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G4S Security Systems provide international recognized brands of

equipment and install a complete range of valuable, liability and functional electronic security

solutions; and are tailored to match our customer’s risk and operational environment
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Seeking Cohesion,

Not Antagonism

By Anthony Wu 0 0 O

t a time when many governments around

the world are struggling to repay their

debts, Hong Kong is flush with cash. Our
economic performance is due to our thriving free
market economy and booming motherland, both
of which we tend to take for granted sometimes.

Our economic integration with the Mainland
is being reinforced with ongoing infrastructure
projects, which will benefit the entire PRD region.
Ernst & Young’s Globalization Index released last
month reminded us of the importance of an open
economy, with Hong Kong again topping the index,
closely followed by Singapore. At a seminar jointly
organized by the Chamber and E&Y to discuss the
findings, speakers pointed out that Asia’s most open
economies are also the healthiest. However, they
warned that an inherent problem of antagonism
with people becoming increasingly intolerant and
negative is undermining our success.

We have seen plenty of evidence of this in Legco
with political parties joust with ministers to win
populist points, and people on the streets tarring
all Mainland tourists with the same brush when
an unsuspecting visitor offends a local. With so
many important issues to focus our attention on,

I believe focusing our energy on improving our
environment, tackling social concerns and honing
our competitiveness would be more constructive
than lambasting visitors for offending local
sensibilities.

Of course we should not encourage
inappropriate behaviour, but we also should not
overreact. “When in Rome, do as the Romans
do” is the adage travellers the world over are
encouraged to adopt, including the 30 million
Mainland tourists who are expected to visit Hong
Kong this year. As a pluralistic society in one of
the most cosmopolitan cities in the world, we
need to be understanding and tolerant of different
cultures. But if we aren’t careful, we can easily earn
a reputation as a place to avoid, and lose not only a
tremendous business opportunity but also a lot of
jobs for people who don’t have the advantages of
higher education. &
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The Business Enablers

We enable you to focus on growing your business

You're in good hands with Tricor looking after your non-core
business support functions.

Tricor is a global provider of integrated Business, Corporate and
Investor services. As a business enabler, Tricor provides outsourced
expertise in corporate administration, compliance and business
support functions that allows you to concentrate on what you do
best — Building Business.

A

You're known by the
company you keep.

And by the company
that keeps you.

Our services include:

® Accounting

e China Entry & Consulting

e Company Formation

e Corporate Governance & Company Secretarial

e Executive Search & Human Resources Consulting
e Initial Public Offerings & Share Registration

e Fund, Payroll, Treasury & Trust Administration

* Management Consulting
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What are your criteria for % Waiting for spring
selecting a country to set up goon

operations in?
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China manufacturing growth continued to slow on declining new orders, despite
the marginal improvement of headline PMI led by expanding production and
hiring after the Chinese New Year. Weak external demand and domestic investment
poses more downside risks to growth, which is likely to slow to around 8% y-o-y in

1. Ease of doing business 84%
(finding partners or customers)
ooooooooooooooo

2. Economic stability 61% 1Q. Although input inflation picked up modestly, price pressures are unlikely to be
Oooo a major concern in the near term. Both PPI and CPI readings are on track to ease

3. Government / regulatory 59% | | further, providing room for PBoC to deliver at least a further 100bp RRR cuts in the
framework coming months.
oo/aoood 0000000000000000000000000000000000PMIOOOO0O0

4. Political stability 56% | | ppppDoDOODODOODODOODODOOOC0OO0DO0000000000000

Jooo 000D0000000000000000000000GDPOODO0ON0ON000N0S%
5. Cost of office / space rental ~ 48%

Oo0/000000 goobooobooooooooooooOooooooooooooboooobo0ooooog
6.Accesst0qualitylocaltalent 47% goobooobo0ooooooooooooooooooooooboobonOnOn
ooooooooo
7. Proximity to other markets 43%
in a region
gooooooooo
8. Cost / standard of living 35%
oooo/moo

Source 0000 :Regus 000 d 1 ¥ . .

Summary of HSBC China Manufacturing PMI (Seasonally adjusted)
il LRS- PIvM: Fla (13 (Ii1 O O

Research reveals the secrets
of business success

Dec 11 Jan 12 Feb 12

Jobnoooooo 20110120 2012010 2012020
. PMI Index PMIO O 48.7 48.8 49.6
A survey tries to)unco.ver the factors' Output 0 0 494 476 502
that Hong Kong’s business community New Orders 0 0 O 46.9 49.1 485
believe are m(.)st V1tal'to ensuring a Employment 0 0 492 495 511
market is business-friendly. Suppliers’ Delivery Times 000000 O 48.9 48.8 49.1
O e - L Stocks of Purchases 1000 47.8 45.8 46.8
Qe Input Prices 0 0 0 0 443 46.0 50.6
Quantity of Purchases 000 O 49.2 46.9 47.1
Stocks of Finished Goods 0 0O O 51.3 48.2 50.8
New Export Orders 00 00O 49.7 50.4 475
Output Prices 000 O 43.8 44.1 48.4
Backlogs of Work DO O O 49.3 50.8 49.9

Source 0O 0 0 0O : Markit, HSBC 0O O Markit
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Attend our one-stop sourcing fairs in
Hong Kong at AsiaWorld-Expo!

April 12-15, 2012

globalzsources globalzsources global~sources

Electronics & Security Electronics &
Components Products 5 Components

China Sourcing Fair China Sourcing Fair Korea Sourcing Fair

April 20-23, 2012

Right before Canton Fair

Ney,
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Solar &Energy Christmas & " Gifts & Home

i Seasonal Products .
S%‘ﬁ:,r,'agsﬁgﬂggﬁ China Sourcing Fair Pl'em iums PrOd UCtS
China Sourcing Fair

China Sourcing Fair
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'i- };.

Products products Products Premiums

China Sourcing Fair China Sourcing Fair | - - . :
India Sourcing Fair Korea Sourcing Fair

April 27-30, 2012

Right before Canton Fair

global’/%,.sources b global~sources | _ globalzsources w. global~sources

Fashion Garments & jUnderwear& Garments &

Accessories Textiles Swimwear Accessories
China Sourcing Fair China Sourcing Fair China Sourcing Fair India Sourcing Fair

Improve your sourcing productivity!
View products & suppliers and send inquiries at our exclusive
Online Sourcing Fairs at www.onlinesourcingfair.com before and after the shows

VM12-0113-CSF1204-all shows-The Bulletin-Mar

EXPRESS Pre-register for free entry at: Organized by
m China Sourcing Fairs: www.chinasourcingfair.com/cxdr globalsources
ONLINE India Sourcing Fairs: www.india-sourcingfair.com/cxdw e e g
Korea Sourcing Fairs: www.koreasourcingfair.com/cyhq Tel: (852) 8199-7308
Fax: (852) 8199-7628
Trade only - no one under 18 admitted. Strictly no sample or retail sales. www.globalsources.com
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A Solid Budget

By Jeffrey Lam O 0 O

n his Budget presented to Legco last month,

Financial Secretary John Tsang announced $80

billion worth of relief measures to help ease the
hardships of the public and enterprises. I think this
Budget is worth supporting, because it balances the
needs of people from all walks of life, and helps us
prepare for our future economic development.

I am particularly pleased that many of our
proposals were adopted to help businesses. For
instance, increasing the loan guarantee ratio to 80%
and reducing the annual guarantee fee for loans
under the SME Financing Guarantee Scheme will
help enterprises save up to 70% on the guarantee
fee, compared to the current rate. These and other
measures, such as the profits tax rebate, waiving
business registration fees and halving charges
for import and export declarations will increase
liquidity to help enterprises struggling with the
lingering financial crisis.

Moreover, I am happy to see the government has
adopted our proposal to ask the HKMC to study
the feasibility of establishing a microfinance scheme
in Hong Kong. The scheme, which will be rolled
out this year, would assist people who wish to start
their own businesses or take training courses.

On people’s livelihood, the government used to
pay little attention to the plight of the middleclass.
This year, I am happy to see that the FS announced
a package of tax measures in response to their calls,
such as salaries tax reduction, raising allowances,
extending tax deductions on home mortgages to
15 years, and waiving rates, etc. The pressing needs
of the underprivileged were also not overlooked,
with several relief measures proposed, including
electricity subsidies, waiving two months’ rent for
public housing tenants, providing an extra month’s
allowance to CSSA recipients, allocating funds
to the food assistance services, and injecting $10
billion into the Samaritan Fund.

However, I am disappointed that the
government did not honour its pledge to lower
the corporate tax rate to 15%. In addition, there
is no long-term development plan, given the fact
that the current administration’s term expires on
June 30, and insufficient emphasis on improving
the environment. I hope the new administration
will bear these in mind and introduce a long-term
perspective and groundbreaking initiatives. &
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There is no long-term development
plan, given the fact that the current
administration’s term expires on

June 30, and insufficient emphasis
on improving the environment.
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A Hong Kong Export Credit
Insurance Corporation

SEBEBOGHMRERRKRE

Statutory maximum liability at HK$30 billion
AEREAEHE/300FET

ISR IR S2iE 3t ] s = R 5=

ECIC Introduces Additional Enhanced!Measures
to Help Exporters Grapple with' Downtum

A 4F Rl S TiE
Special Support
Measures for SMEs

MEHRIERREE

Sales-by Cover

P —

REFEER/\WAT - RS AHESRIERE D RRES T
To offer special policy terms and premium discount to companies
with smaller annual business turnover

FRIE AR ED B 2 B /A B L B A th 3 B th g 5h i 35 B A % 4l i
(BIE&EMB 50% Kty ) MFAREERMEEINERNR S

To extend the insurance cover to sales contracts between Hong Kong
companies’ controlled subsidiaries (i.e. ownership over 50%) in
Mainland China or other overseas markets and their local or overseas
buyers

s - ERF/BER2011F12 85 Bt =IENN5E s el - 21BN R -

The ECIC has already introduced three enhanced measures
on 5 December 2011 to support exporters:

HAEREFE

Policy Fee Waiver

REBXRE AR
Free Credit Assessment
Service

MIREHE P FREE R
Expedite Processing Time
of Credit Limit Application

24/pEF 4 EIRIR

Online Policy Application 24-hour Service

NARER201MF12AZ2012F 11 BRER YR ERE —FFE
Waiver of annual policy fee with policy commencement date falling
within December 2011 to November 2012

= E%RE & XA b RBIRE RS

3 free credit assessments and consulting service of buyers

MRFBAI00E BT L THERREHT - TWEIRHERE -
= BASTEEH

Shorten the processing time for credit limit applications for
HK$1 million or less to within 3 days upon receipt of adequate
information

TEEE Tel : 27329988

{8 H Fax: 2722 6277

TEEB Email : freecheck@hkecic.com
#88 Website : www.ec-link.com.hk
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Chamber ATA Carnet Service

for Driving in Guangdong

By Shirley Yuen 0 0 O

he HKSAR and Guangdong governments have
been working for some time on a new scheme,
called the ‘Ad Hoc Quota Trial Scheme for Cross
Boundary Private Cars’ (Self-drive Scheme), to permit
owners of private cars to drive from Hong Kong into
Guangdong Province starting in April. The move
will further facilitate economic, social and cultural
exchanges between Guangdong and Hong Kong.

Obviously there are a number of formalities that
drivers must go through to get their applications
approved, and a full list of application procedures
can be found on the Transport Department’s web
site. As part of this, the Chamber has been tasked
by the Hong Kong Government and Mainland
Customs to issue an ATA Carnet for the Self-drive
Scheme to ensure that cars enter and leave the
Mainland.

An ATA Carnet is an international customs
document that permits goods to be imported into a
country temporarily duty-free. Usually, companies
dealing in expensive merchandise, such as jewellery,
use ATA Carnets. The Hong Kong General Chamber
of Commerce has been the sole authorized issuing
and guaranteeing agent of ATA Carnets in Hong
Kong for the past 37 years. We are the world’s
eighth largest Carnet issuer, and in 2011 we issued
over 6,000 ATA Carnets, covering a total export value
of more than $15.5 billion.

Given our vast experience and expertise in dealing
with this kind of service, we are able to provide a
proven system to facilitate the new scheme. The
conventional ATA Carnet service used for traders
requires some modification to meet Mainland
Customs’ requirements, and we have been working
at full steam with the respected authorities on both
sides of the border to perfect the service. We have
set up a dedicated team to handle this new Carnet
service for the Self-drive Scheme to ensure all
applications are handled efficiently when the scheme
officially comes into effect.

We have also significantly cut the fee for the
new ATA Carnet for Self-drive Scheme, compared
to commercial ATA Carnets, to reduce the cost for
people who need to use a vehicle in Guangdong. &
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We have set up a dedicated team to
handle this new Carnet service for the
Self-drive Scheme to ensure all

applications are handled efficiently.
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With ANZ, you'll find that doing business in China is easier. Our
competitive onshore and offshore Renminbi cash management,
trade and risk management solutions can help you to reduce
funding costs, gain greater price leverage with suppliers and
improve control over currency fluctuations.

Our dedicated Relationship Managers provide deep insights into
the markets where you operate, drawing upon the local experience
of product specialists as well as our extensive connections across
Asia Pacific to develop the right solution for your business.

LR

Banking with ANZ gives you the convenience and security of
dealing with an international bank, with the personalised attention
that your business deserves. To us, your business is not just one of
many and you'll find that we are always willing to go the extra mile
in helping your business to be successful.

To find out more about ANZ, call us today on (852) 3559 6002
(Toll free: Taiwan - 00801 85 6603 or China - 4001 20 082).

anz.com/hongkong
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We live in your world 4/ W5 M=
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Rendered

The government is so flush with money that it is time
the Financial Secretary scrapped charges for business
fees, writes David O’Rear

goooooooooboOooobooooooo ooo

he Financial Secretary’s latest Budget, the one that

failed to anticipate $34 billion in 2010-11 revenues, and

another $34 billion in the fiscal year just now drawing
to a close, is to be praised, at least in part and on one particu-
lar item. As we have been asking for several years, Mr Tsang
decided it wasn’t really necessary to collect some $1.8 billion in
revenue from certain fees and charges.

Well done, sir

Fees, particularly ones related to licensing and registration,
are a convenient means that cash-strapped governments have
found to extract revenue from the economy without raising
tax rates and without taxing things that ought not be taxed. In
the year just ending, Mr Tsang collected a tidy $13 billion in
this manner.

The problem is that ours is not a cash-strapped government.
Indeed, we are flush with too much money in public hands at a
time when the world’s financial system and economic stability
are in grave danger. Since we don’t need the money, the FS now
agrees, why collect it in the first place?

Hear, hear!

Perhaps I might make a few suggestions as to where addi-
tional improvements might be made in this particular area.
Among the one thousand-plus page Estimates for the Year
ending March 31. 2013 (a document only a bureaucrat or
economist would read) are eight pages on the fees and charges
collected by various office of government. Don’t look for land
premium here; these are just, well, fees.

To get a sense of how much is being charged, consider that
the Companies Registry’s $123.1 million revenue is entirely
made up of business registration fees, as is more than 90%

~ee for Services

of the money collected by Customs and Excise; Immigration;
Transport; Buildings Department; Leisure and Cultural Serv-
ices; the Inland Revenue (excluding, of course, mere taxes); the
Office for Film, Newspapers and Article Administration; and
the Intellectual Property Department.

David O'Rear is the Chamber’s Chief Economist. He can be reached at david@chamber.org.hk

00o0000oOo0ooooo0O0O0nooodavid@chamber.org.hkd

16 MARCH 2012 The Bulletin 00 0O




S

All told, about two-thirds of the money extracted from
the economy by way of fees and charges comes from licenses.
Some, such as those for construction waste disposal, are
driven by an important “polluter pays” policy that the
Chamber fully supports. Others, such as a charge for replac-
ing lost ID cards encourage responsibility. Most, however,
are hold-overs from the days when we actually needed the
money.

It doesn’t make sense to stop licensing activities and reg-
istering births, deaths, bankruptcies and business start-ups.

Chewing the Fat

Measuring Up

he World Economic Forum's annual Global

Competitiveness Report ranks Hong Kong as the
11th most competitive economy, significantly behind
Singapore (2nd) and Japan (9th) in Asia, and just two
places ahead of Taiwan. But, haven't we been telling
ourselves (and our visitors) that we're better than that?

As in most analysis, it really matters what's being
measured. Few would be shocked to discover we rank
28th in market size, which knocks a couple of tenths of
a point off our overall score. We hit the podium on
infrastructure (1st) and institutions (2nd), which helps
keep us ahead. But, in things that we don’t do, such as
scientific research, our scores are only mediocre (we
rank 25th in “innovation”).

The oddity is health and primary education, where we
are no better than 27th, behind Barbados, Cyprus,
Estonia, Taiwan and most of the OECD. This portion of
the index measures things where we should shine: the
impact of malaria, tuberculosis and HIV/AIDS, for
example, or infant mortality and life expectancy. Under
education, we could do better on the quality of primary
education, but surely our enrolment rate is top-tier.

We need to pay attention to global surveys such as
these, if only because others do. But, it pays to keep
an eye on what is being measured.

That’s one of the functions of government, and ours does it
better than most. What no longer makes sense is to charge a fee
for this service.

If the best the FS can do by way of reducing government’s
claim on the economy is to narrow the tax base by a further
100,000 to 130,000 salaries tax payers, and increase reliance on
the top 1,000 corporate taxpayers, perhaps he should consider
scrapping the vast majority of the fees charged for living and
working in Hong Kong.

After all, it isn’t as if he needs the money. &
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2012 i EEIRE  fAERRAAMTIRELRINGEFRIRBENEE—F - ECHEINERAERL > A
BXINEERA > BERERS ($2) TERAER

FHERE (D) WERNNERLTH  F2RBRREBHEN 2012 F 2 BafrEERBELNEMH -
HREIESFEN  FEEH LHNEE LS 55  BENEEEHE -
In the 2012 Legislative Council Election, all electors willhave one vote for a geographical constituency

and one vote for a functional constituency. Registered functional constituency electors may change
their registration to become electors for the District Council (second) functional constituency.

For details of the registration arrangements for the District Council (second) functional constituency,
please refer to the letter sent out to all electors by the Registration and Electoral Office in February 2012.

In case of wrong delivery, please tick the appropriate box on the envelope and return it to the
Registration and Electoral Office.
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&z Enquiries: 2891 1001 431k Website: www.voterregistration.gov.hk Registration and Electoral Office
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Benefits Expected from
VAT in Shanghai
0000000000

China’s new VAT Pilot Programme is expected to be rolled out in Beijing and Shenzhen next. The Bulletin speaks
with Peter Law, Senior Manager, Tax Advisory Services, Mazars CPA Ltd, for Shanghai, about the pros and cons of
the new law
00000000000000000000000000000000000000000000000000000000000000
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Q: What changes will business face with the introduction of the
VAT Pilot Programme?

Peter Law: For years, the business tax regime has been criticized
for gradually increasing the burden of taxpayers. It is because
there are generally no circumstances where deductions are
allowed for tax paid by the taxpayers (with only a few excep-
tions). However for VAT, deductions are allowed and in some
cases taxpayers can shift some of the tax burden to their custom-
ers. It’s a big change. The procedures of issuing VAT invoices are
entirely different from the old practices. It may take time, but in
the long run, it can be beneficial to all parties.

Q: Are Shanghai businesses having problems with the new VAT
Pilot scheme? If so what are the kind of problems they are
facing?

PL: The announcement of this pilot programme was made in
mid-November 2011 and the implementation effective from
January 1, 2012, which is a little rushed for both tax offices.
Problems include the time it takes to amend their accounting
system and becoming familiar with the new VAT rules. Any
other uncertainties on implementation issues that are not
covered in the already issued rules and regulations are being
handled by the SAT.

Q: What seems to be the biggest problem?
PL: The overall plan for VAT is well known by businesses and
accounting firms in Shanghai as the local tax department
has been hosting Seminars across the city continuously
since November. However, one uncertainty we have
found is in the subtleties regarding “how to define
a service” as VAT covers many different types
of service. Some uncertainty exists both
at local tax office level and among busi-
nesses, so this will need a little more time
to be resolved.

The implementation of rules covering
the “Zero Tax” treatment, which applies for
those service and consulting companies exporting
their services to overseas customers has also yet to

10 MARCH 2012 TheBulletin 00 00O

be clearly defined, so this we hope will also be cleared up soon
as it is an attractive advantage of VAT.

Q: Among the service industries affected by the new VAT pro-
gramme, are there any industry sectors that are more affected
than others?

PL: Transportation industries may benefit more. They have to
incur large amounts of input VAT (such as acquiring vehicles
and fuel). In the past, they were unable to set this off against
the output VAT. As a VAT payer, they are able to make VAT
claims which can dramatically reduce their tax liabilities.
Freight forwarders can more easily claim tax deductions under
VAT rules than they can on their net income basis under the
old business tax regime.

Q: Who can expect to benefit most from the new VAT pro-
grammed? What will those benetits be?

PL: Both service providers and service recipients
would benefit. If the service recipients are
already general VAT payers e.g. manufactur-
ing firms, they are able to off-set output VAT

with input VAT paid. In the past, they could
only claim costs against taxable income for
income tax purpose.

Q: Can you give an example of a business
benefitting from the new VAT rules?
PL: Actually, the VAT tax system
makes the consulting and service
industries of Shanghai more com-
petitive than their competitors in
Beijing, for example. For exam-
ple, consulting service providers
for manufacturing clients can now
provide a VAT invoice that allows
for deductions. This is why Beijing
and also we believe Shenzhen, have
filed applications to be the next cities
to participate in the pilot scheme. &
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.. the VAT tax system makes the consulting and
service industries of Shanghai more competitive

than their competitors in Beijing, for example.
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China’s VAT Questions Answered

Chamber member Deloitte has compiled some of businesses’ more
pressing questions on Shanghai’s VAT reform pilot programme.
000000000000000000000000000000000000000

Q: As a Chinese Holding Company (CHC) registered in Shang-
hai under the Value-added Tax (VAT) Pilot Programmeme, do
we need to adjust our current pricing policy in respect of serv-
ices provided to our subsidiaries?

A:You may consider the need to do that. As far as we are aware,
it is common practice for CHCs to adopt a cost plus method
to charge the subsidiaries for the bundled services provided,
which typically include marketing, IT support, financial
reporting, HR and legal support services, etc. Under the Pilot
Programme, the operating income and taxes in relation to the
provision of VAT-able services will be accounted for in a differ-
ent manner compared with that before January 1, 2012 when
Business Tax (“BT”) applied. As a result, the actual profit mar-
gin of those services may vary from what was expected under
the previous pricing policy. The CHC should review inter-
company pricing, and make adjustments when necessary to
adhere to the arm-length transfer pricing policy.

The CHC should review inter-company
pricing, and make adjustments when

necessary to adhere to the arm-length
transfer pricing policy.

Q: As a law firm, we have not received any notification from
the tax authority till today. Can we assume we are not affected
by the VAT Pilot Programme?

A: No. Firstly, law firm’s operation activities do largely fall under
the Pilot Programme. The reason for the delay is probably that the
tax authority is contacting pilot taxpayers in batches to complete
the approval and registration process. In this case, your company
should still get ready for the Pilot Programme. For those com-
panies who are still uncertain about whether or not they will be
covered by the Pilot Programme, it is strongly recommended to
communicate with relevant authorities proactively.

Q: We were entitled for some local finance subsidies in Shang-
hai before January 1, 2012. WIill there be any change to the

12 MARCH 2012 The Bulletin 00 0O

entitlement of the subsidies under the Pilot Programme?

A: To ensure a smooth implementation of the VAT Pilot Pro-
gramme, the circular Caiyu [2011] No. 538 confirms that the
allocation of tax revenue between the local and central gov-
ernments shall remain unchanged after January 1, 2012 and
the Shanghai government is entitled to the portion of VAT
revenue equalling to those when BT applied. In this connec-
tion, we do not expect to see major changes to the financial
subsidy policy of local government during the pilot period.
Still, it is advisable that the company confirm with local gov-
ernment authorities proactively for finance subsidy matters.

Q: We have completed the consulting service in 2011 and
paid BT on the full amount of service fee accordingly; how-
ever, the service fee needs to be partially refunded in 2012 due
to the service quality issue. What should we do?

A: According to Caishui [2011] No. 133, the pilot taxpayers
should apply for BT refund for the aforementioned situation.
It is advisable that the taxpayer communicate with the rel-
evant authority to get a better understanding on whether or
not the BT refund application procedure after 2012 will be
different from what it was in 2011.

Q: Our staff in the finance department have already attended
the training organized by tax authorities in terms of the VAT
Pilot Programme. Is it necessary for the management or
other staff in the company to be familiar with the content of
the programme?

A: Yes. The Pilot Programme brings new requirements or
changes to the affected taxpayers in the aspects of tax filings
and accounting entries. Moreover, it may impact sales/pur-
chase price negotiation, renewal of sales/purchase contract,
adjustment in internal control policy, ERP system update,
and so forth.

Q: After January 1, 2012, how should pilot taxpayers calculate
and pay the surcharge taxes, including Urban Maintenance
and Construction Tax (“UMCT”), Education Surcharge
(“ES”), local education surcharge (“LES”), and other local
levies with respect to the VAT-able service?

A: Generally the above surcharges are imposed on the total
VAT, BT and Consumption Tax payable by the taxpayers.
Under the VAT Pilot Programme, the surcharges continue
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to apply. In Shanghai, the surcharges mainly include UMCT
(1%~7%), ES (3%), LES (2%) and river management fee (1%).
Note that the calculation of the above surcharges with respect
to the VAT-able services is based on the actual payment of VAT
made by taxpayers.

Q: The tax authority notified us to use the “Thousand-Yuan
Special VAT invoice.” What does that mean?

A: The maximum of the invoiced amount for each special VAT
invoice shall be assessed by the tax authority. For example,
a “Thousand-Yuan invoice” is a special VAT invoice whose
maximum amount of the total sales/service fee, excluding
VAT output, to be shown on the invoice must be less than
RMB10,000. The company may need to communicate with
the in-charge tax authority about the purchase of special VAT
invoices and the assessment of invoicing limit based on its
business needs.

Q: We learnt that certain tax incentives may apply if we pur-
chase the special VAT invoice issuing devices. What are those
incentives?

A: Article 2 of Guoshuifa [2000] No. 183 provides that starting
from January 1, costs or expenses incurred in purchasing the
equipment for the VAT anti-counterfeit tax control system, as
well as general devices, may be fully deductible for Enterprise
Income Tax purpose in the current period. In addition, the
amount of VAT input stated in the special VAT invoice which is
issued by the equipment supplier could be credited against the
VAT output of the buyer.
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The equipment for VAT anti-counterfeit tax control system
includes the gold tax control card, IC card, and card reader.
The general devices refer to the computer and printer fitted in
the VAT anti-counterfeit tax control system.

Q: Is there any update with regard to VAT treatment of VAT-
able services provided to overseas by pilot taxpayers?

A: Yes. On December 29, 2011, the Ministry of Finance and
State Administration of Taxation jointly issued a circular
Caishui [2011] No. 131 to address VAT concessions of VAT-
able services provided to overseas entities.

In general, all VAT-able services under the Pilot Programme
provided to overseas organizations can enjoy VAT exemption
treatment. Further restrictions may be imposed in some situ-
ations to determine the eligibility for the exemption treatment.
For instance, attestation services with respect to domestic
goods or real properties cannot be exempt from VAT.

In addition, general VAT taxpayers in the Pilot Programme
may be exempt from VAT and claim for refund (i.e. “zero-
rate treatment”) in respect of some services (e.g. R&D serv-
ices) provided to overseas entities. The administration details
regarding the VAT refund are yet to be announced.

Shanghai tax authorities are expected to issue the imple-
mentation details of Circular 131 in the near future and there-
fore, it is advisable for pilot taxpayers to closely monitor its
development. &

While every care has been taken to ensure the accuracy of the above
information, companies should seek advice from professional advisors.
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Around 98% of all businesses in Hong Kong
are SMEs. While they may be small
individually, combined, they represent the
backbone of our economy. This month,

The Bulletin talks with Chairman of the
Chamber’'s SME Committee, Dr Cliff Chan
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Face to Face with

The Bulletin: Why is the SME Committee one of the most
vocal committees in the Chamber?

Cliff Chan: One of the main reasons is that around 70% of
Chamber members are SMEs. Many of them also have prob-
lems or concerns about doing business, so they look to the
Chamber for help and opportunities. They also want the
Chamber to present their views to government on polices that
are affecting them.

B: What is the committee’s main appeal for members?

CC: Basically, the networking and social interaction aspects
of the committee are big attractions. People are interested
in getting to know each other, sharing their experiences, and
learning from others. People are also concerned about govern-
ment policies and want their voice to be heard by government.
Individually, they know no one listens to SMEs, but collec-
tively they can have a direct voice to government through the
Chamber.

Dr Cliff Chan

B: Committee members come from a diverse range of industries;
how difficult is it to decide on which issues to follow up on?

CC: Their opinions and needs are very different, which is why
it is important for the Chamber to collect all ideas and mas-
sage them into workable proposals that can be put to the gov-
ernment. We have been quite successful in this regard, and
some of our proposals were extremely important in helping
businesses, such as the Loan Guarantee Scheme in 2008, when
banks froze all lending.

B: What are SMEs’ top three concerns at the moment?

CC: One is the crisis in Europe, which his hurting businesses.
The other is the competitiveness of Hong Kong as a whole. In
the past five years, the government’s Budget has focused on
distributing wealth and social programmes. As a result, very
little effort has been spent on improving our competitiveness.
That is now starting to hurt Hong Kong.

For example, our GDP per capita in the past five years has
hardly moved. But when you look at Singapore — not to men-
tion Mainland cities — their GDP per capita has been growing
at a much higher rate than Hong Kong.

B: What are the reasons behind that?

CC: The high cost of doing business here is one issue. Rental
costs are going up because there is not enough land supply, so
even if you manage to grow your business, the rental goes up
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SMEs’ opinions and needs are very different, which is why it is important for the Chamber to

collect all ideas and massage them into workable proposals that can be put to the government.
0000000000000000000000000000000000000000000000

so much every year that you are basically standing still. Also
the minimum wage is pushing up the cost of doing business,
so SME:s are really feeling a lot of pressure.

B: Market demand basically dictates costs, so what do you sug-
gest the government could do to improve our competitiveness?
CC: It could reduce the profit tax. If you remember when times
were tough for the government, they asked business to pay
more tax on the understanding that it would be returned to
15% when things improved. We agreed, but even now, when
the government has so much money that they don’t even know
how to spend it, they still refuse to reduce the tax rate. That is
unacceptable.

On the cost of doing business, we don’t like to see unneces-
sary paperwork. We now have the minimum wage, and now
the government is talking about maximum working hours,
then the competition law. All these extra layers of administra-
tive procedures are making life very complex and expensive for
SMEs.

B: The government believes the competition law will help
SMEs. What is your take on that?
CC: The government’s view is that it is supposed to favour
SMEs, but because the law is very complex, we are afraid that
we will have to get legal advice if we find ourselves in difficulty.
That will be very costly, especially when we use every dollar we
make to keep our businesses running.

Everyone wants to abide by the law, but at this moment, the
way the competition law is written, there are so many uncer-
tainties and many of the definitions are unclear, even for law-
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yers. SMEs are also concerned that big corporations, who have
all the legal advice they could wish for, could make use of that
law to push out SMEs who do not have the financial resources
to fight a case.

B: Would lowering tax have much of an impact, given that
around 90% of businesses don’t pay any tax?

CC: Every measure to make Hong Kong more competitive
helps. For example, we welcomed the move to abolish import
tax on wine, which prompted a lot of companies to enter the
wine business. As a result, Hong Kong has become a wine dis-
tribution hub. By lowering the cost of businesses’ operations,
you are actually increasing the competitiveness of all SMEs in
this city. That is good for employment, and eventually a good
source of more profits tax for the government.

B: Are SMEs getting soft, and always looking for government
handouts?

CC: The government is not helping SMEs that much. Two
or three years ago we had the SME Export Marketing Fund,
which companies could use to claim back up to 50% of their
promotional activities overseas. That was actually very help-
ful for SMEs. Similarly, the employee education fund was also
useful, but that too has been scrapped.

B: What about the $1 billion fund to help SMEs expand in the
Mainland?

CC: If that scheme requires a lot of bureaucracy to apply for
funding, companies simply won’t bother with it. Ideally, it will
be run like the matching fund wherein SMEs present their
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SME Committee

gboooooog

The SME Committee looks into issues, government
policies and legislation having a bearing on the
well-being of small and medium enterprises. The
committee is a major voice in the Chamber promoting
the development of SMEs as a major employer group
and driving force of the local economy.
goboooobooooooooooooobooooooboooo
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gooooooooooooo

receipts from trade shows and other marketing activities, then
the government will match half of that amount.

SME:s are very adaptive, and react very fast. What that means
is that we don’t have much paperwork. If the boss thinks it is a
good idea, we just go ahead. But for big corporations, they have
to work through layers of paperwork. If this scheme to help
businesses break into the Mainland market snows companies
under piles of paperwork, then not many SMEs will apply.

B: What measures would directly help SMEs?
CC: As I mentioned, first reduce profits tax. Second help SMEs
on the training and marketing side. The government also
talks a lot about companies being more innovative to
make them more competitive. If they could make the
taxation system more conducive to that, companies
would respond. For example, our company spends over
10% of our revenue on R&D, which we cannot claim
back. In almost every country, companies can deduct
all of their R&D expenses when filing their taxes. &
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Social Security Requirements for
Foreigners Working in Mainland China
J000000000000d

Companies with foreign employees working in the Mainland should review the implications from both
cost and administrative perspectives of new social security laws, write Sam Pang and Christina Cheung

gbobooboobooooboooobobobobobooobooobobobon

he rising cost of Chinese labour

is an increasing concern for many

businesses — multinational com-
panies in particular — with operations
in Mainland China. One aspect of this
that is attracting some attention is the
new social security requirements in the
Mainland.

Since October 15, 2011, foreigners
working in the Mainland are required
to participate in the country’s social
security system, according to the China
Social Security Law issued in October
2010 and the supplementing Provisional
Measures for the Expatriate Employ-
ees Making Social Security Contribu-
tions in China (Provisional Measures)
issued in September 2011. Significant
concerns have been raised among com-
panies and foreign employees given the
uncertainties of the implications of the
new requirements, the lack of detailed

implementation rules, the variation of
local practices and more importantly,
the potential costs to both employers
and employees.

Recent developments

Following the issuance of the Law and
the Provisional Measures, a notice, Ren-
shetingfa [2011] No. 113, was issued by
the Ministry of Human Resources and
Social Security (MOHRSS) in December
2011, providing further guidelines on how
the requirements will be implemented.
The notice was first cited by a district level
social security bureau in Beijing, but was
not formally published to the public until
it was released on the official website of
the MOHRSS on January 17,2012.

The notice provides certain clarifica-
tions of the social security requirements
for foreign employees, the key points of
which are:

goboogoog

a. For those qualified foreigners working
in Mainland China before October
15,2011, the social security contribu-
tion should commence from October
15,2011. No surcharge will be levied
if registration and contribution were
completed during the period from
October 15 to December 31, 2011.
Failure to have done so will incur a
late payment surcharge (0.05% per
day, per individual of the contribu-
tions over due) calculated from Octo-
ber 15, 2011.

b. For those qualified foreigners who
began working in China after Octo-
ber 15, 2011, the social security reg-
istration and contribution should
commence in the month the foreign-
ers commenced their employment in
the Mainland.

Under the Provisional Measures,
certain exemptions would be allowed

City Beijing Shenzhen Shanghai
Social Employee's Employer's Employee’s portion Employer's portion Employee's | Employer's
insurance portion portion Shenzhen non-Shenzhen Shenzhen non-Shenzhen portion portion
items Resident Resident Resident Resident
Pension 8% 20% 8% 8% 11% 10% 8% 22%
Medical 2% (basic) 9% (basic) 2% 2% 7% 7% 2% 12%
+RMB 3 + 1% (Comprehensive  |(Comprehensive | (Comprehensive (Comprehensive
(supplementary) | (supplementary) Medical Insurance)|Medical Insurance)| Medical Insurance) | Medical Insurance)
Unemployment |0.2% 1% 0% 0% 1%x number 1% x number 1% 1.7%
of employee x 40% | of employee x 40%
Maternity 0% 0.8% 0% 0% 0% (inclusive in 0% (inclusive in 0% 0.8%
Medical Insurance) | Medical Insurance)
Work-related 0% 0.2% - 2% 0% 0% 0.5% - 2.25% 0.5% -2.25% 0% 0.5%
injury
Current ceiling 12,603 Pension, medical: 12,615 11,688
for monthly Unemployment: 4,205
salary base
for contribution
(RMB) (Note2)

Note 1: Please note that the above contribution rates and monthly salary bases for contribution are applicable as of January 31, 2012.
Note 2: The ceiling for monthly salary base for contribution in different cities will be adjusted on a yearly basis.
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for foreigners from countries / regions
that have signed totalization agreements
with Mainland China, which govern the
avoidance of dual payment (currently
only Germany and the Republic of
Korea), subject to the provision of sup-
porting documents such as certificates
of coverage issued by the authorities of
the agreement countries.

Frequently asked questions

The actual implementation of these
new social security requirements for for-
eigners may vary by location. Here are
some of the common questions many
multinational companies have raised:
Given that the grace period to December
31, 2011 for retrospective social security
contributions for the period from Octo-
ber 15 to December 31, 2011 as stipu-
lated in the notice has expired, would
there be any late payment surcharges or
penalties levied for retrospective pay-
ments?
The implementation of the notice has
yet to be seen in practice. Companies
are advised to discuss with the local
authorities before arranging registration
and contribution for foreign employees.

Are residents of Hong Kong, Macau
and Taiwan subject to the new require-
ments?

It remains uncertain whether the resi-
dents of Hong Kong, Macau and Taiwan
will be subject to the new requirements
the same as foreigners. There were infor-
mal comments from some local authori-
ties that the new requirements would not
cover residents of Hong Kong, Macau
and Taiwan, but we recommend that
companies check with the local authori-
ties for their interpretation.

What are the social security categories and
contribution rates which employers and
foreign employees are subject to?

While the intention of the law is to pro-
vide foreigners working in Mainland
China pension, medical, work-related
injury, unemployment and maternity
benefits similar to those for Chinese
citizens, there may be local variations in
practice. For the contribution rates, in
general, it should be the same as those
for Chinese citizens. Please refer to table
on left for the existing employer and

employee contribution categories and
rates for local Chinese in some major
cities for reference.

Is there any refund of the contributions
if a foreign employee leaves China?

In general, the balance maintained in
the individual’s account which was been
contributed by the individual can be
refunded, while the company’s contribu-
tion may not. The detailed procedures
for claiming the refund have not been
clarified by the relevant authorities

Have companies started social security
registration and contributions for for-
eign employees in China?

Many companies, especially those in
Beijing, have already initiated the regis-
tration and discussed the contribution
arrangements with the local bureaus.
However, there are also companies
adopting a “wait and see” approach for
the moment.

Next Steps

Considering these new social security
requirements, it is essential that compa-
nies with foreign employees working in
China urgently review the implications
from both cost and administrative per-
spectives, and keep abreast of any fur-
ther developments. ¥

The Bulletin 0 0 00 MARCH 2012 25

© BOWIEI5 | DREAMSTIME.COM



| China in Focus 0 00O

oooooobooOoooooobooo
D oooooobooOoooooobooo
oooooooOooooooobooo
ooooooooooooono
0201101001500 0 0 0O 20100 100 O
gobooboooOoOoooboozo011090000
pooooooooooooOoobbooOoo
gobooOobooOoooOobooOobooOoooo
pgooooooooOoooOoOoobboonoo
pgooooooooOoooOoOooboboonoo
poooooooOooooOoOooboboonoo
gooooOobooooboooooo

a. 20110100150 00000000000
goboboooooooOooooz011010
Oi1s0000000002011010015
00120310 000000000000
goboooooooooooboooon
20110100150 00000000000
ooo0oO0ooo0o.05%00

b. 20110100150 00000000000
0o0o0000o0o0oOoooooooooo
goooooooooboo
gooooobooooooboooboboo

0000ooO0oOooo/oo0ooooon

Companies with foreign employees working in China
should urgently review the implications from both cost
and administrative perspectives, and keep abreast of any

further developments.
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The 37 Emerging Markets 37000000000
Country/Market 0 0/0 O

Region OO

Asia
oo
The Middle East
oo

Africa
oo

Eastern Europe
oo

Latin America
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Argentina, Brazil, Chile, Mexico, Colo

India, Malaysia, Thailand, Vietnam, Indonesia, Sri Lanka, The Philippines, Bangladesh:’akistan
000000000000 00000000000000000000000000

Israel, Kuwait, Saudi Arabia, United Arab Emirates, Oman, Jordan, Lebanon
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Egypt, Kenya, South Africa, Morocco, Tunisia, Nigeria
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Czech Republic, Hungary, Poland, Russia, Turkey, Romania,
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ECIC Introduces Additional Measures to
Help Exporters Through the Downturn

Joboodtbbd

he Financial Secretary announced in his Budget Address

on February 1 the introduction of new terms for insur-

ance policies for SMEs and the extension of sales-by pol-
icy launched in March last year. In response to this, the Hong
Kong Export Credit Insurance Corporation (ECIC) launched
four additional measures on February 6 to assist Hong Kong
exporters, especially SMEs, to seize opportunities in traditional
and emerging markets under the uncertain global economic
and trade prospects.

Willy Lin, Chairman of the ECIC Advisory Board said glo-
bal trade market is being affected by the bleak outlook of the
European and U.S. economies, which is adding to the business
challenges for Hong Kong exporters.

“In light of rising operational costs and credit risks, SMEs’
demand for risk protection has been burgeoning,” he said.
Therefore, the ECIC, has introduced four additional enhanced
measures to assist Hong Kong enterprises, especially SMEs,
weather these difficult times.”

The new measures include special policy terms and pre-
mium discounts for Hong Kong’s small- and medium-sized
exporters, or policyholders with an annual business turnover
of less than HK$10 million. Double premium discount will
be provided for exports to 37 specified emerging markets (see
table). These measures will last for one year.

The ECIC will also further extend policy cover, subsequent
to the extension in March 2011, to allow Hong Kong compa-
nies to apply for policy cover for sales contracts between their
majority-owned subsidiaries in Mainland China or other over-
seas markets and its local or overseas buyers.

ECIC introduced three enhanced measures on December 5,
2011 — policy fee waiver for one year, free credit assessment
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service, and the shortening of processing time of small credit
limit applications — in response to SMEs’ needs.

“We believe the additional enhanced measures not only
will help SMEs reduce their costs, but also better protect the
interest of Hong Kong exporters and assist enterprises in
maintaining their competitiveness, as well as explore over-
seas and domestic markets,” Ralph Lai, Commissioner of
ECIC, said. &
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Enjoy quality sourcing at the

uality sourcing opportunities await buyers
at the China Sourcing Fairs’ Spring edition
staging in three phases form April 12 to April
30, 2012 at AsiaWorld-Expo, Hong Kong. The
bi-annual Fairs are set to launch new pavilions, keeping
its 100% industry-specific focus and professional
assembly of exhibitors from Greater China and other
emerging Asian supply hubs.

The event kicks off with over 3,600 booths at the China
Sourcing Fairs: Electronics & Components and Security
Products, plus the Korea Sourcing Fair: Electronics &
Components on April 12 to 15.

Beginning this year, the Solar & Energy Saving Products
Fair moves to the second phase on April 20 to 23 and
is co-located with other gift- and home product-related
tradeshows - the China Sourcing Fairs: Home Products,
Gifts & Premiums, Christmas & Seasonal Products, Baby
& Children’s Products and Medical & Health Products.
Together with the India Sourcing Fair: Home Products
and the Korea Sourcing Fair: Gifts & Premiums, these
eight shows under one roof will feature over 2,300
booths!

The event concludes with 1,300+ booths of the latest
fashion must-haves at the China Sourcing Fairs: Fashion
Accessories, Underwear & Swimwear and Garments
& Textiles plus the India Sourcing Fair: Garments &
Accessories on April 27 to 30.

All 15 exhibitions will be held at Hong Kong’s premier
sourcing venue, AsiaWorld-Expo.

See these products at the Fairs!

Electronics & Components

Computer peripherals, computer terminals, networking
products, personal digital electronics, consumer
electronics & accessories, home entertainment &
equipment, electronic components, interconnection

technology, power supplies, in-car electronics, GPS,
telecom products & wireless, smartphones, iProduct
accessories, bags & cases and tablet, mobile device &
accessories

Security Products

CCTV & digital surveillance, access controls & RFIDs,
alarms, home & system integration and fire & safety
products

Korea Sourcing Fair: Electronics & Components
Consumer electronics & accessories, home entertainment
& equipment, personal digital electronics, telecom &
wireless products, mobile phones & accessories, in-car
electronics, audio equipment & accessories, computer
terminals & peripherals, electronic components, opto-
electronics, networking products and more

Solar & Energy Saving Products
Energy-efficient lighting & accessories, solar- & wind-
power products and LED displays & commercial lighting

Gifts & Premiums

Sports & event gifts, electronic premiums, watches &
clocks, stationery & paper, qifts, trinkets & jewelry boxes,
general gifts, promotional iProduct accessories and
souvenir items

Home Products

Kitchenware & tableware, bakeware & cookware, wine &
bar accessories, glassware & ceramics, petcare products,
bathroom accessories, home décor, home textiles, home
appliances (new), decorative lighting (new), outdoor
furniture & decorations, sports & leisure and sports bags &
travel goods

Baby & Children’s Products

Garments, bedding, furniture, safety products, care & bath
products, feeding products, travel products, footwear,
fashion accessories, bags, toys, games & puzzles, masks
& costumes and outdoor play equipment
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Medical & Health Products
Personal care products, health & wellness, home medical
equipment & supplies, spa equipment & supplies and
beauty & cosmetic products

Christmas & Seasonal Products

Christmas decorations, Christmas ornaments, Halloween
decorations, holiday lights, party decorations, Easter
decorations, Christmas trees, Christmas stockings, party
favors and Valentine’s day decorations

India Sourcing Fair: Home Products

Metalware, glassware, kitchenware, home décor, coir
products, steel & plastics, home textiles, arts & crafts,
leather products and furniture

Korea Sourcing Fair: Gifts & Premiums

General gifts, electronic premiums, stationery & paper,
sports & gifts, Christmas & seasonal, travel goods, gift
wrap & accessories, souvenirs, arts & handicrafts, health
& beauty supplies and more

Fashion Accessories

Casual & fashion handbags, evening bags, leather bags,
hair accessories, headwear, fashion jewelry, scarves &
shawls, fashion belts, fashion footwear, gloves & mittens,
socks and umbrellas

Garments & Textiles

Ready-to-wear garments, sports/casual wear, children’s
wear (new), sweaters & knitwear and fabrics, lace &
trimmings

Underwear & Swimwear
Underwear, swimwear & beachwear and sleepwear

India Sourcing Fair: Garments & Accessories

Casual & fashion handbags, evening bags, leather bags,
hair accessories, hats & caps, sunglasses, fashion jewelry,
knitted accessories, ties, scarves & shawls and more

Wide assembly of professional, emerging suppliers

Meet and do business directly with a distinctive group
of private manufacturers from Greater China and other
emerging Asian supply hubs. The Fairs feature more China-
based manufacturers than any other show in the region,
allowing you to cut out the middleman, save negotiation
lead time, lower your sourcing cost and increase your
profits.

Complimentary on-site services

Take advantage of the Fair’s free seminars at the
Conference Program, free refreshments at the Wine &
Cappuccino Bar and free Internet at the Buyers’ Lounges.

Well-located sourcing venue

AsiaWorld-Expo is only a minute by Airport Express Train
from the Hong Kong International Airport. From downtown
Central, reach the venue in only 30 minutes. The world-
class exhibition ground also assures you of a comfortable
China Sourcing Fair visit with a wide selection of modern
amenities.

Pre-register to get your FREE entry badge to the Fairs!

Sign up now at www.chinasourcingfair.com/hk
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Poised for Rapic

Growth In Asia

A strong network of dedicated partners, combined with a broad portfolio of products, has positioned
Grandtag Financial Group well to withstand the economic turbulence emanating from the sovereign debt

crisis in Europe, writes Fion Chui

gbobooboooooobooooboboboboboooboooooooboboobobobobobOooooo

ong Kong-based Grandtag is no stranger to tough

times. The fast-growing international financial prod-

uct provider was established in 1999, when the SAR
was going through a very painful economic restructuring
in the wake of the Asian Financial Crisis. Originally a B2C
company, it changed its business model to B2B following the
deadly outbreak of SARS.

“My partners and I recruited four sales consultants to pro-
vide financial advisory services when we started the business.
In 2003, with SARS, no one wanted to meet anybody, so many
independent financial advisory firms went out of business,”
Grandtag CEO Jameson Leung explained. “We had zero busi-
ness in Hong Kong for six months after the SARS outbreak. It
was a tough period.”

The crisis forced the four founding partners to rethink their
business strategy, and seeing a niche in the underserved B2B
international financial product provider business, they redrew
their business map. But the transformation was not without
its challenges.

“Some copycats, who represent the same insurance com-
pany that we represent in Hong Kong, approached our sales
channels in Taiwan by offering them higher commission for
selling similar products. We lost some sales channels that look
at the price more than the service. Nonetheless, we believe
the key to success is offering outstanding long-term services,”
Leung stressed.

Another challenge for the company was maintaining the
quality of its sales channels. All new sales channels staff need
to undergo a three-day training programme in Hong Kong
to ensure they have the financial knowledge to deliver quality
services. They also receive extended training once a quarter to

Jameson Leung, CEO of Grandtag Financial Group, bought the “God of wealth”
calligraphy couplet with the chop of Hong Kong Chief Executive Donald Tsang, who
was called the “God of Wealth” when he was the Financial Secretary of the HKSAR.

“I think this has been very good Fung Shui for our company,” said Leung.
0000000000000000000000000000000000000000000000
0000000000000000000000000000000000000000000000
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make sure they are up to speed on the latest financial products,
he added.

Product portfolio

The growing appetite for international financial products in
Asia has enticed local independent financial advisors (IFA) to
diversify their product offerings.

“The local financial products that an IFA, say in Thailand,
can offer may not be able to satisfy the demand from their cli-
ents. That is where Grandtag excels. We can offer a wide range
of products from financial advisory services to asset manage-
ment to insurance,” he said.

Some 95% of the products that it offers are from inter-
national mutual fund companies, insurance companies and
banks, while the remaining 5% are its own products. For exam-
ple, some international financial products may not be regis-
tered in a certain country. Therefore, if someone in that coun-
try is interested in taking up a certain investment or insurance
product that they cannot buy at home, they can to fly to Hong
Kong to sign a contract.

“Currently, about 75% of our Asian clients fly to Hong Kong
to buy such international financial products. We offer them
first class accommodation and services when they are here,” he
explained. “That is where we stand out from the others. Our
services extend far beyond financial products.”

Market outlook

With 2012 expected to remain unstable from the lingering
effects of the global financial crisis, Leung is nonetheless full
of optimism.

“Investors are now more skeptical about their investments,
especially after the European debt crisis. Even sovereign bonds,
considered as safe haven investment, are no longer classified as
a safe asset,” he explained. “Therefore, the challenge for inves-
tors is how to build up their wealth with the right investment
tools.”

Investors remain willing to take calculated risks when buy-
ing financial products, but the financial crisis has taught them
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the importance of better understanding the products and
associated risks.

“Investors are now more inclined to seek professional
financial advice,” he said. “Therefore, we have allocated more
resources to our research department, which produces regular
reports to our financial advisors who pass on this information
to their clients.”
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In the long term, Leung expects financial markets will fare
well on the back of a recovering U.S. economy and the fast-
growing emerging markets. He suggests investors should look
more closely at the U.S. real estate market, which is grossly
undervalued. He also believes the fast-growing emerging mar-
kets will perform well, which are increasingly seen as an engine
for world growth.
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Mainland China is also another high-growth market for
international financial products.

“The growing middleclass in China have limited global
investment opportunities. The richer the Chinese become,
the broader their demand for financial products and services
becomes. We are well' positioned and ready to serve the bur-
geoning demand from the Mainland,” Leung said. ¥&
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Asia’s

me of Youth
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Attitudes of young people entail more than just youthful enthusiasms, but instead,
herald higher expectations for political and economic institutions, writes Mark Clifford
00000000000000000000000000000000 000

hat will Asia look like in 2020?
If the young Asian contestants
in the Asia’s Challenge 2020’
essay prize have their way, there will be
a lot more transparency and account-
ability. Governments and companies a
decade from now will be far more re-
sponsive to their citizens and customers
than they are today. Throughout Asia,
there will be less corruption, less poverty
and greater social equality. Asians will
have more — and better — education and
health care. There will be an increasingly
unified sense of regional identity.
The‘Asia’s Challenge 2020’ contest was
sponsored by the Asia Business Council
in partnership with Time and the Lee
Kuan Yew School of Public Policy at the
National University of Singapore. We
asked young Asians to tell us what they
felt was the biggest single challenge fac-
ing Asia over the next decade and what
should be done to solve this problem.

Co-author Janet Pau and I drew on ex-
cerpts from more than 80 of the nearly
400 essays submitted to the contest as a
way of gauging young Asians’ views on
education; inequality; demographics;
environment; governance; geopolitics;
and Asian identity.

The most striking common theme is
a massive generational shift in looking
at the world, one that reflects Asia’s in-
creased prosperity and self-confidence.
Young Asians’ expectations — material
and political — are high and rising. Sin-
gapore’s Poh Wei Long warns that “atti-
tudes toward work and life may be anti-
thetical” to older generations’, and young
Asians “are not keeping mum about it, at
least in the blogosphere.” In short, Asian
living standards are rising, but expecta-
tions are shooting up even faster.

Grandparents of the Tiger Cubs,
as we call this rising generation, lived
through war and revolution. They knew

hunger and political upheaval. The
grandparents’ generation was born at a
time of global depression and grew up
during World War II. Following the war
was a period of continued upheaval, as
countries shucked off colonial chains,
sometimes peacefully, sometimes vio-
lently. Indeed, it’s remarkable to think
that in 1945 — within living memory of
the Cubs’ grandparents — almost every
country in Asia, except Japan and Thai-
land, were colonized and/ or in the midst
of a civil war.

The Tiger Cubs’ parents were the
workers who made what we now call the
Asian miracle. This was the greatest eco-
nomic boom in history, half-a-century
of super-charged economic growth that
pulled hundreds of millions of people
across Asia out of poverty. The Tiger
Cubs’ parents were the muscle that made
this happen — for it wasn’t a miracle, of
course, but the result of blood, sweat

Mark L. Clifford is executive director of the Hong Kong-based Asia Business Council and co-author of
Through the Eyes of Tiger Cubs: Views of Asia’s Next Generation
ooo0ooo0oooOo0oOo0oooOoO0ooOoO0o0oOoO0oOoOO0bOO0OOoOOO0boOO00
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and tears. The ‘Asian miracle’ melded
good economic policies, a favorable
global political climate that was open
to freer trade, and a hard-working and
increasingly productive work force. The
Tiger Cubs’ parents didn’t have time for
thinking about grander issues — they
were too busy trying to make a living
and to ensuring that their children had
a brighter future.

Now, the Cubs are coming of age.
There are 1.5 billion of them, more than
the population of China or India, and
they are on the lookout for new oppor-
tunities. They have grown up in an era
where their economies and societies,
despite short-lived crises, have for the
most part just kept getting better. The
hardships of their parents’ and grand-
parents’ generations are just stories to
them. They have plenty of worries — af-
ter all, this essay contest was designed
to spotlight problems — but there’s an
implicit assumption that life will keep
improving. They believe in the power
of government to solve problems, and
they certainly aren’t opposed to the
market-oriented economies that have
done so much to improve living stand-
ards. But theirs is a revolution of rising
expectations.

The Tiger Cubs are different
in ways that no one yet fully un-
derstands — even the Cubs
themselves. No matter how
much their countries have
improved, their desires and
demands have ratcheted up
even more rapidly.

It is this revolution in ris-
ing expectations that will
pose the biggest challenge to
older generations — and to
the Tiger Cubs themselves, as
they confront the inevitable
disappointments of life. High
housing prices, often unreal-
istic hopes about jobs and, in
some countries, a gender im-
balance that will make finding a
wife difficult are deeply personal
issues, at the individual level, as
well as part of a larger fabric of so-
cial problems.

Increasingly, the Tiger Cubs think
regionally and globally. They don’t

have a post-colonial chip on their shoul-
ders. Indeed, they are more likely to
criticize their own governments, or their
country’s elite, than to blame the West or
the North. As Kishore Mahbubani, dean
of the Lee Kuan Yew School of Public
Policy, writes in the book’s foreword, “De-
spite the painful experience of colonial-
ism and imperialism, there is little anger
in these essays. Instead, the traditional
Asian pragmatic streak comes through.”
Young Asians aren’t bitter about past in-
justices, but matter-of-fact about how to
overcome challenges and improve soci-
ety. They are hopeful. They believe that
solutions are not only possible but likely.

For the most part, young Asians im-
plicitly feel confident that basic human
needs are on the way to being met (this

isn’t the case with writers from some of
Asia’s poorer countries — and it’s impor-
tant to remember, even if our contest-
ants didn’t highlight this, that Asia has
more poor people than anywhere in the
world). Many of the essayists have the
luxury of worrying about education
and inequality, about environment and
Asian identity.

What’s particularly striking, though,
are the Tiger Cubs’ worries: America
frets about the rise of Asia; young Asians
worry about a lousy education system,
lousy governance, bad jobs, and envi-
ronmental degradation. They are the
“in-a-hurry generation” (as they’re
called in India), and their demands for
accountability, transparency, and results
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ark Clifford and Janet Pau, co-authors of the book “Through the Eyes of Tiger Cubs:
Views of Asia’s Next Generation,” sign their book for members at the Chamber’s
February 20 roundtable luncheon.
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are likely to keep challenging govern-
ments and companies.

Their performance onstandardized math
and science tests is, in some countries, at the
top of global charts. Yet they complain their
education isn’t providing the critical think-
ing needed for the jobs of tomorrow. They
want better access to education — for with-
out universal literacy sustained economic
growth is impossible — and they demand
higher-quality education.

Many of those running established or-
ganizations are, in a sense, resting on their
past achievements. They’ve built public
housing, enabled many more children
to go to schools and universities, and de-
livered a level of economic affluence that
would have been only a dream a genera-
tion ago. But the Tiger Cubs take all that
for granted. They want more. They are
looking to governments and corporations
to solve the problems of poverty, inequal-
ity, and energy and environmental chal-
lenges. Whether it’s the latest iPhone or
just good government services, they are in-
creasingly aware of global best-standards,
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Congratulations to the winners of
The future of work is already here

Dr Peter Wong
Behzad Mirzaei
David Ho

and they don’t want to hear excuses as to
their country doesn’t have it.

There’s little tolerance for corruption.
There’s a demand that education be im-
proved. Government workers who think
that they can slack on the job or teachers
who count on not teaching classes, will
be held to account.

Social media makes possible a level of
accountability that would have been un-
imaginable even ten years ago — before
YouTube and micro blogs and Twitter
and texting and the like.

It’s easy for older generations to focus
on the novelty of new technology, as if
the technology somehow defined young
Asians. That’s wrong. It’s not the me-
dium, it’s the message that we must pay
attention to. And the message is that with
the basics-national sovereignty and eco-
nomic strength-stronger than ever, it’s the
softer parts of societies, the institutions
and values, that count. The Arab Spring
may have grown out of a sense of frustra-
tion that is largely absent from much of
Asia. But from Jakarta to Jeddah, it’s clear
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that the Tiger Cubs are a different gen-
eration of Asians. “Without good govern-
ance, all policies, plans, or solutions are
redundant,” writes India’s Rohit Pathak,
a runner-up in the Asia’s Challenge 2020
contest. “The biggest hurdle in the way
of good governance is corruption, as it
is, undoubtedly, the direct and indirect
cause of almost the entire spectrum of
our problems such as poverty, terrorism,
illiteracy,[and] poor infrastructure.”

Yes, expectations are high. The Tiger
Cubs want good jobs, not just any job.
They expect companies and govern-
ments to be fully accountable. Whether
it’s something as small as treating a cus-
tomer badly or gross abuse of state pow-
er, the always-on generation will makes
its voice heard, whether on Facebook,
Twitter, YouTube or on the streets. The
Tiger Cubs will force Asia to improve.
Asia won’t be the same. It will be even
better thanks to the Tiger Cubs. ¥&

This article was first published in Caixin —
China Economics & Finance.
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Arts for All

Arts with the Disabled Association showecases the work of artistes to bring into focus

the abilities, rather than disabilities, of people who are physically challenged

rtistes are a tough breed; they

need to be. For much of their lives

nd money, they spend countless

hours honing their craft. Many finally

concede that the sacrifice isn’t worth it

and throw in the towel. Others soldier

on, addicted to the love of their art, and
a few succeed.

Then they have to tackle the discrimi-
nation of the art media. Exhibitions of
new artists are rarely mentioned in the
press, but if a canvas by Picasso, Warhol,
Renoir, de Kooning or Monet is in town,
that gets all the attention. The same is
true of dancers, singers and musicians. If
they are not famous, few people want to
know apart from their mothers. But the
same could be said of businesses, as only
the top CEOs of major corporations find
themselves in the spotlight.

ADA

For disabled artists, they have addi-
tional challenges, but they, too, soldier
on, and a few also succeed. From art-
ists to photographers to musicians, Arts
with the Disabled Association (ADA) is
helping to focus Hong Kong’s attention
on the abilities, rather than disabilities,
of people who are disabled.

“When people with disabilities have
the opportunity to experience the arts,
they want to deepen their involvement,”
explained Janet Tam (photo), Executive
Director of ADA.

ADA was set up in 1986 after the first
“Hong Kong Festival of Arts with the
Disabled.”At the time, opportunities for
the disabled to get involved in the arts
were few and far between. Even public
services for the disabled concentrated on
education or medical services.

38 MARCH 2012 The Bulletin 0 0 00O

“I guess people kind of thought
that arts and culture were extrava-
gant, so no one put any effort into
arts and culture opportunities for the
disabled, and instead just focused on
so-called ‘necessary’ treatments,” she
said.

However, the festival was the cata-
lyst that opened a whole new world
for many disabled people.

“After the festival, many people
started asking why doesn’t Hong
Kong have more opportunities for
the disabled to enjoy the arts, so that
is how ADA was established,” Tam
said. “We feel everyone should have
equal opportunities to create and
participate in the arts, and whether
they decide they want to become pro-
fessional it is up to them.”

Because arts is a very free medium
for people of all abilities, Tam said
some people find it allows them to
move and express themselves in ways
they never knew possible. Others dis-
cover their hidden talents and want
to pursue a professional career.

Artist Ko Nam, for example, hasn’t
let his hearing impairment, hamper
his love of art. The acclaimed artist
regularly holds exhibitions in Hong
Kong, and mentors new young artists
with disabilities.

Pianist Lee Hin, although
visually impaired, stud-
ied music at Trinity
College in London,
and was awarded
the “Most Out-
standing  Artis-
tic Achievement
Award” in 20009.

Learning about the arts

ADA helps between 7,000-8,000
people with disabilities discover the
arts, but as it doesn’t fit into a social-
service category, it doesn’t qualify for
government funding. Instead, it relies
on donations.

“When we talk about how to nur-
ture these artistes, we are shifting
from social and equal opportunities
to development, like any other artist,
who has to work and build a career on
his or her own abilities in a free mar-
ket,” Tam said.

ADA also strives to introduce the
arts to students in special schools across
Hong Kong, and each year organizes
a day-long programme in around 70
special schools, funded by donations
from the Hong Kong Jockey Club.

“For a one-day programme, the level
and depth of the kinds of work that we
can do with these students is limited.
But sometimes if we get more funding,
we do seed projects, which run for 30
hours,” she said. “Our biggest challenge
with programmes like these is to find
the funding to sustain the work that we
are trying to do.” &
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ADA Cocktail Exhibition
goooooooooo

The Chamber will be holding an
exhibition of work by ADA artists
on April 13. For more details see
page 68.
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Five reasons to get five portions oooooooooo

B Fruit and vegetables taste delicious and there’s so 000000O000Doo
much variety to choose from. 0000D00O00DO0coO0oOoOopoon
They’re a good source of vitamins and minerals, oooooo
including folate, vitamin C and potassium. 000000000 0000DDoooO
They're an excellent source of dietary fibre, which helps 000000000000000000
maintain a healthy gut and prevent constipation and 000000Oo0ooDoo
other digestion problems. A diet high in fibre can also 0000000000 00OOO0OOOO
reduce your risk of bowel cancer. ooo
They can help reduce the risk of heart disease, stroke 00o00o00O0o0oOooooono
and some cancers.
Fruit and vegetables contribute to a healthy and
balanced diet.
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Fruit and vegetables are part of a balanced diet and
can help us stay healthy; that’s why it so important
that we get enough of them.
OO0edo0boooD0doRO0000N0o0ooooon
ooooon

What counts towards 5 A Day?
gos00oooon

B Fresh fruit and vegetables.

goooo
[ B Frozen fruit and vegetables.
e were all told as children to eat all our vegeta- E
4 ) goooo
bles and have a piece of fruit after our meals, - ned 4 fruit and bl
which the World Health Organization calls the ® Tinned or canned fruit and vegetables.
goooo

‘5 A Day. The WHO recommends people eat a minimum
of 400g of fruit and vegetables a day to lower the risk of
serious health problems, such as heart disease, stroke,
type 2 diabetes and obesity.

That is easier said than done in Hong Kong, when so
many of us queue up for breakfast, lunch and dinner to
get our instant meals bursting with rice and meat. Un-
fortunately, most fast food lunchboxes in Hong Kong are
devoid of any sort of vegetable.

To get the most benefit out of your 5 A Day, your five
portions should include a variety of fruit and vegetables.
This is. because different fruits and vegetables contain
different combinations of fibre, vitamins, minerals and
other nutrients. Almost all fruit and vegetables count to-
wards your 5 A Day, but not potatoes because they mainly
contribute starch to the diet. ¥&

B Dried fruit, such as currants, dates, sultanas and figs.
0000000000000 000000000000
B Fruit and vegetables cooked in dishes such as soups,
stews or pasta dishes.
000000000000000000000

B A glass of unsweetened 100% fruit or vegetable
juice.
O00000100% 0000000

B Fruit and veg in convenience foods, such as ready
meals and shop-bought pasta sauces, soups and
puddings.

0000000000000 000000000000

ooooo

£ e (T [ [P e TATE BT [Tl 1 El IO (] T

|:| DooOO0OOoOs50000% 5ADay” OOOO0OO0OO Health in th_e palm.ofyour ha“q
0ooo0o0O0O0oO00004000000000000 One adult portion of fruit or vegetables is 80g, but how can

AOOoOoooOoioooooooooooooon you simply keep gauge quantities? A rough guide for one
SR L e BT sl o PP o O B CP . D P portion is the amount you can fit in the palm of your hand.

OEEOoDO00O0000000000000000D000nOn The same goes for children.
00DO0O00Oo00ooa '

oDO0O000ODEa000000000000000000 Small-sized fruit
booduobbotoooouuoooooooooouo One portion is two or more small fruit — two plums, two kiwi

1, O B R e S IO 0 00 O 0 00 0 00 050
0Dopo00R

fruit or seven strawberries.

Medium-sized fruit
One portion is one piece of fruit, such as one apple, banana,
ooooo pear or orange.
gooooooooosoooooODOOO0OO0O0O0boOOOO
0000000000 00000000000000 Green vegetables
oooo Two broccoli florets or four heaped tablespoons of kale,
0000D0000000000—000000 spinach, or green beans.
00000000000
Y Dooo Cooked vegetables
&/ 0000000000000000000000 Three heaped tablespoons of cooked vegetables, such as
oooog diced carrots, peas or sweetcorn.
goooboobooboboboooooo
oooo Salad vegetables
voooooooooooooooooogn Three sticks of celery, a 5cm piece of cucumber, one

oooo medium tomato or seven cherry tomatoes.
pooooooooooooboopboopbooboboobooboobo
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Chamber Happenings

Geert Muylle (right), Director General Bilateral Affairs, Belgian Ministry of Foreign Affairs,
Belgium, accompanied by Evert Marechal, Consul General of Belgium in Hong Kong, paid
a courtesy call to the Chamber on February 14. David O’Rear, Chamber Chief Economist,
and Lok Yee Fan, Director of Public Relations and Programmes, welcomed the visitors.
O000OO0OO00OO0oOOOOOOoODOODODOOODGeertMwleDOOOODDODODODDOOODOODOOO?2
0140000000000000000000000000000000000000000

China Committee

Governor of Guangdong
Province Zhu Xiaodan
hosted a Spring Dinner
Banquet at HKCEC on
February 5. HKSAR Chief
Executive Donald Tsang
and Vice Governor of

Guangdong Province

Zhao Yufang joined the
banquet. The Chamber’s
Chairman Anthony Wu,
Legco Representative Jeffery
Lam, China Committee
Chairman Emil Yu and Vice
Chairman Edmond Yue

Chamber Committees C OO OO0

Americas Committee
ooooo

Mr Patrick Cheung
oooono

Asia/Africa Committee
oo0/0o0o0oo

Mr Marc Castagnet
oooo

China Committee

ooooo
Mr Emil Yu
ooooo

CSI — Executive Committee
ooooooo —o0o0ooo
Mr David Dodwell

oooono

represented the Chamber at
the event.

Guan Hedong, Vice
Commissioner of Harbin
Investment Promotion
Bureau, and other officials
called on the Chamber on
February 8 to discuss the

details of their promotional
seminar on February 15.
Wendy Lo, Senior Manager,
China Business and Judy Yiu,
Assistant Manager, China
Business welcomed the
group.

Du Mingqing, Director
of Anshan Municipal
Bureau of Foreign Trade and
Economic Cooperation, and
other officials visited the
Chamber on February 9 and
talked about their upcoming
promotional event in March.
Wendy Lo and Judy Yiu
received the group.

Zhang Baojun, Deputy
Director of the Hong
Kong and Macau Affairs
Office of Gansu Provincial
People’s Government, and
his colleagues called on the
Chamber on February 13
to seek cooperate with the
Chamber on the promotion
of their 18th Lanzhou Trade
and Investment Conference,
which will be held in July.
China Committee Vice
Chairmen Alan Wong and
Edmond Yue received the

group.

Digital, Information and
Telecommunications Committee
goo0oDoooOooo

Ms Winnie Yeung

ooooo
Economic Policy Committee

ooooooo
Mr James Riley
oooono




A Nansha Study
Delegation, led by Luo
Zhaoci, Director General,
Guangzhou Nansha
Standing Committee of
People’s Congress, China,
called on the Chamber on
February 14. Watson Chan,
Senior Director of Policy,
and Wendy Lo received the
group.

Chamber Chairman
Anthony Wu, CEO Shirley
Yuen, and China Committee
Vice Chairmen Alan
Wong and Edmond Yue
represented the Chamber
to attend the Hong Kong-
Mainland Joint Business
Liaison Committee meeting
and lunch on February 15.
Representatives from four
major Chamber’s in Hong
Kong and from the China
Council for the Promotion
of International Trade
participated in the biennial
meeting.

Environment &
Sustainability
Committee

Senior Director for
Policy Watson Chan and
Senior Manager Thinex
Shek attended a special
meeting of the Project
Management Committee of
the government’s Cleaner
Production Partnership
Scheme on January 19
to exchange views on
the future direction
for promoting cleaner
production.

Mark Dickens, Head of
Listing of the Hong Kong

Environment and Sustainability Committee

gooooooooono
Dr Glenn Frommer
oooono

Europe Committee
ooooo

Mr Serge G. Fafalen
oooon

Exchanges and Clearing
Ltd, gave a briefing at

the Environment and
Sustainability Committee
meeting on February 8
on the proposed
Environmental, Social
and Governance (ESG)
Reporting Guide for
listed companies. During
the meeting, members
agreed to form a working
group to study the ESG
consultation document,
members also discussed
the government’s
consultation on waste
charging, and welcomed its
recent announcement on
updating the Air Quality
Objectives (AQOs). The
committee will meet with
the Environment Bureau
and Environmental
Protection Department to
find ways to help facilitate
the implementation of the
19+3 AQOs measures.

Europe Committee
Ulari Alamets, Head of
the Management Board,
Enterprise Estonia (EAS),
Estonia, and his entourage,
paid a courtesy visit to the
Chamber on January 30,
where they were welcomed
by members of the
Europe and Asia/Africa
committees. Alamets
briefed members on recent
developments in Estonia
and discussed ways to
expand cooperation with
companies in Hong Kong,
in particular through
exports.

Mr T C Chan
ooooo

Industry & Technology Committee
oooooooo

Mr Edmond Yue

oooon

Dr Laszlo Parragh,
President of the Hungarian
Chamber of Commerce and
Industry, Hungary, visited
the Chamber on February 2
and met with the Europe
Committee’s Chairman Serge
Fafalen, and Vice Chairman
Neville Shroff. Dr Parragh
updated the Chamber on
economic developments
in Hungary and explored
ways to further develop
cooperation with Hong Kong
and the Mainland.

Industry and Technology
Committee

Following the
Industry and Technology
Committee meeting on

January 12 to gather input
from members on the
government’s HK$1 billion
funding on Branding,
Upgrading and Domestic
Sales, the Chamber sent
its submission to the
government on January 17
detailing recommendations
on the mechanism,
priorities and application
procedures for the funding.
Senior Manager for
Business Policy Thinex
Shek attended the
Assessment Panel Meeting
of the Design-Business
Collaboration Scheme
(DBCS) on January 18 to
evaluate applications and
reports under the DBCS
scheme. ¥&

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

Mainland trade and investment promotions recently. These included:
gobooobobooobooboooobooooboooooo

Associations

Dinner

Seminar

and Cocktail

10310 —00000000

2010 ——0000000000

Jan 31 - Hong Kong Federation of Overseas Chinese

Feb 1 — Qingyuan Investment Seminar and Spring

Feb 10 — Beijing International Service Trade Investment

0100 —0O00oo0ooooboooooooo0—000oo

Feb 15 — China Council for the Promotion of
International Trade Spring Cocktail Reception
20150 — 0000000000000 00

Feb 15 — Harbin (Hong Kong) Trade Cooperation Seminar

20150 —0O0000000000000000

Feb 15 — Guangzhou-Nansha Economic & Technological
Development Zone Promotion Seminar
20150 —0000000000

Financial and Treasury Services Committee
oooooooooo

Legal Committee
oooono

Mr William Brown
ooooo

Manpower Committee
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Mr Matthias Li
oooon
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Creating New Oppoch

Innovation and Creativity 0 00 0O

The Chamber’s Chief Economist David O’Rear, together with IT and creative industries
experts Prof Eric Tsui of Hong Kong PolyU, and Dr Raymond Choy of the Innovative
Entrepreneur Association, addressed the trends and changing demands in
international markets at a public seminar entitled “Creating New Opportunities in the
Economic Downturn with Innovation and Creativity” on February 3.

They also introduced how knowledge and information technology are being used

to spark new business concepts, and showcased how innovation and creativity could
help businesses. Chamber Senior Manager Thinex Shek also introduced the selection
criteria of the 2012 Hong Kong Awards for Industries: Innovation and Creativity, at the
seminar. The Chamber is the Lead Organiser of the category. For more information on
the awards, visit www.chamber.org.hk/inc
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The Law of
the Harvest

Financial Secretary John Tsang seemed at ease as he discussed
his fifth and final Budget under the current administration.
Following is an abridged version of that speech
00000000000000000000000000000000000

gboboobooooooobooboo

ne of Dickens’ best known

works, Hard Times, was pub-

lished in 1854. The overriding
theme of the novel can be summed up by
that timeless axiom: you reap what you
sow. Although the novel makes more of
a political statement than an economic
one, both the title and the theme of the
novel resonate eerily with the recent glo-
bal economic environment.

In this unpredictable climate, I have
forecast GDP growth for Hong Kong
this year of between 1% and 3%, sig-
nificantly lower than our trend growth
rate of 4%, as well as our growth rate last
year of 5%.

Fortunately for us though, the eco-
nomic climate in Asia, particularly
China, is still relatively bright. In the
Budget I have allocated some $80 billion
worth of measures to stabilise our econ-
omy, to safeguard people’s livelihood
and to secure future growth.

Our business community is the eco-
nomic engine of this remarkable city.
This well-tuned machine operates best
in the free market environment, but
there are now dark clouds on the hori-
zon that might disrupt the normal
operation of the markets. As a respon-
sible government, we need to assume a
proactive role in correcting these market
deficiencies by extending support to our
business sector during difficult periods
when it requires a helping hand. This,
I feel, is the best way to keep our unem-
ployment rate low, our standard of liv-

48 MARCH 2012 The Bulletin0 0 00O

ing high, and our finger on the pulse of
new opportunities.

Small and medium sized enterprises,
our SMEs, are the gears and cogs of our
business engine. They employ around
1.2 million people, or about half of our
work force, but these smaller firms are
particularly vulnerable, operating in a
small but totally open economy, to the
twists and turns of the ever-shifting
external environment.

Back in 2008, while in the grip of a
major credit crunch, we introduced the
Special Loan Guarantee Scheme. This
proved effective in helping SMEs with
their financing difficulties. It has since
been replaced by the SME Financ-
ing Guarantee Scheme operated by the
Mortgage Corporation.

In this year’s Budget, I have enhanced
this Scheme by introducing a higher loan
guarantee ratio and lower guarantee fees.
The Government will absorb the addi-
tional risks arising from these conces-
sions, and provide a total guarantee com-
mitment of $100 billion. This should go
some way in helping our firms.

Some of our exporters are already
feeling the pinch from slack demand
among major traditional trading part-
ners. The volume of our domestic
exports in December 2011 fell by 38.4%
year-on-year.

To help exporters further through
this rough patch, we intend to halve the
import and export declaration charges
and abolish capital duty levied on local

companies. We also intend to introduce
special concessions for SMEs holding
policies with our Export Credit Insurance
Corporation, including allowing them to
insure their exports only for places and
buyers of their choice and offering them
various premium discounts.

Another targeted initiative is a prof-
its tax concession of 75% for the current
tax year, up to a maximum of $12,000.
And for the next fiscal year, we intend to
waive business registration fees as well.

The idea of lowering costs and easing
the tax burden on businesses is to help
them reap more than they sow during
difficult times. This, according to a 19th
century author, is the law of the harvest.



Our unemployment rate has cur-
rently dropped to the very low 3.2%,
and there is every indication that this
rate will rise as the world economy dete-
riorates. The prospects of many SMEs
are linked either directly or indirectly to
our four pillar industries of trade and
logistics, financial services, professional
services and tourism. In 2010, these four
industries together contributed 58% of
our GDP, increasing by 15% over a year
earlier. They employed around 1.7 mil-
lion people.

I would like to mention also our
financial services industry, which con-
tributes about 15% of our GDP. We
continue to reap rewards from our city’s

status as the main offshore centre for
renminbi business.

Liberalisation of the Mainland cur-
rency is not just a China phenomenon,
but also a global trend. Hong Kong is
right in the thick of the action for off-
shore Renminbi banking, bond issuance
and trade settlement.

The “China factor” remains Hong
Kong’s single biggest advantage in expand-
ing our services markets. CEPA was
recently expanded to cover 47 services
areas, so there is even more opportunity for
our companies to enjoy this unique advan-
tage. By end-2015, we aim to achieve full
liberalisation of trade in services between
Hong Kong and the Mainland.

The National 12th Five-year Plan,
which covers the period up to 2015, also
highlights key areas for Hong Kong’s
full participation in our nation’s rapid
development. These areas include finan-
cial services, Renminbi business, trade
and shipping.

Another proposal in our nation’s devel-
opment blueprint is to raise the share of
the value added by the services sector to the
Mainland’s GDP by 4 percentage points by
the end of 2015. This is, indeed, a huge
opportunity that Hong Kong’s world-class
services sector cannot afford to miss. To
put this in context, the 4 percentage points
in the Mainland’s GDP is equivalent to
Hong Kong’s entire GDP. &
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Countries that are embracing
globalization are bucking the
global uncertainties, but a
growing trend of
protectionism threatens to
stall Asian growth
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'wio,rld is Bumpy:

ong Kong once again topped

the list of Ernst & Young’s glo-

balization index released on
February 17. Globalization is a growing
trend and each year the degree of its
advancement accelerates.

“Singapore was ranked third, and
Hong Kong first,” Lou Pagnutti, Area
managing Partner, AP, Ernst & Young
said at a symposium jointly organized
by the Chamber. “Clearly, we believe
the results demonstrate the contribu-
tions that Asia continues to make in the
global economy.”

He expects this trend to continue, due
to shifts in capital flows and demograph-
ics from West to East. Asia’s burgeoning
middleclass will fuel global growth, and
he forecasts that by 2030, around 40%
of the world’s middleclass spending will
occur in the Asia-Pacific region.

However, he cautioned that if the
global economy goes into a double dip
recession, government’s will resort to
more protectionist measures, and that
will do more harm than good.

Wilson Cheng, Partner for Ernst &
Young, said the survey revealed two
major issues that businesses are con-
cerned about. Firstly is that it is becom-
ing increasingly difficult to find new
opportunities. The second concern is
the rising cost of doing business and the
shortage of talent.

Succeeding in rapidly developing
markets is harder than it used to be
because one size does not fit all markets,
despite the march of globalization.

“Businesses need to be more flex-
ible and remember that policies are less
predictable, especially fiscal policies that
government’s change quickly,” Cheng



said. “Businesses are also telling us
that good people are hard to find.”

David O’Rear, the Chamber’s
Chief Economist, said the number-
one threat that could derail the ben-
efits of globalization is protection-
ism, which will impact the way mar-
kets operate.

“My second concern for Hong
Kong is air pollution. We can make
this a very unpleasant place in
which to live if we don’t pay atten-
tion to this problem. Ironically, it is
one of the few things that we actu-
ally have some control over, yet we
don’t seem to be taking any action,”
he told the full house at the sympo-
sium.

Dr Aron Harilela, Director, Har-
ilela Hotels, Ltd, warned that lit-
tle will change unless the “inherent

problem of antagonism between
government and lawmakers is
solved.”

Small and seemingly insignifi-
cant protectionism measures are
slowly undermining global trade,
and countries need to be alert about
this threat, warned Tony Miller,
Advisor, Sun Hung Kai Properties.

Despite the challenges, problems
thwarting the global economic
recovery are actually creating
opportunities for Asia. For exam-
ple, asset bubbles in Asia are almost
yesterday’s problem, as we are see-
ing fiscal policies implemented in
Asia and China being relaxed.

“In contrast, the Western world
has been suffering from asset defla-
tion,” said Peter Churchouse, Chair-
man, Portwood Company. &

Business challenges

1. Succeeding in rapid-growth markets

is harder than it used to be

Business response: Think like a start-
up. Shed organizational baggage. Don't
try to transfer all developed-markets
processes to rapid-growth markets.
Instead, rethink your approach from
the ground up and behave more like
a start-up than an established multina-
tional. Think aggressively, but act with
due calculation.

. One size does not fit all markets

Business response: Adapt your
approach to new operational com-
plexities. Integrate networks according
to logically grouped markets. Creating
hubs based on groups of related mar-
kets can enable both economies of
scale and proximity to key customers.
Such a strategy can also take advan-
tage of patterns of trade, which, despite
deepening levels of globalization, still
takes place largely within geographic
regions.

. Policy has become more important

and less predictable

Business Response: Build a strategy for
connecting with governments. Engage
with policy-makers to make the right
decisions. Take proactive steps to form
relationships with government officials
and explain how protectionist meas-
ures could have a counterproductive
impact on domestic companies.

. Good people are hard to find

Business response: Embrace bold
approaches to talent management. Put
the best talent in the most promising
markets. Send your top talent to rapid
growth markets, even if your revenues
from those markets are currently small.
You need managers who will have the
skills and authority to lead the larger
markets of tomorrow.
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When Art Comes ALIVE

ERNENpEEN

Lying on my back looking up at the
ceilings of historic buildings in
Kyoto drift by, I couldn’t help wonder-
ing how technology has changed art. Yet,
as the “Look Up” media dome’s ceiling
in which I was travelling around the
world with Chamber members switched
to temples of Istanbul, I began to ques-
tion if technology was influencing art, or
was it in fact art shaping technology?

HG Wells wrote in the 1930s of peo-
ple communicating with wireless wrist
devices with many features similar to our
mobile phones today. The iPad seems to
be the cutting edge of consumer tech-
nology, yet we have been watching the
crew of Star Trek using a similar device
for decades. Do 3D televisions ‘immerse’
us in a scene? Or are they just 2D ver-
sions of the theatre which the ancient
Greeks used to rave about?

But there is something else going on,
something deeper and potentially more
important. We haven’t quiet cracked the
Teleport on Star Trek yet, but immersive
visualization technologies are able to
transport us in mind, if not in body, to
anywhere from a river bank in India to
the beaches of Australia.

Prof Jeffrey Shaw, Dean of the School
of Creative Media and Director of the
Centre for Applied Computing and
Interactive Media at City University of
Hong Kong, is exploring the creative
potential of new technologies and work-
ing out how to integrate them into our
wider cultural and commercial practice.

The 20 members who visited ALiVE
(the Applied Laboratory for Interactive
Visualization and Embodiment) got a
taste of these developments during the
Chamber’s visit to the Hong Kong Sci-
ence Park on February 17. Many of the
installations’ immersive visualizations
were so realistic at times that you forgot
where you were, and felt yourself look-
ing for something to hold on to.

The ‘T_Visionarium, a fully immer-
sive interactive televisual installation,
can explore and edit thousands of video
clips in a panoramic three dimensional
space. It can also be used for 3D inter-
active simulations, and the system has
already been bought by a mining com-
pany to train workers in the event of a
disaster down a mine.

Besides offering training and enter-
tainment opportunities, the technologies
also have important cultural and histori-
cal applications. ‘Place-Hampi, a theatre
of participation, allows viewers to visit
some of the most significant archaeo-
logical, historical and sacred locations
of the World Heritage site Vijayanagara
(Hampi), South India.

Such technologies are helping us to
explore the latest chapter in the ongoing
conversation between human psychol-
ogy and the capabilities of modern tech-
nology. As networks becomes pervasive
and digital devices penetrate every area
of our lives, we can expect further blur-
ring or our physical and virtual world.
Beam me up Scotty. W&
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Latin Amer
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ca’s Emerging

Joboddboddii

The South American nation is doing better than its larger neighbours, and defying the global economic malaise
00000000000000000000000000000

ost people’s impressions of
Peru conjure up images of
the lost city of Machu Picchu,
the Andes, the Amazon rainforest, and
the national symbol of the country, the
llama. Yet, Peru has quietly been expe-
riencing an economic boom throughout
the 2000s, which has made it one of the
fastest growing economies in the world.
David Malaga, Consul General of
Peru in Hong Kong and Macau, said the
country’s economy has been growing at
around 6% annually, which is helping to
lift more of its people out of poverty.

“A United Nations Development Pro-
gramme revealed that Peru has reduced
poverty from 54% to 35% of the popu-
lation in the last 10 years,” he told mem-
bers at the Chamber’s roundtable lunch-
eon on February 17. “This is because of
our strong economic growth. A recent
report by the IMF says that Peru will
have the highest economic growth of
the region in 2012, forecast at 5.2%. At
the same time, inflation is stable, with an
average of 2.7% annually.”

Foreign investors are being attracted
by the government’s favourable invest-
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Size: 1.28 million sq km
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Population: 29.4 million (UN, 2011)
AR: 29408 A (Bt&E - 20114)

Capital B#8:
Lima F5

Life expectancy FIJFIAEH:

725% (3B) 778% () (BEE)

Main exports EEHO:
Fish and fish products, copper, zinc,
gold, lead, coffee, sugar
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72 years (men), 77 years (women) (UN)

GDP (PPP): $275.7 billion
BEREERE (BEHTE) 2,757ET

8.8% growth
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7.2% 5-year compound annual growth
7.2% SFEEFHEE

$9,330 per capita

9,330t A¥g

Unemployment: 7.9%
REE:7.9%
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ment incentives. Companies are keen to
exploit the country’s rich mineral wealth,
with silver, gold, zinc, lead and copper
being its main metals, but the govern-
ment is also looking to expand its exports
of seafood, coffee and asparagus.

The Consul General said his office is
starting to reap the fruits of its hard work
to promote Peruvian gastronomy through
trade promotions and exhibitions.

“Last September, 27 Peruvian entre-
preneurs came to Hong Kong to partici-
pate in the Seafood Fair, and Asia Fruit
Logistia, and attracted a lot of attention.
Now we have, for the first time, a distrib-
utor of Pisco (a strong liquor) and Peru-
vian wines in Hong Kong,” he said.

The country has also concluded 13
free trade agreements, and five more are
expected to take effect soon, which he
said is a big attraction for investors. One
of those FTAs was with China in March
2010. Trade between the two countries
has been relatively balanced, with China
taking US$5.2 million worth of exports,
and Peru importing US$4.6 million
worth of China exports. Malaga said
bilateral trade with China has grew 16%
in 2011, and he is optimistic the growth
will continue as more businesses make
use of the FTA. &

Watch this presentation online.
ooooooooooooon

www.chamber.org.hk
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Stu

wenty-five senior high school stu-

dents from Munsang College saw
firsthand how Hong Kong’s dynamic
finance industry operates during their
visit to Mizuho Corporate Bank Hong
Kong, on February 10.

Taniguchi Shinji, General Manager of
Mizuho Bank, welcomed the students,
who were visiting under the Cham-
ber’s Business-School Partnership Pro-
gramme. He shared his thoughts on
what it takes to succeed in business and
life, and stressed that it is important to

be passionate and curious about every-
thing around them.

After the talk, students had the oppor-
tunity to look around the office and
learn about the responsibilities of vari-
ous departments in the bank, in addition
to the work culture within a Japanese
organization. Students were particular
interested in the dealing room where they
gained further knowledge of how finan-
cial transactions and trading systems are
used on a daily basis.

Maggie Cheung, Joint General Man-

dents Visit Mizuho Bank

ager of Mizuho Bank, also spoke with stu-
dents following their tour about the core
values and requirements needed to work in
a bank. She further encouraged students to
stay positive and work hard in every situa-
tion that they encounter in order to lead a
meaningful and successful life.

The visit concluded with a chat with young
officers working at Mizuho Bank. Students
discussed candidly with them about how
and why they decided to build their careers
in the banking industry and asked advice on
how their own career objectives. ¥

Students are given a brief introduction to how the dealing room operates,
and look around the bank’s office.
00000000000000000000000000

Trust and Understanding

'VI izuho Corporate Bank has been involved in various CSR
projects for a number of years, which used to involved
mainly staff. “We had a lot of ideas on what we wanted to
do, but we wanted to reach out more to the community, so
we decided to get involved the HKGCC'’s Business-School
Partnership Programme,” said Maggie Cheung, Joint General
Manager of the bank.

Besides giving students a taste of the workplace, the
programme also gives employers the chance to help
youngsters to get their careers off to a solid start.

Shinji Taniguchi, also General Manager, said he hopes to
instil in students a desire to learn, and question things. “If
someone has that kind of aptitude, that is what human
resources people are looking for,” he said.

Besides working with English-speaking schools, the bank
also invites students from the Japanese International School

to visit the bank. Both Cheung and Taniguchi said the
youngsters, regardless of nationality, have the same questions
and aspirations.

One of the questions that students always ask is: what
does it take to be successful in business? Taniguchi said he
urges students to focus first on being a good man or woman,
communicate clearly, and obtain trust before worrying about
how to be a successful executive.

“For example, you have to keep even small promises that
you make to people. So if you are asked to do something on
behalf of others, even if it seems trifling, you have to carry it
through or you will lose people’s trust,” he explained. “That
has nothing to do with business, but it moulds personal
character. So | share with students that | think it is important
to pay attention to even the little things which will help you
to reach your goals.”
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A Students, teachers and bank staff pose for a group photo.

goooooooooooooo

4 Shinji Taniguchi, General Manager of Mizuho Bank,
shares his views with students.
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SUNDAY

MONDAY

TUESDAY

Mini Workshop on Time
Management

C Taxation Committee Meeting

WEDNESDAY

F Forum to Develop Policies
for the New Administration:
Competitiveness

T Leadership Training for
Supervisors & Line Managers

R Taking The Economic Pulse
Roundtable Series: China’s
Economy into 2012

St Generate Business From
Waste at EcoPark

C Shipping and Transport
Committee Meeting

R Liberalising Services Trade:
Business Taking the Lead

C General Committee Meeting

F Forum to Develop Policies
for the New Administration:
Competitiveness

R Unveil the Corporate Payment
Risks in China, Hong Kong and
Taiwan

C China Committee Meeting

N An Exclusive Ship Visit to
Princess Cruises’ Sea Princess
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C Manpower Committee Meeting

Competitiveness (March 13)

Sustainable Growth (varch 16)

Problem Solving Skills for
Leaders

N Cocktail Reception in Honor of
Consuls General of the Americas
Featuring Consulates General of:
Argentina, Brazil, Canada, Chile,
Colombia, Mexico, Peru, United
States of America, Venezuela

Integration and Administration (March 20)

2012 TheBulletinO0 000

R Evolving LATAM — Sino Trade
Relations

N Meet the Chairman Cocktail
Reception

Forum to Develop Policies for the New Administration:




Forum

THURSDAY

Effective Business Verbal Tactics
For Everyday Operation

Training  Luncheon
Committee Meeting

FRIDAY

Mission

eminar
Networking

Roundtable Luncheon
Study Tour

SATURDAY

C SME Committee Meeting

T Drafting Up Employee
Handbook Effectively

C Economic Policy Committee
Meeting

T Effective Interviewing &
Selection Techniques

C Chairman’s Committee
Meeting

C Legal Committee Meeting

F Forum to Develop Policies
for the New Administration:
Sustainable Growth

C Financial & Treasury Services
Committee

R Property Market Series:
How Can Hong Kong Remain
Competitive as a Global Financial
and Business Hub?

C Retail and Tourism Committee
Meeting

C HKCSI Executive Committee
Meeting

Luncheon Workshop: Social
Media — Analysis, Engagement &
Strategic Management

C Digital, Information and
Telecommunications Committee
Meeting

N Belgium Handmade Goossens
Chocolate Pairing Experience
[Session (A) Chocolate + Kopi
Luwak Coffee]

T Culture Building — Blessing or
Pain?

Chocolate Pairing Experience
[Session (B) Chocolate + Port]

L HKGCC/BCE Luncheon on
“Green Opportunities in China:

Clean Development Mechanism”

Joint Customs Union between

Russia, Kazakhsta

n & Belarus:

How Will It Affect Your
Business?

April 18

N Belgium Handmade Goossens

Biilletin
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Hong Kong address and US$85 airmail
to any address in the world
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Arts with the

Disabled Association
0o0oooon

Chamber helps to showcase work of aspiring artists
000000000000000

KGCC and Arts with the Disabled Association Hong
Kong (ADA) are joining forces to showcase some of the
association’s talented artists.
ADA was formed as a non-governmental organization in
1986 with the vision, “Arts are for Everyone.” They believe
that people with disabilities (PWDs) should have equal
opportunities to access, participate in and enjoy the arts.
The association works with various stakeholders, both in
the rehabilitation and the arts fields, to popularize arts and
promote talented artists. They also work with the general
public to promote inclusion in society through the arts. For
more details on ADA, visit www.adahk.org.hk &

|:| ooooooOooooOoADADOOOOOOOOOOOOOOO
oooooo
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oobo0ooo0oooO0o0oooO0o0O0ooO0O0O0b0O000b0000ADA
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Event Details oooo

Date :April 13 000 40130

Time :5:00-8:00 p.m. Doooosooso

Venue : Chamber Theatre o0ooOooooo

Fee  :HK$50 (Members) / ooooosoooooo/
HK$100 (Non-members) 00100000000
*including drinks and *0ooo
canapes

000 O O www.chamber.org.hk
For more details,
visit www.chamber.org.hk

Featured Artists 0000 D

Ko Nam OO

Artist Ko Nam specializes in painting landscapes,
particularly mountain and forest scenes. He was the
champion of Hong Kong Abilympics 2003, 2007 and
2011 and represented Hong Kong to the International
Abilympics, in India, Japan and South Korea and he
won gold medal in the Painting in the 8th International
Abilympics 2011.
gooooooooooooobooooopboboooboboo
goo0ogoo2o03020070201100000000000
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JackLioooD

Photographer Jack Li represented Hong Kong in the
International Abilympics in Japan and South Korea in 2007
and 2011, and won the gold medals in Documentary
Photography and Portrait Photography respectively.
oboooO0O00zo07020110000000000000O0
ooooooooooooboooboo—>0o0o0boboobooooo

Liu TungMui 0O O

Young artist Tung Mui won the “2005 Ten Outstanding
Young Persons Award” and the Medal of Honour (Hong
Kong) for her exemplary efforts in pursuing a meaningful life
through painting despite her disability, and for her valuable
contribution to charity activities. She was also a torch-bearer
in Beijing 2008 Paralympics.
gooboOopoOopoz0500000000O0DO0DO0ODODbOO
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Corp-tizenon CallbcoooooOoOO

HKGCC'’s newly launched “Corp-tizen on Call” project is
aimed at promoting the sustainability practices amongst

business. 15 member companies have nominated their
sustainability initiatives for inclusion under the scheme.
HKGCC would like to encourage all members to participate
in these meaningful events.
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