment.

On CEPA, we have provided our
input on the further opening
up of environmental
services under CEPA VII
and VIII.

EcoSmart series
Apart from our
lobbying efforts,
the committee
worked hard to
enhance
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environmental awareness among
businesses, especially on carbon
emission reduction. In the run-up to
the United Nations Climate Change
Conference in Copenhagen in
December, we initiated a series of
eight events under the banner of
“EcoSmart” to facilitate corporate and
individual behavioral changes towards
green business practices and a low
carbon lifestyle. We partnered with
the Climate Change Business Forum
to publish a manual called Business
Guide for Emissions Reduction. The
committee joined other members of
the Hong Kong Business Coalition on
the Environment in advocating that
the HKSAR Government set concrete
targets to reduce greenhouse gas
emissions by benchmarking against
the best practices of other developed
metropolitan cities. A joint statement
on climate action was issued, which
would be followed by continuous
engagement with government officials
and other stakeholders.

Circular Economy

Another accomplishment of the
committee in the year was our report
on a circular economy. The idea was
first raised by the Chamber in our Policy
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Address submission last year. We made
a number of recommendations on how
the region could build a circular
economy on the basis of the industrial
capacity in the Pearl River Delta for
absorbing and re-manufacturing
recyclable materials, and Hong Kong's
management and supply chain
expertise. The report was presented to
the State Council’s Ministry of
Environmental Protection and the
HKSAR's Environmental Bureau, and
various stakeholders, including at a
conference organized by the Council for
Sustainable Development earlier this
month. We have been taking a
leadership role in generating wider and
more in-depth discussions on this
important subject in the community,
and will continue to do so. &

Abridged from a speech by Oscar
Chow, Chairman of the Chamber’s
Environment and

Sustainability Committee.
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New General Committee Line-up

Sir C K Chow Mr He Guangbei Mr Victor Li Mr Y K Pang, SBS, JP

Deputy Chairman Vice Chairman Vice Chairman Vice Chairman
ooooo goooaa ooooo ooooo
ooooo ooo

Mr Anthony Wu, GBS, JP Mr Stanley Hui, Jp Dr Raymond Kwok, Jp Mr Ronald Lee Mr David T C Lie, Jp Mr Stephen T H Ng

Chairman ooooo ooooo ooooo ooooo ooooo
ooooo

oo

Anthony Wu Elected Chairman

nthony Wu, Chairman, Bauhinia Foundation Research
Centre Ltd, was elected Chairman of the Hong Kong
General Chamber of Commerce on May 31.
Succeeding Anthony Wu as Deputy Chairman is Sir C K

Chow, Chief Executive Officer, MTR Corporation Ltd. The '.-% ] o | = ) _ ,'
election was held at the inaugural meeting of the new ; J ‘e ! | ¥ 1
General Committee immediately after HKGCC’s Annual
General Meeting on the evening of May 31.
The three Vice Chairmen are, respectively, He Guangbei, s ERE_  S W
Vice Chairman & Chief Executive, Bank of China (Hong Kong)
Ltd; Victor Li, Managing Director & Deputy Chairman of Chairman: Anthony Wu
Cheung Kong (Holdings) Ltd; and Y K Pang, Director of Deputy Chairman: C K Chow
Jardine Matheson Ltd. Vice Chairman: He Guangbei, Victor Li, Y K Pang,
At the Annual General Meeting, members elected a total ~ Legco Representative: Jeffrey K F Lam
of six members to fill the seats on the General Committee General Committee Members:
— the governing body of the Chamber — who were required Nicholas Brooke, Christopher Wai Chee Cheng, Oscar Chow,
to step down this year but confirmed their wish to stand Manohar Chugh, Fu Yu Ning, Aron H Harilela, Stanley H C Hui,
for re-election, namely: Christopher Wai Chee Cheng, Raymond Kwok, Ronald Lee, David T C Lie, Stephen Tin Hoi Ng,
Stanley H C Hui, Ronald Lee, David T C Lie, Christopher Pratt, James Tien, Peter Wong, K K Yeung,

Stephen Tin Hoi Ng and Anthony Wu. Pang Chun Yu, Andrew Yuen, and Allan Zeman.
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The Hon Jeffrey KF Lam,  Mr Nicholas Brooke ~ Mr Christopher Cheng, ~ Mr Oscar Chow Mr Manohar Chugh Dr Fu Yu Ning Dr Aron H Harilela
ek JIP noooo =, dr ooooo ooooo 00000 Ooooo

Legco Representative goooad
gooooo
goooo
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Mr Christopher Pratt Mr James Tien, GBS, JP Mr Peter Wong, Jp Mr K K Yeung, Jp Mr Pang-Chun Yu, Mr Andrew Yuen Dr Allan Zeman,

oooog ooooo ooooo ogoooo SBS, JP ooooo GBS, JP
ooooo ooooo

ooooooooobooooo 150th Anniversary
Countdown
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U- ¥ wct Hong Kong's oldest and largest
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At the Chamber's AGM on
May 31, the Chamber
launched a countdown clock
to its 150th Anniversary.
HKGCC was founded on May
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ow interest rates, coupled with a
rising renminbi is a cocktail for
asset bubbles, says Eric Wong.
“Given the equity correction, for the
short term, we expect a 2-3% correc-
tion in the first quarter of the year, but
beyond that we expect prices to resume

“China demand can be
a double-edged sword,
so we need to be
careful about that,”
says Eric Wong.
000000000000
000000000000
0oooooo

L I.H:I.l" 1

B

rising, as the economy recovers and
interest remains low,” he said.

The Executive Director, of UBS
Investment Research & Head of Asia
Real Estate Research, is bullish on the
outlook of the market, and shrugs off
poor performances at land auctions and
new developments to poor reporting.

Citing the below-par final bid of
HK$3.42 billion for a Tung Chung site
in May, he said forecasts were overly
optimistic, fanned in no small measure
by misreporting.

David Ng, Head of Regional Property
Research, RBS, who also spoke at the
Chamber’s May 12 roundtable lunch-
eon, echoed his comments.

“The media tend to be overly opti-
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mistic on new projects, and we only hear
bullish views,” he said.

Given the rollercoaster ride that
Hong Kong’s property prices follow, Ng
said fluctuations tend to be shaped by
a consensus. “When mental factors are
included, they all have a role in affect-
ing the take-up rate and property mar-
ket, but at the end of the day it is affected
more by the consensus.”

Are we in bubble territory?

Both Wong and Ng do not expect
prices to return to 1997’s bubble levels,
but the low interest rates will make it
more feasible for people to buy and let
a second property. Unless there are some
fundamental changes, such as funding

e |
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Analysts are divided on
how property prices will
perform this year
0D000000O0OO0O000O0

costs return to the level of 1997 when
interest rates were running at 9.5%, they
cannot see any reason for prices to pop.

Evidence is starting to mount on vari-
ous things going up in price, so Wong cau-
tioned that negative real rates could come
back to haunt people holding property.

“Interest rates are a big factor, but
only one of three,” said Wong.

First, will the U.S. increase rates rap-
idly? The country is still in recovery mode,
so he believes it could take three to five
years before it reaches a more sustainable
level where the Fed feels comfortable hik-
ing rates. Secondly, if you are a buyer, you
need to think will your pay increases be
able to keep pace with interest rate hikes?
And thirdly, China demand.
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“The media tend to be
overly optimistic on new
projects, and we only
hear bullish views,” says
David Ng.
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“China demand can be a double-
edged sword, so we need to be careful
about that,” said Wong. “In the longer-
term, we are talking about a massive
increase in demand for upper-end
properties. There is an amazing amount
of tailwind behind Hong Kong, and
with a more porous border, more peo-
ple will come down to buy here.”

Secondary market

While land auctions and luxury
property sales tend to grab the head-
lines, Ng points out that it is actually
the secondary market that basically
drives Hong Kong’s property market,
with 73% of all transactions being
under HK$5 million.
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Due to limited land supply, develop-
ers try to pump up the scarcity hype to
inflate prices. However, prices have basi-
cally been flat since 2002.

Although prices in the secondary
market have risen substantially, the
income of most people cannot catch up
with rises in property prices. So while
the old saying that there is no better
investment than bricks and mortar, Ng
says realistically, the return on invest-
ments in property hardly keep pace with
inflation.

“Income for most people isn’t catch-
ing up with property growth,” he said.
“So if wage growth isn’t rising much,
how can you expect property prices to
grow more than 5% per year?” ¥
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Where is the Yuan Going?
& O0000ooooood

The appreciation of the renminbi
is expected to slow down, but

will continue to inch up
0D000000000
00000000000




cc o any of you think the yuan

will depreciate in future?”
Chris Leung, Senior Econo-
mist from DBS Bank in Hong Kong
asked members at the start of the Cham-
ber’s roundtable luncheon on May 18.
Everyone in the room was a little
taken aback by his question and shook
their heads. “Right then, it seems all of
you expect the renminbi to appreciate.
However, the current economic and
political environment in China and
other countries is determining the range
and pace of RMB appreciation, mak-
ing it slower than what was originally
expected. Consequently, predicting a 3%
appreciation this year is already over-
optimistic,” he said.

Pressure for appreciation eases

The U.S. has been pressuring China
since February to allow the yuan to
appreciate, claiming that the currency
is so undervalued that it is widening the
Sino-U.S. trade imbalance. The global
academia and financial industry have
also been calling for the renminbi to rise.
However, China is standing firm, stating
that revaluing the renminbi is not the
key to improving Sino-U.S. trade. China
will chart its own course on exchange
rate reform, and external pressure is
not helpful. We are unable to see what
is going on behind the China-U.S. game,
yet we saw U.S. Treasury Secretary Tim
Geithner change his tune on April 13.
He told reporters that China’s adoption
of a more flexible exchange rate forma-
tion mechanism is a significant move,
but adjusting its exchange rate policy
or not is the Chinese government’s own
prerogative. His comments sent a clear
signal, said Leung.

Then came the European sovereign
debt crisis triggered by Greece. The fiscal
contractions in Europe and the euro’s
depreciation began to have a negative
impact on Asian exports. On May 17,
the euro hit a four-year low against the
dollar, and had a record depreciation
against major Asian currencies. On the
same day, the yuan reached 8.3666
against the euro, hitting a new
seven-year high. The euro fell
1.2% to 113.05 against the yen,
the lowest rate since March
2002. Leung pointed out that
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this caused the yuan to “appreciate” eve
without China doing anything. D |:|

Outlook remains positive

Leung believes that Asia will be a safe
haven for international funds. However,
as the bond market here is still imma-
ture, the stock market will be a major
battleground for funds. This is also one
of the reasons why he is bullish on the
long-term outlook for stock markets in
Asia, and optimistic about the future
direction of China’s macro-economy.

He believes the economic develop-
ment model for expanding the coun-
try’s domestic market and reducing
reliance on exports is the right path to
follow. In particular, the development
of the national express railway network
demonstrates the strategic vision of a
powerful country. He said the positive
momentum of China’s economic growth
will make the renminbi stronger. Over
the long-term, there is a very strong pos-
sibility that the Hong Kong dollar will be
linked with the renminbi.

China’s steady and rapid growth
means that the yuan is a very stable cur-
rency, which over longer-term makes its
appreciation inevitable. However, Chinese
enterprises are cautious about the impact
that it will have on trade, particularly ris-
ing costs leading to fewer orders. Leung
expects the Central Government will con-
tinue to maintain the current policy of
financial stability, so “it is unlikely that
we will see a sharp appreciation of the
renminbi.” ¥

“It is unlikely that we
will see a sharp
appreciation of the
renminbi,” says Leung.
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c Print \Versus Online
0o0o0oooooo

Standing on just the one leg of paid content is difficult

he Internet is increasingly supplanting
traditional types of media as an information
medium. That is why publishers are now
seeking to offset their slumping revenues in
the traditional print segment via an internet-
based business model. Several publishers are
planning to charge their readers for online access
to professional journalistic content. However, it is
especially the case in the online media world that
readers will only pay for something that really does
offer significant added value! For instance, experience
shows that the prospects for the success of paid content
are severely restricted with regard to content and
technology. The strategy that publishers should therefore
adopt is to combine freely available high-quality journalistic
articles, paid content, context-sensitive advertising and linked
e-commerce platforms.
For most young people, the Internet has now become

[
MAX RUST AND PHIL GEIB/MCT

the most important information medium — ahead of even revenues in the traditional print area via a new internet-
television. More and more readers are using the Internet based business model. In keeping with this new strategy,
and turning their backs on the traditional print products of several well-known publishers have now launched a high-
publishing houses. That is why purely traditional newspaper profile crusade to oppose the giveaway culture of the fixed

internet. Journalistic content that online readers have
been able to access for free up until now will soon only be

Little willingness to pay for online content

OOoo0O0ooo0O000on available to paying customers.
9% of respondents, DE, 2009 0 O 0 O O O O DE, 20090 The more critical factor for the success of the new
business model is user acceptance. In the entrenched

No response
0oo % free-of-charge culture of the fixed Internet readers

have hitherto regarded non-haptic online content as
insufficiently valuable for providers to be able to charge
for it. For instance, according to a GfK survey, over 90%
| of respondents have absolutely no intention of paying for
Sﬁs gg\rfrt?;ng news in the fixed Internet — however small the fee might
ooooooooo be. This shows that users are astonishingly ignorant about
the work done by editorial teams and publishers.
Sﬁﬁ oct?tnatzctertisin g Given these findings, the first publishing houses to
O00ooo0o00n charge a fee for standard news stories in standard news
categories will have to be prepared for a mass desertion of
their online readership to their competitors and they will
thus suffer a lasting decline in relevance.
However, paid content alone is unlikely to solve

Willingness

to pay
oooo

Source O 0 O O : GfK, 2009

and magazine publishers are having to deal with further publishers’ structural earnings problem for all time.
declining circulation figures and falling sales and advertising Standing on just the one leg of paid content is probably
revenues. Of late, traditional print media have lost some 8% very difficult for publishing houses. Instead, the far more
of their advertising revenue to the Internet. promising business models are those that are based on a
But the publishing houses have realised in the meantime combination of freely available high-quality journalistic
that attempting to fight the largely hyped “print versus online  articles, paid content, context-sensitive advertising and
battle” ultimately leads them absolutely nowhere. Instead, linked e-commerce platforms while utilising the virtues of

their aim is to offset the slump in sales and advertising the online channel to create added value for the user. &
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