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Two thousand and seven was an eventful year for your Chamber,

in a number ways. Our economy performed its seemingly
routine magic one more time, generating opportunities for a
broad spectrum of society as well as satisfactory returns for
most companies. As we have come to expect, our members
and staff took up the challenge of crafting policy positions on a
host of issues and concerns. As many of you know from direct
participation, the consultation process is an integral part of how
members' views are reflected to the government and the public
at large. Where our concerns are acted on, as is frequently the
case with our Budget recommendations, the results can go
directly to the bottom lines of our members, and contribute to
Hong Kong's ability to compete.

In the past year, your views have been compiled, digested,
formulated and presented to policymakers on a wide variety of
issues. We continue to offer our views to the Chief Executive
on his annual Policy Address, to the Financial Secretary on
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Business leaders spoke candidly at the Chamber's
CEO Manpower Conference on what must be done
to fulfill Hong Kong's manpower needs.
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the yearly Budget, as well as to authorities in the Mainland on
further liberalizing various sectors of its economy to Hong Kong
companies under CEPA. We were encouraged to see the Chief
Executive dedicate considerable attention to environmental
initiatives in his Policy Address. In implementing the measures
that he outlined, together with policies on culture and heritage,
Hong Kong will become a better place not only for residents, but
also to help attract talent from all over the world to come to live
and work here. Ensuring that Hong Kong can attract the talent
that we need to drive our economy forward, as well as training
up our own talent, was given new impetus in the Policy Address.
The Chamber also carried the ball further on this vital topic with
discussions at our second CEO Manpower Conference May.
Human resources professionals and business leaders spoke
candidly at the conference on what they believe can and must
be done for Hong Kong to fulfill the manpower demands of
Asia's world city.
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The Chamber's submissions to the
government on the Chief Executive's
annual Policy Address and the Financial
Secretary's annual Budget have
contributed to honing Hong Kong's
business environment.
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On fiscal matters, the Chamber lobbied for three tax-related
policy changes: first, to reduce the profits tax rate to 15%;
second, to immediately implement group loss relief; and
third, to provide a simpler filing procedure and a lower profits
tax rate for smaller companies. We are happy to note that
some ground has been gained, particularly on reducing

the profits tax rate to 16.5%. Others, which are equally
encouraging, include elimination of tax on wine and beer,
faster depreciation for investment and tax concessions for
SMEs. However, it appears group loss relief will require more
time before we see progress.

In addition, members have participated in the review of
the entire Companies Ordinance. Other areas include such
diverse subjects as racial discrimination, nutrition labelling,
quarterly reporting of accounts, statutory backing to listing
regulations, consumer protection, and the regulation of the

power industry. The last one, as you likely know, being rather
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Chairman’s Review

HRGC

Hong Kong Business Summit Dinner
logue with Global Leader - The Right Honourahle Ton

Britain's former Prime Minister Tony Blair spoke at our
Business Summit dinner.
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close to my heart, but | wish to assure you that we are very
careful to avoid any conflict of interest in our policy prescriptions!

You, as members, have also told us that over the past few years
there have been too many new regulations coming into force, or
being drafted, or going through the consultation process. While
some of those rules are quite reasonable in the way in which
they were originally presented, the process of moving from
concept to reality may distort the original intent, and by doing
so, add to the cost of doing business. We have stressed that

any regulatory change must be carefully studied for its impact
on the business environment. Hong Kong has had very sensible
business regulation for a very long time, and it has served us
well. What we need to be careful of is that we do not undermine
our competitiveness while striving to improve the regulatory
environment.
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HKSAR Chief Executive Donald Tsang visited the Chamber to meet with
the General Committee on June 1.
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The Chamber organized a media tour of environmentally
friendly production facilities in the Mainland in March.
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The past year was an active one for your Chamber, and

a prosperous year for Hong Kong. Nearly 64,000 new
companies opened their doors in Hong Kong last year, setting
a record for both the largest number of businesses in history
and the greatest increase. With your help, we hope to attract
many of them to join our Chamber, so as to contribute to

the work of making this an even better place to do business.
Those new companies, and the ones already established,
generated nearly 92,000 new full-time jobs, one of the largest
increases in history. As a result, un- and under-employment fell
by nearly 70,000 jobs to a record low of 3.4%.

Throughout the year, rising energy prices and consumer
inflation and the falling value of the US dollar added
uncertainty to the mix. Yet, our stock market capitalization
topped US$2.6 trillion in 2007, and the overall performance
of the Hang Seng Index — up better than 39% — was the
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best this decade. The rising renminbi and falling confidence in

global markets serves to highlight our fortuitous position as the
senvices interface between the rest of China and the rest of the
developed world.

Towards the end of 2007, signs that the U.S. economy was
starting to stall began to appear, as a result of the sub-prime
mortgage crisis in the country. The economic prospects for
2008 remain volatile, with a slowdown in the United States
bordering on becoming a recession, and an inflationary
Chinese economy looming ahead. The Chamber organized
regular roundtable luncheons and seminars on the possible
impacts of the slowdown, and how companies can make
provisions to limit the impact on their businesses. Although it is
beyond the scope of this review, we will ensure that members
continue to receive the best and most timely insights into

these developments as they occur.
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Chairman’s Review

Federal Reserve Chairman
Ben Bernanke said the
United States could enter
into recession from the
housing, credit and

On the policy front, your Chamber remains a strong leader in

private-sector initiatives focused on improving our interaction
with the environment. In partnership with other organizations,
we continue to lead the way in addressing pollution not only
here at home, but also in the neighbouring Pearl River Delta
region. As | touched upon earlier, arresting pollution is vital if
we are to attract the talent that Hong Kong needs to enhance
our competitiveness. This fact is clearly spelled out in global
surveys ranking countries' competitiveness. Surveys are not
perfect measures of the issues that matter to business, but
they are important indicators. They also tell us that all the
serious business and financial centres in the world are steadily
improving their offerings, and we are deficient here on "quality
of life" issues principal among which is our air quality, with the
consequent impact on our ability to attract the brightest talent
from around the world to come and work here.

gooooooooooooooboooooooonoo
goooobooooooooooobooooooooobo
gooooooooooooooboooooooonoo
goooobooooooooooobooooooooobo
gooooooooooooooboooooooonoo
goooooooooooooooboooooooboooboo
gooooooooooooooboooooooobo
gooooooooooooooboooooooboobo
gooooooooooooooboooooooobo
gooooooooooooooboooooooboobo
oooooooooooooo

financial crises.

ooooo

The Chamber is @ member-led organisation, and the
representatives of our members that take the lead in Chamber
affairs, through contribution of time and talent, help us retain our
position as the pre-eminent business association in the finest city
in Asia. | wish to take this opportunity to offer my sincere thanks
to our Chairman, Dr Lily Chiang, who is on leave from her duties
to take care of personal matters. My fellow General Committee
members have worked hard to make the necessary transition

as painless as possible, and none more so than Vice Chairmen
Anthony Wu, KK Yeung and He Guangbei, and our Legislative
Council Representative in the Commercial (First) functional
constituency, The Honourable Jeffrey Lam.

I'would also like to thank the hard working members of our
Chamber committees, and particularly the chairmen and
vice-chairmen of those committees. They provide the direct
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Members' participation in events
and formulating policies is vital to
the success of the Chamber.
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intellectual input and resource support to the secretariat that
gives so much of what we do a unique substance and depth.
Without their contribution, we would be considerably less than

We are.

Moreover, | would like to express my thanks and gratitude to

the Chamber CEO, Alex Fong, and his staff at the secretariat for
their contribution during the year. Each of them have contributed
hard work and good ideas towards developing the strategies and
policies of the Chamber that allow us to play an effective role in
shaping the city in which we live.
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To my fellow members, | would like to thank you for participating

in our events, and to extend an open invitation to provide to the
Chamber secretariat your thoughts on how we can do more for
you. Lastly, | wish you all every success in your business in 2008,
and to Hong Kong in the years ahead.

rofle Bendler

Andrew Brandler
Acting Chairman

HKGCC Chairman Dr Lily Chiang is on a leave of absence. In accordance with
the Chamber bylaws, Deputy Chairman, Andrew Brandler, takes up the duties
of the Chairman during the interim.
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