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Got something to say? Then make your voice

heard in The Bulletin. Send your letters to:

The Bulletin, HKGCC, 22/F, United Centre,

95 Queensway. Or email, bulletin@chamber.org.hk

If your letter is published, you will receive

a free HKGCC mouse pad with built-in calculator.
€8 BRR? B REERE -

Reader Enjoys Bulletin’s New ‘Flavour’

I would just like to let you know
that since you started printing

The Bulletin in your new format,

I now look forward to receiving my
copy every month. [ really like the
bright, lively layout that you use, the
high quality photography, and
informative articles. But what I like
most is your restaurant review
section, and I can’t wait to see what
suggestions you serve up every
month. [ was especially drawn to
your suggestion in the May issue, as
just looking at the photos started to
make me feel hungry. That is
definitely one I will try soon. I would
like to ask if you know of any good,
little Sichuan restaurants? Not the
big, famous ones, just small, little
family restaurants, because I just love
Sichuan food. Thank you and I look
forward to trying more of your
future suggestions.

Mona Ng
Kwai Chung
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Hong Kong has a reputation as a city that is constantly evolving, reinventing
itself if you like, to keep pace or even to lead the world around it, and your
Chamber is a part of that process. We spend a lot of our time catering to the
immediate needs of our members, but we also keep a close eye on the future,
ensuring that you are aware in good time of what needs to be considered today

to better prepare you for tomorrow.

Geography, and the entrepreneurial character of our people have kept the
trading aspect of our economy at the centre of what we do. As modernization
reduced, in part, the time required to travel and communicate, we developed
broader services, most particularly in finance. Now, we are looking at a range
of new and expanded opportunities in areas such as tourism.

The opening of the Disney theme park later this year should bring a renewed
surge of visitors to the SAR, and we have much to do to ensure that first
impressions are memorable. The Walt Disney Company will take care of the
“inside” impression (and no doubt do an excellent job), but we as a city need to
do our part as well. A world-class family attraction is rare in this part of the
world, and we need to do everything we can to make it succeed.

Hong Kong must be, and be seen to be, a clean, healthy, safe and friendly
community. We made good headway on changing our image during the SARS
crisis, but some of the urgency has faded. To be a convincing world-class city will
require a concerted effort to tackle the persistent smog enveloping our harbour.
In that regard the Chamber is initiating a joint effort through the Business
Coalition on the Environment to clean up the air in the Greater Pearl River
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Delta. Renovating historical sites such as the Central Police Station, building a new
cultural centre in West Kowloon, cleaning up derelict buildings and instilling a better
sense of public hygiene are some other concrete steps we can take to move forward.

Some of these projects lend themselves to private financing and management, while
others require government’s support and long-term funding. If we are to live up to
our reputation as an international city, we need to have the regulatory structures,
policy decisions and finances to back up our plans. Business and government need
to work together, supporting each other in meeting these objectives.

One area coming under scrutiny is guaranteeing continued reliable and affordable
electric power supply over the long term, and here it is vitally important that we
ensure the scheme of control for electricity is the right one for our needs.
Chamber committees and working groups are studying this issue and we will be
making our views known as consultation proceeds into the next phase. Other areas
under review are guidelines for competition policy, environmental controls and
harbour utilization and preservation. Anti-smoking legislation, the financing of
our healthcare system and our future human resource needs are also on the
Chamber’s list of priorities for this year.

And that is how it should be: business working with government to get things
done. Over the years, Chamber members have greatly contributed to building an
excellent business and financial centre but, as ever, we are not a static society. For
example, we shall carry on refining the advantages Hong Kong enjoys under CEPA
s0 as to secure our place as the choice for global business in China. In the services
sectors, progress has been slower than we would wish, but progress is being made
and we are confident that government, business, and the Central and local
authorities will get things moving.

Nevertheless, none of this comes free and we must contribute towards our aspirations.
While we were particularly pleased to see government operating expenditure decline
slightly in the 2004-05 fiscal year, the planned increase this year is less welcome.
The strong surge in operating revenues last year only serves to underline the
dangerously cyclical nature of our public finances. Postponing the hard decisions
means that we face even larger spending reductions through the end of the decade.

Therefore, our top priorities continue to include work on educating the public on
the need for a broader tax base, and on the options available. While it is tempting
to see a strong surge in property revenues as a solution to our structural deficit, it
really is just a cyclical upturn. The structural work still remains to be done. We
remain concerned at the public expenditure side of the government budget.

Along with a concerted effort to reduce spending in absolute terms, we need to
ensure that government maintains sufficient reserves to face unforeseen challenges
such as SARS. To avoid falling back into deep deficits during the next cyclical
downturn, we must broaden the tax base. The pending consultation paper on
implementation of a Goods and Services Tax (GST) is a major step forward, and
one that your Chamber will be carefully studying.

There are other areas that will be in our thoughts in the coming months as well,
such as restarting the real estate investment trust (REIT) program. As with the
issues mentioned above, the plans and general principles are good ones, although
the execution needs work, but with an attitude of cooperation rather than
confrontation we can get the job done. B

David Eldon is Chairman of the Hong Kong General Chamber of Commerce.
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Globalization is a growing trend that is being driven by advances in
transportation and communications technologies. Many governments, in an
effort to attract more foreign investment, are actively revising their taxation
systems and repositioning themselves to better fit into the new economic
environment. These reforms include lowering their profits tax rate,
simplifying taxation systems and offering more tax breaks. For example,
Singapore has slashed its profits tax rate from 30% to 20%. This
repositioning poses a potential threat to Hong Kong, as we are best known
for our simple and low tax regime.

Nevertheless, our excellent infrastructure, talent pool and relationship with the
Mainland still provide us with huge advantages in attracting foreign investors,
and as such businesses maintain strong confidence in Hong Kong. Moreover,
the HKSAR Government has conducted a number of taxation policy reviews in
recent years. A working group was formed to review the profits tax policy,
resulting in some policies subsequently undergoing revision based on the
group’s advice. For example, manufacturers get an automatic 100% tax rebate
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for certain machinery, computers and software. Agreements have also been
reached with many overseas countries, regions and the Mainland to avoid
double taxation. In 2000, the Hong Kong Government also undertook an
in-depth study on the issue of broadening the tax base, and encouraged the
public to discuss possible ways of how it could do so.

More recently, the government abolished the estate duty with the aim of
strengthening Hong Kong’s position as a world-class asset management centre.
I believe our asset management industry will be the main beneficiary of this
move, but it will also create many high value-added jobs and encourage
millions in new funds to flow into Hong Kong, further boosting our economy.
The removal of the estate duty is definitely not “subsidizing the rich by robbing
the poor.” Rather, it removes obstacles stalling our economic development and
as such should bring relief to small-and medium-sized enterprises. This, in

turn, will contribute to the government revenues and society as a whole.

Notwithstanding the above, some tax policies continue to dampen business.
For example, the Inland Revenue Department fails to follow the 50:50 profit
guideline consistently for offshore activities that have a component in

Hong Kong, and also lacks a clear definition as to what extent these activities
should be taxed. Therefore, I support the idea that government should develop
a well-defined policy on apportionment of profits as soon as possible.

Recently, there have been calls from some sectors of society for the
introduction of a progressive profits tax. In my view, this is totally unadvisable.
Such a system would give foreign investors the impression that they will be
required to pay high taxes even if the progressive profit tax rate is as low as 1%.
To avoid the taxes, large enterprises may decide to spin off parts of their
business into small companies, which would be disadvantageous to Hong Kong.
Indeed, we would be going in the opposite direction to the rest of the world as
countries are trying to simplify their tax systems. Many European countries,
for example, followed Estonia’s example after it adopted a simple taxation
system with very positive results. We are not going to turn against global
trends, are we?

Hong Kong is lauded for its simple and low tax regime. Nonetheless, we should
review and improve our tax system from time to time to ensure that we
maintain and strengthen this advantage, as well as reinforce our position as an
international financial centre. B

If you have any views or comments, please send them to me directly at,
jefflam@fowind.com.hk, or visit my Website at www.jeffreykflam.com

Jeffrey Lam is the Chamber’s Legco Representative.
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Sometime in the next couple of weeks, Chamber members will be receiving a
comprehensive membership survey for their views on Chamber services. We
are acutely conscious of the fact that the Chamber is a service organization
which attracts and retains members mainly on how its members view its
services and its worth. I think I can safely say that we try hard to please all
members by providing them information and business opportunities as best as
we can, and we do a pretty good job representing members in Hong Kong.
But, it is necessary to stop every two years to check the pulse of members on
how they feel about our work. Ultimately, what we think is irrelevant; it is
what members think that is relevant.

So I would appreciate it if you could take about twenty minutes of your time to
look at every part of our membership survey, when you receive it, and respond
to us. We will be asking you questions such as: How is the Chamber doing in
representing your interests with the government? With the community? With
the press? With the Central, provincial and local governments in the
Mainland? With foreign governments? How is the Chamber doing in its
information provision? In seminars, luncheons, workshops, training courses,
do we address the most urgent topics on members’ minds? Is our economic
analysis on Hong Kong, on the region, and on China useful to members? Do
we provide adequate social and networking occasions for members? Are our
outgoing missions or hosting of incoming delegations useful to you? Are we
doing an adequate job helping you with your specific business problems? And
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how does the secretariat handle your issues or your complaints? In short, are
we providing what you need from the Chamber and how can we improve?

With 4,000 members ranging from large corporations to small SMEs, from
manufacturers to service suppliers, and from multinationals to local firms, the
Chamber tries its best to provide the whole spectrum of services to meet the
diverse needs of its members. That is not an easy task, and there is no doubt
that some of our members are not yet satisfied with the services we provide.
The survey will ensure that we put our limited resources in the right places, in
order to satisfy as many members as possible. Your responses to us will help us
make the right decisions and, most importantly, let us know what our
inadequacies are!  We look forward to receiving your responses to this
membership survey, which we will send you in mid-June and we will collect in
July and provide an analysis to you before the end of the summer. B

Dr Eden Woon is CEO of the Hong Kong General Chamber of Commerce.
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China has passed the halfway mark of its
five-year transitional period to open up its
markets under the terms of its World Trade
Organisation accession agreement. The first
transitional period, from December 11, 2001
to December 11, 2004, has gone relatively
smoothly and whetted investors’ appetites.
The second transitional period, from
December 11, 2004 to December 11, 2006,
involves opening many service sectors that
foreign investors have been longing to sink
their teeth into. By the end of 2006, China
will have fulfilled all the commitments of its
WTO Accession Protocol and the flow of
foreign investors setting up business in the
country is expected to rise.
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The first three-year transitional period saw
China fulfilling its commitments mainly by
cutting taxes, abolishing tariff requirements
and partially opening her services market. For
example, China’s total tariff levels were slashed
from 42.7% in 1992 to 10.4% by the end of
2004. For agricultural produce, import tariffs
were reduced from 54% to 18.5% in 2002, and
further to 16.8% in 2003 and 15.6% in 2004.
China also removed tariff requirements on
more than 400 product tariff codes on
January 1, 2005, which means tariff barriers to
most goods have basically been dismantled.

Within three years of joining the WTO,
China has fully or partially opened up

various sectors of its economy. Despite the




rapid and large-scale upheavals that these
changes were expected to bring, liberalisation
has actually proceeded relatively smoothly.

Trade in goods policies

In terms of trade in goods, China reduced
import tariffs on more than a thousand items
on January 1, 2005, while total tariff levels
dropped from 10.6% in 2004 to 10.1%.

On January 1, 2004, China allowed made-in-
Hong Kong goods falling under one of 374
tariff codes to enter the country tariff free
under CEPA, a free trade agreement between
the Mainland and Hong Kong which was
initiated by the Chamber. Upon CEPA II
coming into effect at the start of 2005, this
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benefit was extended to 1,087 product codes
for Hong Kong goods.

Export tax rebate and export incentives
China’s new export tax rebate policy, which
came into effect at the start of 2004, has
lowered the export tax rebate rate by an average
of 3%. Rebates for exports exceeding the basic
export volume will be shared between the
central and local governments on a 75:25 basis.
Currently, the policy is running more or less on
track, and China recently adjusted the export
tax rebates slightly for certain products. From
November 1, 2004, export rebates for some I'T
products were raised from 13% to 17% with
the aim of enhancing and expanding China’s
export portfolio.
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On January 1, 2005, China abolished the 8%
export tax rebate for aluminium and steel
alloys and imposed an export tax on
aluminium, copper and nickel. The change
of policy aims to restrict exports of these
commodities to help meet the huge domestic
demand as well as reduce the environmental
impact of China’s rapidly expanding
metallurgical industry.

Textile trade

Under the WTO’s Agreement on Textiles
and Clothing, the global textiles quota
system was dismantled on January 1, 2005.
Abolishment of the system — a great
opportunity for China’s highly competitive
textiles and clothing industry to expand
their exports — will inevitably prompt
certain countries to impose different forms
of protectionism measures in order to curb
the torrent of textiles and clothing exports
coming out of China. The U.S. has already
imposed “anti-surge” measures, and the E.U.
could well follow suit.

China did take the initiative to ease
international worries about being flooded by
Chinese textiles by levying export tariffs on
148 types of textile exports. These covered
six categories, including jackets, skirts,
non-knitted blouses and shirts, knitted
blouses and shirts, pyjamas and underwear.
The export tariffs are calculated by product
quantities and the tax rate is set as 0.2-0.5
yuan per item. In 2003, the total export value
of these six textile categories was valued at
about US$36 billion, representing over 60%
of China’s total textile exports. To a certain
extent, the export tariff will eliminate
enterprises struggling to survive on a low
profit margin, encourage the export of high
value-added products, and ease the problem
of cut-throat competition.

Foreign trade and

domestic distribution rights

China promulgated policies in 2004 to
implement its commitment of granting
domestic enterprises the right to engage in
foreign trade and relax distribution rights.
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The move gives foreign enterprises the right sectors, liberalise the retailing of

to access China’s wholesale, retail and direct pharmaceutical products, pesticides and

sales markets. The new “Foreign Trade Law” processed oil. It will allow foreign investors to
and “Methods on Registration of Foreign set up wholly-owned enterprises in the

Trade Operators,” which came into effect on convention and exhibition businesses, road
July 1, 2004, have waived the pervious freight transportation and warehousing
requirement that companies had to apply for  services. Foreign-invested enterprises as major
a license for a registration system instead. shareholders will be able to operate rail freight
Regarding domestic distribution rights, the transport businesses, and international sea
“Administrative Measures on Foreign transport and freight forwarding agency, and
Investment in Commercial Areas,” effective auto financing service sectors will also be
since June 1, 2004, has substantially lowered opened to foreign investors.

the threshold requirement for foreign

investors to get distribution rights. Foreign In relation to the above commitments, China
investors are only required to meet the issued a barrage of rules and regulations at the
minimum registered capital requirements end of 2004 in preparation for the changes.
provided in “Company Law” and relevant These include the “Provisional Measures on
registered capital and total investment the Administration of Processed Oil Market,”
requirements set for foreign investors. “Administrative Measures on Commercial

Franchise Operations,” “Administrative
Services sector Measures on Auction,” “Administrative
China has promised to open its wholesale,
retail, commission agency and franchise
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Measures on Auto Financing Companies” and
related implementation details etc, all of which
will come into effect this year.

Under CEPA, the Mainland opened up 18
service sectors to Hong Kong service
suppliers. In 2005, when CEPA II came into
effect, 11 sectors were further liberalised and
opening-up measures extended to eight new
areas. Taking CEPA T & II together, 26 service
sectors have been opened to Hong Kong
companies. In addition, Hong Kong and
Macau individual investors can set up
individually owned stores across China to
provide retailing services, food and beverage
services, hair dressing services, etc.

Investing overseas and

China’s “Going Out” policy

Since its accession to WTO, China has
strengthened policies to encourage Chinese
enterprises to “go out” and compete in
international trade. On September 23, 2004,
the Ministry of Commerce issued the “Rules
on Approving Mainland enterprises to
Establish Companies Abroad,” which
simplifies the paperwork for companies
investing abroad and also provides
government support. In line with the further
liberalisation under CEPA II, the Mainland
government promulgated the “Rules on

Approving Mainland Enterprises to Establish
Enterprises in Hong Kong or Macao Special
Administrative Regions” in 2004. The policy
has streamlined the approval procedure and
further lowered the requirements for Mainland
enterprises to invest in Hong Kong and Macau.

Changing tactics

During the second half of the 1990s, foreign
enterprises setting up in China were relatively
independent, and tried to make their way by
setting up wholly-owned operations in the
Mainland. Today, however, they are
increasingly looking towards mergers and
acquisitions to develop their China business.
The Central Government initially was against
foreign companies’ M&A activities in China,
but later warmed to the idea.

As general trade barriers continue to come
down, China’s liberalisation investment fields
after its WTO entry provides opportunities
that facilitate foreign enterprises to change
their strategy. The liberalisation will also
influence China’s economic and social
development in a profound and far-reaching
manner. Related rules and regulations, being
general, theoretical and directive be'fore, are
becoming increasingly concrete, practical and
detailed. While foreign enterprises step up
their strategic changes, China’s local

Coface

Your partner for export trade

Founded in 1946, Coface is a world leader of credit insurance and credit management services
Coface has a presence in 91 countries and is rated AA by Fitch and Aa3 by Moody's

Enquiry : 2585 91 88

8/F Sunning Plaza, 10 Hysan Avenue, Causeway Bay, Hong Kong
Website: www.coface.comhk  E-mail - coface@coface.com.hk

» Business credit report
- Debt collection services

coface? * @rating Line
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enterprises may have to tackle more pressure
and challenges.

Market opportunities

As we are now in the middle of China’s
second transitional period, we can expect
changes in the market environment as the
geographical, quantity and shareholding
restrictions on foreign investment are
dismantled. This will raise awareness of
market liberalisation and significantly
increase the number of sectors open to
foreign investors. Communication services,
wholesale and retail services, banking,
insurance, travel agency and tourism
services, transport services and warehousing
services, etc, may present new opportunities
for foreign investment, and create a huge
new market.

Three types of market opportunities are
expected to arise during the second
transitional period:

i) As China increasingly opens up and
optimises her markets, more market
opportunities will be created. Key sectors like
finance, banking, insurance, securities,
commercial wholesale and retail,
construction and logistics sectors will be
opened to foreign investment. Foreign
securities firms are also expected to enter the
Mainland’s securities market through joint
venture, further worsening the already fierce
market competition.

ii) Foreign companies will turn to exploring
domestic market opportunities, particularly
through chain businesses. Currently, foreign
retailers enter the market mainly in the
form of big bazaars and hypermarkets, and
this trend is expected to continue for the
next few years.

iii) Electronic commerce will become a
common platform facilitating changes in the
trading environment and developing more
trading opportunities.

As Hong Kong is China’s largest trading
partner and major source of foreign
investment, the second transitional period
presents both opportunities and challenges
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ipac financial planning is pleased to announce
the launch of its

information-kit series
(a collection of useful guides which help you explore topics
you might not currently know much about)

Your financial success and the achievement of your goals
depend on sound financial planning.
These information kits are available to you free of charge to
assist you to plan for a better future.
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3 Guide to living and retiring well in Australia

From stamp duty to shipping cars, and all topics in between, this guide
provides interesting and informative information on Australia and its culture,
whilst highlighting issues critical to migration and repatriation.

3 Guide to smart investing

Did you know that most investors do not achieve a rate of return that exceeds
inflation? Find out what the keys to successful investing are and begin to
understand the complex world of investments by reading this easy to follow
guide.

O Guide to settling in Hong Kong / O Singapore

Insightful and enlightening, these guides offer tips for the four key relocation
stages — pre-arrival, upon arrival, the early days and once you are settled.
From tax to typhoons, these guides help with the basic issues that face all
newcomers to Hong Kong and Singapore.

O Guide to education planing

Providing tertiary cost comparisons between the most popular overseas
destinations, this guide takes an in-depth look at school fees and how you can
enjoy financial freedom yourself whilst furnishing your child with a solid education.

O Guide to kids and money

Educating your children on the subject of money is about a lot more than
encouraging them to save. This guide is for parents who are interested in
helping their children develop successful money management habits through
fun activity.

Order the information-kit(s) on line at www.ipac.com.hk
using the ‘more information’ button or contact us
on 2285 2888 or learn@ipac.com.hk

ipac financial planning Hong Kong Limited, Suite 2201-2205, 22/F One Pacific Place, 88 Queensway, HONG KONG
Tel: (852) 2285 2188/Fax: (852) 2285 2199/www.ipac.com.hk
ipac financial planning Singapore private Limited, 2 Battery Road, #27-01, Maybank Tower, SINGAPORE 049907
Tel: (65) 6880 5569/Fax: (65) 6223 8180/www.ipac.com.sg
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for Hong Kong companies engaging in the
import and export trade. They need to think
about ways to lower transportation and
loading costs, expedite customs clearance
and increase the volume of re-exports via
Hong Kong.

Meanwhile, Hong Kong manufacturers will
also face a number of problems. They need to
explore how they can expand in the
Mainland, switch to high-tech and high
value-added business and the re-design of
regional investment distribution.

For Hong Kong’s services providers, they
need to expand their service networks in the
Mainland to meet demands from
manufacturers. This will involve extending
their services to the Pearl River Delta and
further into the hinterland, as well as selling
their services to Mainland enterprises. All
these efforts are crucial to the consolidation
and enhancement of Hong Kong’s position as
Asia’s leading financial and trading centre. B

Jeffrey Chen is Legal Director (Shanghai)
for Horwath Hong Kong Group Ltd., and
looks after the company’s investment issues
in China. He can be reached at jeffrey.
chen@meespiersonhorwath.com, or for more
information visit www.horwath.com.hk
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Group leader Duan Xiong meets
with workers at the beginning of
their shift at a General Motors
Corporation plant in Shanghai.
Duan and his wife both work at
the factory and are among the
growing Chinese middie class
now able to afford cars.
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The U.S. and E.U. vs.

BB B ¥ &R

By David O’Rear B X #

A plush doll, bought at Wal-Mart, has a
tag that reads Wal-Mart and "Made in
China." The Bush Administration and
Congress may take the bargain out of
such bargain shopping. Both threaten
trade penalties of up to 27.5% on
everything China exports to the United
States unless it revalues its currency.
Those penalties could in effect punish
Wal-Mart and U.S. consumers too.
RABBEROEQF - R LOFABERE
N [PEBE | P& - HHRBANREFELR
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Adam Smith would enjoy seeing Beijing lecture the
U.S. and European Union on free trade. After
decades of refusing to have anything to do with
capitalist notions, China in the past 25 years has
learned to play the game so well that the major
proponents of market forces are crying foul.

The U.S. and E.U. are attempting to strong-arm
China into manipulating its currency and trade, and
threaten further protectionist moves if it does not
do so quickly. The U.S. Treasury and Senate each
gave Beijing six months to act, and trade embargoes
on certain products are already in place. Europe is
also threatening to reimpose duties on selected
imports, although no action has been taken as yet.

Here’s how it happened: In May, U.S. Treasury
Secretary John Snow warned that Congress would
likely take action against imports unless Beijing
revalues. He specifically linked his department’s
decision to certify that China was not manipulating
the exchange rate to rising protectionist sentiment
in Congress. (The Senate in April passed a

non-binding resolution urging the Bush
Administration to impose a 27.5% tax on U.S.
consumers’ purchases of goods from China unless
Beijing moves to a more flexible exchange rate
regime within six months. The issue is likely to
come up again in July.)

These actions come just a few months after a
Treasury Department report on international
economic conditions said China’s real effective
exchange rate was the important one in
determining competitiveness, and that on such
calculations, the renminbi was appreciating. The
same December 2004 report acknowledges that
“China is laying the groundwork for a shift to a
market-based, flexible exchange rate.” Yet, in the
latest (May) statement, the department reports
that “It is widely accepted that China is now ready
[to move to a market-based, flexible exchange
rate] and should move without delay ...”

What changed? In the analysis of China’s booming
trade surpluses in recent months, the May version
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of the treasury report points to the end of the textile
quota system, recovery in global IT markets and
exporters’ efforts to secure payment early, in
anticipation of a revaluation. Currency market
speculation is also cited as a reason why capital
inflows shot up in the latter part of the year.

In other words, all the noise out of Washington and
global market forces were the driving forces, and the
U.S. Senate and Administration don’t like it.

China’s response

Predictably, Beijing quickly and forcefully
denounced protectionist measures and refused to
budge. However, recent moves to liberalize foreign
exchange trading may be a step in the direction of a
more market-driven exchange rate regime. This
year, the People’s Bank of China allowed seven
foreign banks to begin trading the U.S. dollar
against seven other currencies, and the euro against
the yen. Some restrictions on commercial firms’
ability to hold foreign exchange were relaxed.
Domestic insurance companies and the national
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pension fund were authorized to invest in overseas
capital markets. Travelers abroad are allowed to take
out more renminbi. In other words, China is doing
exactly what it said it would do, step by step.

Something else changed as well between the
December and May Treasury reports. The U.S.
added $167.4 billion to the public debt. The budget
imbalance is financed, to a large part, by foreign
central banks’ purchase of U.S. treasury bills. Those
purchases are needed to off-set trade surpluses,
since allowing the export earnings to be converted
into local currencies would fuel inflation. Foreign
financing of the U.S. budget keeps American interest
rates down, allowing consumers to spend more and
save less. Until and unless the U.S. gets its budget
under control, this pattern will continue.

Garment wars

On May 13, the U.S. reimposed quotas on imports
of Chinese-made cotton knit shirts (categories
338/339), cotton trousers (347/348) and man-made
fiber (MMF) underwear (352/652). As the quotas
are set at low levels in comparison to year-to-date
import growth, embargoes are expected sometime
in the third quarter. On May 18, the Bush
Administration banned import of Chinese-made
socks (categories 332/432/632). The decision was
taken after imports surpassed quotas reestablished
in October last year.

Pending applications for protection cover cotton
and MMF sweaters, brassieres, dressing gowns.
Synthetic filament fabrics, MMF knit shirts and
blouses and MMF trousers and shorts are also on
the hit list. On the other side of the Atlantic, E.U.
trade commissioner Peter Mandelson said European
production and employment have suffered in the
T-shirt and flax yarn industries since early in the
year. He stopped short of threatening to follow the
U.S. in reimposing quotas.

Further protectionism is clearly coming, and the
$164 billion question is whether China’s response
will be limited to export tariffs or expand to include
a significant revaluation or reduced purchase of U.S.
treasury bills. B

David O’Rear is the Chamber’s Chief Economist.
He can be reached at david@chamber.org.hk
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The honeymoon period for China’s textile industry
lasted just four months after the global textile quota
system was abandoned at the start of this year. The
U.S. has since been building anti-surge mechanisms
to block certain textile exports from China. As The
Bulletinwent to press, the European Union (E.U.) had
yet to follow suit, but it had launched investigations
targeting certain Chinese products. Ironically, the
abolition of the textile quotas has not made trade
freer, it has triggered off a new round of trade wars.
The U.S. imposition of import restrictions on China’s
textile products runs counter to WTO rules, but I am
not going to discuss that here. Instead, I will focus on
the impact that a trade war will have on the Mainland

and Hong Kong’s textile industries.

The dilemma facing China’s textile industry

As we predicted in the January issue of The Bulletin,
the U.S. and E.U. would slap import restrictions on
China’s textile exports around the middle of 2005.
The move did not surprise the Mainland’s textile
industry. In fact, China’s Ministry of Commerce
even introduced self-restraint measures to bridle
surging exports. Unfortunately, none of these efforts
managed to satisfy the U.S. or E.U., or keep exports

in check. According to statistics compiled by China
customs department, China’s textile exports to the
E.U. and the U.S. in the first three months of 2005
surged 48% and 71% respectively, peaking in
February at 111% and 110% respectively.

Large enterprises saw their exports grow by between
30% and 50%, while profit-thirsty small enterprises —
who are generally less willing to exercise self-restraint
— saw much higher growth. Once anti-surge
mechanisms were put in place, however, no enterprise
was spared. So far, the U.S. has imposed quotas on
three types of textile items, yet on the basis of 7.5%
year-on-year annual growth, this quota will be used
up in the first half of this year. According to the
Ministry of Commerce’s estimate, these restrictions
will cost China US$1.3 billion in lost exports and
jeopardise the jobs of tens of millions of workers.

China is the world’s largest apparel producer,
consumer and exporter, accounting for one-fifth of
the world’s total exports. However, only 10% of
production is under her own brand names. The
remaining 90% is comprised of either brandless
production, or brands of foreign investors. China’s
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Textile Trade War Heating Up

By Ruby Zhu %#

textile makers earn just 10% of the profit from along
the international value chain, while the remaining
90% goes to brand owners, wholesalers, distributors
and retailers in importing countries.

In addition to developing their own brands — which
will allow companies to move up the value chain and
avoid trade barriers — companies can also invest
overseas to avoid protectionism measures. China’s
electrical household appliances industry has
benefited remarkably from such a strategy, but few
Chinese textile enterprises have set up overseas
production lines. As China’s textile industry has a
strong edge in facilities and technologies, textile
enterprises are better positioned to “go out”
compared to other manufacturing sectors. Given
that the trade war is just heating up, more of the
Mainland’s textile enterprises are expected to adopt
a “going out” strategy.

Impact on Hong Kong

During the first quarter following the abolition of
the textile quota system, China’s re-exports to
Europe and the U.S. via Hong Kong dropped
sharply. In addition, export tariffs have negatively
impacted the processing trade, with China’s exports
to Hong Kong falling 7%. Meanwhile, Hong Kong’s
textile exports to Europe and the U.S. also dropped
significantly. This is because the vast majority of
Hong Kong companies have factories in the
Mainland and because China-made products are
now quota free, they will obviously export their
goods from China. In the first quarter of this year,
Hong Kong’s “HK-made” textile and apparel exports
to Europe and the U.S. plunged 20% and 70%
respectively compared to same period last year.

The United States’ new protectionism measures against
China’s textile exports will also affect Hong Kong
manufacturers in the Mainland. Although some
production might switch to Hong Kong, many

Hong Kong companies have already moved their

production bases to the Mainland. Most small- and
medium-sized enterprises may not be able to afford to
re-locate their production lines back to Hong Kong or other
Southeast Asian countries. Theoretically, Hong Kong’s
textile exports should grow and this will improve
unemployment, but re-exports via Hong Kong will fall.
Currently, seven kinds of China-made textile items being
restricted to the U.S. account for 17% of China’s textile
re-exports via Hong Kong. Given that trading is Hong
Kong’s pillar industry, the impact is obvious.

How will China respond?

In response to the U.S. sanctions, the Ministry of
Commerce announced on May 20 that it would raise
export tariffs on 74 textile items — mostly by five times —
starting June 1. As our Chief Economist mentions in his
story on page 24, regardless of what measures China
takes to limit textile exports, the U.S. will not be
satisfied. The U.S. has hidden motives. China’s initiative
to tax textile exports to keep growth reasonable will not
be able to avert a trade war. However, as the U.S.
imports less from China, and should the trade battle
continue to escalate, the impact on China could be huge.

Minister of Commerce Bo Xilai tried to explain China’s
dilemma as a developing country dependent on low-value
exports. He said China must export 800 million shirts
to balance the cost of an Airbus 380. The Mainland’s
low-end products are expected to keep getting thumped
by U.S. and European protectionism measure unless it
can move up the value chain. This will take decades
and therefore China will continue to get the thin edge
of the wedge in any trade war. As a sovereign power,
however, China needs to weigh the situation before
deciding to adjust its exchange rate or make trade
concessions. Whatever the outcome, Hong Kong
companies will inevitably be affected. Therefore,
businessmen need to prepare for different scenarios
ahead to minimise their losses. B

Ruby Zhu is the Chamber’s China Economist.
She can be reached at ruby@chamber.org.hk
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The Rising Importance of China's
State-level Development Areas

With the global shift of industries and acceleration R&D centers, purchasing centers, and regional

of international capital flows, China’s state-level headquarters. State-level economic-technological

“economic-technological development areas” are development areas were established in 1984, and are

providing an important role in the new wave of considered the pioneers of China’s opening-up

restructuring. policy. These areas, over the last 20 years, have made
the win-win mould a reality for foreign-invested

These economic-technological development areas enterprises setting up in China.

are open to transnational enterprises engaged in a

wide range of businesses, from industrial Based on the latest data by the Ministry of Commerce

manufacturing bases to service outsource bases, of the People’s Republic of China, the accumulative

Chart 1: The Main Economic Indicators of 54 State-level Economic Development Areas in 2004

Economic Indicators Summation of State-level Domestic Increase Compared
Economic Development Areas | Proportion (%) | to Previous Year (%)
Total Industrial Output 1794.911 billic « ¥ 7.21 38.53

Regional Industrial Output | 660.144 billion ¥ 484 32.43

Contractual Foreign
Capital Amount
Actual-used Foreign
Capital Amount
Exportmme 80.304 billion $ 13.53 64.29
Tax Income 93.304 billion ¥ 3.63 23.31
Source: MOFCOM

22.064 billion $ 14.37 8.85

13.607 billion $ 22.45 31.74
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foreign-invested capital in 54 state-level
economic-technological development areas has
surpassed US$58 billion, which represents 11.57%
of the nation’s total FDI.

The main economic indicators in 2004 for the

54 state-level economic-technological development
areas, including gross industrial output, regional
industrial output, contractual foreign capital,
actual-used foreign capital, export volume, and taxes,
played a significant role in China’s national economy.
The total actual-used foreign capital reached
US$13.607 billion, or 22.45% of the nation’s total,

an increase of 31.74% compared to 2003, and 28.89
percentage points higher than nationwide growth.

The economic-technological development areas are
also helping China adapt its industries to international
standards. Automobile manufacturing is at the core of
the latest wave of international manufacturing coming
to China. Most IT and automobile transnational
manufacturers have established manufacturing bases
of China in the main state-level economic-
technological development areas (see chart 2). Today,
these produce 57% of all automobiles manufactured in
China, and 37% of all mobile phones.

Take Tianjin Economic-technological Development
Area (TEDA) as an example. Crown and Corolla are
produced there under a joint venture between
Toyota and The FAW Group Corp. of China.
Meanwhile, Motorola from the U.S., Sanyong from
Japan, and Samsung from Korea manufacture their
GSM and CDMA mobile phones in TEDA. In the
annual investment environmental evaluation of 54
state-level economic-technological development
areas given by MOFCOM, TEDA has been ranked
first for five consecutive years.

2004 marked the 20th anniversary of the
establishment of the state-level economic-
technological development areas in China. In a
conference discussing the work of the state-level
economic-technological development areas in the

Chart 2: Automobile Manufacturing in the State-level
Economic-technological Development Areas: Immediate
output can reach 2 million

Vehicle Type
Crown, Corolla, Vios

Xiali,Vitz

Invested Areas in China
Tianjin
Economic-technological
Development Area

Shanghai GM

Golden Bridge Economic
Development Zone

Beijing Development Zone ihandail

Wuhan Economic : ;
Citroen Citroen

Development Zone

Yan Tai Development Zone | GM _

Guangzhou Development | Guangzhou Honda| Accord

District Guangzhou Toyota |

State Council, Premier Wen Jiabao and Vice Premier
Wu Yi put forward the new positioning of the areas as
“Three Focuses, Two Devotions, and One Promotion.”

This means state-level economic-technological
development areas should enhance the quality of
foreign capital absorbed, develop modern
manufacturing industries, optimize their export
structure and develop hi-tech industry and high
value-added business. This will help the state-level
economic-technological development areas integrate
into development zones providing other services.

The state-level economic-technological development
areas have created a unique investment environment,
administrative systems, industrial conglomeration,
and expansion of job opportunities. They have the
potential to create new experiences and means for
China to advance its industrialization, and will play
an important role in transferring the economic
growth pattern throughout the whole country.

TEDA

As the center of Bohai Bay economic ring, one of
the three main economic rings in China, Tianjin
Economic-technological Development Area (TEDA)
boasts prominent advantages in its vast potential of
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inner land market. Bohai Bay economic ring is a
golden area with dense population, big cities,
convenient transportation, advanced industries and
businesses, and thriving consumer potential. TEDA’s
radial range of 500 km encompasses 11 big cities,
each with over Imillion citizens (there are 32 such
cities in the whole of China), accounting for 17% of
the nation’s total population. With over 20 million
people live in Beijing and Tianjin, the two famous
metropolises in China, giving enterprises in TEDA
easy access to the rapid-growing China market, in
particular, the northern China market. Thanks to
the solid industrial and technological foundation of
Beijing and Tianjin, enterprises in TEDA are
provided with complete industrial mating
capabilities and shortcuts to their desirable local
suppliers of raw materials and components.

To date, 1,410 enterprises from Hong Kong have
invested in TEDA, with a total investment of
US$4.91 billion, including US$4.01 billion of
contractual investment capital. A large number of
high-tech enterprises from Hong Kong have
established companies in TEDA to develop processing
and manufacturing industries in the Mainland.
After the signing of CEPA, TEDA was chosen as the
first Mainland area to exchange experiences with
Hong Kong on economic development to expand
cooperation on services trade. Hong Kong, Tianjin,
and TEDA are developing their economy through
complementary cooperation. B

Provided by TEDA
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Financial planning for
your future doesn't
have to be painful

By Brian Liu

MBREC R R RERER
BRE

Have you had this strange experience before? You sit
down with a personal banker or a financial adviser,
and the conversation goes something like this:

You: I need to grow my wealth. Please tell me what
to do?

Adviser: Well, tell me, what’s your risk tolerance?

In fact, before we proceed, you need to sign this risk
profile form.

I can see you nodding, yet you look confused. Yes,
you have had that conversation before, but what is
so strange about that.question? Well, imagine if you
visit your family doctor, and the conversation went
like this:

You: I don’t feel well. Please tell me what to do?
Doctor: How much pain can you take? In fact,
before we proceed, please sign this pain threshold
declaration form.

KRT PHOTOGRAPH BY PETER ANDREW BOSCH/MIAMI HERALD

Now, wouldn’t that be a bizarre thing for a doctor
to say at the start of a consultation? Typically,
qualified medical doctors begin by asking you a
series of questions; if needed, they’ll run some
tests. When they’ve diagnosed the problem, they
take you through a number of options that can
treat your ailment.

Option A, which might be surgery, could be very
effective, but it comes with a certain level of pain
and risk. Option B, a heavy dosage of medication,
would probably take you down the road to recovery,
but at a slower pace and with less risk. Presented
with the pros and cons of each option, you would
then be able to make an informed decision; only
then would you decide how much pain you are
prepared to take.

The French classical author Frangois de la
Rochefoucauld once wrote, “We should manage our
fortune as we do our health —enjoy it when good, be



Some people feel the traditional approach to

The Bulletin LH AT JUN 2005 | Special Reports WA & | 37

financial planning is flawed as it begins with an

examination of clients’ aversion to risk.

This lifestyle financial planning approach focuses
on lifestyle requirements first, then determines the
amount of money a client will need to achieve

their financial goals (graph).

Source: ipac financial planning Hong Kong Ltd

patient when it is bad, and never apply violent
remedies except in an extreme necessity.”

These words are some 400 years old, but they still
hold true today.

Like a good doctor, a competent financial adviser
should first -help you articulate and quantify your
lifestyle goals, such as retirement lifestyle and
children’s overseas education funding; she then needs
to diagnose your situation by assessing your balance
sheet, your investment asset allocation and cash flow.

With that diagnosis your adviser should be able to
determine what kind of steps you need to take to
reach those goals. Apart from sorting important
financial issues such as your health and disability
insurance (and life, if you have dependants), and
making sure you have a written will, she can work
out the rate of return needed on your investments in
order to reach your goals.

The required rate of return over your investment
horizon determines the asset allocation or the mix
of the major asset classes. For instance, an annual
return of 5 percent over inflation over 10 years
might need an asset allocation of 70 percent
international equity, 15 percent international fixed
income and 15 percent cash.

The prescribed asset allocation comes at a certain
level of risk. Using the same example, this
investment strategy might return you 30 percent in

the first year. However, there’s also a chance that
you might get a negative return of a similar
magnitude! Of course, the volatility is smoothed
over the years, but are you able to stomach this risk?
Are you able to maintain your lifestyle if your
investments go through a bad patch?

If your answer to these questions is ‘yes’, Option A is
likely to be a suitable strategy for you. If your
answer is no, then a less aggressive Option B is
probably more palatable; for instance, you may be
looking at an investment strategy of 3 percent per
annum over inflation instead. This means that you
would need to make some trade-offs, such as
spending less, working longer or lowering the cost
of your retirement lifestyle; in order to meet your
lifestyle objectives.

The financial adviser’s role is very much like a
doctor’s: to diagnose your ‘ailments’ and to provide
a good prescription. In the same way that you don’t
take chances with your health and choice of medical
practitioner, don’t take chances when it comes to
your financial health and choice of financial adviser.

If it’s bizarre for a doctor to ask, “What is your pain
threshold?” the alarm bells should ring if your
financial adviser’s first question is, “What is your
risk tolerance?” B

Brian Liu is senior vice president at ipac financial
planning Hong Kong Ltd. Send him your comments at
brian.liu@ipac.com.hk

Lifestyle Financial Planning
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Carlos Higuchi,
Head of Alternative Investment Products, INVESCO

Consumers, both institutional and high net worth individuals,
are seeking a greater variety of complex financial products
in pursuit of the next product “that’s time has come” to
produce strong returns.

As Carlos Higuchi from INVESCO explained, every product
seems to have its day. Therefore, the choice of products to
include in your portfolio will not necessarily depend on past
performance, but where the world is today and where your
needs are.

Mr Higuchi is Managing Director, and Head of Alternative
Investment products, Asia Pacific for INVESCO Asia Ltd.
He suggests investors to consider Alternative Investment
products in their medium- to long-term investment portfolio
as an alternative for other fixed income products, such as
corporate bonds, for the following reasons:

Diversification — they provide an ideal balance to a
traditional portfolio, as they have a low correlation with other
financial instruments, and therefore able to lower the overall
volatility of a portfolio.

Better returns — On a risk-adjusted basis, historically a
number of alternative investment products have performed
better as they have lower volatility i.e. price changes less
frequently, with fewer factors affecting their volatility.

What do we mean by alternative investments?

Mr Higuchi says these are not new products, but the rising
interest in them reflects the increasing sophistication of
investors. There are a number of well-known securities, such
as hedge funds, however Mr Higuchi suggests that for the
Hong Kong market, real estate, and leveraged loans can be
better options.

 from Alternative Investment Products

Real estate products could be private funds or REITS (real
estate investment trusts — property assets are formed into a
trust and listed on the stock exchange). Real estate products
have the benefit of being easier to understand by investors
and tend to offer attractive yields. REIT markets in Japan,
Singapore and other countries in Asia continues to develop
and grow, though the US REITS market is still the largest
REIT market with over 20 years of trackrecord. Since 1987,
US REITs have averaged a 5.4% annual dividend growth,
this is an asset class where its dividends have the ability to
grow over time. The underlying property types of REIT may
range from office buildings, regional malls to industrial and
residential properties, etc, allowing abundant investment
opportunities under different periods of the business and
economic cycles.

Leveraged loans are a form of fixed income with loans executed
from leveraged buy-outs or mergers and acquisitions. They
benefit investors by being secured loans and also form a good
diversifier as they have low volatility. This asset type is not
really exposed to interest rate risk because the underlying
asset is tied to a floating rate index such as LIBOR that
changes according to prevailing market rates.

Mr Higuchi maintains that the choice of alternative investment
manager is the key to success and stresses the importance
of having solid experience, a strong track record and
infrastructure. He advises people to choose managers who
have at least five years’ product experience, who have seen
the ups and downs in the market and have the experience of
managing the downside of investments. Alternative
investments can be complex, therefore the number and
composition of backroom staff is of crucial importance. There
are many skill sets required, such as legal and accounting, to
provide the required high levels of service needed.

Mr Higuchi says his long-term customers value the tailored
service that INVESCO provides, the transparency of
operations and the emphasis on educating clients so
investments are not made in products that are not fully
understood. INVESCO has 130 years’ experience as an
asset manager and has been active in Asia since 1962.
INVESCO group’s real estate investment business manages
a total portfolio of around US$20 billion of assets; the bank
loans investment business manages a total portfolio of
around US$6 billion.

For further information about INVESCOQ's Alternative
Investment capability please contact:

INVESCO Asia Limited

12/F Three Exchange Square

8 Connaught Place, Hong Kong

Tel: (852) 3191 8226

Email: institutionalservices @hkg.invesco.com
www.invesco.com.hk
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Finance Your Supplier to

Cut Procurement Costs

Old-style traders ruthlessly played suppliers against each
other, pushing costs onto their trade partners. The fallacy
was zero-sum thinking — “I can only win when you lose.”

Today’s smart traders collaborate with their partners,
stripping costs and inefficiency from the supply chain
and sharing increased margins. Even production costs
can be slashed. How? Stable,long-term contracts help a
factory to reduce overheads and operate more efficiently.

Operating capital is a big cost of production, but a
friendly buyer can help. Supposing you automate the
financial side of trade transactions, using a web-based
service provider. Now youve got a second-by-second
overview of where the money goes, plus innovative
supply chain credit services.

For example an Early Payment Program can fund early
payments, and free up the buyer’s credit line, while
helping the supplier to finance production. The buyer
can efficiently manage a discount program, while the
supplier can receive funds early, reduce their account
receivables and eliminate extended payment risk.

It’s difficult to get early payment discounts when you
are using clumsy paper transactions, according to
Burton Snowboards, which transformed its situation
by adopting an Internet based Early Payments
Program. Says treasurer Tom D’Urso: “We’re able to
offer suppliers payment in five days at a discounted
rate. We're surpassing the return we saw from
extending payment terms. Plus, we no longer tie up
time and working capital with letters of credit.”

Burton’s supplier, Trak Sports, is happy too. “Our
business with Burton increased by 56 percent this past
year,” says president Doug Barbor, “Supporting this
growth on 30-day terms stretched our cash thin. We
had to hire 60 more people and start purchasing far
more raw materials. Now that we can opt for five-day
payment terms, we have the cash we need to support
Burton and grow our business.” B

Robert Lin is Vice President (BD) for TradeCard's Asia/
Pacific Region operations. He can be reached at
rlin@tradecard.com
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Buying Property Abroad :
A Regional Glance

Location, location, location. That is what a good property investment
is all about. Here, we take a look at a handful of some of the better
and lesser  known locations to invest in from around the region

In the Pacific, Australia and New Zealand remain the most obvious
choices. According to Berthold Chik of ANZ Personal & Private Bank
in Hong Kong, both markets are characterised by strong
fundamentals, such as healthy net immigration and low vacancy rates,
thus ensuring continued demand for properties and an overall positive
outlook

In Australia, Queensland is by far the most popular area for both local
and overseas property investors alike. With a low investment entry
point, it is possible to purchase a resort-style apartment with two
bedrooms and bathrooms for as little as AUD 275,000, says Mike
Sweeney of Glencorp, a property development group based in
Australia. In particular, Sweeney recommends the coastal city of
Cairns, which is currently enjoying a relatively high occupancy rate of
approximately 45%. thus making it ideal for those looking for solid
buy-to-let opportunities

On the Asian property investment scene, one might not immediately
think of Malaysia, but this is one of the regioni® up-and-coming
markets. Compared to other major cities across the region, Kuala
Lumpur has some of the lowest costs per square footage and, as
such, the potential for capital appreciation is high. Already, property
prices within the city}® centre and Golden Triangle district have
surged by up to RM 1,000 per square foot in recent years, reports
Low Yat Group of Companies, a Malaysian property development
consortium. Especially popular at the moment are downtown serviced
apartments, which offer good buy-to-let potential.
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More high profile is Thailand, a destination popular with both tourists
and lifestyle investors. Phuket and Koh Samui, in particular, are

favoured by lifestyle investors, while Pattaya is an attractive
alternative further north, offering good buy-to-let potential in the
area’s residential condominium segment. According to Nigel Cornick
of Raimon Land, this segment has been consistently offering
attractive rental returns to investors over the last couple of years,
which is a trend he expects to continue in the foreseeable future.

Finally, and much closer to home, we have Macau, which has seen its
property market take off in a big way. Observes Ben Kao of The
Formosa Group, a real estate investment firm, Macau’s recent market
performance represents only the beginning of what will promise to be
a long-term growth trend, since the majority of the new casinos have
yet to come into operation. Moreover, if the Macau-Hong Kong-Zhuhai
bridge is built, says Kao, Macau will essentially become a suburb of
Hong Kong, resulting in a significant rise in Macau property prices as
the price gap narrows between the two cities

For more information on investing in overseas property markets,
SMART International Property Expo 2005 will be hosted
at the Hong Kong Convention and Exhibition Centre from
18-19 June 2005. The exposition will feature over 50 exhibitors
and a diverse range of property investment opportunities from around
the world. In addition, the exposition will be running a number of
educational seminars aimed at both seasoned and first-time property
investors. All guest speakers are specialists in their fields and are
drawn from international property firms, including some of the
companies mentioned in the article

Registration is free at www.3c-ltd.com/smart/expo.
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Who says crime doesn’t pay? For Steve Vickers,
corporate fraud, embezzlement, kidnapping,
copyright theft and corporate contests are all
contributing to his rapidly expanding global
business empire.

Mr Vickers is a “crimebuster” - a lifeline for many
corporations who find themselves unexpectedly
drowning in a sewer of crime. And in a world of
uncertainties, he has no shortage of clients.

“There’s no outbreak of honesty in Asia this year,”
the former triad-buster quips, adding sardonically,
“I like to rely on human nature to keep my business
expanding.”

Steve Vickers is no stranger to the darker side of the
law, having become a household name during his
18 years with the Royal Hong Kong Police Force.
During his service, he commanded the Criminal
Intelligence Bureau, which saw him lock horns with
some of Hong Kong’s most nefarious triads,
including the Sun Yee On and 14K gangs.

International Risk Limited

www.intl-risk.com

He has also handled 28 kidnappingincidents, both
domestically and internationally, including the
kidnapping and disappearance of ChinaChem tycoon
Teddy Wang. The epitome of discretion, he refuses to
talk about any of these past cases, even today.

After retiring from the police force, he continued
to fight crime through various jobs, ranging from
heading a leading U.S. listed company in the risk
mitigation field, to chairing and investigating
brand protection issues in China and other
emerging markets.

In 2000, he established the regional investigative and
risk management arm for a big-four global
accounting firm. Subsequently in October 2002 he
led a management buy out of the company and
changed its name to International Risk Ltd.

“We had only 10 weeks to re-brand, create an
international global IT system, develop collateral
material and Websites, set up a global VPN, find
regional offices, negotiate leases, et cetera, and we




had to do all this while remaining operational,” he
said. “That was a character-building chapter of our
history to say the least.”

Steering companies away from trouble

A large part of IR’s business revolves around fraud
investigation. Through offices in Hong Kong,
Tokyo, New York, Beijing and Singapore, his staff —
made up of former law enforcement officers,
forensic accountants, computer crime specialists,
researchers and a web of 200 investigative operatives
— help multinationals conduct due diligence.

“On the fraud side, this not a happy business. It is like
putting the toothpaste back into the tube,” he says.

The company’s fraud investigations often identify
internal staff as the perpetrator. IR then collects
and packages the evidence for clients to report the
crime to the police.

“The harsh reality of life is that you have to move
very fast and package the case properly, otherwise
evidence will disappear or funds evaporate very
quickly,” he says.

With 95% of business records stored in electronic
format, IR’s in-house forensic laboratory plays a
crucial role in bringing about successful prosecution
by recovering deleted or destroyed files.

IPO Bombs
With the up tick in the economy, there has been a
huge inflow of investment into China, and Mr

Vickers says IR has grown rapidly on the back of the
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increased investment flows into China, especially as
part of M&A deals.

But a worrying trend is the lack of due diligence that
companies are conducting on IPOs. Mr Vickers
believes many underwriters and professionals will be
left running for cover when IPO bombs, as he likes
to call them, start going off in people’s faces or when
the economy stalls.

“We are setting ourselves up for a fall. The hard
reality is the level of due diligence conducted into
IPOs is less onerous and effective than it is in
Singapore. While Hong Kong has the regulations,
the actual manner of due diligence into IPOs leaves
a lot to be desired. People are doing technical,
rather than actual due diligence. They are just
ticking the boxes,” he laments.

“This will, when the current economic boom cools
down, leave a very nasty taste in the mouth. Businesses
never seem to learn from history,” he added.

A staunch Hong Kong supporter, Mr Vickers warns
the resulting fallout could undermine Hong Kong’s
position as a financial hub for Asia, and rubbish our
claim as Asia’s World City.

Managing risk

In addition to I[POs and risk mitigation work, IR
also provides political risk analysis, and investigative
work for multinationals and even governments. It
recently conducted with the Taiwanese police one of
the biggest counterfeiting raids ever seen in Taipei
on behalf of a Japanese client.
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“We did legal work and conducted in-depth
investigated for six months to build a solid case and
delivered a crushing blow to the counterfeiters,” Mr
Vickers said. “They had an operation as big as an
aircraft hanger.”

IR was also hired by international clients following
the shooting of Taiwanese President Chen Shui-bian
on the eve of presidential elections on the island on
March 19, 2004. His preliminary investigation into
the shooting led to 20 grave discrepancies and
unanswered questions, and prompted an
independent judicial inquiry into the incident.

When he is not fighting crime, Mr Vickers focuses
his energies on helping the Hong Kong Trade
Development Council promote Hong Kong through
TV shows, interviews and talks. His mantra is
Hong Kong as the risk management center for
China, which is good for Hong Kong lawyers and
accountants, and
reinforces Hong Kong’s ( (
position as a world-class

arbitration center.

As such, he is bullish on
the future of Hong Kong.
Despite claims from some

quarters that China no SEIA TSN

AN A B

longer needs Hong Kong,
Mr Vickers believes the
Mainland needs the SAR
more than ever before.
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“The China story is not going away, and setting
aside the China story, the Asia story is not going
away either. We are well positioned with our
framework to mop up in the Asian environment,
where spotty law and order continue to exist,
provided we are bullish enough,” he said.

Despite dealing with crime on a dailybasis, Mr Vickers
radiates a cheerful and optimistic aura. When asked
how he manages to remain so upbeat, he says simply:
“Don’t take yourself too seriously. Life is what it is and
I think keeping your feet rooted in reality and
maintaining a sense of humour is the way forward.”

“I love Hong Kong, and Hong Kong is the reason we
keep our headquarters here, and why most of our
work, about 70%, is executed out of Hong Kong,”
the fluent Cantonese speaker added. “As such, I
think our future very bright indeed.” B

We are well positioned with our
framework to mop up in the Asian
environment, where spotty law
and order continue to exist,
provided we are bullish enough.
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Top 12 Executive Master in the U.S.

The City University of New York e
Baruch Licklin

Executive Master of Science
[ Finance / Marketing / AICPA Accounting ]

» The University has produced 11 Nobel Prize winngrs amongst its distinguished alumni B Graduates of the HK Executive program are mainly senior executives from
who are holding influential positions in the US government and mulfinationals multinationals and maijor corporations and successful entrepreneurs

P Baruch's part-time MBA is ranked 12th out of 300 programs in the US - US News ~ P> The Executive Master of Science program is a 1-year program that requires
student to complete 10 graduate courses

» Baruch is rated No. 1 in the country for advanced degree holders who pass the
AICPA Exam P EMSA program graduates will automatically be qualified to write the American Institute

» More CEOs and top executives in America graduated with first degrees from The City AR SN ST

University of New York than any other degree-granting institutions in the nation - B> All courses are lectured by overseas faculty from Baruch - City University of New York
Standard & Poors who has strong links with Wall Street, World Bank and multinationals
» CFA curriculum is approved and integrated in the EMSF program P Classes will be held on weekday evenings and weekends

Telephone: 2116 8633 Website: http://www.baruchnyhk.org
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Gala Dinner in Honour of Tung Chee-hwa

A gala dinner in honour of Tung Chee-hwa'’s election
as Vice Chairman of the CPPCC was held on April 25
at the Hong Kong Convention and Exhibition Center.
HKGCC was one of the 23 associations that initiated
the dinner. Anthony Nightingale, (then) Chamber
Chairman and Dr Lily Chiang, (then) Vice Chairman
represented HKGCC at the ceremony.
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Hernan Henriquez,
President of the Asian
Learning Centre, The
University of Santiago,
Chile, met with Chamber
Chief Economist David
O’Rear on April 13 and
discussed the latest

economic developments in

Hong Kong.

Mario George
Masher,
Consul
General of

S the Republic
of South Africa, briefed

members at the Chamber’s
May 5 roundtable
luncheon on the historical
significance of the “New
Economic Partnership for
Africa’s Development” and
how the agreement helps
companies do business

in Africa.

Anthony Nightingale,
(then) Chamber
Chairman, and Dr WK
Chan, Senior Director of
Business Policy,
represented HKGCC at the
Greater Pearl River Delta
Business Council Joint

Investment and Trade
Promotion Sub-Group
Meeting on April 21. They
exchanged ideas and views
with representatives from
Guangdong on joint
promotional activities to
facilitate investment and
trade of the Greater PRD.

Zhang
Ruigang, Vice
Chairman of
Tianjin
Economic
Technological Development
Area Administrative
Commission, led a
delegation to the Chamber
on April 26 to discuss
opportunities for mutual
cooperation.

Chen Yaohuan, Vice
President of Guangdong
Sub-council of China
Council for The
Promotion of International
Trade (CCPIT), led a
six-member delegation to
Hong Kong on April 27 to
study the impact and
implementation problems
of CEPA in Hong Kong.
Dr Eden Woon, Chamber
CEOQO, and Dr W K Chan,
Senior Director of
Business Policy,
exchanged views with

the visitors.

Andrew Ness, Executive
Director, Global Research
& Clients Service-Asia,
CB Richard Ellis, shared
with members at the
Chamber’s April 29
roundtable luncheon his
views on the development
of the retail market in the
Mainland and suggested
real estate strategies for
accessing the China market.

!

f 2005 it « il

Dr Lily Chiang, Chamber
Deputy Chairman,

attended the opening
ceremony on May 9 of
2005 Hubei Hong Kong
Week, which took place
in Hong Kong from

May 9-13. David Lie,
Chamber China
Committee Chairman,
and Dr Eden Woon,
Chamber CEO, attended
the welcome luncheon
hosted by HKGCC, CGCC,
CEA, CMA and FHKI in
honour of the Hubei
Governor, Luo Qingquan.

~ Vivien Chan

| (photo),

2 Partner, and
e Geoﬂrge
Ribeiro, Partner of Vivien
Chan & Co., shared with
members at the Chamber’s
May 10 roundtable
luncheon their experiences
in handling indirect trade
barrier litigation.

Europe

Andy Scott, Director,
International
Competitiveness, The
Confederation of British
Industry (CBI), U.K,, visited
the Chamber on April 15 to
discuss ways to strengthen
the relationship between
CBI and the Chamber.

Denmark — The Gateway to
Northern Europe Seminar,
jointly organized by the
Royal Danish Consulate
General and the Chamber,
took place on April 19.



Chamber CEO Dr Eden
Woon delivered the opening
remarks at the seminar.

The second ‘Meeting
with European Trade
Commissioners’ took
place on May 13 with
representatives from the
Consulates General of
Austria, Germany,
Hungary, The Netherlands,
Spain, Switzerland,
United Kingdom and
European Union.

Cheng Yiu Tong, the
Greater Pearl River Delta
Business Council
(GPRDBC) Convenor of
the Sustainable
Development Subgroup,
met with Dr WK Chan,
Chamber Senior Director
for Business Policy, on
April 19. Dr Chan
presented him with the
“Clean Air initiative” of the
Business Coalition for the
Environment, which was
coordinated by the Chamber.

The Business Coalition for
the Environment met on
May 4 and gave in-principle
endorsement to the draft
Clean Air Charter. The
charter is to provide the
focus for a business
community-wide effort, to
be championed by the BCE,
to improve air quality in
the Pearl River Delta.

Environmental expert

clean air initiative. The
GPRDBC Subgroup
decided to support and be a
partner of the BCE initiative,
subject to approval by the
Main Council.

The Buildings Department
met with members of the
Environment Committee
for a briefing session on
May 11 on the consultancy
study on comprehensive
environmental performance
assessment scheme (CEPAS)
for buildings in Hong Kong.

Dr WK Chan, Chamber
Senior Director for Business
Policy, attended the
organizing committee

meeting of the renewed
Hong Kong Awards for
Industries on April 22. The
new award scheme is based
on the original Hong Kong
Award for Industry but with
the services award now
merged into it. The
Chamber is the leading
organizer for the award
category in “Innovation and
Creativity”

Kenneth Ng was elected
Chairman of the Chamber’s
Legal Committee at its
meeting on May 5, while
Tim Gallie was elected

Vice Chairman.
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Robert Wong and Kyran Sze
were elected Chairmen of
the Chamber’s Real Estate
and Infrastructure
Committee at its meeting on
May 3, while Aron Harilela
was elected Vice Chairman.

Rosanna Law, Assistant
Director General for Trade
and Industry, met with 10
members on April 22 to
discuss the latest request/
offer situation of the GATS
(General Agreement on
Trade in Services)
negotiations. B

Sourcing & Procurement for Hong Kong Disneyland Fi&iti+ B & RIRIFRE

Dr Jeanne Ng, together with
Dr WK Chan, Chamber
Senior Director for Business

Jaime Cheng, Director of Sourcing and Procurement for F##tREERBRE
Hong Kong Disneyland, spoke at the Chamber's EERWRS 4 A 26 B/EH
members-only roundtable luncheon on April 26 about the & & #F#H M+t BEBNER
goods and services needs of Hong Kong Disneyland and  FRRR% & K il + B RYIR B2
Disney's sourcing process. This event was off the record. F - RREFEHRAEGESSIM -

Policy, attended a meeting of
the GPRDBC’s Sustainable
Development Subgroup on
May 10 to explain the BCE




48| In Review F® E8 | TheBulletin T&HAT JUN 2005

e

Acting CE Visits Chamber

Donald Tsang, (then) HKSAR Acting Chief Executive, visited
the Chamber on May 23 to exchange views with members
of the Chamber Council on a number of issues affecting
Hong Kong. The Hong Kong Chief Executive traditionally

FEFUREVREHE

R o =186

visits the Chamber for the first Council meeting following
HKGCC's Annual General Meeting every year.
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The Honourable Dato’ Seri Rafidah Aziz, BRAEEEES R I EHBRUIEER
BEIRSEEE+HEAET Malaysian Minister of International Trade 4AR25 HERABUERREE & F

BRFAGHRER#E LS A and Industry, received Anthony Nightingale, @#HHUBELNSEZEE-BL  H
10BHEAKR=AZEEET then HKGCC Chairman, Chamber CEO Dr FEFRUBBREENERES W
AREER)ESE  BED Eden Woon and eight members on April 25. & FHEEFHENABURERA
RIRRABRA)EH =R At the meeting, Minister Rafidah talked TREAKNEEAS o
B o NMBITEREIBREA - about Malaysia’s free trade agreements, the
ZETEIZ B EIDREARIK role of Hong Kong in these FTAs, as well as

—AZEEFELE - Malaysia’s economic role in the region.
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Pang Co-opted to HKGCC General Committee

(K Pang, Director, Jardine Matheson Limited, was co-opted to
the General Committee of the Hong Kong General Chamber of

Commerce, effective May 3, 2005. He replaces Anthony
Nightingale, who resigned at the end of April 2005.

Mr Pang joined Jardine, Matheson & Co, Limited, in 1984, and
worked in a variety of positions in the trading, marketing and
tail sectors of the group in Hong Kong. In April 1995, he was
appointed Director of Jardine Pacific Group Limited, with
responsibility for the company’s restaurants business in the
Asia Pacific region. In January 1999, he was appointed Director
of Jardine Motors Group Limited and CEO of Zung Fu Co Ltd.

He became Director of Jardine Matheson Ltd, with responsibility
for the Jardine Motors Group and Executive Chairman of Zung

‘Fu Co Limited in January 2003, and was appointed Chairman of
Jardine Matheson (China) Limited in April 2003.
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Developing Our Human Capital
AAEE

Hong Kong's human capital
stock is lagging far behind that
of other leading economic
centers, says Professor Wong.
IHRREFTENHANWRRBEER
HibEBEEHD ©

Successful businesses, vibrant cities and
booming economies all have one thing in
common: people — or rather the quality of
their people. Hong Kong is no exception.
Stories of how our industrious, flexible and
entrepreneurial workforce made the Asian
Tiger spring forth are known the world over.
Yet Hong Kong is facing a dilemma. Our
workforce is ageing rapidly and the younger
people who are coming up the ranks are not
as well educated or skilled as those who are
retiring. As a result, the competitiveness of
Hong Kong will diminish unless urgent
action is taken to reverse

this trend.

To address this pressing
issue, and explore possible
solutions, the Chamber held
the first CEO Manpower

Conference under the

banner, “Human
Capital: Hong Kong’s

Future,” on May 18.

The conference, which was closed to the

media to encourage an uninhibited exchange

of ideas, saw some of Hong Kong’s leading

academics, business leaders and government

officials presenting their views on how they

see a way forward. Participants were

encouraged to actively engage in debates and |
to give their views, which will be considered in
the formulation of future related policy issues.

Professor Richard Wong, Deputy
Vice-chancellor, The University of Hong
Kong, explained at the start of the conference
how Hong Kong’s low fertility rate and
restricted immigration policy is causing the
population to age quickly. Today, the median
age of HongKong’s workforce is in the 35-39 age
band. By 2011, he predicts it to be 45-49, and
over 65 by 2031. Greying populations is a global
trend, but he points out that while nations are
ageing, economically vibrant cities are not.

This is not to say our population is not
growing, but much of the growth is largely due



to Mainland dependants of Hong Kong men.
These typically have limited education and even
struggle to find blue-collar jobs, which widens
the job mismatch of our economy. Add to

this mix the fact that the education level of
Hong Kong residents is lagging behind major
fast-growing cities, and the outlook for our
economy doesn’t look bright. In 2001, 9.2% of
Hong Kong residents were university
graduates, compared to 9.6% in Beijing,
30.2% in New York, and 22.9% in London.

“As you can see, Hong Kong’s human capital
stock is lagging far behind that of other
leading economic centers,” he said.

Allowing talent to move more freely into
Hong Kong would help solve this problem,
participants said, pointing to the fact that in the
U.S,, the percentage of the population with a
degree is around 25%, while in the U.K. it is 15%.
This shows that these cities have a higher number
of graduates than the national average because
they draw talent from around the country.
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Research shows that
Hong Kong's
workforce is not only
greying, its academic
competence is on
the decline. What
can be done to
reverse these trends?

MEET - FEMIEA
OFE @21 - Bk
FIREERER - A &E
MEEHE?

Hong Kong has long relied on the Mainland
to grow its population, and in 1949 saw an
injection of some of the Mainland’s brightest
citizens, many of which are now successful
business people here. The next big wave came
between 1978-81 as almost half a million
immigrants made their way to the territory in
search of their fortune, Professor Helen Siu
of Yale University explained. The booming
economy and massive infrastructure projects
underway in Hong Kong at the time enabled
them to easily find work.

20052
W0 Maiipower Conference g .
- o Capital: Hong Kong's FUrtUTEEg
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Planning a Way Forward

Education obviously is key to building up the
quality of Hong Kong’s human resources, and
Fanny Law, Permanent Secretary for Education
& Manpower, told members at the CEO
Manpower Conference luncheon talk that new
initiatives announced on May 18 will address
some of the shortcomings that the business
sector has long called to be amended.

Today, the bulk of new arrivals are women and
children dependants of Hong Kong males from
Guangdong Province who fill low-paying
unskilled jobs at the bottom of the economic
hierarchy. To better integrate them into the
service economy, ways to provide them with
better education need to be explored.

But even workers in the service economy are
facing challenges, Vincent Cheng, (then) Vice
Chairman & Chief Executive of Hang Seng
Bank, said. Just as factories were forced to move
north in the 1980s in search of cheaper labour,
certain sectors of the service industry are also
having to look offshore to reduce their costs.

Ensuring Hong Kong’s workforce is well
educated is critical to our future success, and
one of the easiest ways of achieving that is to
give talent the opportunity to work here,
speakers said. Victor Fung, Group Chairman,
Li & Fung Limited, said he believes Hong Kong’s
universities are among the best in the world,
and that we need to leverage this advantage

“The ‘3+3+4’ academic structure that we
are going to implement is a major
development in the history of education
in Hong Kong,” she said.

The new academic structure will provide
smoother articulation for further studies or
work in Hong Kong and be better connected
with other major education systems in the
world. The changes in the academic structure
will involve extensive human resource and
financial investment, but is nonetheless
essential for investing in our future.

Many people would like to see the new
measure come into being as early as
possible, however, some school heads and
teachers say they need more time to get
fully prepared for the changes. That is why
the new academic structure will be
introduced in September 2009, meaning
that current primary-five students will be
the first cohort to benefit from the new
senior secondary education.

to attract talent from the Mainland and
around the world to come and study here.
They may well then decide to work here and
add to the economic vitality of the city.

All speakers at the conference felt it is
imperative that talent be allowed to come
and go if Hong Kong is to build up a truly
competitive workforce. The cultural and
racial melting pots of New York and London
were again cited as examples of how this
works, and how ethnic diversity brings new
ideas and even economies within the cities.

The issue of businesses providing more
training to staff was also discussed, and is an
area where significant improvement can be
made. In the U.S., about 90% of companies
provide training to staff; in Hong Kong, it is a
mere 8%. Employers cited job hopping and
costs as the key reasons for not providing
training, but it is clearly an issue that needs to
be looked at in more detail if employers are
serious about raising the quality of their staff. B
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the Chamber’s Manpower Committee, which

organized this conference, will compile a report
based on the debates and workshops at the (L-R) Vincent Cheng, Moderator Steve Tait,
. and Victor Fung discuss how they view the
event to chart a way forward for enhancing 2022 Foundation research and the
manpower implications for businesses.

Hong Kong's human capital. We will keep i gnilgipinen
(E5E) BER - £ AR

members informed of this important issue. Foundation B0 A1 A h ¥
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(L-R) Paula Delisle, Brian
Renwick, Nicholas Sallnow-Smith
and Steve Tait present the results
of their individual brainstorming
sessions which focused on
immigration, education and
social issues.
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Australia Building a Winning FTA Suit

AT B B E 2 iR E

Australia has long been dependent on exports to
keep the cogs of its economy turning, but
increasingly the continent is moving away from
the traditional mineral resources and agricultural
exports into services.

Murray Cobban, Consul General of Australia,
speaking at the Chamber’s April 28 roundtable
luncheon, said exports of resources used to
account for about 80% of Australia’s total exports.

“Many people in Asia, unfortunately, still see
Australia as an exporter of minerals or agricultural
produce,” he said. “In Reality, services exports
accounted for about 22% of our exports last year, or
HK$200 billion, and agriculture a similar amount.”

Agricultural produce is an important export sector
that he would like to see “make significant
breakthroughs” with Australia’s ASEAN trading
partners at the 6th WTO Ministerial Meeting which
will be held in Hong Kong at the end of this year.

Agriculture has also been one of the sticking
points of free trade negotiations with Asian
trading partners, not least quarantine issues. In
fact, Australia has actively been looking to expand
its FTAs with its Asian neighbours since efforts to
negotiate a free trade agreement with ASEAN in
1989 collapsed.

“For some of the countries, it was too early for them,
and there were also too many problems regarding
transparency; he said. “But we detected a number of
interests with individual Asian countries, most
notably Singapore and Thailand.”

After successfully negotiating a FTA with
Singapore and Thailand, followed most recently
by the United States, Mr Cobban said the latest
free trade agreement with China — negotiations
for which officially started on April 18 — will be
even tougher to get through.

Hong Kong will not be covered in that FTA,
because it has separate WTO status, but at the end
of the day Mr Cobban said the negotiators would
probably look at how Hong Kong could be

“Many people in Asia, unfortunately, still
see Australia as an exporter of minerals
or agricultural produce. In Reality,
services exports accounted for about 22%
of our exports last year,” says Mr Cobban.
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Members stroll through
Li & Fung's sample “mall”
BERSRFBNEE [B5] -

Li & Fung is the stuff thatlegends are made of.
Time and again it has defied the odds to
overcome a barrage of seemingly impossible
challenges, and in doing so emerged even
stronger with each transition. Ironically, the very
technology that only a few years ago threatened
to make middlemen such as Li & Fung extinct —
supply chain management over the Internet —
has actually boosted its global prowess and
turned it into a household name.

To try and gain some insights into its
operations, 38 members joined the
Chamber’s study tour to Li & Fung’s supply
chain operation and IDS
logistics center on May 12.
William Fung, Group
Managing Director, told
members during the visit
that over the years,
circumstances have forced
the company to reinvent
itself several times.

William Fung, Group
Managing Director of

Li & Fung, briefs members on
his company’s operations.
FesuERegE o) 11
c BIWACIESE 35 S

Today, Li & Fung offers one-stop services to
customers — from product design and
development, through raw material and
factory sourcing, production planning and
management, quality assurance and export
documentation to shipping consolidation. Its
list of clients reads like a who’s who, from
Avon to Disney to Laura Ashley. But it does
not actually manufacture anything. In
essence, it is still a traditional middleman
which has embraced technology to raise its
efficiency, level of service and at the same
time reduce costs.

With its network of 66 offices in 37
countries, the company can source the best
materials at the right price and find the
right factory to put them together.

“Li & Fung specializes in orchestrating a
highly-customized path through the
supply chain in order to deliver high-quality,
low-cost products to its customers reliably
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Li & Fung Defying the Odds
TS AR Bk B A HRR

and quickly,” Mr Fung said. “We do this
through borderless manufacturing.”

A ski jacket, for example, could have the shell
made in Korea, the lining in Taiwan, the
label, elastic, studs and toggle produced in
Hong Kong, the zipper from Japan, and then all
shipped to a factory in China for assembly. For
the customer, they get the best shell, zipper ... in
fact the best of everything in a ski jacket, and
only need to pay low cost for assembly. “I call
this ‘Made by Hong Kong}” he joked.

Traditionally, a trading company finds a
factory to manufacture a client’s goods and
often leaves the material sourcing to the
factory. Mr Fung says he works behind the
factory to help it source the best raw
materials at the best price, which provides
added-value for customers.

He also says the key
element in its success is
organizing its business not
by country, but by
customer, and using :
technology as the glue to

hold all this together. ét

[
A".

i

After visiting Li & Fung’s
main office and sample
“mall,” members visited
its IDS (Integrated-
Distribution Services), to

see the value-added

services in repackaging,
warehousing, logistics and
marketing in action. B

Emil Yu (right), Chairman of
HKGCC's SME Committee,
presents Mr Fung with

a small souvenir on behalf of
the Chamber.
LERFIEEERIETRE (5)
REGBRL SR TEE ©
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The loading bay at
IDS’s logistics centre.
FFHMRPONEER «

Kane Hughes, Operations
Manager, Footwear & Apparel,
IDS, briefs members on the
value-added services that the
logistics centre provides, from
repackaging and marketing to
warehousing.
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- Web Advertising — from $300/month (" Newsletter Publishing Service — $100/month
- Web Mart - $160/month (" e-Catalogue - $75/month
Press Release Publishing Service - Free!l (" Seasonal Offers — $300/month
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Chamber Happy Hour at Hong Kong
[ #K4£B¥ ¢ | # Hong Kong Brew House 1T

In Revie

Starting in May, the Chamber’s Happy Hour will be held every other month
at Hong Kong Brew House in Lan Kwai Fong. For our last get-together on
May 26, General Committee members David Turnbull and Tony Fung were
the official hosts for the evening. We will be alternating our Happy Hour

location monthly between Hong Kong Brew House and the Conrad Hotel.

For June, we will be at the Pacific Bar on the 8/F of the Conrad. The fun
starts at 6 p.m. and continues through to 8 p.m. See you there! B
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Good Eating

Steamed crab

with sticky rice

Flakes of crabmeat mixed with
sticky rice - delicious! (HK$68)
mRRs
SEENTESATROMKET -
RESKMERE - (68#87T)

TN

Baked oysters in port

Large, creamy oysters with a slightly crispy shell.
This is another one of Tak Lung's award-winning
dishes. (HK$58)

BREE - 2 [1558] B—188ER - (5818 7T)

Trying to find new restaurants that sell delicious cuisine
is great fun, especially the old-styled Chinese dishes that
are increasingly becoming lost to time. Sometimes, a
restaurant's name can sound promising, but more often
than not leaves me disappointed. For small low-profile
restaurants, | sometimes come across a good one purely by
chance. If you are lucky too, you will also find one, which
could be fate bringing you and the restaurant together.

— Gerry Ma

San Po Kong, one of Hong Kong’s oldest
industrial districts, has witnessed the
transformation of the territory’s changing
fortunes from the manufacturing heydays of
the 1970s and ’80s into the current services
hub of Asia. It is also where I stumbled upon
“Tak Lung Restaurant,” a traditional Chinese
restaurant which has been serving a steady
Chinese cabbage and shark’s fin stream of customers from early morning to
midnight since 1964. From rice dishes for

This is a light, very tasty soup that you shouldn’t miss. (HK$50)

RREE  BTHE - SRUBER  SELHLBK © (50/87)
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A Taste of History

RERK

By Gerry Ma S#1#

factory workers to banquets for entertaining
clients, Tak Lung’s good food and
inexpensive prices have ensured it has
prospered over the decades. Tak Lung’s chefs
are true masters of traditional Chinese
dishes, and also in creating new dishes that
excel both in appearance and taste.

[ first ate at Tak Lung about two years ago
when an editor called me out of the blue to
invite me to lunch. At the time, Hong Kong
was in the grip of SARS, and while the
usually packed restaurants in Causeway Bay
and Tsimshatsui were deadly quiet, Tak Lung
remained full, even during the SARS crisis.

We managed to get a table and decided to try
a few of their signature dishes at the
restaurant manager’s recommendation. As
Tak Lung’s looks no different from the
thousands of traditional Chinese restaurant
scattered around Hong Kong, I wasn’t
expecting anything out of the ordinary. As it
turned out, however, [ was deeply impressed
by some of their dishes.

“Jing Qian Ji” was the most impressive
among them. I seldom eat fatty dishes, but
the unique taste that this combination of
fatty pork, chicken liver and ginger slices
created was like nothing else that I had ever
tried. Two other dishes which also impressed
me were steamed crab with sticky rice, and
baked oysters in port. When we got the bill,
there was another surprise — the meal was
relatively cheap! Little wonder such an
unimposing restaurant can still attract flocks
of customers even during SARS, I thought.

JE K A 2K

A few weeks later, while
talking with friends, I told them
about Tak Lung and discovered that

many of them had already eaten at the
restaurant and that they were also impressed
by its dishes. One fan, Li Chun-en, told me
that Tak Lung still had many other signature
dishes that I should try. That prompted me
to visit Tak Lung again with 12 friends.

This time, I ordered “Tai Ye Chicken”
(smoked chicken), another of Tak Lung’s
signature dishes. The chicken, traditionally
smoked with a special combination of tea,
rice, brown sugar, cane sugar and
sandalwood shavings, was very tender and
went perfectly with the fried onion dipping
sauce. No wonder Tak Lung was awarded
overall champion for this dish last year in a
culinary contest. Another dish was Inner
Mongolian roast rack of lamb —

a superb treat for lamb lovers.

Other dishes that we tried, although
seemingly ordinary in name, were
extraordinary in taste. Even Tak Lung’s
simple Chinese cabbage and shark’s fin soup
is prepared with great care and skill. But
don’t assume this means an old restaurant

-

The traditional “Jing Qian Ji”
looks oily, but has an incredibly
unique flavour.

RER (28]  BLUEK  BigE
HETO

Tak Lung Restaurant
25 Hong Keung St,
San Po Kong,
Kowloon,

Hong Kong

BEKXBRE

BB NERERE
B3 25 9%
(852) 2322 3783

Good Eating st HE &
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This was The Bulletin Editor's favourite dish, T
maybe because it is an interesting twist to a /%

Western dish, or maybe due to his love of curry. ;_‘i’ - f}r‘i
Regardless, | had to agree that the ox tongue X
and the onion were a perfect match. (HK$50)

Curry ox tail and tongue ‘?" @ e ——

FHARBLEARENER - THE 188 HEHAER
BERAREBPANE  BIEXNTRBFRARBE -
(5058 7T)

Inner Mongolian
roast rack of lamb
These mouth-watering lamb
chops have a unique taste.

(HKs80)
like Tak Lung knows nothing but tradition. other specialties worth trying include fried

AR DERLERTHE . . . . .

wERE SAEE Their ox tail and tongue curry shows their pomifret slices (you need to book this in

a7 - 0B 7) creativity and is also delicious. advance), baked oysters with bean sauce,

braised duck with eight treasures, steamed
Since becoming a regular diner at Tak ~ “Qingyuan” chicken, braised duck’s tongue,
Lung, besides choosing a few and the newly created “ba mian ling long”
must-order dishes, I often let (chicken liver rolls served with stuffed
the owner, Tsang Kok-sang, chicken wings).
suggest new dishes for me to
try and his recommendations Tak Lung is also famous for its barbecue
have yet to disappoint me. dishes. Apart from roast goose and barbecue
From personal experience, pork, roast pork ribs is another “must-try”

_‘I"ak I_.ung's_l?'tot_idj Hlstory l

Tak Lung Restaurant originally started out as a food stall in Tai Kok Tsui in 1964. Today, it is
currently run by the founder’s son Tsang Kok-sang. Tsang Senior, who is now 80 years old,
o Kkiar s 0600 s still drops by the restaurant every day.

the restaurant’s creative director. Like
fi2 et befors him, he pays dose Located in the industrial district near the old Kai Tak Airport, Tak Lung used to be overflowing
attention to quality and is constantly ] ) . )

striving to find new ways to improve with diners every day at the peak of the manufacturing era. At that time, the most popular
Tak Lung's dishes and menu. 1 H -

L RS R dI'Sh v.vas st(.awed p.ork with |.3reserved vegetables — the restaurant serve.d over 400 orders of
BOAERE  HRX  SRAFER - WHA this dish daily. Besides offering cheap, tasty meals for factory workers, in the 1960s and '70s
e e the restaurant was famous for its most expensive dish. Can you
venture a guess what that was? How much did it cost? And

who were the big spenders?

The answer is fried rice with sliced abalone and chicken, which
cost HK$200 at that time. The dish was a special treat from
bosses to thank their factory workers for doing overtime to
meet shipment deadlines.

Dining at Tak Lung immerses you in the boisterous atmosphere
of a traditional Chinese restaurant. If you prefer a quieter meal,
the restaurant has a private room that can accommodate two
large banquet tables — but remember to book early!




dish, and if you don’t have time to eat in, you
can always buy their take-away lunchboxes.

You may not have high expectations about
the food in this old Chinese restaurant when
you look at it from the outside, yet Tak Lung
really does offer something special. The
owners are serious about what they do, and
are always looking for ways to improve their
dishes and menu, and will not let themselves
be constrained by their 40-year history. Mr
Tsang is devoted to maintaining the quality
of their signature dishes, while at the same
time exploring new creations that, who
knows, may be added to their list of signature
dishes in time. Lastly, but not least, although
Tak Lung’s dishes are inexpensive, the owners
will not sacrifice quality for price, and as
such the quality of ingredients used in their
dishes is comparable to high-class
restaurants.

I rarely used to visit San Po Kong, except for
work, so I've never eaten in the area except
for Tak Lung. I usually drive there, but as I
am not too familiar with the streets in that
neighbourhood, I take the same route to Tak
Lung every time. As such, I am still
unfamiliar with other parts of San Po Kong,
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Tai Ye Chicken

Chicken smoked using a combination of tea, rice, brown sugar, sugar cane and
sandalwood shavings gives this dish its distinctive flavour. The quality of this
award-winning dish is closely monitored, and the smoked meat is extremely fragrant and
tender. Another “must-order” specialty. (Whole chicken: HK$130; half chicken: HK$68)

R K AR BERERERMA - ERKERINIE  AMT0  kEBE BETREERA
%2 (188 MBE2E - (2E 1308 ¥E68ER)

but who knows, one day I may try a different
route and stumble upon another great
restaurant. Wherever there is great food to be
enjoyed, getting there is half the fun! B

Fried rice with
sliced abalone and chicken

This dish cost HK$200 and was very popular some 30 years ago.
Few people order the dish today, but it still rekindles fond
memories from those who enjoyed it all those years ago.

30 FHIE 200 AT —8 - BAEFLHEAR  HHSAARETREM
ERHEA -
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¢t This is the only world-ranked MBA in HK

The Henley MBA delivered in a way that truly adjusts to the

LT LT needs of busy professionals.”’
The Henley MBA has been ranked No.2 in the Javier Falcon, e
UK by The Economist. Accredited by AMBA, Reglgnarm ey

European Industrial Group

AACSB & EQUIS, the MBA can be completed by
distance learning with local & on-line support.
This MBA, with over 6,500 students in 70

countries, is held in high regard around the world.
Your AGSM MBA

The college is now selecting candidates for their

Placed in the world's top 100 business schools for the A_G ﬁ
May 2005 Intake operated through the Hen'ley HK 6ith consecutive year, Financial Times (UK) BN
office. Please contact us for further derails. W International award-winning faculty —
W Flexible course delivery @ g

s
W |ntellectual depth and breadth Ihe AGSH 1 3 Scol of
ey and The Unwershy

® Taught in Hong Kong of New South Wales
m Demonstrated career success and salary advancement

m Broaden your horizons & Achieve your potential = Manage your future

Join the Associate Director, faculty and alumni at the next information evening, 7-8pm. Centrat
Conference Center, 4/F Wheelock House, 20 Pedder Street. Central. Reply Form — fax to 2588 1724
[ | wili attend the information evening on 13 April 2005

[ I cannot attend. please send me a program hrochure

MANAGEMENT COLLEGE

www.henleymc.ac.uk  www.henleymba.com.hk

Tel: +852 2529 9377  Email: hmc@henleymba.com.hk Name: = Tel
3/F Golden Star Bldg, 20 Lockhart Rd, Wanchai, HK i;‘d"”
ress

It is a matter of discretion for individual employers to recognise

. . 5 AGSM HK Office Suite 2502 Office Tower, Convention Plaza, Wanchai. HK
any qualification to which this course may lead,

1:2588 1725 E: contact@agsm.comhk ~ W: www.agsm edu.au

1t 2 matled o fopees. o recs arms 18 wh:

wam Caver Stors
-]
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Subscribe
Now

A pre-paid annual subscription to The Bulletin costs HK$360 posted to
£ 2 any Hong Kong address and US$85 airmail to any address in the world

[AYES! | wish to subscribe to The Bufletin for

2 1 year (12 issues) (Total amount) ' 2 years (24 issues) (Total amount) A 3 years (36 issues) Total amount)

____________ —

Name: Company:
Address:
Postcode: Tel No: Fax No: Email:

| wish to pay by:
1 Cheque or Bank Draft in the case of overseas subscription (made payable to The Hong Kong General Chamber of Commerce)
1 MasterCard @ Visa (Hong Kong dollars for local subscriptions and US$ for overseas subscriptions)

Card No: Expiry Date: Signature:

(For Office use: Authorised Code: Date: )

Please return this form to: The Hong Kong General Chamber of Commerce, 22nd Floor, United Centre, 95 Queensway, Hong Kong
Tel: 2529 9229 Fax: 2527 9843
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Events

G5 : Training & Workshops

16 JUN - 21 JUL
Training: English for Networking &
Entertaining

B 201uN
. Training: Listing and M&A in the

Mainland — Accounting and
financial planning (Cantonese)
AR © RIS - AT REELER
EIBMHEE — M e (BERSE)

21 JUN
- Training: Listing and M&A in the

. Mainland — Taxation (Cantonese)

J AR ERRNE  ABROEED
| EIEeBE — B (EED

21 JUN
Training: How to be a Mentoring
Manager?

22 JUN - 10 AUG
Training: Pronunciation in Action

22 JUN
Training: Service Excellence for
Everyone!

22 JUN

Training: Sales Management
Essential Skills to Maximize the
Performance of Your Sales Team

23 JUN

Training: Legal issues relating to real
estates and the right on use of land in
the PRC (Cantonese/Putonghua)
BRI EEIANERE L b AEMEIE
MEREIENERER (BRA/ EEE)

24 JUN

Training: Legal issues related to
setting up company and M&A in the
Mainland (Cantonese/Putonghua)
BIIERRR: AR AR RIEE - A6
[EIBRVERRE (BRE/ EiEiE)

28 JUN

Training: How to deal with and
avoid Hong Kong tax investigation
(Cantonese)

FHIRE: BANB AR BN ESEA
RBRITE (ERA)

Conferences

11 - 14 JUN
PBEC 38th International
General Meeting

“Conversation with a General
Committee Member” Series

7 JUL

Sir C K Chow, Chief Executive
Officer, MTR Corporation Ltd
(Members Only)

Committee Meetings

15 JUN
Legal Committee Meeting

20 JUN
Chairman’s Committee Meeting

21 JUN
Taxation Committee Meeting

22 JUN
Professional Services
Committee Meeting

22 JUN
SME Committee Meeting

23 JUN
Economic Policy Committee Meeting

27 JUN
General Committee Meeting

19 JUL
Taxation Committee Meeting

Online Bits
48 _E 2 &N

www.chamber.org.hk/bulletin

Surf Kings
Hongkongers spend an average of
22 hours a month surfing the
Internet at home, almost double the
world average, according to a survey
by Nielsen/NetRatings. Hong Kong
surfers spend an average of 22 hours
online each month at home, followed
by Japan at almost 15 hours, France
14'/>hours, and America, at 14 hours.
Internet usage in the top three
regions has been experiencing
double-digit year-over-year growth,
while usage in the U.S. is actually in
decline, according to the survey.
More>> at iBulletin

ITHXE
1R Nielsen//NetRatings —B#& * /8
ANBAFHIE 22 /BERD LR 5T
RIRTY LERHAME - HXEAR
(R 15/ \B) - RIERIER (14.5/\8F) A
EE (14/0F) - AEHERTDETR  B=fu
R G AR ERFEREEUHTH
Fig0E - MEEMEARBIEETH -
HIFEN (I IHA) BE

Country Online time (home) YOY Growth
xR/ HE AR LAY FitiR
Hong Kong &% 21:53:24 25%
Japan B 14:50:42 12%
France /=4 14:25:38 19%
United States 8 13:44:04 2%
Brazil £ 13:13:58 6%
Germany 2 12:31:22 4%
Australia 2 11:39:06 10%
Spain ALY 11:36:56 5%
United Kingdom %£E7 11:20:34 8%
Switzerland ¥ 10:52:28 7%
Sweden & 10:29:33 8%
Italy B X7 7:59:57 15%
Source EX AR

Nielsen/NetRatings Global NetView Analysis



Post-it

Brand

A & <4 financial ratio.
ASAP.
The Post-it° Flag Highlighter.
Now Flags are right at your fingertips,
you can highlight important pages

inancial documents and find
rmation faster.

TRIAL SAMPLES

Of‘f’ (valid till July 31, 2005
er or upon stocks last)
(€SN i {5 Post-it® Flags Desktop Dispenser |BAEPA0)

(worth HK$75) by posting back 6 pads of Post-it®

Flags back card, packing or bar code
to 3M Hong Kong Limited (5th
Floor, Victoria Centre, 15 Watson

Road, Hong Kong. Re: Flags

Innovation

AW05260

Dispenser Redemption Program)

Flags are not included



messefrankfurt.com.hk
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In the world of trade fairs,
if you have the right partners

1+1=11

&

Messe
Frankfurt

We make markets. Worldwide.





