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A Rewarding Two Years

Anthony Wu looks back on the last two years as Chamber Chairman with pride and satisfaction

goboooobooooboooobodooobooooo

he last two years that I have served as Chairman

of your Chamber have been an enormous

privilege and honour. They have also been
highly rewarding ones for me personally to head a
superb organization which makes a difference in
Hong Kong. Now, as we move towards the Annual
General Meeting on May 24, it is perhaps appropriate
for me to draw together some thoughts on the work
done while I was Chairman.

The highlight of the last two years has to be the
Chamber’s 150th anniversary. Few organizations have
lived through so many changes, and it is refreshing
to see that the Chamber is as dynamic and far-
sighted as the day it was founded. Along with the
2,000 members who enjoyed our gala dinner, tens of
thousands of members of the public also participated
in our celebrations during Free Ride Day. The event
was so popular that we will be doing it again this year.

Celebrations aside, advocacy was the watchword
for the Chamber in the past two years. Chief among
these was the implementation of the Minimum Wage
Ordinance, which we are continuing to monitor. Hot
on the heels of the Statutory Minimum Wage came
the over-reaching Competition Bill. The proposed
law goes much further than originally intended, and
we continue to work hard to ensure that the final law
is one that promotes competition without crippling
business.

As the voice of business in Hong Kong, we need to
stand up and make sure our voice is heard loud and
clear. We can no longer toil quietly away content in
the knowledge that solid policy recommendations
speak for themselves. We need to be more vocal. We
need to make sure Hong Kong’s competitiveness is
not chipped away by short-term populist policies over
sound reasoning. This is why our growing voice in the
media and public eye is a key component — aided by
our new CEO Shirley Yuen — that will determine the
success of our advocacy work.

As the HKGCC enters its 151st year, it remains
relevant and is as important to the business
community as it has ever been, and I would like to
wish my successor and all those who are part of the
Chamber all the best for the year ahead. «<
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As we say in Switzerland: not business as usual.

We know when it's time to work, and when to relax. That's why in SWISS Business you'll enjoy
our discreet service and modern entertainment system as you recline in our innovative, fully
flat bed. For daily nonstop flights from Hong Kong to Switzerland, with short connections to
47 other European destinations, contact your travel agent or visit swiss.com
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| News in Brief 0 0 OO |

The best ways to drive new business in the next 2-3 years
nfafafafafafufufafulufulululs]
Mainland China Hong Kong India Singapore Taiwan South Korea Global Average
_‘ oooo oo oo 000 oo oo ooooo
1 Traditional advertising 0 0 0 O 18% 12% 14% 16% 17% 26% 13%
| Online advertising 0 0 00 52% 54% 59% 64% 63% 53% 51%
Personal (face-to-face) networking 39% 67% 620  66%  58%  68% 69%
00oopoOopooooo
Direct mail DO OO 18% 25% 29% 21% 24% 32% 15%
Telemarketing D0 0O 20% 18% 17% 17% 10% 11% 13%
Business social media.fi 0101 0 O 59% 49%  61%  56%  47%  63% 57%
\ (e.g. 0O Linkedin, Xing, etc O)
Hiring salepeople with a good address book 410% 36% 3206 40% 40% 3200 3300
000OOopoooooooo
A Trade exhibitions 0 00 O 42% 38% 46% 46% 53% 21% 32%
Public speaking at key events 35% 32% 34%  36% 29% 42% 39%
0Ooooooooo
Finding New Customers ooooo
E ome 67% of Hong Kong companies believe face-to-face D ooooooberwbOOOOOOOOOOOOOOOOO
networking will remain the best way to find new customers booooooooOooooonooOswinoooooon
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go0o000o00O00o0b0O0e»d0DoOOooo0oooooooooonno
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000o0ooooooooooooooooo0oooo000o0ad
00000000 OLInkedinDOOOOO0ODOOOOO0O1.350
00w

over the next two to three years. But whereas Mainland Chinese
companies recognize the growing importance of business
social media in the new business mix (59%, up from 36% in
the previous three years), more than half (54%) of Hong Kong
businesses see online advertising as a better way to expand their
market reach.

This multichannel approach to new business generation was
revealed by research carried out for global workspace provider
Regus in which over 16,000 senior business managers were
surveyed around the world.

In Hong Kong, businesspeople believe that face-to-face
networking will remain the most effective way to generate
new business. However, 6% fewer respondents think this
will be true over the next two to three years compared to the
last two to three years. This perhaps reflects a recognition
by businesspeople that methods of generating business are
evolving. Professional social networking is one alternative
method that is steadily growing in popularity — ever-increasing
user numbers underline its perceived usefulness. An example
of this is the popular professional networking portal LinkedIn,
which now has more than 135 million members worldwide. &
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Jeffrey Lam is the
Chamber’s Legco
Representative.
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Challenges Await New Chief Executive

By Jeffrey Lam 0O 0 O

he election of CY Leung as the fourth-term Chief
Executive of the Hong Kong Special Administrative
Region prompted people from all walks of life
to voice their views on what they expect from the new
administration.

With the European debt crisis and surging inflation,
many people hope the new CE will cast his net wide to
recruit talent that is capable of formulating policies which
properly balance the interests of different sectors, boost
our economy and provide opportunities for everyone.

A number of challenges confront our new CE, not least
balancing the interests of different sectors to strengthen
Hong Kong’s competitiveness. To accomplish this, I
believe the new administration should continue to refine
the implementation of CEPA, in addition to the 36
measures announced in the 12th Five-Year Plan.

In particular, measures to help Hong Kong participate
in Guangdong pilot schemes, advance internationalization
of the renminbi, and liberalizing trade in services
between the Mainland and Hong Kong would help
local professionals and enterprises expand into the
Mainland market. To boost the business environment, the
government should offer more assistance to SMEs in the
areas of sustainable financing, streamlining the licensing
regime and improving relevant laws and regulations.

Rising costs

Currently, the skyrocketing cost of office rents for all
properties — from grade-A offices to ordinary commercial
buildings — is frightening. To ease pressure on rental fees,
the new administration needs to accelerate the pace of
revitalizing industrial buildings and make more land
available. Increasing office supply will help lower rents
and encourage more people to start their own business.

Concerns have also been raised about increasing the
minimum wage and formulating standard working hours.
I think the government needs to carefully review the
economic climate and take appropriate measures to avoid
putting added pressure on SMEs. As the backbone of the
local economy, SMEs make a significant contribution to
the economy and job creation. Consequently, any policies
that impact small businesses will also hurt the local
economy.

In addition to the above, the new administration needs
to look into job creation, improving people’s livelihood
and economic restructuring, as well as introducing
relevant mechanisms to avoid creating any negative
impact on the Hong Kong economy. ¥
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Statutory maximum liability at HK$30 billion
AERRAEHERBI00FET

A Hong Kong Export Credit
\A Insurance Corporation
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ECIC Introduces Additional Enhanced Measures

to Help Exporters Grapple with Downtum

':P/J\_J’ECI%EIJ REFBVNNAT RS AERFIVRE DIRRETH]
> To offer special policy terms and premium discount to companies
with smaller annual business turnover

RIEARBEZEF B AR RE AN EMEIN SIS ZH R
(BVE#EE 50% Kt ) MFARIEERMEEIERNRS

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

NRER2011F12HE2012FE 11 ARAR » WRESR e —FFE
Waiver of annual policy fee with policy commencement date falling
within December 2011 to November 2012

= E%RE EXERMERBIRR RS

3 free credit assessments and consulting service of buyers

INRFBHI00E BT LU THERREHT » TR RHERE -
=BATTEE

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

EC : TEE Tel : 2732 9988
Fﬁ%g@éﬂ/{ {BHE Fax : 2722 6277
24INES 48 F 1R ZEEP Email : freecheck@hkecic.com

Online Policy Application 24-hour Service ﬁ E Website : www.ec-link.com.hk
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Shirley Yuen is CEO
of the Hong Kong
General Chamber
of Commerce.
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Regulate Better, Not More

By Shirley Yuen 0 O O

ong Kong is cited regularly as having one

of the most competitive business markets

on earth, operating in a free environment.
In the past, the government often formulated its
policies aiming at facilitating the development
of this free market spirit and enhancing our
competitiveness. Therefore, it is quite contradictory
to ordinary people’s thinking that in recent years
there seems to be a growing tendency to steadily
tighten regulations on business.

While there certainly is an important role for the
government to play in minimizing the possibility
that some unscrupulous companies may abuse their
market power, the first thing which the government
comes to consider appears to be imposing more
regulation, and often it would seem, for the sake of
regulation.

The poorly conceived nutrition labelling law, for
example, may be seen as a minor inconvenience for
suppliers and consumers. Where broader laws, such
as the minimum wage, competition law and more
recently, the regulation on unfair trade practice, are
concerned, they need to be extremely well thought
out, drafted and — where necessary — amended.

Businesses are not against regulation. What we
do oppose are badly written laws, and what we are
particularly concerned about is that this year we
are seeing laws being rushed through before the
current administration’s term comes to an end.
Badly drafted legislation will cast very broad and
ambiguous restrictions that will go far beyond
the original intent, stray into unintended sectors
of the economy, and have the potential to cripple
businesses and undermine employment.

Our economic freedom and ease of doing
business is the benchmark that the rest of the world
aspires to reach. We do not benefit from European-
style over-regulation. Therefore, it seems ludicrous
that we copy laws from abroad — that very often
impair economic activity — without thinking clearly
about the special conditions and characteristics of
Hong Kong’s economy.

Certainly, our international finance and business
reputation should be second to none. We do not
need more regulation; we need better regulation
to ensure that the business environment is able to
operate efficiently on a level-playing field. ¥
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We need better regulation to ensure that
the business environment is able to

operate efficiently on a level-playing field.
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Financial centers are joining the race for offshore RMB businesses, and the resulting
competition has caused some market participants to fret about the prospect of Hong Kong’s
offshore RMB market. Zhang Ying analyzes the opportunities and challenges facing Hong
Kong's offshore RMB market as well as discusses appropriate strategies in response.
000000000000000000000000000000000000000000000000000
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ong Kong is playing an increasingly important role

in supporting RMB businesses all over the world. At

the end of last year, 187 banks participated in Hong
Kong’s RMB clearing platform, rising 22% from 153 in 2010,
with the number of subsidiaries of overseas banks and over-
seas branches of Mainland Chinese banks combined increasing
from 132 to 165. Moreover, 968 overseas banks had set up cor-
respondent bank accounts by the end of 2011, compared with
187 in 2010. In the Hong Kong banking industry, amount due
to overseas banks increased nearly 5 times compared with the
previous year to 116.4 billion yuan, while the amount due from
overseas banks surged over 10 times to 121.7 billion yuan.

10 MAY 2012 TheBulletin 0 0 00O

Hong Kong is unarguably an offshore RMB center. Accord-
ing to the PBOC and the HKMA, total cross-border RMB
trade settlements reached 2.0813 trillion yuan in 2011, 1.9149
trillion yuan of which, or 92%, was processed by banks in
Hong Kong. In the meantime, according to SWIFT, by the end
of 2011, 78% of total international payments in RMB were
processed in Hong Kong, and such strong growth is expected
to continue.

Increasing challenges not yet a serious threat
In spite of strong growth, Hong Kong faces challenges in
various lines of RMB business. One of these challenges is the



weakening expectation of RMB appreciation against the U.S.
dollar, with the growth in RMB deposits having slowed sharply
and contractions recorded in some months. The other is the
increasingly fierce competition from other financial centers.
Growth in RMB deposits has slowed. RMB deposits in Hong
Kong recorded year-on-year declines of 0.6%, 6.2%, and 2.1%
in October, December, and January, 2012, respectively. In Jan-
uary, RMB deposits totaled 576 billion yuan, 7.4% lower than
the level in September. Also in January, cross-border trade set-
tlements in RMB dropped to 156.356 billion yuan from 239.04
billion yuan in December. This can be partly explained by sea-
sonal factors, i.e. the Chinese New Year in January, as well as

the increasing use of certificates of deposit. However, waning
RMB appreciation expectation against the U.S. dollar also con-
tributed to the decline.

Starting late September last year, offshore RMB exchange
rates weakened to some extent compared with those on the
onshore market. Moreover, uncertainties have increased. For
instance, according to SAFE, in January the RMB depreciated
against the U.S. dollar by 0.57%, the greatest monthly decline
in 18 years. As a result, RMB appreciation expectation has
weakened, and an increasing number of Hong Kong importers
now prefer to pay for imports from Mainland China in RMB.
According to the HKMA, from 2010 to the first half of 2011,

The Bulletin 0 0 00 MAY 2012 11



| Special Reports 0 00O O |

in cross-border RMB trade flows, the amount of payments
in RMB from the Mainland to Hong Kong far exceeded that
from Hong Kong to the Mainland. Therefore, there was a net
inflow of RMB into Hong Kong. However, in the second half
of last year, RMB payments from Hong Kong to the Mainland
approached 500 billion yuan, while those from the Mainland to
Hong Kong came in at about 450 billion yuan. In other words,
there was a net outflow of RMB from Hong Kong. Meanwhile,
due to waning RMB appreciation expectation against the U.S.
dollar, fewer individuals exchanged their Hong Kong dollars or
other foreign currencies for RMB deposits. Some businesses
withdrew their RMB deposits, while some institutions sold
RMB by betting against the currency through futures, reduc-
ing RMB deposits in Hong Kong.

According to the latest work report of the Chinese govern-
ment, the mechanism that determines RMB exchange rates will

As the internationalization of the RMB has been
steadily progressing, all lines of RMB business in Hong
Kong have grown strongly. According to the HKMA,
RMB deposits in Hong Kong increased by 87% to 588.5
billion yuan in 2011, while the balance of loans and
certificates of deposit surged by 16.2 times and 11.6
times to 31 billion yuan and 72 billion yuan,
respectively. In the meantime, the amount of RMB
bonds issued increased by 200% to 107.9 billion yuan,
and the entities of issuers also became more diverse,
with companies domiciled overseas accounting for
62% of total bond issuance. Furthermore, the amount
of cross-border RMB trade settlements processed in
Hong Kong was up by 4.2 times to 1.9 trillion yuan. In
addition, various wealth management products have
been launched in Hong Kong, including RMB structured
products, deliverable RMB forwards, RMB-denominated
insurance, and RMB-denominated stocks.
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be improved, fluctuation of the RMB exchange rate in both
directions will become more flexible, and the RMB exchange
rate will be stabilized around its reasonable equilibrium. The
PBOC is now considering widening the daily trading band of
the RMB’s exchange rate against the U.S. dollar, so that the
RMB’s effective exchange rate will be better correlated with a
basket of currencies to reflect market demand and supply.

Furthermore, China has been actively changing its growth
model, with the ratio of its current account as a percentage of
GDP declining from 10.6% in 2007 to 2.8% in 2011, lower than
the 3% international standard. This implies that the RMB’s
exchange rate against the U.S. dollar is approaching its equilib-
rium level, and future exchange rate movements will be in both
directions as opposed to consistent appreciation in the past.

Due to more flexible fluctuation of the RMB’s exchange
rate in both directions, there will be an increase in demand
for RMB loans as well as exchange rate and interest rate hedg-
ing products. However, RMB deposits in Hong Kong will also
fluctuate, probably with declines in some months. Because
RMB deposits are the foundation for growth in bank loans and
other investment management products, in theory, fluctuation
or declines in RMB deposits might hinder the development of
RMB loans and other investment products. Nevertheless, in
reality, for the time being in Hong Kong, the size of RMB loans
and other investment products is still relatively small. For
instance, at the end of January, the RMB loan to deposit ratio
stood at only 5.8%, far lower than the Hong Kong dollar loan
to deposit ratio of 83.4%. Therefore, in the short to medium
term, the constraints on RMB loans and the development of
other investment products posed by fluctuation or declines in
RMB deposits are relatively limited.

Furthermore, China has allowed more businesses to set-
tle exports in RMB, with the scope being expanded from the
67,700 experimental corporations to all companies qualified
for import-export activities. As a result, there are more ave-
nues for the repatriation of RMB to the Mainland, allowing
more foreign companies to pay for Chinese exports in goods
and services in RMB as well as further aiding the growth of
RMB trade settlement business in Hong Kong.

Competition from other financial centers will become
fiercer. In January, the development and reform commission
published a blueprint that envisages Shanghai becoming an
international financial center by 2020. Shanghai will strive to
basically establish itself as a global center for RMB product
innovation, trading, pricing, and clearing by 2015. The meas-
ures include launching new financial products and allowing
foreign companies to issue RMB bonds. As of the end of last
year, Shanghai’s cross-border RMB settlement business totaled
408 billion yuan, over 330 billion of which came in 2011 and
represents 16% of the national total last year. More than 700
overseas banks from over 100 countries and territories set up
inter-bank correspondent accounts in Shanghai, while nearly
800 foreign companies opened RMB bank accounts there.
Apparently, the reach of Shanghai’s RMB settlement business
has extended to all over the world. As it stands now, the domes-
tic RMB bond market is only partially open to foreign financial
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institutions. If foreign companies need to issue RMB bonds,
Hong Kong will be the only option. Nevertheless, Shanghai is
currently pushing for measures to allow foreign companies to
issue RMB-denominated bonds in the Mainland market. In
the near future, Shanghai will probably be able to participate
in this line of business, creating competitive pressure against
Hong Kong.

According to SWIFT, when it comes to RMB payments and
trading in international markets excluding the Mainland and
Hong Kong, Singapore’s market share declined from 52.9% in
the first quarter of last year to 30.6% in the fourth, while Lon-
don’s share rose from 22.1% to 30%.

Meanwhile, London’s market share in RMB foreign exchange
trading reached as high as 46.4%. Europe is Mainland China’s
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largest trading partner, and London’s foreign exchange market
is 7 times as big as that of Hong Kong. This, coupled with the
fact that London is in a different time zone from Hong Kong,
suggests that London will become another important offshore
RMB center. Hong Kong possesses first mover advantage in
offshore RMB businesses, and in the short to medium term
neither London nor Singapore will be able to challenge Hong
Kong’s position as the largest offshore RMB center. Neverthe-
less, both cities appear determined to grow their RMB busi-
nesses and enjoy less restriction in some lines of business, cre-
ating competition to Hong Kong’s offshore RMB business.

Shanghai’s growth as an international financial center is still
reliant on the progress on the opening of the capital account
and full convertibility of the RMB. According to a recently
published report by the PBOC, conditions are ripe for China
to speed up the opening of the capital account. The short term
arrangement (in 1-3 years) is that China will relax restric-
tions on direct investments related to authentic trades so as to
encourage companies to venture outward.

In the medium term (3-5 years), restrictions on commer-
cial loans related to authentic trades will be relaxed in order
to help push forward the internationalization of the RMB. In
the long term (5-10 years), financial markets will be strength-
ened, and capital inflows will be liberalized, followed by capital
outflows. Moreover, trading in real estate, stocks, and bonds
will be gradually and prudently opened, replacing quantitative
control with pricing management.

Apparently, in order to manage financial risks, the pace of
China’s opening of the capital account will be fairly prudent.
As a result, in the short to medium term, Shanghai will pose
limited threats to Hong Kong’s offshore RMB business. Instead,
both cities can complement each other and grow together.

On the other hand, although London, in its quest to estab-
lish itself as an offshore RMB center, has the advantage of being
able to facilitate pan-European trading, Hong Kong also boasts
the obvious advantage of being capable of covering trading in
the Asia-Pacific region. According to Western Union Business
Solutions, despite the fact that the euro’s position as an inter-
national currency is being threatened by the European debt
crisis, the dollar and the euro, currencies with high degrees of
internationalization, are still widely used in trade settlements.

In the U.S. and Europe, 42% and 23% of businesses that
import from China, respectively, are not willing to settle trades
in RMB. In contrast, in Japan and Australia, only 8% and 2% of
businesses that import from China, respectively, shun the yuan
in trade settlements. These companies trade and invest a lot in
the Asian markets, so the currencies used for settlements are
more diverse. Due to the lack of full convertibility of curren-
cies of emerging markets such as Brazil and India, businesses
are more likely to settle in RMB. Meanwhile, Hong Kong is an
important entrepot of Mainland China, with free capital flows
as well as basically market-determined RMB interest rates and
exchange rates. Furthermore, Hong Kong boasts a sound RMB
clearing system and is planning to gain further advantages by
extending RMB settlement periods to cover trading hours in
Europe and the U.S. Therefore, in the short to medium term,



Hong Kong’s position as the world’s largest offshore RMB
center will be difficult to be replaced.

Proactive experimentation to aid developments

In the short- to medium-term, waning RMB appreciation
expectation against the U.S. dollar will not hinder the develop-
ments of Hong Kong’s offshore RMB center, while competi-
tion from other financial centers will not weaken Hong Kong’s
international position as the largest offshore RMB center,
either. However, Hong Kong still needs to fully utilize the
opportunities presented by the 12th Five-year Plan, which sup-
ports Hong Kong’s growth as an offshore RMB business center.
Hong Kong should proactively pioneer experimental measures
to further aid the growth of its RMB businesses.

For the time being, the Hong Kong Association of Banks is
deliberating measures to simplify both the declaration paper-
work for RMB trade settlements and procedures for verify-
ing the authenticity of trades. Should the relevant regulations
be relaxed, RMB trade settlement efficiency would improve,
encouraging more clients to settle trades in RMB and strength-
ening functions of the offshore RMB settlement center.

As it stands now, other overseas markets do not have caps
on the amount of RMB that can be exchanged. Moreover,
since Hong Kong’s RMB participating banks were allowed to

independently settle their own RMB positions as of July, 2010,
banks no longer place a ceiling on the amount of RMB that
can be exchanged for corporate clients. In the future, if Hong
Kong manages to have a breakthrough in restrictions on indi-
vidual RMB businesses, RMB deposits, loans, and wealth man-
agement businesses will be able to further expand.

Overall, the market environment of RMB businesses in
Hong Kong is constantly changing, and further growth in the
offshore RMB market will be faced with many new challenges.
Thanks to a new phase of financial reform being carried out
during the 12th Five-year Plan period and the 36 measures
announced by the Central Government to help Hong Kong’s
economic development, Hong Kong’s RMB businesses have
been presented with new growth opportunities.

Nevertheless, time is a luxury Hong Kong cannot afford, and
Hong Kong must fully utilize its overall advantages as Asia Pacif-
ic’s financial hub. During the process of the opening of Main-
land China’s capital account, the internationalization of RMB,
and the venturing outward by domestic enterprises, Hong Kong
should actively engage in discussions with neighboring Guang-
dong province as well as pursue various sorts of new and experi-
mental cross-border financial cooperation. Moreover, in order to
grow the offshore RMB market in all facets, Hong Kong should
strive to develop investment and financing businesses.

HEADS ABOVE

The Standard wins seven out of nine top awards in the
English-language categories of the Hong Kong News Awards 2011*

Yuankee dollars - Steve Shellum

China bubble burst?
= Tony Liow & Cai ¥i Jun, Natallie

That's a relief, ladies - Steve Shellum

Pugs can't fly - Steve Shellum

The Standard:

Marketing Tel: 3181 3630
Advertising Tel: 3181 2311

www.thestandard.com.hk

Wing and a prayer - Siu Chi Yui, Phila

Haunted by past - Siu Chi Yui, Phila

Ticking time... - Lee Yun Yan, Colfeen

Tha ===
Staiiardl > LEEEN

The Bulletin 0 0 0 O MAY 2012 15



| Special Reports 0 00O O |

oooooooO0oboboOooooO0booOoO0obooOoOoO0ooa
D ooobooooOoOooooobisrOoOOzo100153000
22%00000000000000000G00O000O0O00

20100013200 01650 000000000000000000
201000018700 09680 000000000000 00O1L,1640
goo0o0oooosooooooooo0bio001,2127000

gooooboboooooooobobobOooooooooboonooo
gO0dz201100000000000002.08130 000000000
00000001.91490000092%000SWIFTO OO0 20110
gboooooobooooo7swooooooooooooooon
ooo

oobooooo
ooooooooOoOoOO0OO0OO0OO0OO0OO0OO0O0O0O0O0O0O000000
goooooobooOooooboOoOoooOoOoOoooOoOoO0booOoOoOooboO
gooooooooooOooooOooooOooooo
ooboooOoooooboOoO0oOoOoO0boobooOobO0O0010001200
001000000000.6%06.2%02.1%05,7600 0010000
geboO0O0O0O0O0O074%0001000000000000000
oo000012002,390400001,563.56000000000010
gooooooOoOooooOoO0ooOoO0OoOoOoOO0boOoOOOoboO
gooooooooooooooooo
goobOO0OOOO0OO0OOOOO0DOOOOOCOOOOODOOOO
goooooooOoOoOoOooooooOoOOO0OO0OOOO0OO0DOOODOO1

16 MAY 2012 TheBulletinO0 00O

ooo0oooOooooooswooOo1s0oooooooonooo
ooo0dobooo0obooOoOoooo0oooOoOoOoooOoOoooOo0no
oooooooooooboOoO0oooooooboboOoOoooooon
2010002011000000000000000O0OC0OOO0OO0OO
oooodoboobobooooOoOoooOoO0ooOoOoOooOoOoOobooOOo0bOn
ooobooooOoOoOoOoboooooseoo0bbOOoOoOoOoOononoBon
45000 00000000000000000O000O0COOOOO
ooooooooooO0o0oooO0oO0OooOoO0OoOoOO0O0boOO00BOn
gooooooOoooOoOoooOoOoOooOoOoOOoOoOoOOboOOOBO
goooooOo0ooooOoooOoO0oOoOOO0OoOoOO0OoooOO
pgooooooooOoO0oOOoOOOOOO0OOOOOOOOOOO
goooboooobooO0oOoooO0o0oooOoOoOooOOoOoOOboOOOBO
goboooooooooooOoooOoooOoboboOoOooooooDo
goooooooooOo0oooO0oOoooOoOoOOoOoOoOoboOOObOo
oooooooooboo
gooooOooOo0oooooOoO0OO0OOO0O0OOOOOOGDPOO
000020070 010.6%0002011002.8%0003%000000
ooo0dbooboOoOoooOoOooooOoooOoOoOoooOoOoooOo0no
oooooooooo
pgoobooooooOoO0oOoOoOOoOoO0oO0O0O0O0O0O0oOooOoOoOOn
oooobooooboooOoooOoOoOooOoOoOooOoOoOobooOOo0BOn
ooooooooooOoOoooO0oO0OooO0oOoOoOoOoOoOoboOO00nOn
ooooooooooO0o0oooO0oO0OooOoO0OoOoOO0O0boOO00BOn
gooooooOoooOoOoooOoOoOooOoOoOOoOoOoOOboOOOBO

© YAKOBCHUK | DREAMSTIME.COM



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

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

LR

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

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

anz.com/hongkong

o ANZ
We live in your world 4/ W5 M=

© Australia and New Zealand Banking Group Limited (ANZ) 2011 ABN 11 005 357 522

The Bulletin 0 0 O 0 MAY 2012 17



| Special Reports 0 00O |

ooboooboooooOocoooOooOobOoOoooOocoobooooonoo

oobooozonmi00ocoo00oOoO0O0n0OOs87%is,88s00d0nOnn
Ovzo000001160000000000310000000016.2

gfdz01100000000000010790 000000200000
o00Do00DO000O000D0ODb0062% 0000000000000
ooboDo0o0DbOoO4200000010000000000000000O

gooDoo0oDOoOoOooOoOopbrRO0ODOOCOO0OOOO0O0ODOOODODOO
O00D0OO0ODOOEIFORQRIDOOOOOOOOOOODOO

go0o0o0o0ooooooooob0i10000000000005.8%0
0008340000000 000000000O00O00O0OOOO0O
gobooooooooobooooboooobobooooobooo
ooooooooooooOoooooooboOoOoooobooOe.r7
0000000000000000000000000000000
0000000000000000000000000000000
000000000000000000000000000000
ooooboboobooobooooooooloooboooOobooboo
Jz02000000000000000000000O00O0G020150000
gboooooooobooooboooooOoboOoOoOoOoUoOoOOoOoooDo
gboooobooooboooobooOoooOboOoOoOooOoOooOoOoOoooo
J000oooooobODb4080000002011000000003,3000
J0o0o0o0O0000016%000001000000000070000
gobooooooooooobooOooOoooooooooooonoo
goooogosco00ooooooooooooonooooong
gobooooboooooboooboooooboooooooooooonoo
gobooooooooboooobooooOooooooooooooo
gobooooooooboooboooooboooooooooooDo
gooooooooooooboooooboooobOOooobooooo
OOSwiFTOhOOOz011000000000CC0O0000O00O0OAO
goo0ooOo0obo0ooObo0obO0OobOooboos29% 00000000
30.6%0000000000022.1%0 00 30%0
0000000000000 000000D0D46.4% 00000
goobooO0ooooOoOoOobocOobOOoOOoOoOOoOooOooOoOooboOooroa
gboooooooobooooboooooOoboOoOoOoOoUoOoOOoOoooDo
gboooobooooboooobooOoooOboOoOoOooOoOooOoOoOoooo
gboooooooooooobooooOoboOoOooooOooOoOoOoooo
gobooooooooooobOoOoooOoboOoooooooOooooo
goboooooooooooboooon
gbooooooooooooooboobooboobooobooboooboo
gobooooboooooboooboooooboooooooooooonoo
goobooooooooooboooboooOobDobo01-300000
gooooooboboboooboobooooboboobOooDoog
03-500000000000000000000C0O000DOO0OO
0000000510000 0000000000000000000
0000000000000000000000000000000
ooo0o0od
oooobo0oooOooo0oooooOOooO0obooOobOO0ob0O0O0o0O0Oon
gobooooooooboOoooOooOoOoOoboOoOoOoOoOoOooOoOoOoooo

o0o00oo0o0oooooooooooo

go0oo00o0ooooo0o00o0oooo0oooooooooooo
00o00d0oo0o0oo00oo0o0oo0o0oooooooooUoo
0 O O Western Union Business SolutionsO 0 OO0 O0O0O0OO0OO0OOODO
godoobbooobobdooobobooooboooobobogoo
goooobooooooooo

0000042%023%0000000000000000000
Jodobobooooobooooobooooboooooooooo
0o0ds8wil2wd 000000000 bOo0oooooooooono
Jod0oooooooobOoOooobooooboooooooooo
0o0d0b0OoOO0o0o0oooOO0o0o0ooObOOooOooboOoOoooooooo
00000000 0oO00ooooOoOooobOooOoooobooOoooono
Jod0oOoOOo0ooooOOo0o0obobOOooooboooooooooo
00o000o0o0o0oo00oo000oo0o0oDUoo0UoooUoDOo
00o0oooooooooo

ooooooo
goooooobOoboooobooOooooooOooobOOobOOoon
gobooooOooooooooooOoboOoOoOoboOoOoOooOoboOooDo
gobooooOooooooooooOoboOoOoOobOOoOoOooboOooDo
gobooooooooooooooboooobooOooobooooDo
gobooooooooooobooooobooooooo
gooooboOooooooboOoooooooooooooon
gobooooooooooooooobooooooooooooono
gobooooooooooooooobooooooooobooooDo
ooboooooooooooooooboono
goooobooooooboooooobobooooooboo
010070 0000000O0O0C0O0ODOOOOOOOOOODOOOO
goooobooobooooooooooooooooooobooboo
goooobooobooooooobooooooooooooboboobobo
oooooooooooo
goooboooooboOooooboooobooooobobooooo
gob0ooooooooooooooboOoOoOoOooOoOoOooocOoooDo
goo0oo0oO0oo000ooO00oOoO00Ob0O00ooObO03s0000000
goboooooooooooo
goooOooboobOooooooooooooooooboOoobooOon
oobooooooooooooooboooooooooboooobo
goooobooooboooooboooOoooboobooobOOooboOoooon
00000000000000000000%

© KOVALEFF | DREAMSTIME.COM

of the Bank of China (Hong Kong) Limited.

Zhang Ying is Senior Economist of the Bank of China (Hong Kong) Limited. The viewpoints expressed in this article do not necessarily represent the opinions

Oooo0000000000000000000000O00000000000000O00O000O0O000000

18 MAY 2012 The Bulletin 0 0 00O




ON THE PATH TO VICTORY

The Racing Club is designed to give the ultimate experience for the young elites within

The Hong Kong Jockey Club. You get to enjoy personal prestige within an elite company, ¢
and unrivalled high life. Being a Racing Club horse owner, also allows you to host your own
parties and functions at the Club venues. It's the best path to greater success and honour. #EE

Call us today at 2966-7738 or visit www.racingclub.hkjc.com for more information. THE RALING LLUB

A Wholly-Owned Subsidiary of The Hong Kong Jockey Club



ere We Go Again . . . :

/

The threat of a sharp global slowdown eased with improved activity in the United States and better policies in the
euro area, but the improvements are very fragile, writes David O'Rear

oobooooboooobooooooooooooboOoOooOboOooooOoooOoOoOobooOoOooOooOoOoOooboboOooDo

he International Monetary Fund’s annual World Eco-

nomic Outlook, published in April each year, provides

a detailed perspective on the global economy, and this
year the view is dim.

Although the IMF expects a weak recovery in the key advanced
economies (the U.S., Japan, the EU and others) to continue, it
admits that “recent improvements are very fragile.” The compan-
ion Fiscal Monitor notes that “overall, fiscal risks remain elevated,”
an understatement only a bureaucrat could craft. With debt ratios
at historic highs, the key risks are all on the downside.

The first graph shows how the IMF’s view changed from
September 2011 to last month. Whereas previously the severely
distressed trio of Greece, Ireland and Portugal were expected
to contract by 1.1% this year, the current expectation is for a
2.9% drop (hence, the long bar at the top of the graph) and to
continue falling in 2013.

For Greece, five straight years of contraction are expected
to end next year, after a painful 17.3% fall that will have wiped
out a decade of growth. Portugal is following a similar pattern,
although with only one positive year in between. Italy, on the
other hand, is double dipping: contraction in 2008 and 2009
followed by two years of growth and now more decline this
year and next. Twelve years down the drain.

Other parts of the euro zone are now not likely to grow, a
1.5 percentage point reduction from last September’s forecast.
Japan, too, will grow more slowly than expected but the U.S.

ooo

and Canada combined will expand at a slightly better-than-
expected 2.1% pace this year, and 2.4% in 2013.

The major down-grades in Europe were to Spain, Sweden
and The Netherlands, as illustrated in the second graph. Curi-
ously, the World Economic Outlook does not explain the rea-
sons, but the northern countries’ dependence on markets in
the rest of Europe would make sense.

In North-east Asia, economies are expected to continue
growing this year and next, albeit at slower rates. Hong Kong’s
real GDP growth was down-graded from September’s optimis-
tic 4.4% rise to just 2.6% this year, and 4.2% in 2013. China
will remain above the eight percent mark in both years, but
Singapore’s prospects were significantly adjusted. Taiwan and
Korea are likely to grow about 3.5% this year, and 4% or more
in 2013. The third graph illustrates the revised view and out-
look for this year and next.

Finally, there is an IMF working paper on China’s external
balances that predicts an end of the massive current-account
surpluses of a few years ago. It points to slack demand in the
OECD and an inability to raise export prices as fast as com-
modity prices (i.e., imports) are rising as the main reasons,
but also notes the real appreciation of the renminbi and rising
domestic costs such as wages.

All in all, a good month for meaty analysis from the IME
The messages are tough, but fair and worth reading. All are
available on the IMG’s website, imf.org. ¥

- P
Less Optimistic
Revision, Sept 2011 to Apr 2012 Forecast
B3] » 201149 H F 201244 i ]
Greece, Ireland, 2012 2013
Portgual -29%  -0.6%
wm - =@ wax (0
Other Euro 0.0% 1.1%
HABUMER
US + Canada
EE+IER 2.1% 2.4%
Japan 2.0% 1.7%
EES ©0.3)
(2.0) (1.5) (1.0) 0.5) 0.0 05

Europe Fares Worse
ExM =R e =

Revision, Sept 2011 to Apr 2012
&5 2011598 & 20124548

UK

Switzerland
fLES
Sweden
T (3.0)
Spain
T (3.0)
Norway

B
Netherlands
]

Ireland

SEE
Belgium
EERI a.s)

7}

3.5) (3.0) @2.5) (2.0) (1.5) (1.0) (0.5) 0.0

20 MAY 2012 TheBulletinO0 0 00O



Chewing the Fat

You Rang?

he Hong Kong earring, that plastic lump stuck to

our ears that keeps us connected with family,
friends and business associates, has become an
absolute necessity to modern life. Whether we use the
clamshell, candy bar or smart phone type, few of us
could have predicted the impact mobile telephony has
on our lives.

The first true mobile phone was Motorola’s 1973
“brick,” weighing in at a solid kilo and costing the
equivalent of US$20,000 in today's money. It wasn’t
until 10 years later that the first model was
commercially available. Before that, if you wanted to
make a call on the go, your only options were the
military walkie talkie or the car phone, first introduced
in 1946 and weighing in at 40 kilos per unit.

The early mobile phones probably dropped as many

calls as were made, but the novelty value was immense.
Within a few years, the annoyance value was even greater
as posers displayed their phones prominently on the bar
or table to show how important it was to be able to talk
to someone other than those present. The cost of the unit
and charges for making and receiving calls were pretty
impressive, too.

Today, few think about the cost of long distance calling.
If our subscribers packages don't have hundreds (or
thousands) of minutes of free minutes, we use Skype or
some other near-free service. But, 100 years ago, when
the first true long distance calls were made, a three
minute conversation might run US$500 at today’s values.
More, the long distance operator - there was no direct
dialling — might not be able to complete the call for 20
minutes or more.

Joooo0ooOooooooo00Oooodavid@chamber.org.hkd

David O’Rear is the Chamber’s Chief Economist. He can be reached at david@chamber.org.hk
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Asia is not Immune
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Wenzhou Breaks Ice
with Financial Reforms
0000 D000

Wenzhou has embarked on a landmark financial pilot programme that will
allow residents of the coastal city to invest privately overseas and set up

loan companies, writes Mayee Lang

gooooooooobooooboooooboooooooobooooooonD oooo

enzhou is considered by many

to be one of China’s most entre-

preneurial cities. Dubbed the
cradle of capitalism in China, this eastern
city in the province of Zhejiang is a hotbed
of industrial activity. Yet its dynamism has
been severely tested with the tightening
of credit, as state banks turned off lend-
ing following government efforts to stop
the property bubble getting out of hand.
Knowing an opportunity when they see
one, its entrepreneurs set up their own
underground financing services — effec-
tively loan sharks — lending to businesses at
double-digit interest rates.

everything away speaks volumes for the
dire predicament they were in, and the
lack of regulations and assistance gov-
erning lenders and businesses.

Realizing they had a time bomb tick-
ing away, on March 28 the State Council
approved Wenzhou to be a pilot zone
for a series of financial reforms. The
“Comprehensive Financial Reform Pilot
Zone in Wenzhou” involves reforming
financial organizations and institutions,
developing innovative financial prod-
ucts, risk management and the devel-
opment of private finance. The move
is expected to not only help ease busi-
nesses in financial difficulties, but it also

Unable to repay loan sharks, and
unable to get further financing, many
Wenzhou entrepreneurs abandoned their
business and fled. According to statistics
compiled by the China Banking Regula-
tory Commission Wenzhou Bureau, as of
the end of February, 234 business owners
had abandoned their operations in Wen-

7.
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shows the government’s willingness to
push ahead with financial reforms. To a
certain extent, Wenzhou has become a
touchstone and ice-breaker for financial
reform in China.
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Private finance
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zhou and fled the city, with 60 such cases
being reported in the first two months of
this year. Besides leaving behind workers
with unpaid wages, they also left banks and
lenders with 110 billion renminbi in bad
loans, or 36.22% of the city’s total loans.
But why would businesses, after
investing so much in a venture, leave
everything behind and flee? They would
not be the first businesses owners to be
in debt, but the fact they would throw

Wenzhou has a robust private sec-
tor flush with capital, with an estimated
600 billion renminbi in circulation. It
also has an active underground finance
sector. At present, the city’s private sec-
tor accounts for 81.6% of the city’s total
GDP. With private enterprises repre-
senting 99.5% of the total number of
enterprises, employing 93% of the city’s
population, they contribute 80% of local
tax revenue and 95% of exports.
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The break in Wenzhou'’s capital chain,
however, has forced many business own-
ers to flee the loan sharks, causing seri-
ous repercussions to the city’s economic
and social stability.

SMEs generally fund their businesses
from their own and family savings, bank
loans or private loans. Despite China’s
four state-owned banks controlling 70%

of the market, they are ill-equipped
to provide micro and small loans to

SMEs. Moreover, small businesses’

applications for bank loans are usu-

ally rejected because they are unable
to satisfy the requirements. There-
fore, would-be entrepreneurs turn
to private lenders who are unregu-
lated and charge high interest rates.
This risky, Wild West mix is the root
cause of Wenzhou’s financial woes.

Creating more options

The pilot programme encourages
people to invest in or set up village or
township banks to break state-owned
banks’ monopoly and to drive out under-
ground lending. The plan also calls for
the development of asset management
institutions, provide venture capital, in
addition to lowering the threshold to
enter the financial sector. The Central
Government hopes this will encourage
more small and medium financial insti-
tutions to set up legitimate financial
services under the eye of regulators to

provide loans to micro and small busi-
nesses.

In a recent interview with the press,
Wenzhou’s Finance Director said the
goal is to set up 50 village and township
banks in Wenzhou — which currently has
five — over the next three to five years.

Further financial support
to start-ups

Wenzhou is also encouraging state-
owned and share-holding banks to set
up special units to handle loans and
services to micro and small enterprises,
as well as services for agriculture, rural
areas and peasants.

During his recent visit to Wenzhou,
Premier Wen Jiabao stressed that sup-
porting the development of SMEs is
a strategic issue that affects the whole
country. His comments marked the first
time that the government had placed
such importance on SMEs. Commenta-
tors said with the economy in a critical
transition period, the government will
need to allow market forces to steer the
economy. Consequently, it is reasonable
to assume that if the Wenzhou pilot is
successful, it will be gradually rolled out
across the country.

Individual foreign direct investment

Currently, the ceiling on how much
foreign exchange that Mainland resi-
dents can use to settle overseas pay-
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ments is US$50,000 annually. Individu-
als are also barred from making direct
offshore investments. However, the
country’s rapid development has cre-
ated huge demand for Chinese traders
to invest overseas. Under the pilot pro-
gramme, the government will exam-
ine how individual foreign investment
might be relaxed.

Although liberalizing foreign direct
investment will help to ease pressure
on the country’s huge foreign exchange
reserves, the corresponding financial
risks shouldn’t be underestimated. As
implementation details have yet to be
announced, it is impossible to access the
effectiveness and risks of the plan. How-
ever, it is clear that once implemented,
capital from other parts of the country
will be channelled through Wenzhou as
people try to invest overseas.

Despite its challenges, the pilot pro-
gramme will help alleviate cash flow
problems dogging local businesses.
More importantly, it is a clear signal
that the Central Government is deter-
mined to gradually push out financial
reforms. With growing experience in
products and managing financial risks,
Wenzhou will be looking to strike a bal-
ance between market development and
government adjustments to maintain its
title as China’s cradle of capitalism.¥<
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Online Shopaholics
00000

Around 70% of Chinese consumers shop online at least once a week,
which is nearly four times as often as their European counterparts
70%000000000000000000000000000000

hinese consumers are four times more likely to shop online compared

to European shoppers and nearly twice as often as online shoppers in
the U.S. and the U.K. According to PwC's latest global multi-channel retail
survey, around 70% of the survey respondents in Mainland China shop
online at least once a week, compared with around 40% in the U.S. and
U.K., and around 20% for The Netherlands, France and Switzerland.

“One of the biggest overall conclusions from the survey is that
consumers are leading the way in multi-channel shopping, with many
retailers lagging behind in terms of meeting their needs,” says Stuart
Harker, PwC’s Global Retail and Consumer Goods Advisory Leader.
“Today’s global retailers have a huge opportunity to enhance the
mechanisms necessary to keep up with shoppers who are demanding
more customisation in terms of delivery and returns, product choice, and
number of channels from which to choose.”

One of the findings that stand out in the survey — and one heavy with
implications for retailers — is the self-described sophistication of the online
shoppers surveyed. Many of the respondents consider themselves to be
highly capable in terms of researching and purchasing via the internet. In
fact, 69% of the respondents consider themselves to be either ‘confident’
or ‘experts’ in this regard. In mainland China, the proportion of these
‘expert’ shoppers is highest, at 86%.

Chinese online shoppers also had markedly different survey responses
than online shoppers in other countries. Chinese multi-channel shoppers
in the survey purchase a far higher proportion of their purchases online
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than respondents from other countries, and do so across all categories. For
example, according to the survey, Chinese shoppers purchase about
60-65% of their clothing, footwear, books, music and films online. The
comparable figures for the rest of the markets are around 35-459%.

“With the survey results showing that consumers, especially in mainland
China, are becoming ever more sophisticated and making more of their
purchases online, retailers need to consider the future roles of their stores,”
says Carrie Yu, PwC'’s Retail and Consumer Leader for China and Asia Pacific.
“The most likely scenario is that stores will serve two distinct purposes.

First, they will act as showrooms, where customers come for inspiration and
are able to browse and to physically interact with products. Their second
purpose will be to provide a convenient transaction and collection point,
where customers come to complete a journey started online.”

|:| go0oobooOOooOoOooobOOoOoO0obOOoOoO0oOocOoO0oOoOooOoOoooo
000000000000000000000000070%00000000
oobooobOooobOoooooobOooOooboo4swooooooooooon

20%0

0000000000000 00000000000 StuartHarkerD OO ODOO
oobOooooOooooOoOoooOoooOoooOooOooooooooooooon
oobOooooOooobOooo0ooOooooOooooooooooooooooon
oooOoOo0ooOo00oDOoO00oOooO0Oo0OooO0oooOOoooooooooOon

goooooooooobooooooo

gooboo0obOoOoO0ooOoOoo0oOo0oO0oDOOoOoOooOooooOooooOoOooooo
goooooooOoOoobooOooooOoOooOOoOoOooOoOoOooDooooooooboooo
oo0O0oOoOOoOoOoo00e% I OO00oOOo0oOobOooOoOoooOoooooooo
goOoocOoOOoOOOoOOOOOOOOOOOOOOODOOOsexwO

dbOoo0obOoOoO0oOCcOo0OoO0O0oOOoOOobOOOoOoO0oOooOoOooOoOoOoooa
ooboocoobOoOoOoOOoOoO0oooobOOOoO0oOoOoOoOoOOoOoOoOCocOoOooOoOoOa
oobooobOoOoobOOoOoooOoobOoOooOooOoOoOoOoOoOoooOocOoOoobooOon
00eode65%00000000000035045%0

oobooobOooooocobooOooobOooOoOoooOooooooooood
ooboooobOoOooOoOoooOooOoOOooOooOooooooooocooooOon
oobOoooboOooooOoooooobooOooooooooooooooooon
oobOooooOooooOoOoooOoooOoooOooOooooooooooooon
oobOooooOooobOooo0ooOooooOooooooooooooooooon

oooo

gobooooboooobooobooooao
gooboooooooobooobooooo
gooooooooobooobooooo
gooooooooobooobooooao
goooooobooooboooobooooo
gooooooooooboooobooooo
ooooooooooooooooooo
ooooooooooooooooooo
ooooooooooobooooooooo
ooooo

oooooooo
ooooboO0oO0oooOooooOoooos
oobooooooOoooooooobooao
ooooooooooboO0oOooooooon
oooooooooobOoOooooooo

gboooobooboooooboooOooooonoo
goboooobooOoOoooooOooooonoo
goboooooOooooooOooooonoo
goooobooooooooOooooonoo
oooboooooooooooooooo
oooooooooooooooooonoo
oboooobooooooooOooooonoo
oboooobooooooooOooooonoo
oboooobooooooboooOooooonOo
ooooo
oooooobooooooooboooo
oobooobooboooooooOooooonoo
gbooobooboooooooOooooonoo
goboooooboooooooOooooonoo
goboooooboooooooOooooonoo
0000o0ooDooooOwR



G'";"_J/Il‘_lr__.ij __;_}li_l_:_l-?'_l
. q; ;;Jﬂ — ) A o
JJ-..J J Aga o/ )-'z)u/_) FEAVVAY
A _ 4y
£’%m’r&"

el

ﬁﬂﬁﬂﬂ

(ROSREIRLURARERESNEELN - SERBENE
ERASRASENAN - SNBNTRERBENRRITRE
[FRBIsimEe ] -

BERMESHE

[RANESNS | EERSBRLANE - RERTONESBLR
RENSA - RN RAMRRME - RS RRO0R RN -
| EAEENENTHRHEEER | RIBNEE] -

SHBMNEIANMESH - ATHE (BWEWE) - HEARBLUT
NEBFEE AERE - DERE - BFENZSRERER
HEMEmE -

HESEENEIEERMRSROETIEN - ZHENTLTH

SEEDEN : HERT - BAZEERINAR/EERIRRMY

FETReEMm -

BEWELE : wow.hkaee.org.hk EHME : 2788 5903 A

J semrsunm

Anedaie

ey ~B =2 8 Qo=



| Special Reports 0 00O |

Tax Planning

Cultural differences need to be carefully examined when companies do their tax planning

goboobooboobooboobobobobobg

By Willem Jan Hoogland

t is important to note that tax planning in itself has become a

necessity, especially within the emerging Asian market. Hong

Kong for example has now concluded 23 double taxation
treaties that provide for exchange of information provisions.

That is, as from April 1, 2012, Hong Kong will have 15 dou-
ble taxation treaties effectively in place (with Belgium, Brunei,
Mainland China, Luxembourg, Thailand, Vietnam, United
Kingdom, Austria, Hungary, Ireland, Liechtenstein, Japan,
The Netherlands, New Zealand and France) and treaties with
Spain, Czech Republic and Indonesia will become effective
on April 1, 2013. Treaties with Portugal, Kuwait, Switzerland,
Malta and Jersey have yet to be finalized.

Hiding just behind a nominee or third party director in
itself is therefore no longer sufficient. Similar examples are
jurisdictions such as Indonesia and Singapore. However, some
of these jurisdictions including Mainland China are still not
accustomed to take tax advice or even willing to pay for tax
advice, as they think that nominees/third party structures are
sufficient and are convinced that they are able to stay out of
the hands of the relevant tax authorities.

Apart from the above, one also has to be careful with the
type of tax advice being provided. In February 2011, the
Organization for Economic Co-operation and Development
(OECD) issued its report on disclosure initiatives called “Tack-
ling Aggressive Tax Planning through Improved Transparency
and Disclosure.” Within this report, the OECD provides for an
overview of disclosure measurements OECD countries have
introduced to counter aggressive tax planning. The questions
it raises are: What is aggressive tax planning? Is aggressive tax
planning not just a subjective term that differs per country? Is
aggressive tax planning not just tax planning?

Probably the answer to such queries should be that if struc-
tures are wholly artificial and have no economic justification,
one could consider this as aggressive. But again this often would
depend on definitions within a national context. Some coun-
tries would even consider tax planning in itself as evasive!

But whether one calls it aggressive, evasive or something else
is often irrelevant, as countries often do have their own domes-
tic anti-abuse rules to combat tax structures and often incorpo-
rate these in their double taxation treaties, for example:

B Strict beneficial owner tests (including indirect equity trans-
fer tests) can be found in domestic legislation of Mainland
China, India and Indonesia;

B General treaty anti-avoidance rules have been introduced
by countries denying treaty benefits in case of tax avoidance,
such as within the tax treaty between Hong Kong & The
Netherlands;

In order to avoid these rules companies do need to have
enough tax substance, having an economic and/or commer-
cial purpose. But as cultural differences on tax planning clearly
exist, it is important that different approaches are taken per
jurisdiction.

Hong Kong (Local) Tax Planning

For Hong Kong companies with full substance/operations
in Hong Kong, tax planning is less straightforward than for
resident Hong Kong companies with hardly any substance or
for resident Hong Kong companies that are mostly used for
re-invoicing purposes. The latter group of resident companies
can easily request for the offshore regime to be applied, but
the taxable profits of the first group of resident companies are
however likely to be fully taxable in Hong Kong.

Although Hong Kong currently applies a corporate income
tax rate of 16.5%, which is considered low by many European
countries, local Hong Kong resident companies or Hong Kong
companies with proper substance but with overseas parents
still wonder if and how they can reduce their tax liability.
Although local tax planning is possible, one should be care-
ful with its execution and one has to ensure that proper docu-
mentation is in place.

Some tax advisers might toy with the concept of ‘bonus
payments versus dividend payments’ in order to reduce local

)
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Willem Jan Hoogland set up HKWJ Tax Law & Partners Limited and has more than 11 years of practical experience in (inter)national tax planning
and trust related works. He can be reached at taxservices@hkwj-taxlaw.hk
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corporate income taxes, while others might suggest setting up
regional offices in other jurisdictions, and still others might
suggest putting certain royalty structures in place. One must
be prudent, however, and take into account various HK case
laws and Hong Kong’s anti-abuse/avoidance provisions.

Import Processing versus Contract Processing

Special attention should also be given to import processing
versus contract processing arrangements. Benefits for a Hong
Kong company might arise when part of its manufacturing
process takes place with an entity in Mainland China as an
agent or as a sub-contractor. Under these latter arrangements,
a factory in China would be responsible for the processing
and manufacturing of a portion of the products. The factory
would charge the Hong Kong company a processing fee. The
Hong Kong company would complete the product and also
often provide the raw materials needed to make the product.
By means of DIPN 21, the Hong Kong Inland Revenue is how-
ever willing to apportion the profit made by the Hong Kong
company as a result of the products sold to third parties on a
50:50 basis. As a result of cases such as “CG Lighting Limited
versus CIR” and “Datatronics versus CIR,” it has become more
evident that the structure of the arrangements is quite impor-
tant. Within these court cases, the Court of First Instance came
to the conclusion that the Hong Kong companies’ involve-
ment in the manufacturing business of the Mainland China
company (whether or not the agreement in place was one of
import processing or contract processing) included anteced-
ent or incidental activities where the profit-making transac-
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tions are the sale of goods and therefore the above-mentioned
DIPN 21 cannot be applied.

From the above it follows that (if one wants to pay less
tax in Hong Kong) proper rulings with the authorities have
become more important and also it will be necessary to proper
identify the transaction & activities of the Hong Kong com-
pany. For example, one could consider affecting the sale out-
side of Hong Kong, making the activities of the Hong Kong
company only antecedent or incidental, or by using proper
agency structures.

Securities Trading

Hong Kong is known for its trade in securities and commod-
ities. For profits from dealing in securities or commodities it is
often said that these do have their source where the contracts of
sale and purchase are affected. If this source is in Hong Kong,
then the profits realized would be fully taxable in Hong Kong at
the corporate income tax rate of 16.5%. However, in addition
to the above rules, several case laws, especially where commis-
sions are involved, need to be taken into consideration in order
to judge whether or not the local activities in reality resulted in
Hong Kong corporate income tax. As follows from those case
laws (for example “Baring Securities Limited versus CIR”), the
drafting of the underlying agreements is important, but one
also has to resolve questions such as: From which jurisdiction
is the bill presented to the client? Which company is responsible
for executing it? Where are the clients based?

When properly structured, security traders could save some
money in Hong Kong.
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Stock Lending & Repo Transactions

According to a recent Securities Lending Times newsletter,
despite the downturn, Hong Kong is still the market leader
in terms of the securities lending industry. This is of course
good news for Hong Kong and is partly the result of its regu-
latory environment for securities lending and infrastructure,
but also because Hong Kong has an attractive tax environ-
ment for this type of market. In 2010 though, the Hong Kong
Inland Revenue Department revised the Departmental Inter-
pretation and Practice Notes 27 (DIPN 27 revised) involving
the profits tax consequences in case of a Stock Borrowing &
Lending. The revision seems to have been mainly a result of
changes of definitions of certain terms (including references)
and therefore, according to the Hong Kong Inland Revenue
Department, their approach in applying the relevant stock
borrowing & lending profits tax sections should not have been
altered. Additional checks of one’s existing or future borrow-
ing & lending arrangements would nevertheless be recom-
mended. Please note though that the Hong Kong Inland Rev-
enue Department accepts that also repurchase transactions
come within the scope of DIPN 27 revised. &
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Private Eye

More companies are turning to investigation consultancies to help them conduct
due diligence on everyone from job candidates to business partners, writes Fion Chui

ooboooooboooobooooobooooooooOoOoooooooooooboooo

ollywood has stereotyped the private detective as a

moody, often eccentric ex-policeman who spends

most of his time searching for clues or tracking cheat-
ing spouses. In reality, most investigation consultancies’ clients
are companies who are the victims of a bad deal.

“Depending on the state of the economy, the type and
number of cases that we are hired to investigate varies consid-
erably,” said Kelvin Ko, Managing Director of Verity Consulting
Ltd, an independent investigation consultancy set up in 2009.
“A weak economy, for instance, usually sparks a surge in bad
debts. Many legal firms refer their clients who are looking for
missing debtors to us. We can assess the financial status of the
debtors, but we don’t collect debts.”

Even when the economy is booming, he added that com-
panies still need the services of an investigation consultancy,
such as when employees change jobs and need to make sure
they didn’t breach their employment contract or disclose trade
secrets to their new company.

Many accounting firms, investment banks and legal firms
involved in mergers and partnerships obviously want to do
their due diligence on clients to make sure there are no skel-
etons hiding in the closet.

Client base

In civil cases, both the prosecutor and defense lawyers have
the responsibility to provide evidence in court. In reality, law-
yers do not collect such evidence, but direct their clients to
engage companies like Ko’s to collect evidence that can be used
in court, he explained.

“About 30-40% of our clients are referrals from legal firms,
while another 30-40% percent are insurance firms. The remainder
are companies, large and small, that knock on our door,” he said.

He also noted a growing trend among small and medium
Hong Kong enterprises to use investigation services.

“Businesses that are employing mainlanders and investing
in the country need to ensure the integrity of the candidates
and its potential partners or service providers in the Mainland,”
Ko explained. “Arranging a factory visit is insufficient since the
working environment can easily be bogus. The role of an inde-
pendent undercover investigator is to talk to the factory workers
directly when they come out to buy lunch, which gives a clearer
idea of the factory’s operations and mood of the workforce.”
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Professional ethics

Before digging into people’s private lives, Ko’s clients need to
produce some evidence showing why they want to initiate an
investigation. Usually, there must be a relationship between the cli-
ent and the target, for example, insurance company and its injured
client, as well as human resources manager and the job seeker.

“We won’t investigate a company or person just out of
a client’s curiosity. Even when we conduct an employment
check, we need to get the candidate’s consent and authoriza-
tion to make sure we do not violate the privacy law. Moreover,
we treat all cases in strict confidence, whether we accept the
investigation case or not, or before, during and after the case,”
he added. “We have to ensure that the investigation process is
legal, thereby leaving no liability to our clients during and after
every case.”

Employment requirements

Verity recruits staff from the disciplinary forces. Both police
and custom officers usually work as investigators if they join
the private sector. Their experience has trained them to have
a sixth sense for investigative work, said Ko, who is a former
Royal Hong Kong Police Force officer.

He also employs fresh graduates majoring in criminal jus-
tice or information technology. “As we offer support in digital
forensic litigation, we need someone who is strong on compu-
ter data analysis. Investigators spend 70% of their time on the
g0, so they also need to be fit”

Future plan

Internal corporate governance is one of the keys to Ko’s success.
All employees have to work to a high degree of ethics and uncom-
promising confidentiality. It also needs to ensure its investigators
employ ethical tactics to collect intelligence to ensure clients have
no liability. “We must use legal means to collect evidence because
it will be presented in court,” he explained.

Since setting up the company three years ago, Ko now employs
32 staff in Hong Kong and eight in Shenzhen. In the past two
and a half years, the company has handled about 2,500 cases,
averaging 80 to 100 large and small cases every month.

“Now that we have the capacity to accept new cases, we plan
to accelerate our marketing efforts in the next three years to
raise awareness of risk management,” he said. &
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Annie Leibovitz

Power in Public and Private Spheres
Noo0o00ooooQg

Works by legendary photographer Annie Leibovitz will be going on display in Hong Kong
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Annie Leibovitz

May 10 - June 17

Sundaram Tagore Hong Kong
57-59 Hollywood Road
Central

50 100 0 60 170
Sundaram Tagore Hong Kong
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he mark of a truly great photographer is one who man-

ages to photograph far more than simply the image of

the person before them. They seem to capture the very
soul of their sitters. Annie Leibovitz is one of the masters of
this skill, with her portraits having appeared in magazines for
over 25 years. She began her career as a photographer for Roll-
ing Stone and now has a long-standing affiliation with Vanity
Fair and Vogue.

Some of Leibovitz’s haunting and sometimes provocative
portraits will be going on display at her debut solo show in
Hong Kong this month at Sundaram Tagore Gallery Hong
Kong. Featuring iconic artworks from her 40-year career, the
exhibition revolves around the theme of power in public and
private spheres.

Leibovitz’s celebrated subjects assume gestures and poses
that expose a very private side of their personalities. Included
in this show are portraits of Andy Warhol, Cindy Sherman,
Steve Martin, Nicole Kidman, Philip Glass, and Angelina Jolie,
among other notable figures.

Annie Leibovitz began her career as a photojournalist for
Rolling Stone magazine in 1970, while she was still a student
at the San Francisco Art Institute. In 1983,
she joined the staff of Vanity Fair magazine,
where she developed a large body of work
— portraits of actors, directors, writers, mu-
sicians, athletes, and political and business
figures — that expanded her collective por-
trait of contemporary life.

Leibovitz is the recipient of many hon-
ors, including the International Center
of Photography’s Lifetime Achievement
Award, The American Society of Magazine
Editors’ first Creative Excellence Award,
and the Centenary Medal of the Royal Pho-
tographic Society in London. In 2006, she
was decorated a Commandeur in the Ordre
des Arts et des Lettres by the French gov-
ernment. Leibovitz has been designated a
Living Legend by the U.S. Library of Con-
gress. She lives in New York. &

PHOTOGRAPH © ANNIE LEIBOVITZ



N
=
N
o
=)
=
[
=)
Z
Z
<
©
o)
=5}
<
~
0
o
=
o
)
~

David Byrne, Los Angeles, 1986, archival pigment print, 40 x 60 inches
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Salmon Six Ways

] ooo
One of the restaurant's
signature dishes, and a
perfect starter for sharing.
00000000000000
oDooooooooo

Nordic

-00d & Style

The Scandinavian diet is among the healthiest and most delicious

in the world, writes Malcolm Ainsworth
0000000000 000O0O0OO0O0O0 000

fter years of worshipping the Mediterra-

nean, a new culinary movement is washing

through the world’s top kitchens, flowing
not from France, Italy or Spain, but from Scan-
dinavia.

Sometimes called “new Nordic,” the style of
cooking is earthy and refined, ancient and mod-
ern, both playful and deeply serious. Instead of
relying on new techniques and stabilizers, Nordic
chefs rely on the old classics of drying, smoking,
pickling and curing to wow diners. And, as in true
Scandinavian fashion, the design and presentation
of dishes is exquisite.

Finds, which is purportedly the only Nor-
dic restaurant in the Pearl River Delta, has been
quietly delighting diners in Hong Kong for the
past eight years. Executive Chef Jaakko Sorsa has
designed an 8th Anniversary Classics Menu, to
celebrate its birthday, which originally opened in
2004 in Lan Kwai Fong Tower, before moving to
The Luxe Manor in 2010.

Freshness & Simplicity

Jaakko explained that most Nordic dishes are
seasonal, made using ingredients harvested at
their best. Many also include unique ingredients,
which have a very distinct flavour that a lot of
people have never tasted before. Above all, Nor-
dic food is very much about letting the main in-
gredients, whether fish or meat, flavour the dish,
which complements his cooking style: purity,
freshness and simplicity.

However, his dishes are far from simple. That
became immediately obvious when our first start-
er arrived: smoked Icelandic mackerel mousse,
served with crispy malt bread and beautifully ar-
ranged white asparagus, French beans, potatoes
and radish vegetables.

The mackerel mousse, gently smoked with
Finnish alder wood, just evaporates on your pal-
ate. The beautifully clean presentation matched
the nicely balanced flavours and is a dish big on
tastes and textures.

A friend of mine recently visited Finds and
couldn’t stop raving about Jaakko’s salmon taster
plate, so of course I just had to try it too. The dish,
salmon in six ways, has gradually evolved into its
present form, which cleverly demonstrates the
versatility of salmon and the creativity of the
chef. I do love pickles, both Western and Asian, so
I was eager to taste the pickled salmon. My only

Malcolm Ainsworth is Senior Managing Editor of The Bulletin, former Editor of The China Post, the food & wine guide

“Prime Time” and founder of the “Taipei Restaurant Review.” He can be reached at malcolm@chamber.org.hk
000000000000 000000 00000000 00000000PrimeTimeO 00000000000

O Taipei Restaurant Review 0 0 O O O O O malcolm@chamber.org.hk

40 MAY 2012 TheBulletin 0000



criticism of this is that I now crave more of it.
Like the other starter, this dish was also beau-
tifully plated, and despite having cold smoked,
seared, mousse, gravid lax, golden roe — and of
course pickled — salmon on the plate, it didn’t
look busy. If you only have one dish at Finds,
this is the one.

For our mains, we tried slow-braised Wagyu
beef cheek, baked in tarragon carrots, in an Er-
dinger sauce. The aroma of this dish was amaz-
ing, and again just melted on my palate. Jaakko
said the restaurant also has stronger tasting
reindeer meat on the menu but for me, the beef
cheek was a perfect treat.

So far, all of the food that we had tried was
light, fine-dining, beautiful dishes. When the
veal ‘Wallenberg’ arrived, I could well imagine
wolfing that down with great satisfaction on
a cold, winter evening. This Swedish classic is
named after one of the biggest banking families
and served in restaurants since 1930. Prime veal
is minced three times, then mixed with cream
and egg yolks to form a mousse, which is then
breadcrumbed and pan fried. It tastes as pow-
erful as it looks, especially with the crucial tart
lingonberries from the forests of Finland.

Our second main dish was roasted scallop
and hazelnut gratinated scallops. Unsurpris-
ingly the Scandinavians are masters of cooking
seafood properly, and a perfect example of this
is this dish of scallops. Part of the dish consists
of seared scallops with Makkin Sea salt and
gratinated with hazelnuts, served on a creamy
artichoke risotto. These scallops are paired with
roasted golden root — a cousin of the beetroot —

marinated rocket and zucchini. Again, this was
very refined cooking where all the flavours on
the plate complemented each other.

For our dessert, what could be better that a
dessert taster, finished off with two Nordic cock-
tails — Kimi Raikkonen and Greta Garbo?

Finds dishes are perfect for sharing, which
is how Scandinavian food should be enjoyed.
The restaurant’s decor is simple and almost too
casual when you consider how beautifully the
dishes are presented. Jaakko said Scandinavians
tend to sit down with the family around a big
table at meal times — an important point. "Our
food is simple and we tend to cook from scratch.
There is not a big fast-food culture and no ready
meals." We also tend to sit down with our fami-
lies to eat our meals, an important point which
he said shouldn’t be underestimated. &

@ Smoked Icelandic

Mackerel Mousse
oo ogood
Scoop up the mousse on a
piece of crispy malt bread
and enjoy.
0gooogooooooog
ooooo

@ Veal ‘Wallenberg’

oo ogood
Minced prime veal with
crushed lingonberries.
000000000o0o0oo
ooo

€ Slow-Braised Wagyu

Beef Cheek

oo ogood

The slow cooking ensures
the meat is full of flavour,
and the sauce is made
with the braising liquid and
reduced Erdinger beer with
a knob of butter.
0000000000000o0n
0D0DO00000D000O00o
0000000000 Erdingerd
ooooo

Roasted Scallop and
hazelnut-Gratinated
Scallop
ooooooooooo
The artichoke risotto is a
perfect accompaniment

to the beautifully cooked
scallops.
000000000000000
oooooooo
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A Dessert Taster

When you don't know which
dessert to order, this makes life
simple, although leaves you
feeling guilty!
0D0000000000000000
000000000000000

4 Kimi Raikkonen (eft), and
Greta Garbo.
O O O Kimi Raikkonen
Greta Garbol

Finds

1/F The Luxe Manor
39 Kimberly Road
Tsimshatsui
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Kiss That Frog!

Bestselling author Brian Tracy shares 12 great ways to
turn negatives into positives in your life and work
0000Brian Tracy0 0120 0000000000000000
afufuiulufsiuln

ust like the lonely princess in the fairy tale who was reluc-

tant to lock lips with a warty frog and transform him into

a handsome prince, something stops many of us short of
attaining our dreams. Our negative thoughts, emotions and at-
titudes can threaten to keep us from achieving all that we are
capable of. In Kiss That Frog! bestselling author and speaker
Brian Tracy and his daughter, therapist Christina Tracy Stein,
provide a set of practical, proven strategies anyone can use to
turn those negative frogs into positive princes.

Negative thoughts and emotions are the number-one rea-
son why people don’t fulfill their potential. The good news is
that this is not fate cast in stone. You can ‘kiss’ your negative
frogs and transform them into positives.

Tracy and Stein present a step-by-step plan that addresses
the root causes of negativity, helps you uncover blocks that
have become mental obstacles, and shows how you can trans-
form them into stepping-stones to achieve your fullest poten-
tial. The book distills, in an accessible and immediate useful
form, what Tracy has presented in more than 5,000 talks and
seminars with more than 5 million people in 58 countries and
what Stein has learned through thousands of hours of coun-
seling people from all walks of life.

“There is nothing either good or bad, but thinking makes it
so,” the authors quote Shakespeare. The many powerful tech-
niques and exercises in this book will help you change your
mindset so that you discover something worthwhile in every
person and experience, however difficult and challenging they
might seem at first. You'll learn how to develop unshakable
self-confidence, become your best self, and begin living an ex-

traordinary life. ¥
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Congratulations to
the winners of
Secrets of Power

Livia Leung
Bonny Li
Frankie Hung

© BRIANA HUNTER | DREAMSTIME.COM

The Bulletin is giving away three copies of this month’s featured book. Entries will be randomly
drawn from the hat and winners will be announced in the next issue of The Bulletin. Deadline
for entries is May 25. Simply complete the entry form and send it to: The Hong Kong General
Chamber of Commerce, 22/F, United Centre, 95 Queensway, Admiralty, Hong Kong.
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Name HKGCC Membership No. |
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Company
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E-mail Telephone
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(Winners wiil be notified by e-mail and be required to pick up their book at HKGCC's head office |
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nat Burning Feeling

Painful peptic ulcers affect as many as one in eight people, but
sufferers don't have to put up with the discomfort as there are
now effective ways of getting rid of ulcers
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Take a Chill Pill

Stress can cause your stomach to produce more acid.
This won’t necessarily cause an ulcer, but it can make
your symptoms worse. Try these tips for de-stressing:

m [f you find yourself becoming angry or upset, take
time out, even if only for five minutes. Relax your
muscles and calm yourself by slow, deep breathing.

m |dentify the underlying causes of your stress. Are
you taking on too much? Are there things you're
doing that could be handed over to someone else?

B Make time to relax. Saying ‘I just can't take the time
off' is no use if you're forced to take time off later
through ill health.

B Sleeping problems are common when you're
suffering from stress, but try not to take sleeping
pills for longer than a night or two.

B Enjoy yourself. Have some fun and reward yourself
for positive actions, attitudes and thoughts.

peptic ulcer is an open sore that develops on the inside
lining of the stomach (a gastric ulcer), or the small in-
testine (a duodenal ulcer). Both types of ulcers are also
referred to as peptic ulcer disease.
The most common symptom of a peptic ulcer is a burning
or gnawing pain in the centre of the abdomen (stomach).
It is hard to accurately estimate exactly how common
peptic ulcers are because in many people they do not
cause any symptoms. However, a Swedish study that
tested 1,000 adults at random found that 4% of them
had a peptic ulcer.

Peptic ulcers can affect people of any age, includ-

ing children, but the condition is most common in
people who are 60 years of age, or over. Both sexes
are equally affected by peptic ulcers.
In the past, it was mistakenly thought that
the main causes of peptic ulcers were lifestyle
factors, such as diet, smoking, alcohol, and
stress. While these factors may play a limited
role, it is now known that the leading cause
of peptic ulcers is a type of bacteria called

H. pylori.

H. pylori can infect the stomach and
small intestines and, in some people, the
bacteria can irritate the inner layer of the
stomach and small intestine, leading to
the formation of an ulcer.

A group of painkillers known as non-
steroidal anti-inflammatory drugs (NSAIDs),
which include aspirin and ibuprofen, are the second
most common cause of peptic ulcers. These types of pain-

Living with an ulcer

You can reduce your risk of developing an ulcer or
relieve the severity of your symptoms by making some
changes to your lifestyle:

B Cut down on the amount of coffee and tea you
drink. This can increase the amount of acid your
stomach produces. Try herbal teas instead.

Drink milk and eat milk-based foods, such as
yoghurt and cheese. Milk is thought to coat the
stomach and neutralise the effects of stomach acid.
Lose any extra weight you are carrying.

Eat little and often. This could help reduce the
build-up of stomach acid between meals.

Limit your intake of alcohol. Too much alcohol can
irritate the areas of inflammation in your stomach.
Avoid spicy or excessively rich foods if they make
your symptoms worse.

Quit smoking. It can put you at greater risk of
developing an ulcer and impede your recovery.
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killers can irritate the lining of the stomach and small intestine
in some people, particularly if they are taken on a long-term
basis.

Outlook

Since the link between peptic ulcers, H. pylori bacteria, and
NSAIDs was discovered, treatment for peptic ulcers has be-
come much more effective and the outlook is generally good.

Treatment for H. pylori associated peptic ulcers usually
involves taking antibiotics to kill the bacteria. Following this
treatment, only 5% of people will experience another ulcer.

Treatment for NSAID associated peptic ulcers usually in-
volves stopping using the NSAID before using medication to
heal the ulcer. If withdrawing NSAID treatment is not possi-
ble, additional medication can be used to compensate for the
effects of the NSAID.

Complications of peptic ulcers are serious but uncommon
and include internal bleeding, which may require emergency
surgery. ¥
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Chamber Happenings

gooooooo

Luncheon with Madam Sun Cuihua

3CE WELCOME
SUN CUIHUA

a ke

Madam Sun Cuihua, Deputy Director-General, Department of Climate Change of the
National Development and Reform Commission of Mainland China, spoke at a
luncheon hosted jointly by the Chamber and the Hong Kong Business Coalition on the
Environment on March 30. Madam Sun discussed the latest developments and
opportunities resulting from investing in Clean Development Mechanism projects in
the Mainland. She also outlined how Mainland China is moving towards a green,
low-carbon economy under the 12th Five-Year Plan.
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Americas Committee
Three senior executives

from DHL, namely

Jaime Hooker, Managing

Director, Central America &

Caribbean, Antonio Arranz,

General Director, Mexico,

DHL Express, DHL Express
Americas, and Joakim
Thrane, President, Brazil,
DHL Express, spoke at the
Chamber on ‘Latin America
Takes Off! Discover New
Opportunities: Evolving

Chamber Committees C OO OO0

Americas Committee
ooooo

Mr Patrick Cheung
ooooo

Asia/Africa Committee
oo/ooooo

Mr Marc Castagnet
oooo

China Committee

ogoooad
Mr Emil Yu
ooooo

CSI — Executive Committee
go0ooo00 —Oooooao
Mr David Dodwell

ooooo

LATAM-Sino Trade
Relations’ on March 28. The
speakers shared their views
on the latest developments
and opportunities in the
region, many of which have
yet to be explored.

China Committee

He Baoxiang, Vice
Governor, Hunan Provincial
People’s Government,
hosted a seminar and
dinner banquet on
March 20 in Hong Kong
to promote the 7th Expo
Central China. The expo
will take place from May
17-18 in Changsha, Hunan,
and the Chamber will be
organizing a mission to the
fair as one of the supporting
organizations.

Feng Lan, Vice President,
National Base For
International Cultural Trade
called on the Chamber
on March 20 to introduce
the National Base and its
investment policy.

Xie Jianhui, Director,
Department of Commerce
of Hunan Province and
other officials called on the
Chamber on March 21 to
discuss promoting the 7th
Expo Central China in May.

Chen Zhigang, Inspector
General, Economic and
Technological Cooperation
office of Ningxia Hui
Autonomous Region and
other officials visited the
Chamber on March 23
to introduce the latest
investment environment
and possible business
opportunities in Ningxia.

Mu Weidong, Vice
Director, Air New City
Investment Promotion

Digital, Information and
Telecommunications Committee
goodddoooooa

Ms Winnie Yeung

ooooo
Economic Policy Committee

ooooooo
Mr James Riley
oooono




Centre of Shenyang City, The
People’s Government of Shen
Bei, called on the Chamber
on March 26 to introduce
the latest developments and
advantages of investing in
Shenyang.

Wang Xiankui, g8
Governor,
People’s
Government,
Heilongjiang
Province led a delegation
to organize a series of
promotional events in Hong
Kong on March 26-28.

Chen Zhenggao, Governor
of People’s Government
of Liaoning Province led a
delegation to the Chamber to
discuss the Liaoning Province
Investment Seminar Service
Industry on March 27 in
Hong Kong.

Stephen Schwartz, Chief
Economist for Asia, BBVA
Research China, spoke at
the Chamber’s March 29

roundtable luncheon on
“China’s 2012 Economic
Outlook.”

Yang Yi, Head, Trade
Office of Economic Affairs
Department , Liaison Office
of the Central People’s
Government in HKSAR,
hosted a Spring Dinner on
March 29 in Hong Kong.
Jiang Zengwei, Vice Minister
of Commerce of PRC was
invited to attend the dinner
to meet with guests from
the Hong Kong business
community.

Digital, Information and
Telecommunications
Committee

Members of the DIT
Committee contributed
their views to a Chamber
submission on a
consultation by the Office
of the Government Chief
Information Officer on the
Standing Offer Agreement

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

Mainland trade and investment promotions recently. These included:
gobooooboboOoobobOooobbooooboooooo

Inner Mongolia
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Investment Seminar on Cloud Computing Base in

The Hulunbeier City Key Industries Promotion Seminar
Inner Mongolia-Xingan Meng Seminar

Yingkou City, Liaoning, Promotion Seminar and Luncheon
ooooooooooooon

for Quality Professional
Services 2 submitted in mid-
April 2012.

Environment &
Sustainability
Committee

The Environment and
Sustainability Committee
produced three separate
submissions in response to
consultations launched by
Legco’s Environmental Panel,

HKGCC hosted a welcome lunch for Meng Qiliang, Vice Governor of Guizhou Province and
his 40-member delegation on March 27. On the following day, Vice Governor Meng hosted
a Guizhou-Hong Kong Business Cooperation seminar and lunch banquet to introduce the
investment environment in Guizhou to the Hong Kong Business community.
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Environment and Sustainability Committee

Ooooooooooao
Dr Glenn Frommer
ooooo

Europe Committee
ooooo
Mr Serge G. Fafalen
oooon

Mr T C Chan
ooooo

Industry & Technology Committee
oooooooo
Mr Edmond Yue

oooon

Financial and Treasury Services Committee
oooooooooo

the Hong Kong Exchanges
and Clearing Limited,

and the Environmental
Protection Department. The
consultations were: Progress
of the Key Initiatives under
the Waste Management,

the Environmental, Social
and Governance Reporting
Guide, and the Introduction
of Waste Charging to
Strengthen Waste Reduction,
respectively.

Emil Yu, Chairman of
the China Committee,
attended the 18th Project
Management Committee
meeting of the Cleaner
Production Partnership
Programme on April 12 to
review the annual report for
2012/13 and endorse new
project applications.

Europe Committee
Shona Robison, Minister
of the Scottish Parliament,
Scottish Minister for
Commonwealth Games and
Sport, met Chamber CEO
Shirley Yuen and members
of the Europe Committee
on March 22. During the

Legal Committee
oooono

Mr William Brown
ooooo

Manpower Committee

ooooo
Mr Matthias Li
oooon
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CarbonSmart 200

The Chamber, together with Hong Kong Productivity
Council, Federation of Hong Kong Industries, and
Business Environment Council, launched “CarbonSmart
200” on March 21. The project aims to encourage and
sustain businesses’ efforts to reduce carbon to shape a
low-carbon future. Funded by the Environment and
Conservation Fund, 200 Hong Kong companies will be
chosen as showcases to facilitate the development of
related environmental industries.
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meeting, Robison exchanged
ideas on opportunities to
boost cooperation between
Scotland and Hong Kong,
especially in the areas of
innovation, technology and
education.

Dr Zsolt Becsey, Special
Envoy of the Prime Minister,
Hungary, visited the
Chamber on March 23 to
learn more about bilateral
trade and investment
relations in Hong Kong.

Financial and Treasury
Services Committee

Titus Yu, Senior Regional
Director of Prudential
Assurance Co Ltd. shared
his insights on opportunities
for Hong Kong financial
services companies in the
Mainland insurance market
at the committee’s March 16
meeting.

HKCSI Executive
Committee

Assistant Director-General
of Trade and Industry
Howard Yam updated

Earth Hour

Chamber Deputy Chairman Sir C K Chow
attended Earth Hour 2012 on March 31, at
which he shared the Chamber’s initiatives to
promote environmental protection to the
business community. The Chamber has long
been a supporting organization of Earth Hour.

members on the progress

of the WTO negotiations

at a meeting of the HKCSI
Executive Committee on
March 22. Members also
discussed issues relating to
APEC initiatives and regional
trade agreements.

HKCSI Expert Group on
Competition Law

The Expert Group had an
informal discussion on March
27 with Linda Lai, Deputy
Secretary for Commerce and
Economic Development,
on some of the major
outstanding points in the
Competition Bill, which are
of concern to the Chamber.
A Chamber submission
was presented to the Bills
Committee on April 5.

Industry and Technology
Committee

Senior Director for Policy
Watson Chan attended the
launching ceremony of the
2nd Cross Industry Matching
Showcase, organized by the
Innovative Entrepreneur

oooooooon
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Association and Hong Kong
Productivity Council on
March 22. The showcase is a
cross-industry cooperation
platform for Hong Kong
enterprises and the creative
industries.

Retail and Tourism
Committee

Paul Hart and Livian
Har, of Knight Frank Petty
Ltd, were invited to share
their insights on retail
rental trends in Hong Kong
at the committee’s March
22 meeting. Members
also discussed the Trade
Descriptions (Unfair Trade
Practices) (Amendment)
Bill 2012, and Alice Cheung,
Deputy Secretary for
Commerce and Economic
Development, and P C
Lam, Head of Consumer
Protection Bureau of
Customs and Excise
Department, had an informal
discussion with members on
the bill. The Chamber will be
submitting members’ views
on the bill.¥x
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Spreading the Wealth

HRERERN

The Gini coefficient is looming as a potentially explosive challenge for
Asia’s economies as millions of people remain stuck in poverty
0000000000000000000000000000000000000

sia’s rapid growth is leaving mil-

lions of people behind, causing

a widening gap between rich
and poor that threatens to undermine
the region’s stability, Asia Development
Bank’s Chief Economist warns.

“People’s patience on the issue of ine-
quality is getting thinner,” Dr Changyong
Rhee said. “Governments have to take
this issue more seriously, and figure out
what is the best way to get the right bal-
ance between growth and redistribution
of wealth.”

Drawing on the findings of the
recently released ADB report Asia
Development Outlook 2012, he said
another 240 million people could have
been lifted out of poverty over the past
20 years if inequality had remained sta-
ble instead of increasing as it has since
the 1990s.

Income divisions are rising mark-
edly in the region, where the richest 1%
of households account for 6% to 8%
of total income. Close to 20% of total
income went to the wealthiest 5% in
most countries. The report shows that

the share of income accruing to the rich-
est households has increased over time.

The Gini coefficient — a key measure
of inequality — grew in the region’s three
largest economies: Mainland China,
India and Indonesia. From the early
1990s to around 2010, it increased from
32 to 43 in PRC, from 33 to 37 in India,
and from 29 to 39 in Indonesia. Consid-
ering the region as a single unit, the Gini
coefficient has leapt from 39 to 46 in the
last two decades.

Unequal access to education, health
and other public services contributes
greatly to growing inequalities, further
hindering opportunities for the poor to
raise their living standards. School drop-
out rates are up to five times higher for
children in the poorest families, while
the chance of a poor infant dying at
birth can be 10 times higher than those
of a child born to a rich family.

“Inequality leads to a vicious circle,
with unequal opportunities creating
income disparities, that in turn lead to
dramatic differences in future opportu-
nities for families,” Mr. Rhee said.

Highly uneven distribution of new
technology, infrastructure and invest-
ment is further fueling the divide, partic-
ularly between rural and urban areas, and
coastal and inland provinces. In the PRC,
rural-urban and interprovincial differ-
ences account for the bulk of inequality.

Skill premiums have risen in many
countries, and better educated work-
ers are enjoying much higher income
growth. Technological progress favors
capital over labor, with the share of
labor income in gross domestic product
declining and that of capital increasing
in many countries. The abundance of
labor relative to capital in the region is
also a contributing factor to the declin-
ing labor income share, says the report.

“Governments need to focus on
policy options for reducing inequality,”
he said. “These include the creation of
quality jobs; increased spending on edu-
cation and health; and expanding social
protection including conditional cash
transfers for the poor.”

For many Asian nations, economic
growth has been more important that
sharing economic wealth, which Rhee
said has basically been the right deci-
sion. However, now that many countries
like China are entering into the middle-
income bracket, they need to reassess
their development strategies.

“Economic growth is important,
but also maybe countries need a social
equation that pays attention to the poor.
I think China is already doing that,
given that it is now emphasizing quality
growth over quantity,” he said. &

Outlook 20120 0 O

“Governments need to
focus on policy options
for reducing inequality,”
says ADB’s Chief
Economist.
000000000000
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B Developing Asia will maintain its growth momentum, despite weak global
demand - 6.9% in 2012 and 7.3% in 2013.
00000 0OOO000OO000OOO00DOOO00DOO—C0O000D0002012006.9%0
20130 0 0 7.3%0
Inflation will be moderate, between 4.6% to 4.4% in 2012 and ‘13, but
geopolitical risks can raise oil prices.
O000000002012020130004.6%04.4%0000000000000
Uncertainties in the eurozone remain, but developing Asia can manage its effects.
00000000000000000000000000
Currently, there is no clear case for short-term countercyclical policies.
0000000000000000

B Developing Asia is facing a new challenge - rising inequality.
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BHU PRC IND INO PAK PHI SRI

B Top 5% H Top 1%
HEHHI5% REHRI%

Gap between rich and poor is widening
BEEHEEERK

Richest 1% of Asian
households account for
6-8% of total expenditure
RERH 1%EIMNKEN T
BEHE6% Z 8% 8
» Top 5% in most
countries get nearly

20% of total expenditure 4
ERZHER - REWH5% 2
KEENE T S H MR

10 - 8.9

BAN GEO

Rising inequality involved an income
shift from the poor to the richest
HERENTFFHESBRARBAENBIRERAL

Quintile ratios, countries with rising inequality

ARUELS - TPEBEABRENER

9.6

IND INO LAO PRC SRI TAJ
M 1990s M 2000s
1990F 2000548

BHU=Bhutan; PRC=People’s Republic of China; IND=India; INO=Indonesia; PAK=Pakistan; PHI=Philippines; SRI=Sri Lanka
BHU=7f} : PRC=r# ARAME : IND=EIE | INO=EN/E : PAK=E3ELHTIE : PHI=3E2H  SRI=H 2H &

ADB

BAN=Bangladesh; GEO=Georgia; IND=India; INO=Indonesia; LAO=Lao PDR; PRC=People’s Republic of China; SRI=Sri Lanka; TAJ=Tajikistan
BAN=F 1% : GEO={BHT: : IND=EN[E : INO=EDfE : LAO=18 : PRC=HFEARKFME : SRI= FTRHEF : TAJ=#EHEHNE
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Hong Kong General Chamber of Commerce
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HEEOR RxEaEste)
HFXi EFRFA X AT EEETENRE -

ATA CARNET (private Cars Self-drive Scheme)

Car owners need to apply at HKGCC before driving into Guangdong.
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p to 35,000 packages and
40,000 documents are proc-
essed every hour at DHLs
Central Asia Hub at Hong Kong
Airport. Within three hours of its
cargo planes touching down, their
contents have been sorted, rerouted
and reloaded onto planes heading
to the packages’ final destination.
To see this process in action,
the Chamber organized a site visit
to DHL's Central Asia Hub to see
this state-of-the-art hub on April
20, followed by a second visit on
May 8. DHL moved its Central
Asia Hub from Manila to Hong
Kong in 2000, and expanded its
facility in 2007. The total invest-

"‘7"::-“?3;;1 g

DHL 1n Action

ment of its 35,000 sq. meter facility
is US$210 million, which operates
24 hours a day.

The 4 kilometers of conveyor
belts that the packages zoom along
have 17 checkpoints to capture bar-
codes, which enables the process to
be entirely automated.

The hub serves mainly Asia,
including north Asia. Currently,
when a package is shipped from
Shanghai to Korea, for example, it
flies down to Hong Kong, and then
up to Korea. To address this, the
company will open a new hub in
Shanghai in June, which will serve
northern Asia and reduce the flight
time of shipments. ¥
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People Focus:

The Hotel & Tourism Industry
0o0o0o0o0oooooog

orty members visited the Hong
Kong Polytechnic University School
of Hotel & Tourism Management
on April 17. Led by the Chamber’s Man-
power Committee Chairman Matthias Li,
members also visited the school’s teach-
ing and research facility, Hotel ICON.
Professor Kaye Chon, Dean and Chair
Professor of the school, introduced the
school’s unique work-integrated educa-
tion system that enable students to gain
valuable practical experience before they
graduate.
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Members visited the Che-Woo Lui
Hotel and Tourism Resource Centre,
Bistro 1979, Vinoteca Lab, and Samsung
Digital Lab, which provide students
with the software and hardware needed
to develop their knowledge. Members
then toured Hotel ICON, which opened
in September last year on the school’s
campus. The 262-room hotel provides
a “real-world” hotel environment for
SHTM students to experience manage-
ment and operations of the hospitality
industry. ¥&&
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| Corp-tizenonCallD OO O OOODO |

Arts Exchange
0000

The Chamber hosted an art cocktail showcasing works
by artists representing Arts with the Disabled Association
0000000000000000000000000000

hree talented artists exhibited their art at a Chamber
cocktail on April 13 to showcase that art has no limits.
Artist Ko Nam, who specializes in highly detailed,
dream-like Chinese paintings, for example, hasn’t let his hear-
ing impairment hamper his love of art. The acclaimed artist
regularly holds exhibitions in Hong Kong, and mentors new,
young artists with disabilities.

Liu Tung Mui impressed members attending the exhibition
with her vibrant poster-colour paintings. Despite being motor
and speech impared since birth, she has been a prolific artist
since she was 14 years old.

Photographer Jack Li, who is deaf, said he finds his inspira-
tion from everyday experiences and also browsing the Internet
to see what fellow photographers around the world are photo-
graphing.

Olivia Leung Wu Kwai Man, Vice Chairperson, ADA,
thanked the Chamber and the Swire Group, who sponsored
the canapes and wine, for organizing the event. She explained
that ADA was formed as a NGO in 1986 with the vision that
arts are for everyone. ¥

For more details on ADA, visit: adahk.org.hk
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Corp-tizenon CallbcoooooOoOO

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

business. 15 member companies have nominated their
sustainability initiatives for inclusion under the scheme.

HKGCC would like to encourage all members to
participate in these meaningful events.
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Chamber Visits Mai Po Nature Reserve
00000 0——000

Chamber members had the chance to have a guided tour of
the wetlands around Mai Po marshes and Inner Deep Bay
on April 12 to experience Hong Kong’s biodiversity first-hand.
Thousands of migratory birds come to Hong Kong every year,
making it a birdwatcher’s paradise. Among these birds are 72%
of Hong Kong’s total bird species, including some globally
endangered species such as Saunders’ Gull and a quarter of the
world’s population of the Black-faced Spoonbill. ¥&
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MAY 2012

SUNDAY MONDAY TUESDAY WEDNESDAY

R Inside Corporate China M HKGCC Delegation to Hunan
St See Airport Authority’s Green — EXPO CENTRAL CHINA 2012
Retailing in Action Sales & Negotiation Workshop
L Jointly organised by HKGCC How to Effectively Manage
and Ernst & Young: “The Making Credit Risk & Early Warning on “L/C
of Award-Winning Entrepreneurs Operations”
Unveil the Secrets of Their T Managing Work [njury Cases
Success Effectively
2012 HKAI-Innovation & N HKGCC Free Ride Day R Hong Kong's Advance Pricing

Creativity Judging Interview To Block or not to Block — Best Arrangements Programme
Practices in Corporate Social Media C Legal Committee Meeting
Policy

HKGCC Free Ride Day
May 29
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eminar
Networking

Roundtable Luncheon
Study Tour

SATURDAY

Training  Luncheon
Forum Committee Meeting

FRIDAY

Mission

THURSDAY

St Laboratory Tour at HKUST N Chamber Outing to Hong Kong
Geopark Tung Lung Chau and

Ninepin Group

F Hong Kong Women Executives
Summit 2012 — Lead . Share .
Connect

N Jewellery Appreciation —
Tiffany Keys

N Wine Appreciation Workshop

Partnership Approach in
Learning & Development

Handling of Common Problems
in International Logistics

How to Handle the Tax
Arrangement of Contract
Processing Enterprise Before,
Under or After Transformation

AGM Annual General Meeting

mmerce

(A3 7 |

ERAL MEEY

WEC Work-Life Balance Luncheon

Chater Room, 2/F, Happy Valley Clubhouse,
Hong Kong Jockey Club

June 12
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Chocolate and Coffee Tasting
J00000oog

Twenty one members joined the Chamber’s
chocolate tasting and pairing with Kopi Luwak
coffee on March 29. Jack Chan, Manager of Goossens
Tasting Boutique, guided members through seven
top-grade raw chocolates, each made from a single
type of cocoa from around the world, followed by six
handmade chocolates produced by renowned Belgian
chocolatier Goossens. Members also experienced how
rich flavor of the world’s most expensive coffee, Kopi
Luwak, can enhance the flavor of chocolate. vz
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HKGCC Free Ride Day
SEREEeEiEAE

Tuesday, 29th May, 2012

The Business
Community Cares

ACT NOW

Support the
HKGCC Free Ride Day

Participating Members
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Hong Kong General Chamber of Commerce
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Confact us: Ms Chrisfina Lau - Senlor Manager - Membership & Marketing - Hong Kong General Chamber of Commerce
Tel: 2823 1256 Fax: 2823 9573 Email: Christina@chamber.org.hk
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Total Investor Solutions

Tricor Investor Services offers seamless multiple solutions for all corporate
and investor related issues.

Our superior value-added services include, among others, an elPO white
form application service, RMB-denominated IPO arrangement and a
Web-based holding enquiry platform. Our cumulative professional
experience and state-of-the-art technology ensure that issuers, shareholders
and investors alike have access to personalized premium services.

Our expert share registration services are supported by:

e Experienced professionals

State-of-the-art information technology

Efficient securities application service via electronic and physical means

e One-stop professional services for corporate business such as
company secretarial and others.

Tricor Investor Services is part of the Tricor Group global network offering
professional services in 27 cities across 15 countries/territories.

Tricor’s listed clients include over 700 issuers whose shares, warrants
and/or REIT units are listed on the Hong Kong Stock Exchange.

Your Registrar of Choice
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Tricor Investor Services Limited

Level 28

Three Pacific Place

1 Queen’s Road East

Hong Kong

Tel: (852) 2980 1888

Fax: (852) 2861 0285

Email: info@hk.tricorglobal.com

Share Registration Public Office

26/F Tesbury Centre

28 Queen’s Road East

Hong Kong

Tel: (852) 2980 1333

Fax: (852) 2810 8185

Email: is-enquiries@hk.tricorglobal.com

www.hk.tricorglobal.com
www.tricoris.com
www.hkeipo.hk

Member of BEA Group
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