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Team Hong Kong
in Competitive Battle

H

ong Kong’s ability to regularly punch above its weight can be
attributed to one core quality – its competitiveness. We have been
consistently ranked one of the most, if not the most, competitive
economies in the world.
The qualities that have helped Hong Kong evolve into the international
business centre that it is remain just as relevant today as ever. The virtuous
blend of a tax regime that allows hard-working and enterprising taxpayers
to keep most of their earnings, the respect for rule of law, and world-class
infrastructure have all contributed to Hong Kong’s success. Close ties with and
geographical proximity to one of the largest economies in the world have also
been key ingredients in Hong Kong’s recipe for wealth creation and economic
advancement.
Although we have retained most of these core qualities, we have
unfortunately begun to lose our Team Hong Kong spirit to stand as one to face
external threats. Fragmented interest groups and bickering are causing us to
take our eyes off the economy “ball.” We risk becoming the proverbial hare that
the tortoise gladly overtakes without saying “thank you.”
Economic competition is a team sport. It relies on teamwork. A team
of star players not united under strong stewardship is a recipe for disaster.
Competition needs to be stewarded against other teams, and not inside
the team. Unchecked, internal competition easily leads to strife. External
competitors will rub their hands in glee. Hong Kong needs to steer clear of
internal strife to stay competitive and, therefore, relevant.
Once we decide to stop the bickering and to re-focus on protecting and
enhancing our ability to compete outside, we need to kick the tyres of our
economic machine again to ensure our tools and instruments are working and
relevant. It may also involve stress-testing our capabilities and taking stock of
existing policies and schemes.
The priority is to ensure our legal codes keep up with changes in the
international landscape, and not lag behind technological advancements, so
that we continue to toot our horn as the world’s freest economy in every sense
of the description.
In doing so, we need to be wary of well-meaning policies that could give rise
to unintended consequences, which could in turn blunt our competitive edge.
This is why the Chamber has been urging the Government to adopt regulatory
impact assessments as an integral part of its policy-making process.
The ideal regulatory framework should enable businesses to anticipate,
address or even create market demand. Overregulation will suffocate creativity,
innovation and the spirit to take risk. These are issues critical for Hong Kong’s
success. But they have been put on the back burner with the public agenda
being taken over by populist issues. Hong Kong needs to get down to real
business again. We have wasted too much time on internal bickering and it is
time to regroup to battle external threats again.
Go, Team Hong Kong.
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What Makes
Hong Kong Unique?

I

n the 2005 computer-animated film “Robots,” the movie’s protagonist
was able to overcome challenges and do well for himself by putting into
practice the mantra of his role model – “See a need, fill a need.”
If there was ever a motto for Hong Kong that expression would
probably be the most apt. Time and time again, we have proven our
mettle in the rough and tumble world of commerce by spotting market
trends as they begin to take shape and act decisively to satisfy ensuing
demand. We owe our manoeuvrability to accommodative legislations and
policies that have allowed enterprising individuals and their businesses to
flourish. In short, we are highly adaptable.
As the cycles of change become ever more compressed and profound, it
is important that Hong Kong be able to rely on its ability to reinvent itself
to avoid redundancy in global markets where competition has become
increasingly crowded and intense. Some would say Hong Kong’s value
proposition is in serving as a testing ground for products and services
before these are actually brought to market such as the Mainland. In
software parlance, Hong Kong is akin to a sandbox.
One shining example is the Closer Economic Partnership Agreement
(CEPA), which allowed the Mainland to test the waters as it went about
the gradual process of opening up its domestic economy. To be sure,
Hong Kong has benefited immensely from CEPA as well but more
importantly it continues to assume a pivotal role in contributing to the
nation’s agenda of market liberalisation. This experimentation can be
seen across the country in the form of Free Trade Zones, which seek to
take a page from Hong Kong by emulating and replicating its formula for
success.
If past performance is of any indication of future results, Hong Kong
has weathered more than its fair share of trials and tribulations. Despite
having been written off at one point as being on the verge of dying or
being subjected to a series of “black swan” events such as SARS, the Asian
and Global Financial Crises, we have somehow managed to bounce back
from these episodes stronger than ever and fighting fit. However, there is
the need to watch out for increasing politicisation in society.
Ultimately, what makes Hong Kong unique as a place to live and do
business is its energy and tenacity. Underpinning all these is the rule of
law, which promotes stability and certainty – elements that are highly
prized by business operators. Despite the perceived tendency to gripe
and complain, it is in Hong Kong’s DNA to get things done. There were
lulls as we tried to come to grips with the unknown but in the end it was
business as usual.

Talking Business with

Peter Wong

The Bulletin: Some people use “the new normal” to

describe this long economic downturn. Do you think
this is now “normal,” or will economic growth rates
return to the pre-financial crisis days?
Peter Wong: The world is in a very volatile state right
now. First of all, globally, you have the U.S. election at the
end of this year, and we also have the effects of Brexit.
Then you have the French and German elections next
year on top of the current challenges impacting Europe.
In Hong Kong, we also have our LegCo elections in September, then the Chief Executive election next year. So
lots of things are happening, and all this volatility creates
an environment of uncertainty, but also opportunity.
But going forward, investors’ focus is definitely
going to be on Asia, not on Western economies. This is
because by 2030, two-thirds of the world’s middle class
will be in Asia. These people will be spending more, eating more, travelling more, etc., so you’re going to have a
huge growth in consumption. Also by 2030, more than
40% of the world’s GDP is going to be in Asia, and by
that time Mainland China’s economy would be larger
than the size of the U.S.

B: What is your outlook for Hong Kong?
PW: I think Hong Kong is also going to be affected

further by the global slowdown. The first quarter GDP
growth was about 0.8%, compared to 1.9% in the last
quarter of 2015, which clearly shows the economy is
slowing. Personal expenditure has only risen by 1.1%
on a year-on-year basis, which is the lowest rate for
many years.
This is partly due to many of the currencies around
the world depreciating – the Canadian dollar, the Australian dollar, Korean won, euro, and previously the
Japanese yen. Because of the strength of the U.S. dollar, which we are pegged to, Hong Kong is now more
expensive for visitors. Just a few years ago, the RMB
had a 23% premium over the Hong Kong dollar, so
many Mainlanders came here to shop. That demand
over the past few years, however, caused rents and
property prices to go up, which pushed prices up.
Now, because of the U.S. dollar’s strength and the
other currencies weakening, tourists are going elsewhere. Hong Kong will have to go through this cycle
of adjustment because visitors will be buying less.

B: Do you expect rents to come down due to this cycle?
PW: Rents will have to come down. You see a lot of shops

closing in Causeway Bay and other major shopping
areas. We have to go through this adjustment period,
but I think Hong Kong must also use its creativity to
increase its attractiveness to offset the slowdown in consumption.
For example, we need to have more activities to
attract visitors. In Singapore they have Formula One,
now we have Formula E which is a good start. We have
the Rugby Sevens, so why can’t we have other sporting
or music events? There was discussion about a powerboat race using our beautiful harbor, which would
attract different kinds of visitors to Hong Kong. You
can’t just rely on products that are cheaper relative to
other places for higher value tourism.
B: Regarding Brexit, how is that affecting your business?
PW: Two-thirds of our group’s profit is generated in Asia,

but business in the U.K. would definitely be affected by
the conversion effect, because we report in U.S. dollars
and we earn in pounds. Our business is actually quite
sound in the U.K. But for other companies going forward, a survey in the U.K. found that one-third of businesses polled said they would hold off on their capital
expenditure plans. However, I don’t think the British
Government is just going to sit there and do nothing.
They have already said they will lower the corporate tax
rate to 15% and relax capital requirements on banks so
that they can lend more and get more liquidity into the
market. I believe there will probably be an interest rate
reduction in the future and also some monetary easing
programmes.
The government will also have to have a different plan
in terms of what the U.K. is going to be in the future.
I think it’s still going to be an international financial
centre and the government will offer incentives
for big corporations to stay in the U.K. But
the production sector would probably feel
quite an impact if they cannot negotiate
favourable tariff treaties with Europe.
B: The Chamber did a survey

recently and held a seminar on
the difficulties that companies are
experiencing when trying
to open a bank account in
Hong Kong. What is HSBC
doing to facilitate companies in opening accounts?
PW: I think one of the
things Hong Kong needs to

understand is that the world has changed significantly
from a few years ago. For example, in terms of compliance officers, we have hired 7,000 compliance people
globally since the end of 2014. All the new standards
coming out from the U.S., U.K. and so forth have to be
met. The standards are basically against money laundering, financial crime, etc., and the whole world has to
abide by these requirements.
For setting up an account, in a nutshell, we need to
know all about the company’s business – where is the
money coming from, what businesses is the company
dealing with, and where is the money going? We need
this kind of information to fulfill the new standards.
We are still opening many accounts every month
when people are able to produce the required information. We also talked to the Chamber and offered to
talk to members regarding what we require. If some
companies say their accounts should be opened but
got rejected, we are happy to talk to them again. The
most important thing is applicants need to fulfill all the
requirements.
But make no mistake, this is a new world out there.
In terms of financial crime, money laundering and so
forth, you’ve seen so many requirements coming out
from regulators, so we have to abide by them. Also, there
will be more regulations coming out so it’s not going to
get easier.

B: One of the things that infuriates people is that banks
don’t tell them why they have been rejected. Why not?
PW: No, I don’t think so. I’m not saying banks are 100%
correct, which is why we have an appeal process. If companies think they really have a case, then we’d be more
than happy to take a look at it. But sometimes we also
see customers don’t respond to us. They cannot open an
account straight away so they start to complain, but this
is usually because they don’t furnish us with the necessary information.

In terms of financial crime,
money laundering and so forth,
you’ve seen so many requirements
coming out from regulators,
so we have to abide by them.
Also, there will be more regulations
coming out so it’s not going
to get easier.

B: People often used to say Shanghai and Singapore are a
threat to Hong Kong’s status as a financial centre. I don’t
hear that very often these days. Do you think we are
still in the competition? What about competition from
Qianhai?
PW: Asia will probably have three financial centers in the
future – Hong Kong, Shanghai, and Singapore. As far
as Qianhai is concerned, it’s going to take some time to
develop. Hong Kong has the advantage of having China
behind it, but Hong Kong has to remain unique, internationally focused, and continue to have the best standards, the best rule of law, the best services, etc.
As far as Mainland China is concerned, it is going to
take some time for Shanghai to come up to the same
level as Hong Kong. The Mainland market itself is also
big enough for Shanghai to focus on and serve compa-

nies’ funding needs and so forth. Also, with the savings
rate slightly below 50%, China will need to develop a lot
of capital products and improve healthcare, education
and retirement protection, etc. to release those savings.
Hong Kong has to continue to interface with international markets, so in that role, Hong Kong will continue
to serve as an international gateway for China. So in the
future, if Hong Kong wants to continue to be unique
and continue to be in the forefront as an international
business and financial hub, we should enhance our
international role and serve the big market of Mainland
China.
As far as Singapore is concerned, it is a financial centre for Southeast Asia and the huge markets over there
will ensure it continues to play that role. With the Belt
and Road going through many ASEAN markets, like
Thailand, Malaysia, Singapore and Indonesia, Singapore
would have a big role to play in raising finance.
As I said before, by 2030, more than 40% of the
world’s GDP is going to be in Asia, and two-thirds of the
world’s middle class will be here, so I think it’s important for the regulators in Asia-Pacific to form their own
forum. Because with that bigger economy, we need to
have our own financial forum where the regulators
would talk about the important issues affecting the AsiaPacific region. Such a forum should represent the AsiaPacific region in dealing with the forums in the West.
B: Has HSBC any plans to help customers along the Belt
and Road?
PW: Of course. I went to Thailand, Malaysia and Singapore to talk to our big customers there and to find out
what those governments are planning for the Belt and
Road. For example in Thailand, a rail project running
from Myanmar to Bangkok, and then down to Malaysia
passes through areas which constitute more than 50%
of Thailand’s GDP. They will be developing airports,
seaports, properties, commercial centres and so forth to
support this line. The same can be said for Malaysia and
Indonesia, which are building rail hubs. Other rail lines
are also being laid, such as one from Kunming to Laos,
Thailand, Malaysia and Singapore. The other one would
be from Chongqing to Myanmar and then eventually to
the Middle East.
All these things are linked to Asia having the world’s
biggest population, more than 40% of the world’s GDP
and two-thirds of the world’s middle class. Imagine that
China is going to be the biggest buyer of commodities
in the future, because by 2030 its economy will be bigger than the U.S. and it will have 1.4 billion people. So
how are these commodities going to go to China? Right
now, basically the major route is through the Malacca

Strait, so they are creating land routes from the port of
Malacca with trains running to and from China.
B: What can Hong Kong do to get in on the action?
PW: First of all, Hong Kong is an international finan-

cial centre. A lot of financing will be coming from Hong
Kong, such as equities, bonds and so forth. Secondly, I
think companies in Hong Kong need to go out and get
partners in these countries and invest. It’s just like when
Guangdong was developing – a lot of Hong Kong businesses invested in Guangdong but raised their money in
Hong Kong.

We cannot just sit in Hong Kong
and wait for things to come to us;
we need to get out there and
actually look for partners in those
countries and invest.

A lot of these countries have great need of infrastructure investment and logistics expertise. We can export
our expertise and services, and even SMEs can also follow to bring their niche expertise to those countries. But
we cannot just sit in Hong Kong and wait for things to
come to us; we need to get out there and actually look
for partners in those countries and invest.
B: Are you optimistic about the Belt and Road project?
PW: Yes, definitely. When I look at all the opportunities

out there, I think some of the countries in Asia, which
previously were not so prominent, will receive a lot
more attention. For example, Thailand will become very
prominent. Thailand now looks upon itself as a centre
for CMLV (Cambodia, Myanmar, Laos and Vietnam), so
you have a hub there. All these markets are going to be
connected by rail, sea and air. There are huge developments underway and Hong Kong needs to get out there
to capture some of these opportunities.

Hong Kong’s Economy
Sees Slight Improvement

I

n real terms, the Hong Kong economy expanded 1.7%
YoY in the second quarter, somewhat faster than the
0.8% growth in the preceding quarter. On a seasonally adjusted comparable basis, real GDP expanded 1.6%
quarter-on-quarter (QoQ) in the second quarter, compared to a 0.4% drop in the first quarter and thus avoiding a so-called technical recession. While consumption
and investment sentiments have remained weak, the
favourable effects of the lower comparable bases of 2015
could ease pressure in the near term.
Domestic economy continued to weaken
The employment market condition was, again, a
bright spot. Despite earlier worries of ailing business
sentiment, employment held up against the headwinds.
Total employment remained over 3.8 million, while
headline unemployment and underemployment rates
stayed flat at 3.4% and 1.4% respectively as of 2Q2016.
That being said, a series of negative news during the
period spooked consumption sentiment (i.e. Consumer
Confidence Index dropping 11.2% YoY) and hurt overall consumption.
In keeping with the trend of eased growth momentum in the first quarter, domestic consumption growth
decelerated further in the second quarter. Private consumption expenditure only expanded 0.6% YoY in real
terms in the quarter, after a mild 1.1% YoY growth in

the preceding period (see Chart 1). Given that private
consumption was the single most significant contributor of economic growth in the past few years, this suggests that the city will need some catalysts to see a sustained rebound in growth.
Notwithstanding the full-employment situation in the
first half, the tourism-related sectors, including the accommodation and retail sectors, continued to be troubled. For
instance, the occupancy rate of the hotel sector fell by an
average of 0.8 percentage point in the first half, while the
average daily rate declined 8% YoY (see Chart 2). Part of
this could be attributed to the slower traffic of incoming
visitors as a result of dwindling Mainland tourist arrivals, which triggered a downwards trend in visitor arrivals starting from June 2015.
Lower comparable base helps
Nevertheless, thanks to the favourable base effect,
visitor arrivals only declined by 1.7% YoY in June 2016.
Taking into consideration the strength of other currencies in the region like the Japanese yen, as well as geopolitical tensions and security concerns in some neighbouring travel destinations, it is hoped that visitor arrivals will stabilise in the second half of the year, which
would provide a buffer for the retail sector.
For a while now, the retail sector has been fighting
an uphill battle. Due to a dramatic change in shopping
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patterns such as huge decreases in the purchases of luxurious items compared to a few years ago, retail sales fell
off a cliff and dropped 10.5% YoY in the first half. Nonetheless, similar to the situation of visitor arrivals, partly
due to a favourable base effect, retail sales in the second
quarter showed signs of improvement. On a seasonally
adjusted QoQ comparison, total retail sales value registered moderate growth of 2.8% in the second quarter,
suggesting easing downward pressure.
Meanwhile, overall investment saw a declining trend
extended to four consecutive quarters after it dropped
4.9% YoY in the second quarter in real terms. The magnitude of decline shrunk somewhat, supported by the
rebound in building and construction activities (+3.9%
YoY in 2Q vs +0.2% in 1Q), but the weak business
spending on machinery and equipment acquisition
(-11.3% YoY decline) lingered. This weakness may not
be reversed in the near term as the Business Tendency
Survey results suggested that businesses remain conservative for now.
Externally, total exports dropped by 3.9% YoY for
1H2016, led by declines in exports to major destinations including Japan (-6.4%), the U.S. (-6.4%), and
Mainland China (-4.6%). Similar to the other indicators, partly as a result of a lower comparable base, total
real exports expanded 2% YoY in 2Q2016 (vs -3.6% in

1Q2016). As the external environment is still expected
to be impacted by gyrations in monetary conditions and
the asset market volatilities, we consider the recent indications of improvement fragile at best.
Conclusion
Looking ahead, because of the lingering uncertainties of the external environment, Hong Kong’s economy
is likely to remain sluggish, but the pressure on trade,
retail sales and visitor arrivals could begin to subside
thanks to the favourable effect of a low base.
Domestically, the weak consumption and investment
sentiments remain as major downside risks. Externally,
as uncertainties linger, global economic conditions will
remain mediocre. Unfortunately, as an open economy,
Hong Kong’s economic growth will continue to be cumbered by global conditions. Thanks to the modest price
increase in food and housing rentals, inflationary pressure continued to ease in the second quarter of 2016,
and will provide some breathing room for both businesses and households.
Taking into consideration that the economy achieved
a meagre actual 1.2% YoY growth during the first half
and the impact of the favourable low base effect, we
have revised the GDP growth forecast for 2016 to 1-2%,
in line with the Government’s forecast.

The frustration of being unable to open a bank account was clearly
evident from discussions at a forum on 4 August organised by the
Chamber. More than 200 members from the HKGCC and
international chambers turned out to reflect their concerns and
discontent with banks’ withdrawal or failure to offer banking facilities.

I

magine the joy and excitement of gaining an initial
foothold in Asia, one of the fastest growing and most
promising markets in the world. Imagine scouring the region in search for an appropriate location
to establish your operations hub. Imagine scheduling
an appointment with the local overseas branch of the
financial institution with which a long relationship has
been maintained where you came from. Imagine the
surprise and disappointment when your application to
open an account is turned down. Imagine the mounting
alarm and concern as this experience of being rejected
is being repeated again and again as you try to open an
account in other banks.
Such encounters are not exactly new in Hong Kong.
There had been anecdotal accounts of newcomers to
Hong Kong who had gone through the tortuous process of validating their identity and source of income
(or funds) with their banks of choice. The number of
reported difficulties increased last year. Although this
was not significant enough in moving the needle to garner public awareness, the matter did catch the attention
of the Chamber. The situation came to a head at the start
of this year as complaints flew fast and thick about the
near impossibility of accessing basic financial services.
Stricter regulations?
What changed to so drastically impact a mundane
prerequisite to setting up a business? In many ways,
this can be chalked up to the regulatory environment,

which banks are operating under. International agreements often referred to by such acronyms as AML, KYC,
FATCA, and more recently AEOI and BEPS mean that
financial institutions, especially those with a global
footprint, have come under intense scrutiny by governments, which have banded together to clamp down on
money laundering, terrorism financing, and tax evasion.
As a result, banks have been effectively placed at the
global frontlines of the war against the routing of funds
across borders for questionable purposes.

Banking on
Rejection?
Frustration among new and old businesses
with difficulties relating to banking services forced
the Chamber to take up the issue with banks
and the HKMA

Regulators seek to achieve their goals of policing fund
movements chiefly through the gathering of information. As the primary conduit for money flows, banks are
therefore a critical aspect of these inter-jurisdictional
arrangements. The soon-to-be-introduced AEOI is perhaps quite instructive of the ripple effects on broader
society due to the increasing array of regulatory obligations that banks are required to uphold and observe.
In the Chamber’s response to the Government’s consultation on AEOI in June 2015, we expressed concerns

about the increased volume of reportable accounts that
banks would have to collect, process, maintain and hold.
We also pointed to the burden that AEOI would impose
on banks to also include as part of their monitoring
exercise, low value retail customers. This represents a
significant departure from other similar reporting obligations such as FATCA.
Failure to comply can attract heavy fines and penalties. Stories in the media abound with cases of financial
institutions that have suffered heavy fines after being

Banking issues take root
 In early 2015, the Chamber began hearing a few
complaints about difficulties that businesses
were encountering with their banks.
 The Chamber issued a short survey in May to
gauge the extent of and degree of severity with
the issue. Within 24 hours, we received around
60 responses. Complaints are still coming in,
although on a sporadic basis.
 The Chamber, in conjunction with the
international chambers, flagged the issue of
growing complaints by members on difficulties
in opening and maintaining accounts at a
meeting of the International Business
Committee (IBC) in May. The IBC is chaired by
the Chief Secretary.

 The Chamber Secretariat met with HKMA
executives in June to discuss findings from the
Chamber’s survey.
 The Chamber’s Economic Policy Committee
deliberated on the issue at a meeting in June.
 A special session was arranged in August for
members to engage HSBC.
 The Chamber Secretariat hosted representatives
from Standard Chartered Bank at a meeting in
August.
 The Chamber Secretariat attended a sharing
session organised by the HKMA in late August.

found guilty of transgressions or paid large sums to settle regulatory probes. As a whole, the banking industry
has seen the need to beef up spending on internal security measures in order achieve compliance with both
domestic and international regulatory standards.
Against the backdrop of stringent regulations and stiff
penalties, banks are trying to minimise their risk exposure by taking on fewer customers and culling existing
ones. Otherwise referred to as de-risking, the process has
unfortunately given rise to the tidal wave of complaints
witnessed recently in Hong Kong. By casting the de-risking net far and wide, banks have inadvertently hurt legitimate businesses. The tightening of vetting procedures in
the case of new accounts and the inexplicable and abrupt
termination of banking services for those with a preexisting accounts have made normal business for companies in Hong Kong virtually impossible.

The discontentment and frustration,
even incomprehension, over the issue of
bank accounts have reached a point where
the situation cannot continue. The
Chamber, in collaboration with the
international chambers in Hong Kong,
raised the gravity of the issue with the
higher echelons in Government.
How widespread is the problem?
According to information provided to the Chamber,
the inability to open an account has had dire consequences for new businesses that are planning to set up
in Hong Kong. Complaints are centred mainly on such
issues as protracted processing times, onerous application requirements, and lack of communication and support. There was also the perception that factors such as
the nationality, nature of business, overseas markets,
company size and structure were inherent to the decision-making process aimed at screening out “high risk”
applicants.
Given that possession of a bank account is a fundamental pre-requisite of doing business, the inability to gain
access to or unforeseen cessation in such a basic service
essentially means a business cannot function. In instances
where there are knock-on effects, companies could be
exposed to legal repercussions because they are no longer
able to pay their employees, suppliers and other bills.

At a more fundamental level, the problems surrounding bank accounts could potentially undermine
Hong Kong’s standing as an international financial and
business centre. Feedback received from a Chamber
mini-survey in May suggested that spurned customers
are taking their business elsewhere. Further, the issue
hinders the Government’s ambitions to develop Hong
Kong into a preferred destination for start-ups – which
were reportedly considered high risk and therefore
prone to de-risking.
Finding solutions
The discontentment and frustration, even incomprehension, over the issue of bank accounts have
reached a point where the situation cannot continue.
The Chamber, in collaboration with the international
chambers in Hong Kong, raised the gravity of the issue
with the higher echelons in Government. Meetings were
also organised with banking representatives to share
anonymous information on members’ experience.
Subsequently, a forum was held in August to provide a
conduit for members to exchange views with a leading
bank. The HKMA has also intervened by announcing
that it would be issuing a set of guidelines to financial
institutions. In turn, some of the major banks have
expressed a commitment to improve customer experience by reviewing their vetting processes and providing training to frontline staff. One of Hong Kong’s
largest banks, HSBC, has since unveiled a number of
initiatives, which included such measures as providing
advice on documentation requirements, introducing
dedicated case managers, shortening turnaround periods, augmenting the approval procedure, and adding
further channels for handling complaints.
Standard Chartered Bank (Hong Kong) Limited
(SCBHK) has also taken steps to tackle the challenges.
In addition to meeting with the Chamber, it has implemented some new procedures that aim to strike the
right balance of ensuring compliance requirements
are fulfilled, while keeping customers satisfied. These
include reviewing its application procedures and
enhancing training for staff to guide applicants, setting
up a central database to track and facilitate cases, and
providing checklists so that customers can ensure they
have all the required documents before applying.
It is obvious that financial institutions are keen to give
customers a fair shake if the developments as described
are of any indication. They have taken to heart the grievances expressed at the forum in August and are studying
the specifics of individual cases that have been detailed
in writing by members at the same. The Chamber hopes
to publish the responses when these are available.

The Chamber recently submitted its proposals
to Government on how Hong Kong’s financial
sector can contribute and benefit from the Belt
& Road initiative. Following is an abridged
version of that submission

T

he Mainland’s Belt and Road initiative seeks to
promote regional economic growth through
economic and trade cooperation among over 60
countries and regions along the Silk Route Economic
Belt and 21st Century Maritime Silk Road. Of the initiative’s five major goals, policy coordination, facilities
connectivity, trade and investment facilitation, financial
integration and people-to-people bonds; facilities connectivity mainly in the form of infrastructure development has emerged as a top priority.
Hong Kong’s role in the Belt and Road Initiative
As the Belt and Road Initiative covers over 60 countries, this implies complex corporate treasury operations
that include such elements as cash flow management,
foreign exchange, cross-border payments, risks and liability control. Therefore, a regional corporate treasury
centre (CTC) would be required to centralize all treasury functions so that multinational corporations can
enhance operational efficiency, reduce foreign exchange
exposure and risk, as well as achieve economies of scale
in treasury operations.
Hong Kong is already a premier CTC in Asia. Hong
Kong’s advantage lies in its well-developed financial infrastructure including but not limited to its deep and liquid
foreign exchange and money markets, absence of capital
restrictions, stable and free exchange rates, and concentration of the world’s leading banks. Furthermore, Hong
Kong possesses a simple and competitive tax regime, a
common law system, an excellent pool of well-educated
labour force and business professionals, as well as worldclass transport and telecommunications infrastructure.
More importantly, its proximity to Mainland China and
its position as a premier offshore renminbi centre makes
Hong Kong a preferred location for fulfilling Belt and
Road projects. For all these reasons, Hong Kong is the
first choice by far in Asia for many corporations, especially Chinese firms, to raise funds.
Singapore, which also shares many of Hong Kong’s
attributes, is another leading regional CTC in Asia.
Compared to Hong Kong, Singapore is more attractive
to corporates whose main business is in Southeast Asia

and India. The city also offers a favourable tax rate of
8% for CTCs, as well as a number of incentive schemes
for global treasury businesses. In addition, Singapore
has a distinct advantage over Hong Kong in terms of the
80 Double Tax Agreements (DTAs) it has signed. This is
in contrast with the less than 40 DTAs entered into thus
far by Hong Kong.
Geographic proximity is considered an important
determining factor for treasury operations to function
effectively. To this end, London is less ideal despite its
standing as an international CTC due to its distance
from the Belt and Road countries.

Belt and Road Opportunities
for Hong Kong’s Financial
Services Sector

© Wang Song | Dreamstime.com

In comparison, Hong Kong is an ideal CTC location for Chinese companies that are expanding globally
(including those participating in Belt and Road projects). It is also the preferred location for MNCs’ corporate treasury operations, which are increasingly trading
in renminbi.
As mentioned above, external financing will be
needed to bridge the immense funding gap for Belt and
Road projects. Debt financing or debt securitisation can
be considered a useful means to provide funding for
these projects. In contrast to equity funding, this option
allows governments to retain control over public pro-

jects while providing long-term investors with guaranteed returns.
This method of financing also has the advantage of
supporting another key objective of the Belt and Road
Initiative, which is to promote the internationalization
of the renminbi. A sizable and market-determined renminbi-denominated debt market is essential to encourage non-resident corporates and investors to hold and
use renminbi. The absence of large and liquid capital
markets (debt, equities, derivative and money markets) offshore has hindered the global expansion of the
renminbi. There is an urgent need for the Mainland to

either establish a sizable debt market offshore or open
up its onshore debt market as soon as possible. However, as the latter remains heavily regulated and is dominated by public debt, this is unlikely to meet investors’
demands in the foreseeable future.
This is where Hong Kong can play a role. Hong Kong
possesses a developed financial infrastructure for both
debt securitisation and project financing. Hong Kong
also has a diversified investor and issuer base, with foreign currency debts accounting for up to almost half
of the local market. Although Singapore shares similar
characteristics, Hong Kong has the edge due to a bigger
pool of offshore RMB bonds.
In addition, Hong Kong’s vast and diverse investor
base includes 201 authorized institutions, 158 insurance and reinsurance companies, and 594 Hong Kongdomiciled SFC approved funds. It is perhaps noteworthy that in 2014, more than 70% of the combined fund
management businesses with some US$2.3 trillion in
assets were sourced from overseas investors.
Hong Kong is also considered a major offshore RMB
debt centre for infrastructure investments, including
both structured debts and infrastructure bonds, compared to around 20 other offshore RMB clearing centres
around the world, including Singapore and London.
By the end of 2015, the total value of outstanding Dim
Sum bonds in Hong Kong amounted to around 368 billion RMB, which far outpaced that of its second-placed
rival, Singapore, which accounted for some 50 billion
RMB (Q2 of 2015). There is also strong local appetite for
diversified and longer-term investment vehicles such as
debt, given that the offshore renminbi loan-to-deposit
ratio in Hong Kong is still very low at 29.4% in 2015
(versus the overall loan ratio of around 70%). Moreover,
continuous improvement of the offshore renminbi market infrastructure in Hong Kong will help attract global
investors to trade debt in Hong Kong.
Recommendations
The Hong Kong SAR Government should lobby the
AIIB to set up its treasury centre in Hong Kong. This
would give rise to a cluster effect by encouraging other
enterprises that possess or are planning to set up a CTC
to choose Hong Kong for their operations as transactions would be more cost-effective when conducted in
one place.
Although the Hong Kong SAR Government has
introduced a 50% cut on corporate tax rate on profits (i.e. 8.25%) of eligible CTCs that are established
in Hong Kong, this is contingent on such CTCs being
standalone corporate entities or those satisfying the
safe harbour rule under the current regime. It is rec-

ommended that this requirement be removed so that
multinationals do not have to alter their corporate
structure to enjoy the tax benefit. To do otherwise
would undermine the benefit of and objective behind
the tax concession.
Furthermore, the Hong Kong SAR Government
should enter into more regional DTAs to enhance its
competitiveness versus Singapore. Presently, some 47
countries have signed a DTA with Singapore but not
Hong Kong. Many of these countries are located along
the Belt and Road. A special unit under the Office of
Financial Secretary should be set up to lead and oversee
the negotiation process, with the aim of expediting the
expansion of Hong Kong’s DTA network.
Debt financing centre
In light of the vast potential in debt financing of Belt
and Road projects, Hong Kong is being presented with
an invaluable opportunity to build up an enviable debt
market that is comparable in size to that of the U.K. The
Hong Kong SAR Government should, in conjunction
with the private sector, proactively lobby the AIIB, NDB
BRICS and SRF to issue foreign currency bonds, Dim
Sum bonds and infrastructure bonds in Hong Kong. The
role of the Infrastructure Financing Facilitation Office
under the Hong Kong Monetary Authority should be
expanded to include the function of a marketing agency
for attracting more of such activities to Hong Kong.
The Hong Kong SAR Government should consider
providing tax incentives (such as the deductibility of
interest income on corporate tax) for companies to
hold debt. This includes the extension of a tax exemption on interest income and profits derived from debt
instruments issued by governments and multilateral
agencies in all types of currencies. Currently, under
the Qualifying Debt Instrument (QDI) scheme, interest income and trading profits arising from certain
debt instruments are exempted from profits tax in
Hong Kong according to Sections 14A and 26A of the
Inland Revenue Ordinance (Cap 112). This includes
RMB-denominated bonds issued by the Central People’s Government of the People’s Republic of China
in Hong Kong, Exchange Fund Bills and Notes, Hong
Kong Government Bonds and Hong Kong dollardenominated multilateral agency debt instruments. In
addition, the Government can also consider exempting
profits tax on interest income and trading profits from
debt securities issued by specific funds for infrastructure projects.
To read the entire submission, visit the Chamber’s website,
www.chamber.org.hk.
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ong Kong may be well-known for its financial
and property sectors, but that doesn’t mean
there aren’t a number of local tech companies
doing some interesting work. Insight Robotics Limited
is one of them.
The company, which was founded in 2009 and employs
engineers from several countries, develops robotics-based
solutions for wildfire detection, agricultural surveying &
mapping, plantation management and pipeline & electrical fault detection.
“We solve problems through the use of robots for obtaining data. That is the meaning of our company name,” said
Rex Sham, co-founder and Chief Science Officer of Insight
Robotics Limited, who graduated from The Chinese University of Hong Kong in Computer Science.
“In the beginning, our business was aimed at disaster
relief using robots. However, we found that there was no

business potential in this area. Our team did not give up
and continued to do research even when the company was
facing bankruptcy. Finally, we found out about a potential
opportunity in risk management of forests,” said Sham.
“We extracted the eye detection and wireless sensors from
the robots and developed a fire detection tool.”
“People are not good tools for data collecting as it is
inefficient for a person to monitor a forest and collect
data by hand. Instead, people should make decisions
using their experience and intelligence”, said Sham.
Robots can engage in large-scale data collection with
precise results while humans can make decisions. “That
is why we insist on not trying to extinguish fires but on
developing robotics to reduce the probability of such
disasters in the first place,” added Sham.

Start-up challenges
As Insight Robotics Limited focuses on fire prevention and pest control services, it does not have many
competitors with comparable technology. However,
they still face difficulty in getting customers to fully
trust their services and products.
“Forestry and agriculture are narrow sectors for
business. We tried to find distributors to help us sell our
services. However, they lacked industry knowledge and
were not professional enough. As a result, potential clients did not trust our services and thought that we were
trying to sell them useless things,” said Sham.
Due to the difficulties in selling and promoting their
services to clients, the company decided to form their
own sales and marketing team.
“We taught the team professional knowledge about
forestry and agriculture. They had to visit a forest to experience the actual environment. They also learned about
how forestry company scientists work. We then sent them
to overseas exhibitions where they met with forestry
bureaus and private plantation companies,” said Sham.
Though it is Hong Kong-based, the company has clients in Mainland China, the U.S., Malaysia and Indonesia.
In Guangdong, the local sales team lives near clients
so they can serve the clients effectively.
“Each project requires around nine months for completion and our sales team must stay near the clients. This
way, they can arrive within three hours if the client suddenly wants to have a meeting. The client is always pleased
that the sales team are on standby anytime,” said Sham.
Mitigate risks and reduce costs
There is a saying that prevention is always better than
the cure. Through their core technology, Insight Robotics Limited provides decision-makers with relevant
information to prevent disasters. They mitigate risks by
using wildfire detection, agricultural surveying & mapping, plantation management and pipeline & electrical
fault detection.
Fire and insect infestations cost governments and private companies a lot of money every year. Forestry companies have to pay large premiums to insurance companies which raise premiums if forests burn. “In order to
reduce insurance premiums, forestry companies have to
prove that their losses from disasters have been reduced
after implementing a fire detection system,” said Sham.
Through early detection, the company’s aerial survey
solution helps agricultural managers prevent large-scale
damage to crops. Timely intelligence reduces risks and
safeguards resources, thus preventing and constraining
further losses.
“We are using real-time data to predict and analyze
the future. The alarm system has to work when a fire

suddenly starts,” said Sham. “We place robots in a forest; each robot generates 8GB of data every day. We keep
improving the mathematical model and adding more
parameters such as weather, sunshine, and terrain. The
mathematical model applied to software allows us to
detect the flames.”
Forest fires, viruses and insect infestations can not
only harm plantations and forests but also entire ecosystems, especially as a virus can spread through dozens
of square kilometres of forest quickly. Insight Robotics
Limited’s detection system can prevent this by detecting
outbreaks at an early stage. By this, they are reaffirming
their mission statement of “saving the world, bit by bit,
grid by grid.”

H

aving served as a director-manager in the manufacturing industry and a solicitor partner at an
international law firm prior to joining Duff & Phelps,
Patrick Wu has broad experience in many areas
including banking, business acquisitions, real estate
and investment in Hong Kong and the Mainland.
Holding a Masters Degree from London and being a
qualified lawyer, Wu is now the Regional Managing
Director of the Valuation Advisory Services practice
for Greater China at Duff & Phelps.
Duff & Phelps, a premier global valuation and corporate finance advisor with expertise in fields such as
dispute and legal management consulting, joined the
Chamber family back in 1998, having been attracted
by the Chamber’s long history and its diverse and
international membership.
“The Chamber represents the core values and traditional strengths of Hong Kong, while also possess-

ing the ability for international outreach. The General
Committee of the Chamber consists of upstanding
individuals in the business community and its representation and reputation is clearly reflected among
the members,” Wu said.
Meanwhile, informal luncheons hosted at the
Chamber are always Wu’s favorite events because he
is always able to pick up excellent market insights and
business contacts.
“Topical issues addressed by powerful speakers are
frequently featured in the Chamber’s programme.
Through active participation in the Chamber’s events,
we can keep abreast of the most up-to-date business information in town. This also facilitates Duff &
Phelps’ business planning,” Wu added. With inspiration from the Chamber, Duff & Phelps has kept on
expanding around the world, having acquired Kinetic
Partners and American Appraisal in 2015.

R

obert Ip rose to become the company’s first
Chinese managing director in March 2016,
leading over 600 employees in Hong Kong, having joined Konica Minolta all the way back in 1990
and accumulating extensive management experience. Before that, after having tackled the financial crisis successfully in 2008, he was appointed
Director of Marketing, Sales and Technical Service
in 2012. Since then, Ip has been responsible for
formulating strategies for company and business
transformation.
Konica Minolta joined the Chamber in 2005. In
addition to their digital color solutions and digital
document system, they are dedicated to providing
innovative business solutions including IT, and
business process outsourcing services to cater for
the ever-changing and diverse needs of enterprises
of all sizes.
The Chamber acts as a bridge for Konica
Minolta to know more about other industries
and people. The Chamber also provides excellent
opportunities for Konica Minolta to build up connections with business executives and traders.
“With a wide spectrum of local, Mainland Chinese and international members, the Chamber generates different kinds of information, ranging from
local and government policies and their impacts
to economic market trends to entrepreneur interviews. These broaden our business knowledge and
are insightful as well as inspiring,” Ip added.
“Crisis creates opportunities but we are
able to find a way out,” said Ip. During the
financial tsunami in 2008 and 2009, half
of the company’s salespersons left Konica
Minolta. Facing both external and internal
problems, Ip changed the company’s sales
strategy to cope with the needs of their
customers. It was an unqualified success as it led to a double-digit growth
in sales.

EXPO

Transforming the Herbal Tea Business

F

or thousands of years, Chinese have been drinking herbal tonics made from decocted medicinal
herbs. Five-flower tea, 24 herbs tea, and tortoise
herbal jelly are widely consumed for their health benefits. In the early days, herbal teas were sold at specialized herbal tea shops. As time passed by, this traditional
business has gone through lots of changes.
As the Chairman and Executive Director of Hung
Fung Tong Group Holdings Limited, Tse Po Tat is considered an innovative pioneer for transforming the very
traditional Chinese herbal tea shop into a modern wellness enterprise by establishing an automated production facility and updating the packaging of Chinese
herbal products.
“My key to success is to work hard and hold on to
what I believe. In the face of uncertainties, I try to be

flexible to cope with changes,” Tse told members at the
Chamber’s Entrepreneur Series luncheon on 19 August.
First taste of success
When Tse was young, he dreamed of running his
business. After completing his studies, he worked as a
technician in a telecommunications company for a few
years. Though he performed well, he felt that office
politics limited his job prospects. At the age of 26, he
decided to take over his father’s business as a supplier of
stainless steel kitchen appliances.
This move allowed him to get his first taste of entrepreneurial success. “I saw my father struggle to find a
way out for his business as he suffered from losses for
many years. I tried hard to get the business on track and
made a profit in just one year,” Tse said.

The herbal journey begins
The journey to transform the herbal tea industry
began when Tse met Hung Fook Tong’s Founder Wong
Ching Fat in 1986. “Hung Fook Tung was my client and
that provided the chance for me to get a glimpse into the
herbal tea business. I started to see the market potential
and thought seriously of initiating a partnership with
Wong. At first, Wong was not interested in my proposal
because I didn’t have much knowledge about the industry. To prove that I had the determination to develop the
business, I learned to prepare tortoise jelly and improved
the recipe,” Tse said. Finally, he convinced Wong and
they became partners in developing the brand.
Heritage and innovation
While preserving the heritage of the long established
brand, Tse made several bold steps to transform the
company during the past three decades. The company
not only expanded its production capabilities, but also
diversified its product line to meet the needs of healthconscious consumers.
“Soon after I joined Hung Fook Tong, I decided to
establish a production facility, which was then opened
in 1988 – the first of its kind in the herbal industry. After
upgrading our production facilities, we later launched
glass bottled herbal drinks, which was the first time
herbal tea products were mass produced in such port-

publicly-listed local herbal tea enterprise in Hong Kong
in 2014,” Tse added.
In 2014, Hung Fook Tong’s production plant was
expanded and relocated to Tai Po for the production
of long shelf-life drinks and fresh products including
soups, tortoise/herbal jelly and dessert.
Two-channel sales model
Following the “3H” concept of health, herbal and
home, Hung Fook Tung has modernized its image
under Tse’s leadership. Currently, it has more than 130
retail outlets in Hong Kong and Mainland China. “We
open shops where there are high customer flows. That’s
why many of our outlets in Hong Kong are located in
MTR stations,” he said.
While the company’s products are principally sold at
its retail shops and online shop, the company has also
developed a strong distribution network with supermarkets and convenience stores.
“The two-channel sales model has proven to be effective. We have maintained our No.1 position in the Wellness Drink Category in Hong Kong for 13 consecutive
years, capturing a 37.5% market share,” he added.
Having built a strong brand, Tse has now set his
sights on expanding Hung Fook Tong regionally. Outside of Mainland China and Hong Kong, he will seek
to enter new markets like South Korea and Thailand.

My key to success is to work hard and
hold on to what I believe. In the face
of uncertainties, I try to be flexible to
cope with changes.

able packaging in Hong Kong. To further improve the
portability of our products, we introduced plastic bottled drinks in 2000,” he explained.
To embrace young and health-conscious customers, the company has also diversified its products from
Chinese herbal drinks to Chinese soup and homemade
food series.
“Our products are made with natural ingredients
without the addition of any artificial preservatives, artificial colouring or MSG. With a focus on product quality and food safety, Hung Fook Tong became the first

I

n a world where the economy is becoming more globalized, entrepreneurs and professionals are increasingly traveling around the world to explore business
opportunities, attend events and training. Between
booking, preparing an itinerary and setting up appointments, business trips require good planning in advance.
Consider the following tips to make your business trips
more productive and enjoyable.
Prepare travel itinerary
A well-planned itinerary enables you to make the
best possible use of time abroad. The itinerary should
contain details of the transportation, flight information, hotels, business meetings, addresses and contact
numbers for each reservation and appointment. Share a
copy of your travel itinerary with your family and coworkers so that they know your schedule.
Booking tips
Book your trips early if you know your plans and
itinerary well in advance. You can usually get better deals

by purchasing your ticket earlier and avoid the problem
of flights being fully booked. Purchase refundable travel
tickets whenever possible, as business arrangements and
travel specifics can often change unexpectedly.
Use a packing list and pack efficiently
Make a checklist of the items that you’ll need for
travel including the essentials like clothing, toiletries,
chargers and important documents.
Before you pack, check the weather of your destination and your itinerary to see what you need. Try to
pack light and keep a bag packed with all the important
stuff like your travel documents, air or train tickets,
maps, work documents and prescribed medicines to
make sure they are easily accessible when needed.
Read your company’s travel policy
Most companies set out travel policies outlining every procedure from booking to reimbursement for employees to follow. Read the company policy carefully
and make note of the key points. Is approval required

quate, get a copy of the insurance policy and make sure
it contains all the standard benefits such as emergency
medical treatment, business travel accident insurance,
business equipment coverage and baggage coverage.
Learn the local culture
Each culture has its own etiquette rules and many of
these are unwritten. Business dinner etiquette, dress etiquette, gift-giving etiquette and tipping etiquette vary
greatly among countries and different cultures. Knowing how to behave in a variety of business situations
will help build productive business relationships.
Learning a little bit of the language of the place you
visit would be helpful. This includes basic greetings
and phrases to ask for general assistance, price information, directions, and locations of restaurants and
transportation.

before booking a trip? Are there maximum spending
guidelines? When are you required to submit an expense report?
Keep track of business expenses
Employees are usually required to keep track of their
receipts while on a business trip, and then report the
expenses after the trip. It is wise to get organized and
keep all your receipts throughout your business trip in
a folder.
Record all your expenses at the end of each day and
try not to mix business and personal expenses as this
can cause confusion. If possible, complete your expenses form at the airport or on your way home while the
trip is still fresh in your mind.
Make sure you have adequate travel insurance
Your company should insure you while you are on a
business trip. However, do not assume the cover is ade-

Tips for beating jet lag
Jet lag can occur when you travel quickly across two
or more time zones. As our body clock is disrupted, jet
lag can disturb our sleep at night and make us feel
drowsy during the day. Here are some simple ways to
lessen the jet lag effect:
 Get a really good night’s sleep for the two nights before you leave.
 When boarding the plane, set your watch to the time
of your destination to get yourself psychologically
aligned.
 Try to sleep well on your overnight flight. Turn off
electronic devices one hour before your desired plane
nap time because exposure to the blue-spectrum
light they emit can delay sleep.
 Even if you are tired after a long flight, stay active
until the correct time to sleep at your destination will
help your body adjust quicker.
 Spend time outdoors because natural daylight will
help your body adjust to a new routine.

Freshness Across the Seas
Fishful Season sources sustainable seafood from around
the globe to promote ocean eco-friendly awareness, reports
the Chamber’s staff writer Elaine Chan

T

he growing awareness of protecting our limited
resources means eco-friendly dining is gradually
becoming more popular. Coming from a fishing family, the owner of Fishful Season is keen on ocean sustainability
and hopes to spread this concept to seafood lovers by practicing what he preaches.
The restaurant uses certified sustainable seafood from the
U.S. and Europe, which are farmed and caught using sustainable methods.
Meanwhile, diners can watch how the seafood is prepared
in the restaurant’s open kitchen. The intimate atmosphere,
together with the Italian cooking style, creates a homely feel
for the small restaurant.

The New China Transfer Pricing (TP)
Documentation Requirement

O

n 13 July 2016, the State Administration of Taxation (SAT) in China released an Announcement on the Enhancement of the Reporting of
Related Party Transactions and Administration of Contemporaneous Documentation (Announcement 42).
Announcement 42 replaces the current relevant regulations as prescribed under SAT Circular on Implementation Measures for Special Tax Adjustments (Trial Implementation), Guoshuifa [2009] No. 2 (Circular 2), and
regulates the documentation and filing of TP matters in
China. Announcement 42 integrates, into Chinese tax
regulations, the OECD/G20 BEPS Action 13 Report recommendations on TP documentation.
Under Announcement 42, taxpayers in China will be
obliged to prepare and submit the relevant documentation and filings (such as Master File, Local File, Coun-

Taxpayers are urged to take this
opportunity to examine and revise
appropriately their existing TP approach to
manage TP detection and technical risks.

try by Country Reporting (CBCR), etc.) according to its
specific business, group and related party transaction
profiles.
Announcement 42 significantly strengthens the
information disclosure requirement for taxpayers in
China. The new requirement not only puts an additional compliance burden on taxpayers but it also allows
tax authorities to have access to confidential information of multinational enterprise (MNE) groups regarding their internal operation and pricing policies. It is
expected that traditional internal tax structuring and
risk mitigating concepts would be subject to challenges
in view of the vast availability of taxpayer information.

New related party transaction forms (New Forms)
The New Forms expanded the previous “Nine
Forms” to 22 forms, which is applicable to all taxpayers
in China. The release of New Forms is to keep pace with
the strengthening of overseas related party disclosure
requirements and increasing transparency, within China
and globally. CBCR as part of the New Forms is applicable to large MNE groups only.
CBCR
With the CBCR in place, tax authorities are now able
to have a global overview of MNEs’ economic activities
and perform quick analysis on the impact of TP arrangements on the taxable profits of MNEs throughout their
global footprints. For example, information on:
		Tax jurisdictions: whether an MNE has operations in
tax havens or low tax rate jurisdictions;
		Revenues from related and unrelated parties: whether
revenues are influenced by TP policies;
		Profit (or loss) before income tax: overview of the
profit/loss positions of an MNE group by jurisdiction;
		Income tax accrued and taxes paid: overview of tax
liabilities of an MNE group by jurisdiction; and
		Stated capital, tangible assets and number of employees: overview of the scale of an MNE’s operations and
substance.
The information above allows tax authorities to
obtain an overview of the group’s operations in each
tax jurisdiction, including the functions, returns, and
potentially relevant tax positions of the entities in the
value chain. Since the CBCR does not provide detailed
functional and risk analysis on particular related party
transactions but only basic financial/tax numbers, it
is likely to attract the attention of tax authorities and
raise questions about unexplainable patterns. As CBCR
makes MNE groups’ overall commercial and tax structure transparent, it is expected that more TP investigations will be conducted as a result.
Local File
Announcement 42 sets out Local File content which
generally follows the structure of Circular 2, with an
explanation of additional content, namely value chain
analysis. The value chain analysis requires significant
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disclosure of information on a MNE’s value chain relevant to the Chinese taxpayer. Taxpayers must provide
financial statements for each entity within the MNE
value chain, an overview of the attribution of MNE
global profits to the different jurisdictions within the
value chain, and profit attribution arising from location
specific advantages. The inclusion of such analyses in
the Local File demonstrates that the SAT is determined
to ensure that Chinese taxpayers are allocated their “fair”
share of MNE global value chain profits. Moreover, it is
a significant step that opens the door for profit split to
be used as the appropriate TP methodology in assessing
reasonable profit levels in the future.
Master File
The Master File requirements, which include an
organisational chart, description of the MNE’s business,
intangibles, intercompany financial activities and financial and tax positions, are generally in line with the BEPS
proposals. Announcement 42 includes a few additional
requirements, such as the functions, risks, assets and

employees of the principal R&D company. In addition,
China’s tax authority can compel Chinese taxpayers to
submit a Master File if their group has a Master File.
Special File
The Special File includes documentation on costsharing arrangements (CSA) and thinly capitalised
companies. Announcement 42 requirements for CSA
are consistent with what would reasonably be expected
under the OECD framework, while documentation
requirements for thinly capitalised companies remain
largely the same as Circular 2.
In light of the introduction of the three-tier TP documentation and a more complex set of related party
transaction disclosure forms, taxpayers will need to take
proactive steps in managing their TP affairs going forward to survive a more stringent TP environment with
increasing transparency requirement. Taxpayers are
urged to take this opportunity to examine and revise
appropriately their existing TP approach to manage TP
detection and technical risks.
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The full company name in both English and Chinese i.e. “The Hong Kong and China Gas Company Limited” and “香港中華煤氣有限公司”
should be stated some where in the publications.

Difficulties in Banks’ Account Opening

Asia & Africa Committee
Japanese Consul General Kuninori Matsuda hosted a lunch at his
residence on the Peak on 15 August for Chamber CEO Shirley Yuen and
Director for PR and Events Malcolm Ainsworth to thank the Chamber
for its past support and to discuss new areas of cooperation. Ryoichi
Ito, Director General, JETRO Hong Kong, and Naoki Takagi, Japanese
Consul, Chief, Economic Section, were also at the lunch. One upcoming
area of cooperation will be the Japan Autumn Festival in Hong Kong
which will take place in October and November.

Ryoichi Ito, Director General, JETRO Hong Kong, held a lunch on
16 August for Chamber CEO Shirley Yuen and Director for PR and Events
Malcolm Ainsworth to thank the Chamber for its support over the years.
At the lunch, we met Yutaka Hashimoto, who will be taking up the reins
as Deputy Director General of JETRO Hong Kong from Shigeyuki Uchiba
(pictured), who left Hong Kong on 23 August. We wish
Uchiba San all the best in his new role in Tokyo.

Exchanging Clinks
and Ideas

Dr Florence Eid-Oakden, CEO
of Arabia Monitor, and analyst
Gordon Wong, visited the
Chamber on 29 August. They
were greeted by Andrew Wells,
Chairman of the Asia & Africa
Committee, and committee
members. Dr Eid-Oakden gave
an overview of Middle East
nations’ trade with Mainland
China and the potential for
Hong Kong to play a role in the
Middle East’s development by
facilitating Islamic finance. Both
sides also discussed future
potential cooperation between
the Chamber and Arabia Monitor.

Digital, Information & Telecommunications Committee
Watson Chan, Chamber Deputy CEO (Policy &
Business Development), met with Rachel Hui,
Chief Inspector of Police (Cyber Security) and
Dicky Wong, Detective Inspector of Police, the
Hong Kong Police Force, on 27 July to discuss
the Chamber’s sponsorship of and participation
in the first Cyber Security Professionals Awards
cum Presentation Ceremony to be held on
6 January 2017.

Economic Policy Committee

Shirley Yuen, Chamber CEO, met
with representatives from Standard
Chartered Bank on 8 August to discuss
difficulties in opening and maintaining
bank accounts. She was accompanied
by Watson Chan, Deputy CEO, and
Simon Ngan, Assistant Policy Director.

Chamber Chairman Stephen Ng hosted a luncheon on 26 August for
some of the Chamber’s Committee Chairmen to share the work and views
of their respective committees.

Environment & Sustainability Committee

Arthur Li, Chairman of the
Council for Sustainable
Development, spoke
at the Chamber on 31
August and exchanged
views with members
on the Council’s public
engagement exercise on
“Promotion of Sustainable
Consumption of Biological
Resources.”

Industry & Technology
Committee
Chairman of the Industry & Technology
Committee Emil Yu attended the
International Conference on “Industry
4.0” cum Smart Seminars organized by
the Hong Kong Productivity Council on
26 July. The event aimed to stimulate
discussion on a smart future through
case studies presented by international
speakers.

The Chamber’s old friend
Simon Galpin dropped by
our office on 29 August in
his new role as Managing
Director, Bahrain Economic
Development Board, to
discuss how we can help
our members learn more
about business, tourism and
investment opportunities in
the kingdom. Chamber CEO
Shirley Yuen and Director
for PR and Events Malcolm
Ainsworth welcomed
Galpin and his colleague
Cheryl Wilson.

Europe Committee

Making Sense of Brexit
Jo Hawley, Director, U.K. Trade & Investment, British Consulate-General in
Hong Kong, and Tom Wan, Research Director of European Politics at the
Global Studies Institute in Hong Kong, spoke to a full house on 17 August
about the trade and business implications of Brexit, and the way forward
in the post-referendum environment.

Chamber CEO Shirley Yuen met
with Franz Rossler, Regional
Austrian Trade Commissioner for
Hong Kong, Macao and South
China, and his predecessor
Christian H. Schierer to discuss
potential opportunities in
Austria, future collaboration and
upcoming Austrian events in
town. The Chamber sincerely
thanks Schierer for his unfailing
support of the Chamber and
would like to express our best
wishes to him.

Making Sense of

Brexit

A

fter the Leave Campaign
won the U.K.’s EU referendum with 52% of the vote
for, the Brexit decision caused significant short-term market turmoil
in the U.K. and around the world.
Even two months later, many people are still unsure about what will
happen and are nervously keeping
an eye on post-Brexit political and
economic developments.
Jo Hawley, Director, Department
for International Trade in Hong
KongU.K. Trade & Investment,
British Consulate-General in Hong
Kong, is rather positive about the
business environment in the U.K.
For the moment, the U.K. Prime
Minister Theresa May is not under
much pressure to trigger Article 50
to leave the EU. However, changes
are inevitably happening, such as
compliance with Brussels and free
trade agreements.
“The U.K. has prepared for the
potential impact to businesses by
setting up two new Government
ministries including the Department for International Trade,
headed by Liam Fox, and the
Department for Exiting the European Union led by David Davis, to
oversee the Brexit negotiations. The
Department for International Trade
will continue to cover trade investment promotion and will also take
on responsibility for future free
trade agreements,” said Hawley
at a Chamber Brexit roundtable
on 17 August.

“Brexit presents new opportunities,” said Hawley. The devaluation
of the sterling is favourable to investors and tourists, with investors from
Asia taking a more entrepreneurial
approach in setting up businesses in
the U.K., according to Hawley.
She pointed out that Hong Kong
companies have made significant
investments in the U.K. while Hong
Kong serves as a super connector to
and from Mainland China. Hong
Kong helps facilitate over 60% of
Chinese capital outflow with a lot
of this going to the U.K., which gets
more Chinese direct investment
than other member states of the
EU. This investment has grown by
58% annually in the past 10 years.
The U.K.’s trading relationship
with Mainland China is also important. Mainland China is the U.K.’s
fourth-largest export market and

the export value accounts for over
80 billion pounds a year.
As such, while the EU does not
have a free trade agreement with
Mainland China or Hong Kong
when the U.K. exits the EU framework, it may be able to negotiate
free trade agreements, according to
Hawley.

Brexit presents
new opportunities.
– Jo Hawley

Tom Wan, Research Director of
the European Politics at the Global
Studies Institute in Hong Kong,
believes that volatility will persist
until the actual exit and even long
after.
“The U.K. Government has
a lot to do to maintain its affluence after the self-inflicted Brexit
wound. Hong Kong has a chance
to gain from Brexit,” said Wan.
Politically, the referendum by
itself has no legal implication and
is not legally binding. The result
has immense political implication
but Article 50 of the Treaty of Lisbon must be triggered before the
actual exit, and there has not yet
been any indication or timeline of
when it will be triggered. Yet Wan
believed that the trigger will not
be put off for long as it will bring
about further uncertainty.
“Short-term economic shocks
are being mostly absorbed, but the
long-term economic and social

impact of Brexit needs to be reconciled,” said Wan. For instance, the
Leave Campaign promises more
money for the NHS and tightening of immigration needs to be
addressed by the current Tory government. The country must also
prepare to negotiate new trade
deals with WTO members, the EU,
Turkey, Switzerland, as well as other
current FTA partners.
Regarding professional adjustments, Wan said that service passporting, in which foreign firms that
are present in the U.K. can also carry
on activities in other EU countries,
is still in the air which may significantly subdue the U.K.’s service sector. Furthermore, following the disturbing rise in hate crimes reported
immediately after the Brexit vote,
some international workers have
become disillusioned about the U.K.
As such, the psychological and social
impact of Brexit is difficult to be
quantified.

Wan added that “The EU is more
than a trade organization and
it’s never been just an economic
union. It has always been and will
always be a political project aiming to integrate Europe further bit
by bit.”
Wan believed that after leaving the EU, the U.K. will not just
lose the power to influence policymaking in the EU, but it would also
encounter difficulties in accessing
the single EU market, losing the
power to influence policy-making
in the EU Bloc, and possibly run
into constitutional disagreement
dealing with a strongly pro-EU
Scotland. Meanwhile, although the
U.K. will be able to be free from the
rigorous regulations of the European Union and in theory become
a more liberalized economy, the
U.K. may still be affected negatively
by the regulation drifts in the EU,
as a major portion of its exports
still goes to the EU.

– Tom Wan

Serving HKGCC for
Almost Four Decades
The Chamber’s Assistant Director for Business
Policy Charlotte Chow hangs up her hat for a
well-earned retirement

O

ne of HKGCC’s longest serving directors
retired at the end of last month, after working
for the Chamber for 37 years.
“I started at the Chamber on 1 April when I was 22,
and if anyone had told me that I would work here until I
retired, I would have thought they were playing an April
Fool’s Day joke on me,” she said. “It is hard to contemplate how quickly the time has flown. I will really miss the
people and the fun in the Chamber office. ”
Charlotte joined the Chamber as the Supervisor for
the International Business Division and oversaw the
work of many of our committees over the years, as well
as the Hong Kong Franchise Association, and Hong
Kong Coalition of Service Industries.
“I have so many happy memories of working in various divisions of the Chamber, but the one thing that really
sticks in my mind is when I was lucky enough to work
under the late Dr WK Chan,” she said. “He was truly a great
man with incredible integrity, intelligence and passion for
helping Hong Kong and his colleagues. I feel privileged to
have had the opportunity to have worked with him.”
As a strong advocate of the importance of fellowship
among members, Charlotte regularly joined members’
social events and got to know many members very well.
She plans to spend her retirement doing voluntary work,
hiking and travelling.
We wish her good health and a happy retirement.

M

ore than 20 children from the TWGHs Jockey Club Tai Kok Tsui Integrated
Service Centre and Chamber staff enjoyed a cooking workshop as part of a
Chamber CSR programme at the newly renovated Towngas Cooking Centre on 11
August. The children, from different walks of life, and Chamber staff worked together to learn how to make Cantonese dim sum snacks like siu mai and steamed
cake. After the cooking lesson, Chamber staff and the children attended a talk on the
importance of respecting different cultural practices to raise awareness of cultural
inclusion. Each child also received a gift set that included a $50 book coupon, snacks
and a Chamber souvenir.

Business-School Partnership Programme

Business-School Partnership Programme

14 SEP

Mark Your Diary
Download our app
HKGCC Mobile

19 SEP
Online Payment Solution
for China Market

Meet The Ministers:
The Honourable Clement
Cheung Wan-ching

For further details and a
complete listing of all our
events, visit us online

2016 Chamber Events
SEPTEMBER

01

Workshop: Culture Building–Blessing or Pain?

SEP

Economic Policy Committee Meeting

02

2016 HKAI Preliminary Judging Panel Meeting

SEP

05
SEP

Seminar: From Quality Service to Sales
of High-Quality

SME Committee Meeting
HKCSI-Exe Committee Roundtable :

08
SEP

13
SEP

Entrepreneur Series Roundtable: Improve
Productivity of an Enterprise - How do Mobile
Apps Change the Way You do Business?
Workshop: HR Roles in the New Century
Training: Powerful People Skills for Greater
Business Results

14
SEP

China Committee, Digital, Information &
Telecommunications Committee and SME
Committee Jointly Present : Online Payment
Solution for China Market

How Can APEC’s STAR Database Help to Enter
New Overseas Markets?

Workshop: Tips for Inventory Management

06
SEP

Enhancement
Training: How to Handle Work Injury Cases?
Real Estate & Infrastructure Committee Meeting
China Transfer Pricing Roundtable: New
Announcement 42 on the Enhancement of the
Reporting of Related Party Transactions and
Administration of Contemporaneous Documentation

0709
SEP

07
SEP

Explore Xiamen: 2016 China International Fair
for Investment & Trade

Workshop: Negotiations: Collaboration to Win

19
SEP

Town Hall Forum Series - Meet The Ministers:
The Honourable Clement Cheung Wan-ching

20

Visit to Hong Kong Internet of Things Centre

22

DIT Roundtable: Blockchain and its Applications

SEP

SEP

of Excellence

Seminar: Effective Credit Analysis & Debt Control
Along the Belt & Road

Environment Roundtable on Shared Value:
Creating New Competitive Advantage

Good Citizen Award Presentation Ceremony

27 SEP

28 SEP

Country Briefing
Roundtable: Myanmar

24 OCT

20 OCT

The New Era of Talent
Acquisition

Women Summit 2016
“Leaders in the Spotlight”

Meet the ExCo - The Hon
Bernard Charnwut Chan

SEPTEMBER

23
SEP

Shipping & Transport Committee Meeting
Roundtable luncheon with Pansy Ho:

29
SEP

Investment Committee Meeting
Taxation Committee Meeting

Tourism Industries — How to overcome
Membership Committee Meeting

upcoming challenges
Environment & Sustainability Committee Meeting
Young Executives Club Presents:
Sunset Harbour Cruise

26
SEP

27
SEP

and the Outlook for Asset Prices

WEC Event: Women at Work: Finding the Right
Balance in Being “Too Nice” and Being “Too Bossy”

Country Briefing Roundtable: Myanmar
YEC: Cartier’s Drive Launch Event

SEP

SEP

SME Committee Presents: Visit cum Lunch
at Cape Collinson Correctional Institution

REI Roundtable: Global Secular Stagnation

Asia & Africa Committee Meeting

28

30

Workshop: Media Handling Skills
Seminar: HR/Recruitment Strategy Talk: The New
Era of Talent Acquisition
Visit to Carlsberg Warehouse

Switch to Online Registration
and Save $60
Starting 1 October 2016, all on-line registrations
for events made via our website or app will enjoy a
$30 discount per attendee per event. All off-line
registrations (including but not limited to fax,
e-mail, post, etc.) for Chamber events will be
charged a handling fee of $30 per attendee per
event. Avoid paying the handling fee and save $60
by booking online with our app or website using
your Chamber account. If you
have yet not set it up, create an
online account by following the
QR code, or install our app.
Search for HKGCC at Apple or
Google’s app stores.
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