HKGCC: The V o i c e o f B u s i n es s in Hong Kong

March 2017

Hong Kong’s Budget
to Play Catch Up

I

n his debut Budget, the Financial Secretary has given a little of everything to
everybody. To his credit, Paul Chan has lived up to his objective of directing
public monies towards society’s needy, the middle class, and investment for
“building a better Hong Kong.”
Some people have labelled his Budget as a mere re-tread of previous policies.
However, the Chamber is especially appreciative of the forward-looking initiatives
the Financial Secretary has committed the Government into undertaking. One
of them is the establishment of a tax policy unit to look into Hong Kong’s tax
competitiveness. This is a major and positive development, and long overdue.
The Chamber first put forward this proposal in 2012 to the incumbent Chief
Executive as he was about to assume office.
Also noteworthy are the proposals to extend profits tax exemption to onshore
privately-offered open-ended funds, and tax concessions for aircraft financing,
which are all welcomed. However, we would like to see a more broad-brush
approach to fiscal planning in terms of policies that benefit the entire business
community. For example, we have been asking for a two-tier profits tax to
help start-ups and small businesses, as well as an R&D tax rebate to drive the
innovation and technology sectors, which the Government has hailed as new
engines of growth in the coming years. Hopefully, these will be given the proper
attention and priority by the tax policy unit.
There are other proposals in the Budget that are commendable from the
Chamber’s perspective. These include the support to start-ups, particularly those
in FinTech, extension of two SME funds, and increased spending on capital works
to the tune of $86.7 billion, among others. But whether there is enough talent to
support an expansionary drive remains a concern when there is already a chronic
shortage in the construction, healthcare, and retail & hospitality sectors, not to
mention ICT businesses.
It is perhaps instructive to note that Singapore’s approach to its Budget, which
was unveiled two days before ours, has a lot in common with Hong Kong’s in
such areas as one-off tax relief, infrastructure investment, and the promotion of
digital capabilities in SMEs.
At the same time, it is a jarring reminder that Singapore has a leg up on us
with respect to such activities as aircraft leasing and R&D, which already enjoy
tax concessions in the city state. Furthermore, the Singaporean Budget also seeks
to introduce or extend a host of other tax incentives programmes and schemes
to help business, including, among others, an International Partnership Fund to
help Singapore-based firms to scale up and undergo internationalization.
Hong Kong has much work to do to catch up. But the Financial Secretary is to
be applauded for having taken the first step to look at these issues and it remains
to be seen if that could be followed through by the next Government.
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Get Prepared for
Unexpected Risks

U

nited States President Donald Trump has been busy announcing new
policies ever since he assumed office. His call to ban Muslims from certain
countries entering the U.S. caused a huge uproar and set off a wave of legal
proceedings. His “buy American and hire American” economic agenda has also
added to the uncertainty facing the global political and economic landscape.
If the U.S. imposes trade protectionist measures, such as significantly raising
tariffs, cutting the corporate tax rate to encourage a flow of overseas profits back
to the U.S., or withdrawing from the Trans-Pacific Partnership agreement, there
may be a reversal of capital flows. This will heighten the volatility in financial
markets and cause a grave impact on the world economy.
As one of our major trading partners, the impact of U.S. policies on Hong
Kong cannot be ignored. As the details and timetable for carrying out these new
policies are unknown, it is difficult to assess their specific impact on Hong Kong.
Nevertheless, given the uncertainties in the macro-economic environment, the
Government, businesses and individual investors should size up the situation,
manage their risks and become fully prepared to respond to any change arising
from new policies of the U.S.
Given the increasingly severe challenges in the global economic environment,
the Government should focus on enhancing Hong Kong’s competitiveness. It
should seize opportunities arising from the national 13th Five-Year Plan and the
Belt and Road, step up its efforts to promote Hong Kong as a financing centre for
enterprises in Asia, strengthen economic and trade relationships between Hong
Kong and countries along the Belt and Road, and put in place concrete measures
to drive economic growth.
Asia will require substantial funds for infrastructural investment in the
foreseeable future. However, existing multilateral development banks cannot
satisfy the huge capital requirements. I hope Hong Kong will join the Asian
Infrastructure Investment Bank (AIIB) as soon as possible. We should proactively
seek to open an AIIB office in Hong Kong and enhance the related profits tax
concession mechanism to attract more investors to set up corporate treasury
centres in Hong Kong.
The Government should also introduce a two-tiered profits tax system, group loss
relief and loss carry-back arrangements in, as well as offer more tax concessions
and subsidies to support SMEs and start-ups. These measures will help create job
opportunities and generate more incomes, thereby improving people’s livelihoods
and fostering our economic developments.

Tax Policy Unit:
Its Role, Membership
and Mandate

I

n his first and probably only Budget as Financial Secretary, Paul Chan,
proposed setting up a tax policy unit under the Financial Services and
Treasury Bureau to examine the competitiveness of Hong Kong’s tax regime
and the issue of a narrow tax base.
The Chamber has been lobbying for a tax policy unit since we first put
forward the idea to the incumbent Chief Executive when he assumed office
in 2012. We are therefore gratified by the Financial Secretary’s announcement
that the Government has finally decided to act on the idea. For the Chamber,
a unit makes a lot of sense given the changes within and outside of Hong Kong,
all of which have a bearing on our ability to compete over the longer term.
In addition to considering the impact arising from the need to align with
international obligations, the unit should also study practices employed by
our competitors in terms of leveraging tax policies to attract businesses.
Although we can justifiably take pride in our low and simple tax regime, it is
however regrettably becoming less and less competitive. This is most evident
in the area of innovation and technology, which despite efforts to stimulate
interest and investment, remains in a state of infancy compared to places
such as Shenzhen and Singapore. Obviously, there are other factors at play,
but the fact that favourable taxation policies are helping our neighbours woo
investors cannot be ignored.
There is also a pressing need to modernize the tax code, which was last
subject to a comprehensive review in 1976. As such, a core priority on
the unit’s agenda is to conduct a root-and-branch reform of the Inland
Revenue Ordinance. Issues that should be part and parcel of this review
include the introduction of a two-tiered taxation system for profits tax, and
concessions to support and grow research and development activities. Other
matters that could be taken on by the unit include a rethink of Section 39E,
implementation of group tax relief and carry back, and ways to sustain
government revenue.
There is no doubt that within the Government, there are qualified officials
with the seniority, technical capability and practical experience to staff the
unit. On the other hand, the unit would be more effective and stand to
benefit immensely from a more diverse membership. In this regard, we feel
that qualified individuals from business and academia should be recruited
into the unit so that it can more effectively fulfill its mission of monitoring
and improving Hong Kong’s tax competitiveness.

FinTech in Asia may be a few
years behind the West, but it is
catching up fast, driven by huge
demographics, an openness to
technology and young startups

A

sia is now the leading region in the world for
FinTech, as measured by investment. Globally, VC-backed FinTech funding fell 13% to
$12.7 billion while deals were down 1% to 836
in 2016. In contrast, Asia is the only part of the world
where FinTech investment is actually increasing.
Last year, the top 10 Asia-based FinTech deals were
worth in aggregate around $4 billion. In 2016, Asia
mega-round deals (worth over $50 million) were dominated by Chinese firms. Ant Financial raised $4.5 billion
in private placement, Lufax.com raised $1.2 billion in
Series B funding, while JD Finance raised $1 billion in
a venture round.
There are different ways to analyze the above numbers. On the justification side, Asia is the most populated
part of the world with the most discrepancy regarding
wealth distribution and the fastest growth of the middle class. But from another perspective, Asia is a market
of unmet demand where there is room for incumbents
and new players to target some of the next 1.2 billion
digital banking customers. However, while impressive, it
is important to see who is raising the money. The Ant
Financials, Lufax or JD of the world are by no means
young companies. They have been building on over ten
years of pre-existing traction and user bases to develop
a new FinTech layer.
Let’s look at their business model.
 Baidu connects people with information
 Alibaba connects people with products
 Tencent connects people with people.
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Innovate and Collaborate in FinTech

“T

he use of biometrics technology, artificial intelligence and big
data in FinTech has enabled banks to personalize customer
services and improve efficiency. With FinTech, we can also expand
service channels, making financial services available anytime and
anywhere in a secured way,” said Tan Jiming, Deputy General
Manager, E-Finance Centre, Bank of China (Hong Kong).
To capture FinTech opportunities, Tan thinks that banks need
all-rounded talent who understand the finance industry and embrace
innovation. To this end, Bank of China has established an E-finance
Centre and Innovation Lab to nurture an innovative culture.
The bank actively explores FinTech applications to upgrade its
services. “We launched blockchain technology for property valuation to
speed up the valuation and loan approval processes. We also
introduced the finger vein authentication service that gives customers
a faster and more secure way to authorize transactions in addition to
using their signatures,” he said.
“To facilitate the growth of FinTech, financial institutions, tech
companies and regulators should work together. That’s why we play
an active role in FinTech partnerships by joining hands with Hong
Kong Applied Science and Technology Research Institute to establish
the BOCHK-ASTRI FinTech Collaboration Centre,” he said.

On the Right Track

“A

s a financial services hub on the doorstep of Mainland China,
Hong Kong is among the best places in the world to set up a
business in the FinTech sector,” said Alex Ypsilanti, the CEO and
co-founder of Quantifeed, which provides digital wealth
management solutions to financial institutions.
However, he does see a few challenges facing the industry right
now, including hiring talent. “We are growing quickly and it’s
sometimes difficult to hire people with the right technical skill set,”
he said.
“Top-level candidates increasingly perceive FinTech start-ups as
appealing employers. However, there remains cultural pressure in
Hong Kong to favour well-known financial institutions. Hong Kong
can do more to nurture creative, innovative and technically-savvy
talent or ease access from overseas,” added Ypsilanti.
Regarding the regulators, Ypsilanti thinks they are on the right
track. “The authorities take FinTech very seriously and have
undertaken various measures to ensure the industry flourishes. Their
recent initiatives demonstrate this, for example, the HKMA
established a sandbox for financial technology innovation in the
banking sector. Regulators are looking for an open dialogue with the
FinTech community. For example, we were invited to share our
technology at the SFC Regtech and FinTech Contact day last
November,” he said.
“However, we could benefit from further development of the
regulatory framework to reduce the grey-areas that FinTech often
find themselves in when their offerings overlap with traditional
institutional players.”

Each of these companies has hundreds of millions
of users, and for them, FinTech is just a commoditized
layer that is used to enhance their core product:
 Baidu can better sell information by letting you not
only search for your favorite restaurant but also handle the reservation of the table, the payment of the
meal and the taxi ride back home.
 Alibaba can better sell products by facilitating
express checkout via Alipay and can help increase the
number of products available by financing the SMEs
whose products it knows will sell well.
 Tencent can better connect people by splitting bills in
a restaurant via WeChat Wallet or reconnecting families millions of kilometers apart during Chinese New
Year simply by digitizing red envelopes.
Each of these FinTech layers within their products is
incredibly valuable and valuated, and this is what the
most recent numbers are reporting. Therefore we need
to distinguish that from the activity we see in Europe
and the U.S. Imagine if the GAFA (Google, Amazon,
Facebook, Apple) were to raise money to create a FinTech spin-off. Would they also raise over US$50 million
in the process? Most likely.
The good news is that while so far FinTech activity
has been biased and driven by large pre-existing tech
conglomerates, there is still space for smaller players to

Innovating in a Fast-Moving Industry

“F

inTech is enhancing and even disrupting
banking in numerous areas, but we are striving
to be a digital bank with a human touch,” said Paul
Wan, Chief Information Officer of Standard Chartered
Bank Hong Kong.
Standard Chartered is studying the application of
distributed ledger technology (DLT) in areas such as
trade finance, remittance, digital ID and mortgage.
“We see a huge potential in leveraging DLT to
improve the trade finance ecosystem, because it
facilitates more direct transaction processing and
shortens settlement times by reducing the number of
intermediaries,” he explained.
But he stressed the bank’s key to innovating services
with FinTech is being digital, agile and lean. “It is never
easy to achieve this as we are a big organization in a
very fast-moving industry where banks are highly
regulated,” he said. “We need innovative talent with
financial and business knowledge who can collaborate
with FinTech companies to shape the future of banking.”

Making Banking Services Future Compatible

“F

inTech creates a digital ecosystem that various businesses
can take part in, to serve customers seamlessly. Though it
enables a wide range of new competitors to enter our markets,
we think it will bring about more opportunities than threats,"
said Angel Ng, Country Business Manager of Citibank.
She said 57% of Citibank's customers are digitally active and
they proactively seek FinTech solutions to innovate its services.
Therefore, it is important for banks to ride on the wave of digital
disruption.
"We have to be agile and future compatible to meet
customers' changing needs. For example, we have streamlined
the mobile banking experience by adding a feature in our app so
that customers can view their balances and recent transactions
on their smartphones without logging into their accounts every
time," she explained. "One of the pain points is that our
customers often forget their passwords when using the phone
banking service so they have to reset the passwords manually.
We created the Voice Biometrics Authentication solution for
CitiPhone Banking service so customers don't have to memorize
their passwords anymore," she added.
To embrace FinTech, she said it is important to train
employees to become future compatible, from mindset to skill
set. To nurture innovation, the bank tries to attract non-financial
talent to create a more diverse workforce.

benefit from the regional fragmentation at the regulatory,
infrastructure and behavioral level. FinTech in Asia arguably started five to seven years after the U.S. and Europe,
and therefore we are just at the very beginning of a
broader 10-year cycle for the industry. This is very healthy
provided that we can maintain the speed at which capital,
technology, and people are deployed. During this period
we will, as in all new industries, witness a concentration
of players and bankruptcies of start-ups.
This should be celebrated as second-time entrepreneurs are typically 10 times better than what they were
when they did their first venture. It is fair to assume
that across the region, at least two FinTech companies
go bust every week. By extension, this means that if we
accept a typical company size of five employees, there
are 10 talented, trained and smart people that can be
re-hired by companies with a better focus, traction and
business model. In practice, this means over 1,040 people that investors, start-ups, and banks should look out
for each year to keep pushing FinTech in Asia forward.
Asia can leapfrog the world regarding FinTech and
do so for the next decade ahead, but this is because Asia
is thoroughly reforming how financial markets operate
and interact in the first place. The latter point raises a
broader and more pressing question, what regulatory
framework is needed to spur the stable growth of a
booming industry.

Key Issues Need to Be Addressed

T

here are two key issues with the FinTech industry in
Hong Kong, according to Mikaal Abdulla, CEO of Hong
Kong-based 8 Securities.
“First, there is very little venture capital available to early
stage FinTech ventures in Hong Kong. The local market is
relatively small and there is less tolerance for risk than the
U.S and China. We managed to raise US$25 million but
mostly from the U.S and Europe. A young company in
Hong Kong may be able to raise seed capital from friends
and family but later stage capital is very limited. This trend
will not change until China becomes an integrated market.
Professional investors want to invest in companies that can
scale to millions of users and Hong Kong alone cannot
facilitate that,” he said.
“The second issue is that Hong Kong lacks the critical
coordination of government, higher education (engineering
and science), investors and start-ups. This is the formula
that makes Silicon Valley so successful,” added Abdulla,
who cofounded 8 Securities, an online investment trading

portal and robo-advisor for users.
He feels Hong Kong is lagging other global financial
centres, and believes there needs to be less talk and more
action.
“I think Hong Kong is drastically lagging other
international centers. London and Germany are good
examples of geographies that are taking real action. They
have start-ups in banking, lending, investments and
payments that are leaders in their respective markets,” he
said. “Hong Kong is not even close to developing that type
of momentum,” said Abdulla.
“In my six years in Hong Kong the government agencies
charged with promoting start-ups and FinTech have never
bothered to contact us for a conversation. If they were
serious, they would speak to start-ups to understand the
opportunities and challenges. We are one of only a few
licensed FinTech start-ups and I think the FinTech
authorities in Hong Kong could learn a lot from our
experience,” he said.

While defining the regulatory perimeter of the current eco-system is clearly a work in progress, once
can use some rules of thumb. Digitizing a process, or
streamlining it using technology is not a fundamental
change in business model justifying the creation of new
rules and regulation. At most, we ask for a proportionate
application so that the cost saved by using technology is
not offset by the regulatory burden.
What is new is what we see at the junction between
digital identity, data protection, and financial regulation. Practically the ownership of credit score means
that people should not only be able to get a loan but
even get a hotel room and benefit from an express
check-in without having to provide a deposit due to
their credit worthiness. However, this is a new application of credit scoring that goes outside of the financial
services industry. This example, which is happening in
Mainland China, is breaking the current siloed regulatory approach that is taken by most jurisdictions. If this
is not resolved, this will create an opportunity for regulatory arbitrage that ultimately will be detrimental.
This is the next regulatory frontier that needs to
be considered if Asia not only wants to lead regarding
nominal FinTech investment but also expand its standards beyond its region and provide a new regulatory
model for the 21st century to other parts of the world
such as Europe or the USA.

Meanwhile, on the consumer side, Abdulla sees
lack of innovation in large financial institutions as an
issue.
“The biggest challenge is consumers’ slow adoption.
There is a high degree of risk aversion that is simply
not an issue in Mainland China, the U.S. and most
developed European markets. The lack of adoption is
due to the lack of innovation at the large institutions.
As there is limited competitive pressure, the banks do
not have to adapt. The consumer cannot be educated
in new FinTech technologies until the incumbents
evolve,” he said.
Abdulla feels that there is a lot of potential for
FinTech in Hong Kong: “Hong Kong has a unique
opportunity it cannot squander. A friend said that we
have always talked about Hong Kong being the
gateway to Mainland China. He said FinTech is Hong
Kong’s opportunity to be the Chinese consumers’
gateway out of China.”

Some Improvements,
But Banking is Still An Issue

H

aving been in the FinTech industry in Hong Kong for
several years, Dave Chapman, the Managing Director of
Octagon Strategy and co-founder and Chief Operating Officer
of ANX International, believes several positive developments
have happened to support start-ups and the FinTech sector.
“When I co-founded my first start-up three and a half years
ago, there wasn’t a very strong ecosystem that supported
start-ups, let alone FinTech. However, there is now an immense
interest in FinTech and start-ups, including a significant increase
in the number of accelerator and incubator programs on offer
from the likes of investment banks, government bodies and
venture capitalists. Further improvements include the number
of co-working spaces, of which there were few. Today, we have
around 40-60 co-working spaces in Hong Kong alone. Over
50% of co-working spaces in Hong Kong are in prime areas,”
he said.
Chapman, whose firm Octagon Strategy is a private Hong
Kong-based firm specializing in commodity and digital asset
trading across international markets, also believes the
authorities have become more open and responsive with
dealing with start-ups.
“A noteworthy improvement is that the regulators, such as
the HKMA and SFC, are far more open to discussing regulatory
frameworks with start-ups. In 2016, we witnessed the
introduction of a regulatory sandbox intended to expedite
innovation,” he explained. “Whilst the sandbox was initially
only applicable to the traditional banks, which albeit is a little
frustrating, it’s improvement all the same. Having access to and
open dialogue with the regulators is appreciable to any
start-up.”
However one challenge which Chapman faces, and which is
probably true for many other FinTech start-ups in Hong Kong, is
that of opening a business bank account.
“It’s extremely difficult for a start-up to establish a bank
account in Hong Kong. It is not uncommon to have a bank
account application take four to six months to process, if not
actually denied immediately upon the application being
submitted. Furthermore, it’s equally not uncommon for the
bank account opening prerequisites to demand up to 12
months’ transaction history with high revenues, which is
impossible for a newly established start-up,” he said.
Chapman believes this is the one area that is dragging the
FinTech sector.
“It’s disappointing that Hong Kong, with all of its competitive
advantages such as low regulation, excellent collaboration,
professional support, and government investment is let down
by what is a core requirement of operating a business in Hong
Kong – a bank account,” he lamented.
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Deleveraging:
More Than a Slogan in 2017

T

he People’s Bank of China (PBoC) brought up the
reverse repo rates on 3 February, the first day after
the Lunar New Year holiday, confirming our longstanding view that the central bank would intervene to
prevent financial risk and an asset bubble from forming. As one of the earlier actions on the policy front,
the seven-day reverse repo rate was lifted from 2.25%
to 2.35%, while the 14-day and 28-day reverse repo
rates also increased by 10 bps to reach 2.50% and 2.65%
respectively. With growth stabilising and inflation rising,
there are emerging indications that policymakers would
be more active in slowing the pace of credit expansion.
Less emphasis on growth
Firstly, as the economy shows clearer signs of stabilisation, there is lower demand for monetary stimulus to
boost the economy.
With a favourable base effect, GDP growth accelerated moderately and recorded 6.8% YoY growth in the
4Q2016, compared to the 6.7% YoY growth in the first
three quarters. While the sustained double-digit growth
of the services industry pointed to a continued transformation toward a service-oriented economy, the notable pickup of the growth momentum of the secondary
industry – which provided some 220 million jobs –

eased earlier concerns about the traditional industries.
Moreover, as the real interest rate has moved deeper
into negative territory due to higher inflation (see Chart
2), it should further support growth in the near term by
strengthening consumption and investment intension.
Therefore, similar to what we have suggested in previous publications, policymakers are not incentivized to
further loosen the monetary stance.
Along the same line, policymakers, including President Xi, have indicated that pre-emptive measures
should be in place to prevent “bubble risk,” while lowlighting the importance of a floor of 6.5% GDP growth.
By highlighting their willingness to mitigate financial
risk and not to inflate asset bubbles, Chinese policymakers have signalled that financing costs would not be further suppressed to cushion growth.
Focus on the evolving economic structure
Looking ahead, we expect more focus to be laid on
pushing forward economic reform. Among the other
agenda items, efforts to push toward a service-oriented
economy and to dismantle overcapacity will likely
gather more traction.
Indeed, the importance of the services sector has
been on the rise and will be re-emphasized at the two
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sessions. As a share of GDP, the weighting of the services sector has risen to 51.6% in 2016 (see Chart 4), up
10 percentage points from a decade ago and on track
to reach 56% by the end of 2020 – a target set in the
13th Five Year Plan. Assuming that this trend will continue, employment in the sector will also rise – both in
absolute terms and as a share of total employment (42%
in 2015, the last data point available) – in line with the
government’s efforts to create new jobs.
In addition, the Central Government may orchestrate
far-reaching efforts to address the overcapacity issue in
industrial sectors. In a signed article in Bloomberg Business[1], Premier Li revealed that over 65 million tons
(mt) and 290 mt of excess capacity in steel production
and coal-mining had been shed in 2016, exceeding the
original targets of 45 mt and 250 mt. He further elaborated that the Mainland would eliminate 140 mt and
800 mt of steel and coal mining capacities over the next
three to five years. Separately, Xinhua reported that
authorities had ordered banks and other financial institutions to “adopt a differentiated lending approach to
companies in the country’s steel and coal industries.”[2]
As overcapacity is not limited to the aforementioned
sectors only, similar measures could also be applied to
some other sectors, including aluminium, non-ferrous
metal, automobiles, and new energy sectors.
Conclusion
With the continuation of credit eruption in January,
we will likely see more frequent tightening measures.

New increased aggregate financing soared to an all-time
high of RMB 3.74 trillion in January, surpassing the previous record of RMB 3.48 trillion from a year ago (see
Chart 3). Among the various components, bank lending was the major facilitator with bank loans representing RMB 2.31 trillion of the new lending facilities. The
lending boom was laid bare in this set of data, adding to
concerns for policymakers and observers.
As a whole, monetary environment is expected to be
increasingly less expansionary in the Mainland, as policymakers look to build up efforts to ease leverages. Some
tightening measures, such as announcing lower money
supply and loan growth targets, could be adopted. The
possibility of guidance recommending state-owned
banks to become more conservative in their lending
practices in order to halt the lending spree should not
be ruled out.
On the other hand, since bank lending remains
the key source of financing in the Chinese economy,
the bulk of controlling measures will be implemented
through the interbank lending market (e.g. short-term
lending facilities, medium-term lending facilities, etc.).
These measures will be aimed at containing non-traditional lending activities (e.g. wealth management products and certificates of deposits), and should not have a
comparable impact on the real economy like bringing
up lending rates and/or the required reserve ratio.

New Budget Doesn’t Disappoint

I

t is good to see that the Government is finally taking
measures to seriously examine Hong Kong’s competitiveness from a tax perspective, and also look at new
drivers of the economy, as presented by Financial Secretary Paul MP Chan in his Budget speech on 22 February. It is also positive that there is continued support for
SMEs, the backbone of our economy, to weather the very
gloomy global economy.
“HKGCC has been lobbying the Government to set up
a tax policy unit to examine the need to enhance our tax
competitiveness, so we are pleased that this is finally starting to happen, albeit a little disappointed that the issues to
be studied by the unit should be addressed immediately,
because we have some catching up to do compared to some
of our neighbours,” said HKGCC Chairman Stephen Ng.
“For example, we are asking the Government to examine as a matter of urgency our proposal for a two-tier
profits tax to help start-ups and small businesses, as well
as an R&D tax rebate. We are confident that these two
proposals would help drive the new innovation and technology sectors, which will be the engines of our economy
growth in the coming years,” added Ng.
The Financial Secretary’s $35.1 billion worth of tax cuts
and other short-term relief measures should help stimulate the economy. Moreover, the proposal to extend the
profits tax exemption to onshore privately-offered openended fund companies, and tax concessions for aircraft
financing are positive steps. “These are all useful but sector
specific. What we hope to see is more long-term planning
that can cater to businesses as a whole,” added Ng.
Cash flow and market access are keys to the survival
and success of SMEs, which is why HKGCC welcomes
the various one-off enhancements including the suspension of business registration fees and business fees for
tourism-related businesses. Salaries tax cuts are also welcome as this will help stimulate domestic consumption.
The extension of the application period for the Dedicated
Fund on Branding, Upgrading and Domestic Sales, and
special concessionary measures under the SME Financing
Guarantee Scheme will be useful. The establishment of
funding and subsidy schemes are also encouraging, but
the Chamber hopes the Government can also look into
increasing the efficiency with which these schemes are
administered, because some businesses find the process
extremely cumbersome and time-consuming.
Ng also appreciated efforts to devote additional

resources to support start-ups, particularly in the FinTech
fields, boost cross-boundary e-commerce, reserving $10
billion for supporting IT development, and also leveraging IT to develop Hong Kong into a smart city. “We need
to bring in more relevant programmes and innovation
laboratories to achieve an economy of scale, which again
is where our proposal for R&D rebates would reap dividends. It is also essential for regulators and the FinTech
community to engage in constant dialogue,” he said.
The Chamber agrees there is a need to ensure spending is fit for purpose, and that relief measures to help the
elderly and those in need are being targeted to those who
need them most. That said, recurrent expenditure on
social welfare has increased by 71% in the past five years
to $73.3 billion in 2017-18. That is a huge amount of
money so the Chamber would expect poverty figures to
be doing more than edging down.
Progress on alleviating poverty is making progress,
which is something to be applauded. Hopefully, similar
progress can be made in tackling labour shortages, which
will become more acute starting next year as the workforce
starts to decline in 2018. “Increasing expenditure for capital works projects in the latest budget to $86.7 billion will
benefit Hong Kong’s economy and population, but we cannot see where the labour is going to come from to support
those projects. The construction sector already has huge
labour shortfalls, which is pushing up the costs of projects,
including housing, and also causing delays,” said Ng.
On manpower and education policy, the Government’s decision to set aside $2.7 billion for the implementation of the free quality kindergarten policy to ease parents’ financial burden and improve the choice of kindergartens seems like a sound one. Hopefully this will release
some of the latent workforce back into the economy and
help in easing the manpower shortages, but more emphasis should be placed on finding solutions for skills and
labour shortages, particularly if we are going to be developing new areas like FinTech and innovation.
“Overall, we applaud efforts for trying to ease the
short-term pain of businesses, and at the same time support the development of the innovation and technology
sectors, which will become important economic drivers
for our economy. What we hope to see coming out of
these plans are clear strategies for the longer-term development, competitiveness and well-being of Hong Kong,”
Ng concluded.

Working on Your
Will & Estate Planning

For peace of mind and
assurance, drafting a Will while
alive will help loved ones avoid
unnecessary complications with
inheriting your estate

A

lthough some of us might have a Will in place,
most people do not. One reason for this could
be that some people are still not aware of the
negative consequences of not having created a Will.
However, a more likely reason is simply a lack of time
– a busy work and family life and the fact that drafting a Will requires some preparation are often the main
reasons why many people have not started on drafting
their Will.
Why a basic Will?
We should at least have a basic Will in place for the
same reason that most of us have health insurance. Passing away without a Will means that one’s estate Will be
divided according to the Hong Kong Intestates’ Estates
Ordinance (Rules), which does not regulate or provide
any insurance for:

 a particular executor that one might have in mind
for the execution of one’s estate. If this person is not
expressly stipulated in the Will, the Rules will provide
for (another) one;
 in case various real estate is involved, which descendant or offspring is gifted with what type of immoveable property and whether these gifts would be free
of any mortgages or charges. Please also note that
when minors are involved, as they cannot hold any
immovable property until the age of 18, one might
want to arrange for a particular trustee in advance
instead of having an appointed trustee provided by
the Rules;
 how one should deal with particular personal assets,
such as whom should be gifted that special jewelry or
those beautiful paintings or what to do with any pets
one might have;

 what will happen to one’s minor children in case
both parents pass away at the same time? The last
thing that a parent usually wants to happen is for
a court to make a decision on the guardianship of
their children whereby it is decided that the children
have to stay with an unknown family. Although in
practice, a court is likely to provide guardianship to
closely related family members, the process to obtain
guardianship might be rather burdensome and cause
unnecessary stress for all interested parties involved,
in particular to the minors themselves, especially if
family members live overseas;
 whether one wants to be cremated or buried:
although one might have made it clear to their loved
ones what to do with his or her body after death,
arguments between family members may arise after
he or she has passed away. Therefore, it would not be
unwise to set out in a Will a “wish” to either be cremated or buried as this would avoid any uncertainty.
At the same time, especially when one is from an
overseas jurisdiction and also wants to be cremated
or buried in that jurisdiction, it would give the executor of the Will clear guidelines on what to do with the
deceased; and
 whether one wants to gift any monies to charity.
The testator (the person whose Will it is) should also
stipulate inside his Will his domicile, for example Hong
Kong, and that his Will should therefore be construed
and effected according to the laws of Hong Kong. However it should be noted that in international context,
such as when a person “also” has a domicile somewhere
else or when overseas real estate is involved, different
laws of succession might apply.
Therefore, whenever a larger estate is involved and/or
there is an estate that is spread across the world, besides
drafting a more extensive Will instead of just a basic
Will, it is also recommended to set up a Trust or a Foundation.
Trust, Foundation & Probate
Although a Will itself also can provide for a trust, i.e.
for a so-called testamentary trust, such a trust is often
set up by the testator for the benefit of his or her minors,
whereby the assets that are being transferred into the
trust are still subject to probate and the trust itself
might even become subject to regular control checks by
the courts. However, a trust that has been set up during one’s lifetime, i.e. a so-called intervivos trust, is not
subject to probate (nor the assets it contains) as such
a trust, simply speaking, cannot “die.” Intervivos trusts
are therefore used a) to avoid probate and b) for asset

protection as all assets transferred into this trust are no
longer considered to be part of one’s personal estate but
c) also for tax-planning purposes.
It should be noted that since, like a trust, a foundation also provides for asset protection, most people that
are from a civil law jurisdiction often have a preference
of using a foundation instead of a trust as they tend to
be more familiar with the civil law terminology that surrounds the foundation.

Although some of us might have a
will in place, most people do not.
One reason for this could be that
some people are still not aware of
the negative consequences of not
having created a will.

Enduring Power of Attorney & Directions
of Medical Treatment
In addition, besides a Will and potentially also a
trust or foundation, it is recommended to also have an
Enduring Power of Attorney (Power) and Directions
of Medical Treatment (Directions) in place. The Power
basically grants certain powers by one person (Grantor)
to another (the Attorney) in the event that the Grantor becomes mentally incapacitated. The rules regarding this Power are governed by the Enduring Powers
of Attorney Ordinance and have to be in a prescribed
form. The Power itself is however limited to the control
of the Grantor’s properties and his/her financials only.
Therefore, in case one also wants to give instructions
(although not binding) to a person such as a family
member on how to deal with certain medical treatment
when one becomes mentally incapacitated, for example what to do when one becomes dependent on a life
machine support, separate Directions should be stipulated.

“S

tudies show that millennials are driving the
experience
economy.
They value experiences more than
possessions, because each experience
is something unique that they can
share on social media,” explained
Michelle Lam, Founder and Managing Director of Spoilt.
“Companies are also using experience gifts as performance incentives or awards to motivate employees, while brands are using experience rewards to drive sales and customer loyalty,” she added.
Lam pioneered the concept of
experience gifts in Hong Kong. Since
founding Spoilt in 2010, the company offers more than 300 experiences in categories such as creative,
food, relaxation and adventure.

Testing the waters
Lam quickly got market validation for
her business idea,
but educating the
market about experience gifts, and how
she could compete
with the physical
retail sector, took
a lot longer.
“When I first
started, our team
had the target categories of experiences
and then we looked for
the best providers to ensure
quality. We went on trials of
experiences too,” she said.
Some of the recipients of experience gifts, so impressed by their
experience, began approaching Lam
for experiences for their employees.
“Many of them want us to provide an occasion for entertainment,
celebration, team building and
promoting wellness,” she explained.
With our portfolio of experiences, I
thought it could be possible to organize events that serve their needs.

Driven by the demand, we launched
our event management service in
2011,” she said.
Taking over competition
In 2014, Spoilt further expanded
its platform through the acquisition of its main competitor – Red
Packet. Lam didn't view the takeover
as eliminating competition, rather
broadening the business.
“We decided to make the
acquisition because we think
Red Packet occupied a slightly
different market space. They
had a portfolio of experiences that were more mass
market than the Spoilt portfolio. So it was a natural fit

Unwrap
Your Experience

in terms of growing our
business,” she explained.
The move enabled
her to leverage Spoilt's
strength in e-commerce
with experience vouchers
and Red Packet's retail network to offer customers and
experience partners a much
wider distribution base.
In response to a question
from the audience about the
cost of setting up, Lam said she
has no inventory costs, so her
main expenditures were establishing an e-commerce platform

and marketing. But she pointed out
that initially, Spoilt was not operating on an e-commerce platform.
“I always get market validation
before committing to investment.
The first version of my business was
not online. It was a PDF catalog of
experiences that was sent to different
people to test the market. I got quite
a lot of interest from customers and
experience partners. After I got market validation, then I started building
my e-commerce platform,” she added.
She encourages young people who
would like to start their own business
to take up the challenge.

“For me, the greatest privilege of
an entrepreneur is that you get to
choose who to work with and what
products you are going to work on,”
she said. “The internet offers many
untapped opportunities. Compared
to the time when I started my business, the business environment in
Hong Kong has greatly improved.
Start-up funding and co-working
space are much more available,
and there are a lot of events that
help entrepreneurs get in touch
with people, so I would say there
are more opportunities for success
today,” she concluded.

EXPO

White Gold
Golden Resource has been providing high-quality rice to Hong Kong citizens
for over 70 years while adapting to the times, writes staff reporter Milly Lo

Company: Golden Resources Development Ltd
HKGCC Membership No.: HKG0589
Established: 1982
Website: www.grdil.com

O

ne of the world’s leading
international trade fair
organizers, German-headquartered Messe Frankfurt GmbH
has its regional headquarters set up
in Hong Kong as Messe Frankfurt
(HK) Ltd. Stephan Buurma joined
Messe Frankfurt GmbH at its German headquarters in 1995, and
relocated to Hong Kong in 2001.
Now the Managing Director of
both Messe Frankfurt (HK) Ltd and
Messe Frankfurt Asia Holding Ltd,
Buurma is also a member of the
Extended Board of Management of
Messe Frankfurt GmbH.
Messe Frankfurt (HK) Ltd hosts
two exhibitions in Hong Kong and
nearly 40 exhibitions in Mainland
Chinese cities annually. The company’s extensive portfolio of events
covers automotive technologies,
building technologies and lighting, consumer goods and leisure,
entertainment, media and creation,
textiles and textile technologies,
environmental awareness, water
resources, safety
and
security,
toys, maternity
and baby care

products, as well as meat processing.
In January 2002, Messe Frankfurt
(HK) Ltd joined the Chamber as a
way to connect with leading companies, SMEs and government bodies
across different industries in Hong
Kong. The Chamber’s extensive
membership network nicely complements Messe Frankfurt’s business which covers a broad spectrum
of sectors.
Buurma and his colleagues enjoy
attending Chamber events such as
cocktail receptions and luncheons.
The events allow them to connect
with fellow members, exchange
views and keep abreast of the latest
economic and market developments
favouring or threatening their business. “Trade fairs are an effective tool
which can generate both long-term
and short-term economic benefits
for the cities and the regions in which
they are located. Through working with the Chamber and interaction with its members from diverse
industry backgrounds, Messe Frankfurt has been able to offer more professional trade fair services to satisfy
our customers, therefore, expanding
further,” Buurma concluded.

Company: Messe Frankfurt (HK) Ltd
HKGCC Membership No.: HKM0465
Established: 1994
Website: www.messefrankfurt.com.hk

A

s an innovative European
beauty and skincare products
and services provider in the
Asia-Pacific region, ONE Concept
Group has evolved from providing
just beauty accessories to promoting a healthy lifestyle experience. It
has also expanded to markets across
China and the Asia-Pacific region
over the past 23 years.
Orpheus Choy, one of the cofounders and the managing director of ONE Concept Group, always
strives to provide his customers
with the best experience. With his
motto “Strive for Excellence and
Perfection,” Choy commits to offering simple yet interesting skincare
knowledge through various workshops or seminars. “Nothing is better than seeing the happiness of our
customers with healthy and glowing skin,” said Choy. He has also
been dedicated to education and
the beauty industry development
in Hong Kong, being the Convenor
of the Promotion & Consultation
Subcommittee of Beauty Industry Training Advisory Committee
under Education Bureau; and the
Convenor of the Beauty Industry Training Advisory Committee
Company: ONE Concept Group Ltd
HKGCC Membership No.: HKO0182
Established: 1992
Website: www.oneconceptgroup.com

under Vocational Training Board.
ONE Concept Group joined the
Chamber family in 2002 to stay on
the top of the latest market trends
and development. “We can always
keep abreast of developments in
Hong Kong’s rapidly changing
business and social environment
through various seminars and networking events. The Bulletin is also
a must-read item for myself and
my colleagues. It provides us with a
wide variety of the latest news and
information for business corporations,” said Choy.
Choy is also impressed with the
Chamber’s role in presenting the
views of Hong Kong business entities to the HKSAR Government as
well as global organizations. “We
hope that the Chamber can keep up
what it is doing now and support
the development of Hong Kong as
always,” Choy
said,
adding that he
believes the
Chamber is a
valuable part
of the business landscape.

Iberian Delight
New addition to local Spanish food scene truly sizzles
with creative dishes and delightful flavours,
reports the Chamber’s staff writer Elaine Chan

A

sk any frequent partygoer in Lan Kwai Fong what is the best
club in Hong Kong and you will probably get the same answer:
Dragon-I. It therefore explains why Cassio, engineered by
the group behind that legendary club and London’s most popular
tapas bar Barrafina, had so much to rave about before opening last
November. Diners can order from the sophisticated tapas menu
designed by Barrafina in a chilled vibe, or snag a seat by the counter
to check on the chef preparing dishes on the spot. If you fancy a
drink before or after the meal, chill out in the restaurant's lounge
designed by renowned architect Fabrizio Casiraghi or sip your cocktail on floral print patterned sofas on an impressive terrace. Cassio is
a venue that garners maximum points for the originality of its dishes
and a perfect escape from the daily grind.

Spotlighting
Malaysia
Ezzwanee Ahmad, MATRADE
Trade Commissioner, and Nazuki
Abdullah, Director, MIDA
Guangzhou, spoke about
Malaysia's economy, trade and
investment opportunities at a
roundtable luncheon on
15 February. Businessman
Stephen Yeung also talked
about his company’s operations
in Malaysia, including organic
farming and food imports to
Hong Kong.

Working with Indonesia
Indonesia Trade Consul Natan
Kambuno and Customs Consul Imik
Eko Putro visited the Chamber on
7 February to discuss future
cooperation. During the meeting,
it was decided to co-organize a
seminar on Indonesia to inform
members of opportunities and
important regulatory changes in the
country to attract more investors.
They also discussed the possibility
of a mission to Jakarta in October.

Yangon Legislature Speaker
Andrew Wells, Chairman of the Asia
& Africa Committee, attended a
luncheon reception at the China Club
on 24 February with U Tin Maung
Tun, Speaker of Yangon Region
Hluttaw Legislature, who was visiting
from Myanmar to explore what
experiences the country could learn
from Hong Kong.

Strengthening Ties
with Zimbabwe

Myanmar Delegation to
Visit Hong Kong

Zimbabwe's Consul General Alfred
Mutiwazuka, and Economic Consul
Victor Machamba, visited the Chamber
on 14 February, where they were
welcomed by Malcolm Ainsworth,
Director, PR and Programs and Hilton
Yip, Assistant Manager. Mutiwazuka
discussed the possibility of a joint
seminar with HKGCC for an incoming
Zimbabwean business delegation later
this year.

Albert Oung, Chairman, Hong Kong
Myanmar Chamber of Commerce,
called on the Chamber on 27 February
to seek HKGCC's assistance in
arranging for an upcoming visit to Hong
Kong by the Union of Myanmar
Chamber of Commerce and Industry in
March. The delegation will be looking
to meet with local businesses to learn
how Hong Kong can contribute to
Myanmar's economic development.

Americas Committee

Brazil State Eyes Investment in Renewable Energy
A Brazilian business mission from the State of Rio Grande do Norte, led by
Governor Robinson Faria, accompanied by the Consul General of Brazil in
Hong Kong Piragibe Tarrago, visited the Chamber on 24 February. The
delegates explained that Brazil is looking for investments in wind and solar
energy, as the state has over 300 days of sunshine and is at the crossroads
of wind currents. The Brazilian Government guarantees it will buy all energy
generated by wind and solar investments for up to 25 years. The state’s
pristine beaches, unspoilt environment, great fishing and new airport also
boost its popularity as a tourist destination.

Experts Examine Trump’s Policies
Since taking up office, U.S. President Donald Trump has moved quickly to
roll out some of his promises made during the election campaign. Stephen
Olson, Research Fellow, Hinrich Foundation, and Glenn Shive, Executive
Director, The Hong Kong-America Center spoke to members about
Trump’s Administration on 23 February. Olson shared a few scenarios that
Trump’s trade policies might create, while Shive discussed
the strategies that Trump’s presidency seems to be using
to shake up the rules of business and politics.

Economic Policy Committee

Chris Sun and Bill Li, respectively Head and Deputy Head of Healthcare
Planning and Development Office of the Food and Health Bureau, gave a
briefing on recent updates to the proposed Voluntary Health Insurance
Scheme (VHIS) at the 9 February committee meeting. The latest consultation
report of the VHIS stressed the provision of alternatives for the public through
the use of private services, to alleviate the current burden on the public
healthcare system. Sun elaborated on the proposed VHIS compliant products
and some potential concerns.

Building Ties with
Confederation of
British Industry
Ben Digby, International Director of the
Confederation of British Industry (CBI)
in the U.K., called on the Chamber,
and was welcomed by Europe
Committee Chairman Stephen
Weatherseed and committee member
Margaret Leung. They discussed
Hong Kong being a great place for
business and providing good access
to the Mainland China market, and
future collaboration opportunities for
the Chamber and CBI.

HKGCC & French Chamber
Happy Hour
K C Kwok, former Economist for the HKSAR Government, shared his views
on the latest Financial Budget at a roundtable luncheon on 24 February.
He was joined on the panel by Grace Tang, Chairman of the Taxation
Committee, and Peter Churchouse, Chairman of the Economic Policy
Committee.

Andrew Lai, Deputy Secretary for Financial Services and the Treasury, Andrew Au,
Deputy Government Economist of the Financial Secretary’s Office, and Gary Poon,
Principal Assistant Secretary for Financial Services and the Treasury, exchanged
views with members on the budgetary measures unveiled by the Financial
Secretary at a post-Budget joint meeting of the Economic Policy and Taxation
Committees on 24 February.

The Europe Committee held a joint
cocktail reception with the French
Chamber’s China Committee on
21 February. Europe Committee Vice
Chairman Eberhard Brodhage and the
French Chamber’s China Committee
President Alain Le Couedic welcomed
about 70 members and guests of the
two Chambers, who enjoyed a night of
productive business networking.

Europe Committee

Strengthening Ties with Greece
Consul General of Greece Ioannis Maloukos spoke to the Europe Committee
about investment sectors in Greece, including tourism, energy, information &
communications technology, pharmaceuticals, agriculture, and logistics. The
Consul General said Greece welcomes direct foreign investment and is
offering various business incentives.

Czech Republic: Europe’s Starting Point
of the Belt and Road?
Ondrej Koc, Director for China and Southeast Asia Operations of
CzechInvest, and Klara Jurcova, Deputy Ambassador and Head of
Political Section of Embassy of the Czech Republic in Beijing, spoke about
the investment environment, political agenda and international politics,
as well as what the Belt and Road initiative means to the Czech Republic
at the Europe Committee Country Briefing Series on 13 February. Louis
Chan, Economist (Global Research) of Hong Kong Trade Development
Council, also gave a briefing about the Belt and Road opportunities in the
Central and Eastern European Countries (CEECs).

Industry & Technology Committee

Over 30 members visited the
Hong Kong Polytechnic University
on 23 February to learn about
innovative research projects and technological achievements of the latest
3D printing, computing, virtual and augmented reality technology.
The committee submitted two papers in response to the consultations on
“A Smart City Blueprint for Hong Kong” initiated by the Office of the Government
Chief Information Officer, and “Developing Kowloon East into a Smart City District
– Feasibility Study” commissioned by the Energizing Kowloon East Office of the
Development Bureau. The Chamber welcomed the Government’s commitment to
build Hong Kong into a smart city, and supported the selection of Kowloon East
to trial-run some feasible initiatives that could bring in quick wins to demonstrate
social and economic benefits and possess scale-up potential for Hong Kong.

Manpower Committee

Women Executives Club

Albert Wong, Chairman of the
Manpower Committee, attended the
Secretary for Home Affairs’ Spring
Reception 2017 to celebrate the Year
of the Rooster on 6 February.

The WEC Executive Committee
met on 15 February to discuss the
WEC activity plan as well as the
newly launched WEC Mentorship
Programme.

Emil Yu, General Committee member
and Industry & Technology Committee
Chairman; Albert Wong, Manpower
Committee Chairman; and Shirley Yuen,
Chamber CEO, met with Carlson Chan,
Commissioner for Labour, to exchange
views on manpower-related issues on
10 February. They expressed concerns
about the influx of regulations and their
impact on the business sector.

Young Executives Club
The YEC Executive Committee met
on 14 February to discuss new
initiatives to engage young members
of the Chamber. Further details will be
released soon.

Real Estate & Infrastructure
Committee
Marcos Chan, Head of Research
for Hong Kong, Southern China
& Taiwan, CBRE, gave a briefing
about the latest Grade A office
market trends in Hong Kong on
24 January. He said that leasing
activity in the Central CBD was
mainly driven by solid demand
from Mainland companies,
decentralization would continue due
to cost-saving, and owner-occupier
investment demand, particularly in
the banking and finance, insurance,
real estate and construction
sectors, would remain strong.

Talent Development
Chris Yau, Senior Manager, and Rani Lui,
IT Product Manager of SGS Hong Kong
Limited, spoke to a full house about data
privacy protection in cloud computing
on 28 February. The seminar focused on
different regional and national regulations
that restrict cross-border data transfer of
personal data and what companies can
do to strike a balance between the risks
and benefits when processing data at
operational levels.

T

he Czech Republic is already
famous for tourism and beer,
but it is hoping to become
known as one of the most advanced
economies in the Central and Eastern
Europe Countries (CEECs), featuring
industries like aerospace and information and communications technology (ICT) ripe for investment.
Meanwhile, the 16+1 framework was initiated by Mainland
China to boost collaboration with
the CEECs, which include Estonia,
Latvia, Lithuania, Poland, Czech
Republic, Slovakia, Slovenia, Hungary, Croatia, Romania, Bosnia and
Herzegovina, Serbia, Montenegro,
Bulgaria, Albania and Macedonia.
“The 16 countries can offer a
new window of opportunities for
Hong Kong companies especially
when they fall under an umbrella,”

said Louis Chan, Economist
(Global Research) of Hong Kong
Trade Development Council, at the
Europe Committee’s Czech Republic Country Briefing on 13 February.
“Under the 16+1 framework,
the CEECs prioritize opportunities to foster economic contacts and
expand cooperation with Mainland
China in transport, logistics, tourism, culture, education and science;
to enhance the image of the country in the international arena and
to expand the legal framework for
cooperation. For investors, preferential financing support is available
for projects that use Chinese products and equipment in production.”
“Since 2013, our relationship
with Mainland China has been at a
very high level,” said Klara Jurcova,
Deputy Ambassador and Head of

Political Section, Embassy of the
Czech Republic in Beijing. “The
Czech Republic is taking part in
both 16+1 and Belt and Road initiatives, looking at concrete projects
such as railway cooperation, healthcare, IT and e-commerce.”
With a favorable geographic location and advanced infrastructure,
the Czech Republic has good access
to both emerging eastern as well as
established western markets. It also
has the densest railway network in
Central and Eastern Europe and complementary highways.
The country also organized
“Czech Days” in Shanghai and the
Bohai Region in the Mainland to
promote Czech culture, traditions,
and economy. In 2018, they plan to
move the Czech Day project southwards to the Pearl River Delta.

The Czech Republic Connection

Investment sectors
“The Czech Republic is one of the
most successful CEECs in attracting
foreign investment with top export
products including mechanical and
electronic equipment,” said Chan.
Poland, the Czech Republic and
Hungary have the largest amount
of trade with Mainland China and
Hong Kong among the CEECs. The
Czech Republic is also one of the
top five CEECs in terms of Mainland China’s ODI stock. However,
the country’s biggest trade partner
is Germany to which it sends 32.3%
of its exports. Germany is also the
Czech Republic’s biggest investment
partner.
With a population of 10.5 million and a labor force of 5.3 million as of 2015, “the Czech Republic
should not be judged according to

quantity, but quality,” said Ondrej
Koc, Director for China and Southeast Asia Operations of CzechInvest
based in Shanghai.
With low government debt and
political and economic stability,
the Czech Republic enjoys a great
investment rating.
As one of the higher-performing
economies in Central Europe, the
Czech Republic boasts an aerospace
industry that has produced more
than 32,000 aircraft and 37,000
engines. The country also has a significant automotive sector and there
are 22 car production sites within
400 km of the country’s capital
Prague.
The country’s advanced engineering sectors include power
engineering, transport engineering, machine tools, and metal com-

ponents. Its ICT sectors include
cloud computing, data mining, and
mobile technology. The country
also has an electrical engineering
and electronics sector that produces
a wide range of products including
transistors and military radar.
The Czech Government provides
investment incentives to companies
setting up or expanding technology
or industrial R&D centres. These
include grants from the National
Research Agencies and deduction of
R&D costs – up to 100/110 % of the
R&D expenses incurred in a given
tax year can be deducted from the
tax base as a special tax allowance.
Koc added that companies
choose the Czech Republic not only
for the production base, low costs
and favorable location, but also
because of its innovation.
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Opportunities abound in the Czech Republic for Hong Kong and Mainland
businesses via the 16+1 and Belt and Road initiatives

Malaysia Booming
Diversified economy, strong trade, and booming halal industry mean
Malaysia is poised to continue to enjoy stable economic growth

A

mid the global economic
turmoil in the past couple
of years, Southeast Asia has
remained a region to be optimistic about. With a number of countries emerging rapidly, there is no
shortage of projects to lure foreign
investors. One country that has
already developed and has one of
the region’s strongest economies is
Malaysia. Having grown by 5% in
2015 and by 4.2% in 2016, Malaysia is expected to see 4.3% growth
in 2017.
The country was not immune
from the global economic problems and its total trade contracted
by 4.6% in 2016. However, Mainland China remained Malaysia’s top
trading partner in 2016, making up
16.2%, while Hong Kong was ninth
at 3.3%.

“The trade balance with Hong
Kong has always been on Malaysia’s
side as we export a lot of electronics. But the growth of our trade with
Hong Kong is looking good,” said
Noor Ezzwanee Ahmad, MATRADE
Hong Kong Commissioner.
Ahmad explained several key
characteristics of the country’s market, such as the fact that 60% of its
population are middle-class and
that it is one of Asia’s highest purchasing power populations. “Malaysia has a young, growing demographic and working population
tends to spend the most,” she said.
Malaysia also has a leading position in the global halal products
market for Muslims. The country,
which has a Muslim majority, has
placed a high priority on developing
a complete halal ecosystem com-

Countries that consider entering the
halal market will go through Malaysia
as we’re well-known for producing
halal products. A lot of Muslim
countries come to Malaysia to
source halal products,
said Noor Ezzwanee Ahmad.

prising farm production to the final
food preparation stages. “We have
halal-certified farms, halal-certified
logistics, as well as halal-certified
manufacturing plants,” said Ahmad.
“Countries that consider entering the halal market will go through
Malaysia as we’re well-known for
producing halal products. A lot of
Muslim countries come to Malaysia
to source halal products.”
With a potential market of over
1.6 billion Muslims worldwide, the
halal products market is estimated
to be worth $1 trillion. “Halal isn’t
just food. It includes cosmetics,
pharmaceuticals, and even Islamic
banking. It encompasses broad sectors,” said Ahmad.
For foreign investors, there are a
number of opportunities in manufacturing and services sector.

“In manufacturing, the government is promoting high-tech, capital-intensive and knowledge-driven
industries. For example, target industries include biotech, advanced materials, petrochemicals,” said Abdullah.
Local food distributor Grace Cup
imports a wide range of food fruits,
vegetables, noodles and meat products from Malaysia, one of its main
sources.
“In Hong Kong, many food products are from Mainland China. However, there is market demand for premium products from other markets,
that’s why we chose Malaysia,” said
Managing Director Stephen Yeung.
Malaysia offers several benefits
for doing business, according to
Yeung. “The country is rich in natural resources and agriculture. Also,
it has a multicultural society with

We can offer to foreign companies in
the services or manufacturing sector
incentives like investment tax
allowance, reinvestment allowances
and import duty exemption,
said Nazuki Abdullah.

talented, multilingual people who
can speak Chinese, which makes it
easier for us.”
Malaysia’s strong halal industry is
another reason Grace Cup imports
food from the country. “We also
target Hong Kong hotels with halal

food since they want to attract more
guests from other regions like the
Middle East who can only eat halal,”
said Yeung.
Members can watch this presentation
on the Chamber’s app.

In Hong Kong, many food products are
from China. However, there is market
demand for premium products from
other markets, that’s why we chose
Malaysia, said Stephen Yeung.
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HKGCC & French Chamber
Happy Hour

T

he Europe Committee held a joint cocktail reception with the French Chamber China Committee
on 21 February. Europe Committee Vice Chairman Eberhard Brodhage and the French Chamber’s
China Committee President Alain Le Couedic welcomed about 70 members and guests of the two Chambers to this night of productive business networking.

Driving the Auto Industry
with Disruptive Tech

“T

echnology-driven disruptive trends have
shaped the operations
of the auto industry,” said Patrick
Lee, Chief Executive Officer of
Inchcape Greater China. “Rather
than react to change or be disrupted
by it, we have to be forward-looking
and invest in transformations that
shape the business model.”
The changing landscape of the
global market, triggered by the accelerated rise of new technologies, growing demand for sustainability policies
and changing consumer behavior,
have revolutionized business operations in almost every sector.
For the automotive sector, Lee
shared his insights on five megatrends – retail network digitalization, powertrain electrification, car

connectivity, mobility services and
autonomous vehicles – with the
Industry & Technology Committee
on 25 January.
“Automobile companies consider
Hong Kong a big showroom, rather
than a small market,” Lee continued. “There is no other place in the
world that can offer such a unique
environment to test the popularity
of new car models with the lowest
initial costs.”
This explains why the streets of
Hong Kong are filled with the latest
models of many automobile brands.
Inchcape is the biggest local auto
distributor, importing over 40% of
private cars in Hong Kong. Members were able to visit the Jaguar and
Land Rover Hong Kong Showroom
and test-drive some new models.
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Mark Your Diary
Download our app
HKGCC Mobile
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How the Real Estate market is
affecting the Retail & Tourism
sectors in Hong Kong

Indonesia: ASEAN’s
Thriving Giant

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

2017 Chamber Events
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Training: HR – 10 Steps to Regaining
Respect from the Business
Good Citizens Award Presentation Ceremony
Shipping & Transport Committee Meeting

MAR

08
MAR

09
MAR

10

Training: Team Building Techniques for Rising
Managers in Leading the “New Generation”

China Committee Roundtable:
E-commerce trends in China and Hong Kong
Workshop: Gamification
Workshop: How Much Do You Know
About ISO/DIS 45001

WEC Networking Event: Women of Wine Festival

MAR

14
MAR

DIT Committee Roundtable: Data Centres:
Legal, Lease and Security Issues
Seminar: Municipal Solid Waste Charging:
When and How?
Workshop: Make Effective and
Informational Presentations
Retail & Tourism Committee Roundtable: How the
Real Estate market is affecting the Retail & Tourism
sectors in Hong Kong
Taxation Committee Meeting

Asia & Africa Committee Meeting
RoundTable: Indonesia: ASEAN’s Thriving Giant

16-17 HKGCC Visit to Hengqin, Zhuhai & Macao
HKGCC x PRPA Workshop 4:
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22

Press Release Writing HKGCC x PRPA
Training: Issues on Employing Part-time Staff
and Freelance Workers
Retail & Tourism Committee Meeting

Roundtable: Plug-in “Industry 4.0” to
Create New Business Value
Luncheon on 2017 China’s Two Sessions: Dialogue
with CPPCC National Committee Members
Joint Business Community Luncheon: 2017-2018
Budget, The Honourable Paul MP Chan

YEC workshop: Build Your Performing Team

MAR

23
MAR

Training: Managing Work Injury Cases
China Committee Roundtable: 2017 – A year
of black swans or white swans for China?
Environment and Sustainability
Committee Meeting

21 MAR

27 MAR

2017-2018 Budget,
The Honourable
Paul MP Chan

The New LegCo –
The Hon Starry Lee Waiking

MARCH

24
MAR

27
MAR

“Time Management” Workshop
SME Committee Meeting
China Committee Roundtable: Discovering
Chinese Netizens’ Consumption Trends
Town Hall Forum Series: The New LegCo –
The Hon Starry Lee Waiking

28
MAR

How to Grow Sales through
Building Trusted Relationships
Training: How to Grow Sales
through Building Trusted Relationships
New Member Welcoming Reception

29
MAR

30
MAR

Entrepreneur Series Roundtable –
Trending and Creating: Insider Tips from
the Globetrotting Hotelier
Europe Committee Presents: Catalonia Connects
– Investment, Startups & Industry 4.0
Joint Event with Australian Chamber
Young Executives Committee

31
MAR

30 Mar

29 MAR
Trending and Creating:
Insider Tips from the
Globetrotting Hotelier

Catalonia Connects –
Investment, Startups &
Industry 4.0

APRIL

07
APR

12
APR

21

HKGCC x PRPA Workshop 5:
Event Planning and Management

HKGCC x PRPA Workshop 6: Corporate
Publications Production

CSI Executive Committee Meeting

APR

26
APR

28

YEC Networking and Learning:
RMB Exchange Rate

Roundtable by Link REIT

APR

HKGCC Annual General Meeting
The Annual General Meeting of the Hong Kong
General Chamber of Commerce will be held
at 6:00 p.m. on Thursday, 18 May 2017,
at the Hong Kong Convention and Exhibition Centre,

China Committee Meeting and Lunch

Meeting Room N201. A cocktail reception and
registration of members will start at 5:00 p.m.
All members are cordially invited to attend this meeting.

