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Rethinking Our
loursm Appeal

— EAHH [ERE] B - BRRR he numbers released following the recent “golden week” holiday
E_ BB HE R FERMENER - 2 have reinforced the dismal narrative of declining fortunes
BERBERERABARATEAR facing the tourism and retail sectors in Hong Kong. Although
L3t SRMREDREERTRE - BEN visitor arrivals managed to eke out an increase on a year-on-year
bt BRI A ST H B RRSS © basis (bolstered by transit passengers and university examination
REBNEE - [+-E2E] WaERE candidates), per capita spending remains weak.
ABBI33E - REFERE M5 ] BHAL - According to the Government, arrivals increased by a mere 1.5%
BIS1.6%FH1E - HehH175% - B1108 M over the same period last year (amidst the Occupy Movement) to 1.33
RE WM - #EH23% o ERA2006FHEA million in the week ending 7 October. Some 75% or 1.1 million were
BIEHM TR - BIBRRREN—F from the Mainland, representing a growth of 2.3%. The figures are
BRMERFERSETR » TRZINEE the worst since a small decline in visitor numbers in 2006.
AERABARMIER « LR BIAHA R4 The sustained deterioration in Hong Kong’s tourism and retail
THAES - SRS T ERANI B R R E sectors can be attributable to headwinds coming from outside and
pnb B A RPI AR b B NN A A - R within the SAR. A cocktail of factors such as the continuing uncertain
REAGERET  EEAREERA TS outlook for the global economy, a stronger Hong Kong dollar
FAARE - compounded by weaker foreign currencies, and easier visa policies in
RERFEREAR DASRARZHE - B other popular tourist destinations such as Europe and Japan have all
& thIRRE A R A R EREVS I & contributed to market woes domestically.
ik~ EEMERRREAB T REBS - Hh It is easy to fall prey to such negativity, but it is also useful to
—RERRSTILNREDS c HEEMS - remind ourselves that there are areas where we can take effective
Rk R ERAHE AR - BRMATMRR action to stem and even reverse the ebbing tide of falling visitor
He i 45 HyHE B TAE - numbers. One of these is to diversify our markets. The Mainland will
S—hE - AfARERNEEFRBYRE continue to be a very important source of visitors for Hong Kong, but
290 AR RE RN MR - HAIERR more can be done to promote ourselves in other markets.
TREARHLAARRESABHANER - There will also be the need for a wholesale rethink on what we can
URERESBHENEEESL - LUBRERN offer visitors instead of limiting ourselves to being a mere shopping
RN © BRit2 5 - HFTTRERRES T haven. We should give serious consideration to tapping into previously
FRLMES SRS B 5% X8 under-utilised resources such as our country parks and outlying
RIRRSED - ZRES - RABSEAIIL islands, while playing up our rich history pre- and post-handover.
ERERWER - EREEREAXCERTE More could also be done to develop a more expansive and diverse
MBS L RRRE - portfolio of events in such areas as sports, recreation, music, food and
FE - RAFRRSKBER - SWHEE entertainment. In terms of hardware, we hope to see the commissioning
RRBRED - REHERY > SHAREHNF of the West Kowloon Cultural District soon, not to mention concrete
HENBNORE plans for optimising our world famous harbourfront.
MAREREINEN  HR-ARS - B And, we need to raise standards of service, increase the number
i REBENETE - T REEERR o Kl of smiles and enhance the sense of hospitality across the entire
BRERR BRRBEFMBNES  BEER community to make all visitors feel welcomed.
Al AFERE - BRNEEHERENE There is no shortage of options to re-position ourselves. However,
e and as the saying goes, the proof of the pudding is in the eating. We
BEAR GG - EfREMOBD - ERE should have the courage, vision and perseverance to move forward
B-ERFHERES | R with change or risk being marginalised.
Let’s all work together to bring back our mojo and reignite that

famous Hong Kong “can-do” spirit! &
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Jrgent Need to Bulo
a Ihird Runway

viation plays an essential role in Hong Kong’s economic growth and
competitiveness. Faced with increasing competition from neighbouring
irports in the region, Hong Kong must build a third runway as quickly
as possible to meet demand.

In his reply to the Legislative Council, Secretary for Transport and Housing
Anthony Cheung pointed out that the existing two-runway system will likely
reach its maximum capacity of 420,000 aircraft movements per year within the
coming two years, a few years earlier than expected.

Recently, the Airport Authority Hong Kong (AAHK) announced its
funding proposal for the three-runway system. Based on a “joint contribution”
principle, the project will finance itself through three channels. These are bank
loans, issuing bonds, utilizing the airport’s operational surplus and collecting
Airport Construction Fees (ACF) from passengers.

On the ACF, AAHK originally proposed a flat rate of HK$180 per passenger.
Under the revised ACF regime, the fee is now determined by the flight
length and flight class, after we presented our views that AAHK should take
passengers’ concerns into consideration.

AAHK also accepted my proposal to issue inflation-linked iBond as a
financing option. This will not only offer stable returns to people, but also
allow them to benefit from the construction of the three-runway system. This
in turn will help develop a public consensus and speed up the progress of the
project.

However, in the current political climate, it is questionable whether the
construction of the third runway can start and be completed as scheduled.
Obstacles include judicial reviews on the environmental impact assessment
report and the delayed passing of the Government’s policies. Take the Hong
Kong-Zhuhai-Macao Bridge as an example. A judicial review case caused the
project to be delayed for a year and its cost to soar by HK$6.3 billion.

To enhance our competitiveness, Hong Kong must build the third runway
as soon as possible, especially when our neighbouring cities already have
several runways in operation. For instance, Guangzhou Baiyun International
Airport’s third runway came into use in February and a fourth runway is on the
way. Shanghai Pudong International Airport is now building its fifth runway.
Singapore has approved the construction of a third runway for Changi Airport.
As such, once the third runway project is launched, Hong Kong should also
look into the possibility of building a fourth runway to cope with demand
beyond 2035. ¥
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Shirley Yuen is CEO of the Hong Kong General Chamber of Commerce.
Send your views to ceo@chamber.orghk
BABEEGEI o5 - B : ceo@chamber.org.hk

Getting Ready for the
Competition Ordinance

n case you are wondering, yes, between the Chairman and I this is the
second and consecutive issue that we are touching on the subject of the
Competition Ordinance.

As mentioned in YK’s column in the last edition of The Bulletin, the
Ordinance will come into force on 14 December. By the time this issue
reaches your desk, you and your workforce will have more or less one
month to gear up for what may be one of the most disruptive pieces of
legislation in Hong Kong’s legal history.

Businesses will have to review and reorganize themselves to ensure
the manner in which they conduct themselves commercially does not
contravene the law. In some instances, this will require major changes to
longstanding habits and practices.

At the Chamber, we understand that it can be difficult for companies,
especially SMEs, to afford the time and resources to achieve compliance.
On the other hand, it is imperative that all companies have a proper grasp
of the law so that they do not find themselves on the wrong side of the
authorities.

The Chamber takes its responsibilities of educating and informing
businesses very seriously. To that end, we have been doing our utmost to
help companies prepare themselves when the Competition Ordinance
comes into effect later in the year. This has included inviting locally-based
and overseas legal experts to speak about the law, and the publication of
articles and commentaries in the Chamber Bulletin and print media.

In continuing with the objective of disseminating information and
raising awareness on the Competition Ordinance, we have decided to
devote more space in this issue to the new law. In addition to articles
written with the lay-person in mind, readers will also find practical tips
on the do’s and don’ts of operating a business under the Competition
Ordinance.

To be informed is to be empowered. I urge you, as responsible business
operators and owners, to equip yourself and your staff so that everyone
has a proper understanding of their obligations in the day-to-day activities
of running a business come 14 December. I also appeal for your assistance
in educating your business counterparts and colleagues on compliance
with the law. You can do so by sharing this copy with them or ask them to
contact the Chamber for their own copy. &
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Stephen Crosswell is Chairman of the Chamber’s Legal Committee and Tom Jenkins is an associate in Baker &
a partner in Baker & McKenzie’s Competition practice in Hong Kong. McKenzie’s Hong Kong office.
—iid L
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Businesses operating in Hong Kong should

urgently .review their agreements, policies and H O n g K O n g J S

practices to ensure they do not fall foul
of the Ordinance,

write Stephen Crosswell & Tom Jenkins
EBKENEEERERNQABDREHMNHE -
BERRME  BRESHOINRE
SEMXTom Jenkins

t has been over three years since the enactment of the

Competition Ordinance (Ordinance), passed with

the support of a bare majority of the votes in Hong
Kong’s Legislative Council in June 2012. Now, with the
Ordinance finally scheduled to come into effect on 14
December, businesses in Hong Kong need to ensure that
their agreements and practices are in compliance with
the Ordinance.

In this article we provide a brief overview of the
Ordinance, as well as highlighting some practical issues
and uncertainties.

Overview of the Ordinance and
Commission Guidelines
The key substantive prohibitions are laid down in the

Ordinance, which has the force of law, and is binding
on both the Commission and the Hong Kong Courts.
The key prohibitions are on agreements between busi-
nesses (“undertakings” in competition law speak) which
prevent, restrict or distort competition (First Conduct
Rule) and on the abuse of substantial market power in

I
El] Hvi W
BEETLE ?

Key Messages

B The Competition Ordinance comes into force on 14
December.

T2

The sanctions for breaches are severe (fines of up to
10% of Hong Kong turnover for up to three years of
any infringement, director disqualification for up to
five years, follow on damages actions, etc.).

The Competition Commission has said it will actively
enforce the law from day one, with no grace period.
It has the experience, personnel and political
mandate to be an active and interventionist regulator.

Businesses operating in Hong Kong should, as a
matter of urgency, review their agreements, policies
and practices to ensure compliance with the
Ordinance.

8 NOVEMBER 2015 The Bulletin T#§H Tl
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a manner which prevents, restricts or distorts competi-
tion (Second Conduct Rule). The Ordinance includes
a prohibition on mergers which are likely to prevent or
restrict competition, but this rule currently only applies
where at least one party holds a telecommunications
carrier licence.

The Importance of Compliance

Amidst a general trend towards increased regulation
across a large number of industries and sectors, busi-
nesses in Hong Kong could be forgiven for suffering
from “regulatory fatigue.” In this context, you may be
left wondering what, if anything is special about com-
petition law.

Put simply, the risks of non-compliance with the
Ordinance mean ignoring it is not a viable option for
those doing business in Hong Kong. Businesses may be
fined up to 10% of their Hong Kong turnover for each
year of the infringement. Their directors may face dis-
qualification orders. They may be sued by their cus-
tomers in so-called ‘follow-on” actions. These sanctions
aside, companies caught up in an investigation face loos-
ing many hours in lost management time and money
in legal fees. There is, in Hong Kong, also a dedicated
and highly experienced regulator, the Hong Kong Com-
petition Commission (Commission). With a special-
ist staff of around 50, drawn from established and well
respected antitrust regulators, e.g. in Europe and Aus-
tralia, the Commission clearly has the expertise, willing-
ness and mandate to be an active enforcer from day one.
The Commission’s day-to-day work is overseen by 14
commissioners drawn from a broad spectrum of busi-
ness, consumer, academic and political backgrounds. It
has said publicly, and repeatedly, that it will enforce the
law with no grace period.
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Key Risk Areas

When most people think about competition law, the
image that comes to mind is that of competitors sitting in
a smoke filled room, agreeing to fix prices, allocate cus-
tomers or markets, limit output or to rig bids as part of a
tender process. It is no surprise that all of these types of
conduct are strictly prohibited under the Ordinance.

However, the Ordinance is far more reaching than this.
Like many competition regimes (such as the EU) the pro-
hibitions, as drafted in the Ordinance, are broad. They
apply to agreements between non-competitors (such as
distribution, retail and franchising agreements). The defi-
nition of “agreement and/or concerted practice” is broad,
and may even catch one off unilateral disclosures of cer-
tain types of sensitive information. We examine some
important practical risk areas below:

Information Exchange

As the guidance for SMEs prepared by the Commis-
sion helpfully points out “businesses often share informa-
tion. This is normal commercial behaviour that rarely has
anti-competitive impacts.” However, there remains sig-
nificant scope for information exchange to be sanctioned
under the Ordinance:

The Commission has said it will treat the exchange of
information on competitors’ future pricing intentions as
presumptively unlawful. At clear risk here is the casual con-
versation on the shop floor (or in the bar) as to future pric-
ing intentions. Whilst one of the world’s largest economies,
Hong Kong is in many ways a “small town,” with competi-
tors frequently socialising and moving around between
different firms in the same market. Whereas up until now
such connections were simply a normal way in which to
do business and gather intelligence, such conversations will
become presumptively unlawful as of 14 December.



EY::

Building a better
working world

Are you keeping
correct payroli
records?

People Advisory Services Payroll Solution
Delivering integrated People Advisory Services
in Greater China

Keeping correct payroll records is a key challenge for
employers in Greater China.

EY professionals in Greater China can offer their in depth
technical and commercial experiences and know-how to

help you to manage all key aspects of payroll effectively.
Our payroll services include:

> Initial payroll process set-up;

> Monthly payroll operate such as gross to net
calculations;

» Tax and social security compliance; and

> Other value-added services such as payroll health
check.

Our People Advisory Services team also provides the

following services:

» Global Mobility & Immigration

» Performance, Talent & Reward
» Systems, Analytics & Insights

Come and join us.
2015 Hong Kong Breakfast Payroll Seminar

Details and registration: ey.com/cn/payrollseminar

—

st & Young 8K Services Lid. AlLRigHts Re:

The better the question. The better the answer. The better the world works.



Cover Story #f H#{ =

12

Similarly, exchanging future pricing intentions via a
third party also raises equally serious issues under the
Ordinance. Examples of such behaviour include a sup-
plier mediating pricing disputes between distributors
or retailers. In a recent U.K. case, a leading German
auto manufacturer was fined for facilitating collusion
amongst its dealerships, whereby the dealerships agreed
to charge a “reasonable margin” and not sell into each
other’s allocated areas.

Other types of information sharing will be subject to
an effects-based test. Generally, the exchange of current
information about prices and volumes is likely to still
be problematic, although safeguards can be put in place
here. A typical example is aggregation, where a third
party collects information about prices and volumes
from all competitors in the market, and presents these
in aggregated form. But, given the risks involved, such
programmes should now be vetted for compliance.

Trade Associations

According to the Directory of Hong Kong Trade and
Industrial Organisations, published by the Trade & Indus-
try Department, there are nearly 400 registered associa-
tions in Hong Kong. The total number will greatly exceed
this. As the Commission has said: “Trade associations
serve an important function in furthering their members’
interests. They have a vital role to play in educating their
members on the Competition Ordinance and promoting
a pro-competitive compliance culture.”

Trade associations frequently involve competitors
participating in discussions related to their respective
markets, and therefore can raise information exchange
/ collusion concerns. Associations should actively review
their practices and policies, and put in place compliance
safeguards (including operating protocols, guidelines,
and training for their members). For businesses par-
ticipating in trade associations, it will be increasingly
important to ensure that: (i) their participation serves
a legitimate purpose; (ii) appropriate records/minutes
are kept; and (iii) problematic discussions are avoided.
A particular challenge is that, as in other jurisdictions,
the Commission is likely to follow guilt by association
approach — if you are in the room when problematic dis-
cussions occur, and you do not demonstrably distance
yourself from these discussions, you may be found liable
for infringing the Ordnance, even if you have never par-
ticipated or acted upon what you hear.

Resale Price Maintenance (RPM)

RPM occurs when a supplier requires a distributor or
retailer to resell its goods or services at a fixed or mini-
mum resale price. RPM prevents distributors or retailers

NOVEMBER 2015 The Bulletin L H i

What is the Competition Ordinance about?
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+ including an agreement on a formula to calculate prices
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contact: 2422 0982 ERBAMN T ISR REA BT ERES 40 SABS (ERRES)
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from competing aggressively on price which can ulti-
mately harm consumers who may have to pay higher
prices for products and services.

The Commission has stated that it will generally
regard RPM as unlawful under the Ordinance (i.e. it
will be presumed to be anticompetitive in most cir-
cumstances). In practice, this has led many suppliers to
review and amend their distribution agreements. Rec-
ommended resale prices (RRPs) and maximum resale
prices will generally still be lawful. But suppliers need to
be careful. Any attempt to pressurise distributors/retail-
ers to observe RRPs is likely to be treated as unlawful
and may be treated by the Commission in some cases
as hard core price fixing (Serious Anticompetitive Con-
duct). Evidence of such behaviour (for example in the
form of emails, letters, records of telephone calls) has
led to many successful investigations and prosecutions
in other jurisdictions, and the same will likely be true in
Hong Kong.

SMEs and Market Power

The Second Conduct Rule contains additional prohi-
bitions on certain categories of behaviour which might
be considered as “abusive” (i.e. the Second Conduct
Rule). The Ordinance makes clear that having market
power in itself is not unlawful.

Examples of potential abuses include:

B Engaging in predatory / below cost pricing;

B Tying or bundling separate products; or

B Refusing to supply an essential input where this
hinders or excludes competition in a downstream
market.

Assessment under the Second Conduct Rule will
likely turn on complicated economic facts, and require a
detailed assessment.

But, there is far from perfect clarity about when a
business will be deemed to have substantial market
power. Other jurisdictions have provided guidance
based on market share (in the EU, dominance is only
presumed above 50% market share; in Singapore it is
only presumed over 60%; China uses a more compli-
cated threshold, based on the number of players in the
market).

However, the Commission has expressly declined to
provide such guidance in Hong Kong, citing the need to
take a case by case assessment. Its recent statements that
it will not treat SMEs as having market power, whilst
helpful, leave plenty of scope for uncertainty as to how
it will define an SME and how it will determine market
power in other cases. ¥
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4. Rig bids B2

+ agreeing who should “win” a bid
WEHE [F1R]

+ supporting the designated winner by refraining from
bidding, withdrawing bids or submitting bids with higher
prices / unacceptable terms
BREMERR  BORE  IRXSEHERETEEERN
BE - AR ENTRE

Just say “No!”

“I'll bid high on this tender
s [F! ]

if you let me win the next
tender.”
[EREE S ERERDIE
TREHERERE | |

T

Such arrangements, sometimes known as cartels,
undermine the competitive process and
contravene the First Conduct Rule of the Ordinance.

The Commission will take action to stamp out such
practices where they impact Hong Kong. This may
include taking action against the individuals involved in
cartels, as well as their businesses.

BUERMES [GR] O aRSHFBRE
WL H5G1) S —1T/sFR °
BEERBFIRATVERER  BRESRRERITE)
MABILE - HREFL2ESFOALRERE -

Other arrangements between businesses
that can harm competition
HitATREF IR FRORHE

Information sharing
Businesses often share information. This is normal
commercial behavior that rarely has
anti-competitive impacts.
TEREEGELZER  ERFRND
(TR BOSERRBRFOTE

Hypothetical Example E#=4i:

The only five suppliers of pre-packaged fresh fruit in Hong
Kong are facing considerable wastage of unsold products, as
demand is unstable over seasons. To address the issue, they
hire an independent market research company to collate
unsold fruit data. Each week, the company publishes on its
website the consolidated data so as to allow suppliers to
better predict demand. Individual suppliers are not able to
elicit an individual's competitively sensitive information.
TR ALRHERKEROES - ARRNFRREHMmE
TR - SEEREEEEEAREREWRIENE R - BT H#
RERE - HERER B LTSHRAAR  BESRER
AREKRHER - ZA R BRI HRE AMELER -
B A B AEMTRRITE R o ZEER AN A HEUREA
ERIEFEFARFIAHERER
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Hong Kong General Chamber of Commerce —

1. INTRODUCTION

1.1 This code sets out the rules and principles of conduct to
which Members' shall adhere in their dealings in and with the
Chamber in order to prevent the infringement of the Competition
Ordinance, which comes into force on 14 December 2015. The
provisions of this code apply to:

» Any form of interaction, discussion or co-operation between
Members, whether in person or otherwise; and

* Any use, disclosure or review of any information which is or
may be commercially sensitive information to any Member
and which if disclosed to another Member or Members, could
distort competition in the relevant market.

2. GOLDEN RULES

2.1 This code recognises that, to the extent that Members are
competitors, they are prohibited by the Competition Ordinance
from undertaking any form of concerted or collusive behaviour,
exchanging commercially sensitive information and undertaking
or entering into any other behaviour, agreements, arrangements
or practices which have as their object or effect the prevention,
restriction or distortion of competition.

2.2 The following golden rules should be adhered to at all times by
Members and their employees:

» Any form of concerted and collusive behaviour is prohibited —
see section 3 below

* Any exchange of commercially sensitive information is
prohibited — see section 4

» All meetings held under the auspices of the Chamber must
adhere to strict guidelines — see section 5

* All other forms of contact between Members must adhere to
these guidelines — see section 6.

2.3 Members should consult their legal departments or the
Chamber’s secretariat if they are in any doubt as to the
permissibility of any conduct or activity.

3.1 The Competition Ordinance prohibits any agreements,
arrangements or concerted practices between undertakings
which may affect trade within Hong Kong and which have as
their object or effect the prevention, restriction or distortion of
competition.

3.2 Agreements, arrangements or practices that may breach the
above prohibition include (but are not limited to) those that:

+ directly or indirectly fix purchase or selling prices or other
trading terms; or

« limit or control production, markets, technical development or
investment; or

» share markets or sources of supply.

3.3 Members must ensure that they and their staff do not discuss
with each other or reach any understandings or agreements
which aim to regulate:

» prices, terms and conditions of sale

« current or future levels of output or capacity
 costs, profits, margins or market shares

+ the sharing or allocation of markets

« distribution and supply practices

FEemE

1. &N

1.1

2.
2.1

2.2
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3. CONCERTED ACTION
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Code of Conduct under the Competition Ordinance

(FEEH) TrTHTA

* bids, or their intention to bid or not to bid for any contracts or o TR (REEPIMER - AREM IR R

programmes

« selection, retention of and relations with customers or

suppliers

* new products, services or product/service innovations

* individual business and sales strategy

Competitors should not exchange commercially sensitive

o FEM  RBKER/ REEF
o {ERRH 3 B ER

RIAEHEHRER

4.1 BFETEIMHERRER « WRNEEERE

information. To do so may constitute a very serious competition ?Uf

law infringement.

Information exchange which is likely to infringe
competition law
AIREE R P ERREI X

Information exchange which is unlikely to infringe
competition law
AXREER R BEHEHZR

The exchange of any information that relates to the
commercial behaviour or competitive position
and strategy of a company that a company would not
normally disclose to any third party.
RR—FRB—RTBRETRAE=FRENEREETRARR
F MRV EE RS

The exchange of public domain information, and
information which is widely known in the industry.
R]|ALBHER - URENRER/AHER} o

The exchange of current confidential information
that is likely to give the receiving party a competitive
advantage.

RBMBENREER - e RERSRERTED -

The exchange of historic information is usually
innocuous, but only where the information is sufficiently
historic so as not to give an indication of current or
future commercial strategy.
REMBEMNEREIERSAM  BTFERRATSELIEDN
BRI RIR A SR RAI I R o

The communication of specific information i.e.
relating to individual customers or transactions or other
information which is very precise.

ARERER - BBERERNEFHRZ S EMEENER

If the information is in some way general, aggregated
or anonymised, it will be more defensible.
HEHEXEE LB—R  ELFESHNTE -
AR -

A E R

The provision of any confidential information relating to
pricing is likely to be considered anticompetitive. This
extends to:

REEBERNTMHREER  RGRRA/EREF - BEF K

+ Information on supply costs or other overhead costs;
HIER AR E A BRI E R

+ Customer-facing costs, discounts or rebates;
FFHEBERKA - FrinsIR e o

+ Invoicing practices and payment terms;
L EVEWSS AN T/

* Margins;
A

. Customer-specific pricing strategy or price levels;

RERPHEBRISIBEIRKTF ;

* Pricing negotiations;
EEHA
» Current or future pricing trends at the individual

level.
ERIEE &R B SRR EEB

e

When the information is so historic that it bears no
relation to or could give no indication of the current or
future commercial and competitive environment or the
current or future practices of any party, it is unlikely to
give rise to any competition law problems.
EERAARDESN  MERBIRKNEBENLHEFRR
M — RN RRRMEEZEEE - TS EMRBTR - A
&S| BT FAMN -

The communication of information which relates
to business development or strategy decisions
(existing or future).

BESBEREFRERRIREAE REIREK) HER -

Competition law concerns are unlikely to arise where
there is a discussion about industry practices, trends
or conditions or general market developments in
which no company specific information is disclosed.
ARITEMCE - BEIKRGI—BRMSRE MO REEAR
BORATER  WIASBILHEEE -

' OAXFRriE) €8] 85

' ‘Members’ for the purposes of this document shall include; Member Companies and their employees, representatives and agents, ser-

vice providers, and other individuals attending meetings organised by the Chamber

BRARAIREES RREARE  RBHER - UREFEFE SRRSO EBENAL
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Hong Kong General Chamber of Commerce —

FEemE

4.2 BHEGREMEE—

R TR RIA SR RO

4.2 Commercially sensitive information is information that, if
disclosed, would give the recipient sufficient confidential and
commercial information to allow it to have knowledge of and/or
to predict the other party’s market behaviour and thus reduce
the rivalry and uncertainty which should characterise normal
business relations under conditions of competition.

4.3 The table on page 17 sets out the type of information that may
constitute commercially sensitive information. Exchange or
disclosure of the information in the left-hand column is likely to
give rise to competition law concerns and should be avoided.

5. CONDUCT OF BOARD OR OTHER MEETINGS HELD
UNDER THE AUSPICES OF THE CHAMBER

5.1 General guidance as to the conduct of such meetings is set out
in the Notes for Committee Chairs [aftached as an Annex to this
Code.]

6. CONDUCT OF OTHER COMMUNICATIONS (BILATERAL
TELEPHONE CALLS, EMAILS, FAXES AND LETTERS)
BETWEEN MEMBERS

6.1 Commercially sensitive information should not be shared by
any means.

6.2 Circulation lists for any emails, faxes or letters should be
controlled and consistent.

6.3 Where appropriate (for instance if there is any doubt as to
whether information may be deemed commercially sensitive), a
lawyer should be asked to review written communications prior
to despatch.

6.4 Telephone discussions or email chains should be terminated
immediately if any commercially sensitive information or issues
are raised.

BENCHMARKING AND INDUSTRY STATISTICS

7.1 From time to time, members may wish to provide data to the
Chamber to compile reports on matters of common interest or
undertake benchmarking exercises; for example data such as
sales, costs or production levels.

7.2 Members should observe the following rules in relation to such
data exchanges, reports or benchmarking exercises:

+ participants submitting their data must not disclose their
individual information to other participants;

» precautions will be taken, if necessary, to ensure the data
is disseminated in an aggregated form which does not
expressly identify a particular participant and does not permit
data applicable to any particular participant to be deduced;

» where benchmarking studies are undertaken precautions
will be taken, if necessary, to ensure each participating
company is ranked anonymously in the report available to
all companies, while confidentially informing each company
individually of its actual performance;

» the Chamber will keep individual company data strictly
confidential; and

* members may not discuss matters relating to individual
company data before, after or at a meeting or any other
meeting of the Chamber.

Where necessary, the Chamber and participating members will take
legal advice in relation to the setting up and structure of such data
exchanges, reports or benchmarking exercises.

ERBEN  REHEER/ B —TI0HS
1% BfEA TESFEE TIEREERET S
BT ERREE o

4.3 EF1TAENIRDIIBEBRAXRHRENNERE
Bl o RIS ARBE L WEFI S SILHIDE - FULE
Ttk o

BRHMERNRT

5. ABSARNESS

51 WEEZN—RIT/ES - FIR KZBELFE

51y [FEHHET

BHEMBEN (BLEFRES €8 EEK

KR <F

6. 252
ié‘
El:l

6.1 TELERDAD ZREEHREF

6.2 {H{EE - Eyﬁ%if*ﬁ’lﬁﬁﬁ%éﬁ FETIAEEE -
3 B R¥F—

6.3 Ei@%‘ﬂ’\]‘\%ﬁ? (BN & RS TR A i HEHUX
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Code of Conduct under the Competition Ordinance

(FEEH) TrTHTA

Annex: Guidance for committee chairmen on Mis% : EESTREERFZENESI
competition issues

BEFORE ANY MEETING A

» Review carefully the contents of any agenda to ascertain o (FAAENEEZE TS LA mEIR EW
whether any information likely to be discussed is commercially B s MREBEEGEE -
sensitive information between any of the participants. . ETBESEMERE - R L R AR

« When finalising an agenda or other materials, ensure that (RS BRI MNAREE) AR BN ER TR
any commercially sensitive information (if disclosure of such B AR AR R o
:gzo;gf\ii‘gggrl]s essential) is anonymised or aggregated to prevent | Y T T

: BRI AES - MT2REABNBRER -

» Ensure that any reference to minutes of earlier meetings or
topics previously discussed is also scrutinised so that specific
sensitive information is not disclosed.

DURING ANY MEETING SRAE

» The agenda must be respected and the meeting should not stray « &ZMAERFEZETT - TR RATIIEIRLAING
beyond those items listed to be discussed. Always ensure that e o 2R B R REBUR E R IR BB st
sensitive information which has been identified is not disclosed W o BN BEFEMERR  AREOHBTE
or discussed. It may be necessary to hold split meetings or ask & dEHEATRREERE -
certain personnel to leave the room if commercially sensitive o SHBREETATHON ) SEE AT
issues are discussed. 55 UR()E FHFE RIS -

* Aminute should be taken of the meeting recording (i) the . Quaﬂsﬁﬁ—jqﬁajj Mo L IRRRE S R B R R E
identity of the individuals participating in the meeting and (ii) all Blestsn - BIERIES S  WREGEeSHOHDEe
discussions during the meeting. é%zzimﬁlgaﬁgf o

* If, despite best efforts, clearly competition-sensitive information . ﬁuﬁ/\ & x X EEE (ENEEEIENEN) 5
is being discussed, stop the meeting and ensure that the minutes Dt ESE YR eEHEaE
contain a record of why it has been stopped. iﬁ%}gﬁ;—j* D SEITEE - SCEER T RETIE

« If a participant wishes to clarify (for competition law compliance B REGEREITHEREESMNER -
purposes) whether he or she can or cannot discuss a particular . QDEH,\ & EYe | SEE) AR o B RE T
topic, or if any participant has any doubts about an issue he or o/ jzﬁgﬁE_LEﬂ%u eHMESE M/ WRRRH
she would like to raise for discussion, discussion of the topic HE - WEHEeS A ERIDEE — 0%
should be deferred to enable participants to consult their legal SEATLEA o
departments.

o WERM - BEAAEEWNERRE o
» If any participant feels uncomfortable with the information or

issues being discussed, he or she should immediately inform

the meeting that he or she disagrees with the nature of the

discussion, leave the meeting and ask that their departure be

recorded in the minutes.

» Report any concerns to the Chamber’s secretariat in the first

instance.

AFTER ANY MEETING =1
Take care that minutes do not contain any commercially sensitive * ERE&FELETNDIERNEEGRER -
information.
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The Commission is unlikely to consider that this
information exchange has the object or effect of
harming competition. The aggregated and arguably
historic nature of the information exchanged, and
the fact that the information is exchanged in public
makes it less likely that harmful effects will arise.
Moreover, the information exchange appears to give
rise to efficiencies.
BEERTAAREE DA R EEEEHTFH A
EVSKR - PP RIREN ERHE Rt
e - B HEELENER - IR

e BT - REEEE e
- FRIBEM AT AN o ok - FERIR

BIVE AT RERRT TS BROK o

However some information sharing harms the competitive
process. Businesses competing vigorously for customers
rarely seek private conversations with their competitors.
Sharing commercial secrets like future prices with your
competitors can be the same as price fixing.

AW RUBRSZHRESHRERFINGBRE - FELE - BER
BEMERZUSRFNET - 8L THE - BARFHFHZ
PIEME - IARRMER - BARERNEHREE -

Hypothetical Example E#=4:

A trade association for junk owners
collects from and circulates to its
members information on their
respective proposed future prices.
This includes information as to the proposed prices for
specific journeys. The information is not made available to
the public and is circulated in advance of a seasonal price
review by the association members.

MEB MG EWRET ENE SR BRFTHARRBIRER -
HpaESREMRNIEER - ZZEHL A @RARA
B MeESg 8T ERFENERN -

The Commission would consider this arrangement as
having the object of harming competition. The
information exchange allows the junk owners to
adjust their future pricing to reflect the proposed
pricing of competitors and thus reduces price
competition in the market. The information exchange
arrangement is an indirect form of price fixing.
BEEHR LT RABRSRFNEN - DRONER
R BB EERERFEF
FREERTEN(ERS - RFRMB IR RIRE
& AfRET 5 EMERES - &
BRPR—BEEAREENRR -

If you share commercial secrets to cooperate rather
than compete with your competitors, you are probably
breaching the Ordinance.

WREBD ZHEWE R HF S0
IRRBFATREE KB CI&RDI) o
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Joint ventures

BreEm

Joint ventures, particularly those between SMEs seeking to
deliver a product or service they could not deliver alone,
are often good for competition.

Bt - DERT/ N2 PRSI RS - AEEMITRAE
HBERENERERTE  BEBEMNHES -

Hypothetical Example E#&=4i:

A tender is announced to =22
construct a high-rise office "@ 7o
building in Mong Kok. The tender ﬁ o
requires bidders to have NEE W
significant manpower to be able to complete the project
and sets out a minimum financial resource threshold for
the bidder. Two small construction companies, TungBuild
Ltd and ChungConstruct Co, considered independently
bidding for the tender. However, neither company has
sufficient manpower or financial capital to satisfy the tender
specifications. Tung and Chung therefore submit a joint bid
where they would combine their resources to deliver the
project. Six other bids were submitted by larger
construction companies.
EAR—(ERAZTANENERERRE BERGREEES
RIEFPIE - WESRBEERRAKREAFUTHIER MR
AIEEEN\ 7] » TungBuild Ltd &2 ChungConstruct Co BT &%
2 EMEAXRSTHEEESATFRESNER - N2 - W
BRRIREMAIRE - WEAERETKIAR ° RTungR
Chung¥h » THE6MEAR B ZE R R 2B

—

Such a joint venture will not contravene the
Ordinance. It creates competition where there would
have been less. However, Tung and Chung would
need to be careful that any competitively sensitive
information they share is used strictly for the
purposes of the Joint Venture.
DR S ETEER KRR - EEEER LHE
TEZHF - B2ETung X ChungZ8
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SMEs must take care not to allow the terms of the joint
venture to impact other aspects of their business by, for
example, fixing prices at which they supply their non-joint
venture products. Such conduct is likely to amount to a cartel
and one of the 4 Don'ts.
EF NMEBEE - NEEBEERAOIERT BRI M FIE 8 T

o fflEA - EHIEF L E RN ERRSREE - BEARSAN
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Agreements with suppliers and customers
SRR REE AR

Entering into arrangements with suppliers and customers is the
life-blood of a market economy. Almost all of these arrangements
— known as vertical arrangements — do not harm competition so
will not contravene the Ordinance. This is particularly the case
when vertical arrangements only involve SMEs.

However, some vertical arrangements can cause major harm
to competition.

Where there is a risk a vertical arrangement may contravene the
Ordinance, its effects are considered on a case by case basis.
R EMEEERT R - Btz - RSEENGK -
BRI DB IAZEE - TERIAZSE P/ NR - HTEEESR
F ER &G

B2 - FeefimeHEa] LR FERERIEE -
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If you think a vertical arrangement is quashing your ability
to compete, you should report this to the Commission.
AR AT LML R L BEBR ) T IREV R SHBE 7T
ABABREGHELR o

Hypothetical Example E#E41: P‘
SportCo, a global brand, is a medium- £
sized player in the HK market for *
sports equipment. As in other places, q

it appoints an exclusive distributor for

Hong Kong. To become the SportCo exclusive dlstnbutor, the
company is obliged only to sell SportCo products and not to
sell products from SportCo’s competitors. The distributor is
responsible for all promotional activities.

ZIRMIE SportCoE BB HEEN M5BT EHMME - —EH
b [E HIHOE + SportCoE BB MR T —FIBR DM © BRA
SportCoRIER 5 $57 + 272 A] R Al $4 & SportCoRIEM » M TAE
$HESportComt HH FHEmM ° FIENRIHEBIIHIHEEE -

(o)

Exclusive distribution agreements will not generally
be considered to have the object of harming
competition. The restrictions placed on the distributor
serve to incentivise the promotion of the SportCo
brand and are likely justifiable.

BEE—MTERABRH HHHA
- AREFFOAN o L% H KA
PRI + A REE KR SportCo,

MEEVER - BATERRE -

The main exception to usually considering the effects of
vertical arrangements on a case by case basis is Resale
Price Maintenance (RPM). RPM is when one business
(such as a manufacturer) tries to set the price at which its
customer (such as a retailer) can sell an item or imposes a
minimum resale price on the customer. Such arrangements
can undermine retailers' and similar businesses' pricing
freedom. While the Commission says RPM may have the
object of harming competition in certain cases, this will
depend on the specific arrangement including if there is a
sufficient efficiency justification for the RPM.

R G E BT B AR RRE —RIEOEA N E AR ERE
BEER - REBEERERE —0X (WEER) ABRIVE
BE (WTER) HEERRKAEESIREER - iWRLHE
ETLERRBUCENEESH - BESRR - FEEEER
AERLERTARAFEEHEFNEN  MEIARREEE
EBRROAELH  BEEIEHREHLBERE

Hypothetical Example E#EH4l:

NailCo, a manufacturer of nails
and screws for DIY and
construction purposes sells its
products in Hong Kong through
independent retail stores. NailCo
requires each of the stores to sell
its products at a price stipulated by NailCo.

NailCo justifies its pricing policy as a means of ensuring an
orderly market and to avoid customer confusion as a result
of differing prices across Hong Kong. NailCo claims the
arrangement affords retailers a healthy profit margin.

NailCo /2 —MS] FIRMARLIER] - HFIREREDIVAIELE
FABRHIZES] TR - YR EASZMBY TEEHER

o
AR °

NailCoE K FMEE/EGRREFIPANERFEEER  ITH2
RERTISRF - LB PEERESEHRTRERTREE
FEHE © NailCoR AR LB E AT ERmRAENAE -

The Commission would view this arrangement as
having the object of harming competition. NailCo's
justifications appear merely to suggest that RPM is a
good way of keeping prices high.
GEREHR LA RRBRERS
BB &Y ° NailCofyIE BT RER3 T

‘ ’4‘ R B R B EOTE -

If you are being forced into RPM arrangements
by your customers or suppliers, you should report this
to the Commission.
AR B (H FE TR Sl B R SR R IR SR S ER A 2Bk
ARG R o

Source: Competition Commission
BRRR : HREBREE
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How to mltlgate export rlsks

and capital strains

in open account trades,
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Restrained by the ailing external economic environment in recent years,
Hong Kong's export volume to Europe and the USA has been trending
downward. Some companies are trying to explore new markets and search
for new customers. However, lacking both knowledge and a network of
contacts in new markets, companies face heightened export risks in their
new ventures. Suppliers are also more prone to capital strains nowadays
as most transactions are done on an open account basis with a credit
period spanning two to four months, and the same holds true even with
sizable buyers. Some buyers may delay payments to suppliers, adding to
the risk of bad debt they must bear. To manage such risks, banks now offer
receivables finance solutions to companies, so the latter can obtain cash
faster to meet operating needs by factoring outstanding invoices. Banks
can also arrange credit protection to help companies minimise the risks
arising from buyer delinquencies or payment defaults.

Text: Lam Sin Hang

on an ODM basis. The company produces mid- to high-end products for

customers all over the world, including fashion and jewellery brands. Clement
Cheuk, President of 3 Wells Group Holdings Ltd, said that, when doing business
with customers, the firm would choose those who were reliable, trustworthy and
providing high profit margins in order to safeguard the company's interest. Instead of
concentrating its export businesses in one single region, the company diversifies its
export business across different geographical regions to mitigate business risks.

T he watchmaker 3 Wells Group Holdings Ltd specialises in manufacturing

Know your buyers with pre-credit due diligence

No matter how cautious you are, it is impossible for companies to eliminate all
business risks. “On one occasion, a client from the Middle East failed to pay us
three to four months after shipment of goods because the company was changing
ownership,” Cheuk said. “Fortunately we had used receivables finance services
offered by banks with credit protection arranged. Even though our counterparty
eventually defaulted on us, we were still able to recoup 90 per cent of the receivable
payments through the service and greatly reduced our losses.”

In the credit protection arranged with the banks’ receivables finance services, the
protection coverage is determined by the creditworthiness of the company’s
trade counterparty. Therefore, before granting credit lines, banks first
performs due diligence on the buyer’s credit performance. Cheuk believes
such a practice would benefit suppliers as well, especially in their first
contact with new overseas buyers. Suppliers can have a better idea on the
buyer’s background and credibility, which could be a critical determinant
in deciding whether to proceed with the business with them. If the bank
refuses to factor in these buyers, it signals that the buyer’s creditworthiness
may not be good enough. In such cases, the company may halt the
transaction.

« Clement Cheuk explains that banks investigate the credit situation of buyers before
granting credit, which serves as a good reference for companies to evaluate whether
to do business with the buyers
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Secure funding with ease

From the supplier’s perspective, sizable buyers often entail lower bad debt risks.
However, Stanley Yim, the chairman of S.A.S. Dragon Holdings Ltd, who has more
than 30 years of experience in the electronic industry, thinks otherwise. Being in the
electronic component channel trading business, Yim said that larger-scale customers
generally request longer credit terms, hence adding to the capital pressure on
distributors.

For instance, his company primarily imports components, such as integrated circuits
(IC), from well-known IC enterprises in the USA, Korea and other locations. The
company then resells these components to electronic product manufacturers, most
of whom are industry leaders in the Greater China region. Sometimes the suppliers
require immediate payments from the distributor, while the distributor’s buyers
prefer open account trades with credit terms as long as 60 to 90 days. This payment
arrangement has inflicted significant funding pressure on the distributor. Peter Wong,
the chief financial officer of S.A.S. Dragon Holdings Ltd, added that the company
used to be able to apply for bank financing with letters of credit provided by clients.
However, most customers have shifted to open account transactions and it has
become more difficult for the company to raise funds, and thus the firm is more likely
to experience funding gaps.

To solve this problem, Yim has resorted to the receivables finance solutions offered by
banks in recent years. The company can obtain financing and strengthen its cash flow
simply with its invoices, and Wong also compliments the simple procedures associated
with receivables finance. Moreover, the credit protection arranged with the receivables
finance service can effectively cushion the risks buyers inflict on distributors.

« Stanley Yim (left) points out that companies can obtain financing from bank simply with their
invoices, thereby enhancing the flexibility of their cash flow. Peter Wong (right) says that the
procedures of receivables finance is simple and convenient. Together with credit protection
arranged, receivables finance can provide comprehensive protection for companies.

Receivables finance
protects against
delinquent buyers
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How can receivables finance help companies manage buyer risks? Mrs Rachel Wei,
HSBC's Head of Global Trade and Receivables Finance, Hong Kong and Macau,
Commercial Banking, says receivables finance is a service with simple procedures
and caters for the business and market needs. By factoring invoices, suppliers can
obtain cash to enhance the flexibility of working capital usage.

She said the credit protection arranged with the receivables finance services can
protect customers against credit risks. It can mitigate the potential losses in buyer
insolvency and payment defaults, and protect businesses against bad debts.

“Taking HSBC's receivables finance service as an example, if credit protection is
arranged, the supplier is protected against buyer’s default and insolvency,” she said.

“Furthermore, HSBC would follow up on all administrative matters related to the
credit protection, and file claims on the company’s behalf. This does not only help
companies save the costs related to credit management, but can also minimise the
negative impact of bad debts on corporate profitability and cash flows.”

With global networks in international trade and professional service points
mapped out across the world, large-scale financial institutions possess more
comprehensive knowledge about the backgrounds of overseas buyers. Therefore, a
more comprehensive assessment on buyers can be provided. In selecting buyers,
companies can use the credit limits approved by banks as references.

“In their quest to explore emerging markets or negotiate deals with new buyers,
companies can leverage on the banks’ global network to handle receivables-related
matters, and also protect against credit risks in trades involving overseas buyers,”
Wei said. “Companies can also ride on the banks’ comprehensive understanding of
international trades to gain market news and business analytics.”

+ Rachel Wei says that if a company is granted receivables finance and with credit protection arranged,
the bank will handle all administrative matters related to the credit protection and files claims on behalf
of companies, which significantly buffers the impact of bad debt on businesses.
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Rocky Tung is the Chamber's Senior Economist.
He can be reached at rocky@chamber.org.hk
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ls TPP the Best Thing
Since Sliced Bread?
(BEXREFEHBEBRBE)

Mg E ?

The Trans-Pacific Partnership holds great promise of

unleashing new economic growth

for its 12 Pacific-Rim member countries, but the
agreement still has some significant hurdles to overcome,
writes the Chamber’s Senior Economist Rocky Tung
(BATERHEREREBE) BERE12ME AT ¥ 8B R K7
R EBHENEREBE TEANER AHESRACBENE—E

n 5 October, the United States, Japan and 10

other countries announced the conclusion of

the Trans-Pacific Partnership (TPP), a trade deal
that is promulgated as “a new standard for global trade.”

TPP covers almost 40% of the world’s GDP and the
trade deal has become the darling of the media and busi-
ness communities. While it would be premature to sug-
gest who will benefit and by what degree — given details
of the agreement have not been disclosed — leaders of par-
ticipating countries have already become its cheerleaders.
They claim the trade pact will benefit the global economy
by stimulating growth, boosting productivity and com-
petitiveness, and creating and retaining jobs.

Some member countries suggest that both labour
and manufacturers will benefit from the trade pact. For
instance, according to the Office of the United States
Trade Representative, TPP will benefit American work-
ers by setting “the highest labour standards of any trade
agreement in history,” which requires member countries
to meet International Labour Organization’s (ILO) Dec-
laration on Fundamental Principles and Rights at Work.

According to the Foreign Affairs, Trade and Develop-
ment Canada, the “yarn forward” rule of origin require-
ment will induce producers from TPP countries to man-
ufacture goods which include materials from member
countries. According to Minister Miyazawa, Japan’s Min-
ister of Economy, Trade and Industry, the relaxation of
regulations on foreign retailers in Vietnam and Malaysia
will benefit Japanese companies’ expansion of business in
those markets.

NOVEMBER 2015 The Bulletin T.#%H Tl

However, when something sounds too good to be
true, it usually is. Before the deal can help facilitate trade
among the member countries, the trade agreement has to
be first endorsed by policymakers and legislators in their
respective countries. With the U.S. election set to take
place in November 2016, frontrunners in both Demo-
cratic and Republican camps have polarized views on the
trade deal. Consequently, it could be stuck in Congress
for months of wrangling before the deal is ratified. Simi-
larly, the Japanese House of Councillors’ election in sum-
mer next year could add uncertainty to the mix. These
events can possibly delay the agreement, and may force
the negotiators to go back to the discussion table again.

Assuming that the deal is accepted, consumers in
the participating countries should be the clear winners
from the deal as they can have more choices of goods at
lower costs, as TPP will remove most tariffs and taxes on
imported products.

Among the member countries, Vietnam is expected
to be a key beneficiary of the deal due to its literate
labour force (94% literacy rate) and relatively low labour
cost (e.g. about a third lower than China). Moreover, the
“yarn forward” rule of origin would encourage firms to
source and use materials originally from member coun-
tries. In fact, two-way trade flows between Vietnam and
the rest of the 11 members have grown 228% between
2005 and 2014.




=
Is]
o]
o
=
=
2
=
<
=
4
2
v
S
Z
g
Z
°

What about China’s exclusion from the pact? Firstly,
while members of the TPP deal are important players
on the global platform, two-way trade flows between
China and all the 12 TPP members declined from 40%
of total trade in 2005 to 30.6% in 2014. Such a trend
implies that China was already expanding its relation-
ships with other trading partners long before TPP’s
conclusion.

Moreover, it may not be feasible — at least for now —
to move production entirely away from China, particu-
larly for advanced or higher quality products. In their
research, Fang et al. (2010) suggested that European
firms would continue to source from China, despite
the rapidly rising costs, because of its quality products,
short lead-time, effective communication with existing
suppliers and established corporate social responsibil-
ity agenda.! From our conversations with a few textile
manufacturers who are planning to establish produc-
tion facilities in Vietnam, they said such facilities were
not to replace their Mainland facilities, but additional
factories. They also said it was important to maintain
part of their production in China due to its skilled
labour and established network of suppliers — some-
thing which would unlikely change overnight.

The conclusion of TPP may signal the future trends
of trade negotiations, but it is still too early to quantify
the benefits and losses for certain countries. &

iy

Domestic Demand Carries Hong Kong

through Turbulent Times

|__| ong Kong’s economic momentum stayed in
positive territory during the first half of the year.
Real GDP grew 2.4%YoY and 2.8%YoY in first and
second quarters, respectively, thanks to strong domestic
demand. In nominal terms, private consumption grew
7.5%YoY and gross fixed capital formation (GFCF) grew
10.4%YoY during the first half of 2015, while two-way
trade flows declined 1.4%YoY. Weak trade was due
largely to lackluster activities with Mainland China,
which accounts for some 50.2% of Hong Kong's total
international trade in 2014.

Looking ahead, weak external demand will continue
to weigh on Hong Kong's economic growth. Two-way
trade flows are expected to accelerate their year-on-
year decline by over 2% for the second half of 2015.
This will put further pressure on the import/export,
wholesale and retail sector, which already saw net
output declining 1.4%YoY in real terms during the first
six months of the year.

With retail sales declining for six consecutive
months, we expect private consumption growth to be
moderate. Weak demand will also add pressure on
accommodation and food services sectors, which
collectively saw their contribution to real GDP decline
0.9%YoY. Nevertheless, the negative effects of such a
slowdown will be eased by strong GFCF growth.

Compared to the first half of 2015, the financial and
insurance services sector’s contribution to GDP is set to
decline. The sector contributed some HK$184b
(6%YoY) to Hong Kong’s economy during the first half
of the year, which can be attributed to the buoyant
activities in the financial market during the first half of
2015. However, with stock market adjustments since
early-summer bringing the average daily turnover down
to HK$81.6b (as of September) — the lowest level since
March and less than half of what we saw in April - its
contribution to growth will be lower.

Domestic demand is expected to remain the key
driver of growth for the short term, while further
deterioration of the Chinese economy is the main risk
clouding the economic outlook. The uncertainty about
when the Fed will roll out the first post-crisis rate hike
is also adding to a gloomy outlook because it disrupts
business planning and investment. Lastly, a further
decline of tourist satisfaction would impact economic
growth, as well as the long-term development of the
city’s competitiveness as a travel destination.
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Offshore Renminbi —
Anchoring Confidence

B F ARBE—ZEE O

he latest reserves and FX
purchase numbers showed
sizeable FX intervention in
the onshore market by the People’s
Bank of China (PBoC) since the 11
August fixing reform. The authori-
ties have attempted to anchor the
offshore Chinese yuan (CNH)
through a steadier onshore spot.
However, it was not until early
October that they achieved greater
convergence between the Chinese
yuan (CNY) and CNH.
The pressure is still on the
authorities to keep the CNY-CNH
gap tight, as China’s economic out-
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look remains uncertain. We had
anticipated the recent drainage of
CNH deposits and the hindrance of
high offshore funding costs to Dim
Sum bond issuance, as Chinese cor-
porates favour the cheaper onshore
market. CNH EX turnover surged
in August, spurred by greater delev-
eraging and hedging dynamics. FX
turnover fuelled the bulk of the rise
in the Standard Chartered Ren-
minbi Globalization Index (RGI)
in August to 2,312 from a revised
2,113 in July. The bad news is that
the RGI will likely spend much of
Q4-2015 paying back the boost it

© SELENSERGEN | DREAMSTIME.COM

received from volatile spot actions
in August, as USD-CNY actions
have been ‘managed’ more since;
preliminary September numbers
show CNH turnover at just two-
thirds that of August.

Further policy liberalisation
moves since August include: (1)
countering  depreciation-induced
outflows; (2) anchoring market
confidence in Beijing’s reform com-
mitment; and (3) strengthening
the CNY’s chances of inclusion in
the Special Drawing Rights (SDR)
basket before end-2015. Closer ren-
minbi ties between China and the
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U.K., new CNH products in South
Korea, and the imminent launch
of the new cross-border renminbi
settlement system in CIPS (Cross
Border Interbank Payment System)
should help anchor confidence and
bolster future CNH use.

Higher FX turnover masks
underlying RGI softness

CNH EFX turnover accounted
for 8.4ppt of the 9.4% m/m jump
in RGI in August, while the other
components improved only mod-
estly from a weak Q2 in 2015. By
our measure, the average daily CNH
EFX turnover surged roughly 90%
m/m in August, almost 60% higher
than its previous peak in March.
The 11 August CNY fixing reform
has led to higher spot volatility and
depreciation expectations, spurring
greater deleveraging and hedging
dynamics. We believe the delev-
eraging adjustments — largely the
unwinding of short USD positions
by corporates — are healthy, and that
a rise in willingness and awareness
to hedge renminbi exposures would
help ensure more sustainable CNH
development driven by genuine
demand as the renminbi becomes
more ‘two-way. Short-term, how-
ever, we expect the PBoC to closely
manage the CNY to restore market
confidence and anchor CNH spot.

Increased CNH deposit drainage
is a risk

Recent policy liberalisation moves
favour capital flows returning to
China, possibly explaining part of
the fall in CNH deposits of late.
First, the basis between CNY and
CNH has converged ahead of the
early October Golden Week holi-
day, and the authorities are likely
to want to keep it that way ahead
of the upcoming SDR decision. A
sizeable CNH discount versus CNY,
as we saw in August and September,
traditionally incentivises onshore

exporters to engage in renminbi
FX conversion offshore for trade-
settlement purposes, as they can
get more CNH for every USD they
sell offshore (compared with CNY).
This results in more renminbi going
onshore, draining the CNH deposit
pool. Second, interest rates are likely
to stay high offshore compared with
onshore, which should eventually
favour renminbi moving offshore.
By the same argument, however,
high offshore funding costs mean
tough times ahead yet for Dim Sum
bond issuance.

The normalisation of
CNY-CNH basis

The narrowing of the basis
between the two prices has been in
the authorities’ focus as they sought
to bring about offshore-onshore
convergence and tick another box
to aid the CNY’s entry into the IMF

recent months. Even the 11 August
fixing reform itself — despite setting
off global volatility and CNY depre-
ciation — was intended to meet the
IMPF’s call for a more market-driven
FX regime, increasing the Renminbi
‘s chances of SDR inclusion. All this
bodes well for renminbi internation-
alization in the medium to long run.

We also note encouraging signs
of initiatives that were planned well
ahead being implemented on sched-
ule. For example, the recent launch
of CIPS - China’s new cross-border
interbank payment system designed
to handle international flows - is
a major upgrade to the renminbi
clearing and settlement infrastruc-
ture in terms of operating hours,
payment efficiency and scalability
to handle the likely surge in interna-
tional renminbi use over time. CIPS
also opens up more clearing options
for renminbi users.

High offshore funding costs mean
tough times ahead yet for Dim Sum

bond issuance.

SDR basket. Looking ahead, we
expect the authorities to continue to
ensure that the smaller basis persists
before gradually stepping back from
the market and allowing a ‘new nor-
mal’ for the CNY. The authorities
will likely step away from regular FX
intervention, except in periods of
abnormal volatility.

No let up in policy liberalisation
since fixing reform

Despite the challenging short-
term outlook for CNH develop-
ment, policy support appears as
strong as ever, judging by the num-
ber of new initiatives launched in

Standard Chartered launched the
RGI in November 2012. The Index
covers seven markets in offshore
RMB business: Hong Kong, Lon-
don, Singapore, Taiwan, New York,
Seoul and Paris. It measures business
growth in four key areas: deposits
(denoting store of wealth), Dim Sum
bonds and Certificate of Deposits (as
vehicles for capital raising), trade set-
tlement and other international pay-
ments (unit of international com-
merce) and foreign exchange (unit of
exchange). As the renminbi further
internationalises, there is capacity to
include additional parameters and
markets. &
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From Vines to Wines
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ine is one of the most civilized things
in the world and one of the most natu-
ral things of the world that has been
brought to the greatest perfection, and it offers a greater
range for enjoyment and appreciation than, possibly,
any other purely sensory thing.”

Few would disagree with American writer Ernest
Hemingway, who is well known for enjoying a glass or
two of wine himself. And just as Hemingway was apt
in the art of storytelling, there is always a good story
behind a great wine.

From how those pesky Roman invaders first planted
vines in Bordeaux to how 150 years ago the Great
French Wine Blight wiped out the Carmenere grape
that had made the region famous for its wine. A more
recent story, but no less fascinating, is about how
the Carmenere grape, thought to be extinct, recently
reemerge in Chile and is credited for putting Chilean
wines on the map.

One story that has yet to be told, however, is the
Mainland’s wine industry, which is just starting to take

root. Judy Chan, who took over Grace Vineyard from
her father in 2002 at the tender age of just 24, is making
sure the Mainland’s story is being told.

Her father, Chinese-Indonesian businessman Chan
Chun Keung, decided to take his passion for quality
wines beyond drinking to producing his own wines by
setting up Grace Vineyards in Shanxi Province in 1997.

A bitter start

Chan Chun Keung enlisted the help of a French wine
expert to find a suitable location in the Mainland for
growing vines, and they settled on Shanxi Province
where the dry weather and sandy soil are ideal for grow-
ing grapes. In 2002, customers got the first taste of Grace
wine shaped by Shanxi’s terroir.

“We produced around 1 million bottles of our wine,
but ended up selling only 20,000,” she told members at
the Chamber’s 8 October Entrepreneur Series. “This
was probably due to the fact that we did not promote
our brand very much, unlike other well-known brands,
as we didn’t have a big marketing budget.”
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Hindsight is a wonderful thing, but the harsh lesson
made them re-evaluate what they were doing. “With no
brand recognition and limited distribution channels, we
found it difficult to sell. I also think the packaging of our
first wine was not appealing, as some people said it even
looked like a bottle of soy sauce!” she lamented.

If at first you don't succeed ...

After the initial launch, Judy and her father had to re-
evaluate how they could survive in the competitive wine
market. They agreed that while packaging is important,
the quality of the wine was the key to winning over cus-
tomers. They faced the added challenge of overcoming
the perception of questionable food and beverage pro-
duction practices after a rash of reports about a handful
of dodgy Mainland businesses.

Her top priority was to change the perception of Chi-
nese wine producers and position Grace Vineyard as a
fine wine brand. She focused on building brand aware-
ness in Shanxi first to develop recognition and a repu-

tation for quality before expanding to other Mainland
provinces. At the time, Grace Vineyard was the only
wine producer in Shanxi, so received strong support
from the provincial government.

Commitment to quality opened the door to oppor-
tunities for Grace Vineyard. Torres, a renowned Span-
ish wine producer, was impressed by Grace Vineyard’s
wines and initiated a partnership.

“It was great to get recognition from a famous win-
emaker in our early years. Torres has a long history and
experience in wine production. They also have very good
relationships with five-star hotels to distribute their wine.
Under the partnership, Torres included our wines in its
distribution portfolio for restaurants in Beijing, Shanghai
and Guangdong. Torres’ endorsement really made a huge
difference, because after our wines started being enjoyed
in luxury restaurants, we started to attract attention from
international media too,” she said.
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Multiple personalities

Since taking over the business from her father, Judy
oversees the entire wine making process — from grow-
ing grapes and bottling to sales and marketing. In ret-
rospect, she thinks that an agile mindset is essential to
building a wine business.

“When you are taking care of the whole process from
turning vines into wines, you have to work with differ-
ent people. At the winery, you roll up your sleeves when
getting along with farmers. At the factory, you need to
have a different mindset to master the science behind
wine production. When it comes to retailing, you have
to deal with restaurant managers and host wine dinners.
It is like having multiple personalities,” she explained.

New varieties

Having built a reputable brand, the company is also
selling its wines via its own three stores as well as online
channels. Chan said the online community serves as a
platform for the company to reach out to young cus-

We produced around 1 million
bottles of our wine, but ended up
selling only 20,000
AMRNLEETEII00EXFEE -
BRERET2EX °

tomers, and offer them unique bottles, such as its new
sparkling wine. Launched in August, it is sold only
online in the Mainland.

“We want to convey a feeling of happiness through
our sparkling wine series. We find it quite popular
among the young crowd. In the future, we will continue
to focus on producing premium wines and diversify our
products, so will be looking more at quality than quan-
tity. Customers can also expect to see some more new
varieties coming up,” she said. &
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Spreading the Joy of Baking
7 ZHLE Y G4

Twinkle Baker Décor is helping home cooks perfect their baking skills, while satisfying cake lovers’
desire for unique creations, writes lvy Wong
Twinkle Baker DécorB{ iR B BH E i HEHVBE RIS - FRFRE PN AERE WER

weet treats play an important role in celebrations.  but she wanted to capitalize on the growing trend of
From birthdays to graduation ceremonies and  home bakers in Hong Kong.

weddings to baby showers, you will always see a “We used to produce candy toys which we exported

cake or two being happily devoured. to the U.S. and European markets. Then, I came up with
“Decorating cupcakes for a special occasion, like put- an idea inspired by the dessert-loving
ting someone’s name and greeting on top is a growing and baking culture in North Amer-
trend as it is a great way to show your love for your N ica. I realized that Hong Kong
special one,” said Coty Yip, Founder of Twinkle needed more shops to sup-

y — -

Baker Décor. /[ o A il % port these hobby bakers,

Coty got the idea to start Twinkle Baker <5 as there were only few
Décor when she started working in the family ’ hidden shops and some
business after returning from studying in Aus- high-end grocery stores
tralia. The family had vast experience in pro- that sold baking stuff;” she
ducing kitchenware and decorative food items, said.
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Coty started out selling branded baking supplies and
wares for about three years, before deciding to launch
her own brand, Twinkle, in 2010. The company distin-
guishes itself by providing not only the best tools and
ingredients that home bakers can get their hands on, but
also invites pastry chefs to teach bakers.

“We place a lot of emphasis on design. For example,
our signature cupcake lid design is unique and has a
worldwide patent,” said Coty. “We have our own design
team and our staff are free to contribute their ideas to
our designs. They are all young, healthy, creative and
happy people so have many fresh ideas.”

For some, cupcakes can be overly rich and sweet, but
Coty feels a good cupcake should be a rich, light sponge
and the topping should complement the sponge, not
overpower it. Consequently, its toppings are light and
slightly sweet, and serve more as decoration than flavor
elements.

Tools of the trade

The lack of bricks and mortar baking goods stores in
Hong Kong — due in no small measure to high rents —
has prompted many entrepreneurs to set up an online
store with lots of slick PR photos. However, the photos
are not always shots of actual products, but stock pho-
tos. Consequently, buyers do not always receive the same
thing they thought they were buying in the photo.

“Opening our shop was essential to showcase who
we are and of course to show customers our tangible
real-life product,” she said. “Most of our customers
come to us from word-of-mouth, our official web-
site, Facebook, and other social media, so we can save
money on advertising and pass those savings onto our
customers.”

Twinkle also invests in quality control, food safety
and certification to add to
customers’ confidence

in using their products. Like her father, who has been
running the family business for more than 30 years,
Coty puts 100% effort into Twinkle and understands
the importance of maintaining a good reputation.

“T've had to work very hard and overcome many chal-
lenges and changed our business model from doing B2B
to now focusing on B2C,” she said. “I feel really satisfied
doing what I now do and getting direct feedback from
our customers. One challenge to growing the business is
the high rents, so for the moment we are not planning
to open another shop at the moment, but may decide to
open a pop-up store if the opportunity presents itself”

Serving cake lovers

For those who prefer eating cakes to baking them,
Twinkle can also produce custom cakes and decorations
for every occasion.

“I will make sure every single event is unique and
tailor-made to fit my clients’ needs,” said Coty. “One of
the most memorable events was a summer campaign
that we did for Sky100 under the theme ‘Day and Night’
That was really successful, because it showcased our
designs which in turn attracted a lot of media attention.”

To spread the joy of baking, Twinkle works with
charity organizations and also organizes workshops for
kids from low-income families.

“I understand that not many people in Hong Kong
have an oven at home so this is a chance to let kids make
cakes and have fun with baking and decorating their
own cupcakes,” she said. &
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Established: 2010
Website: www.Twinkle-bd.com
Telephone: (852) 23698068

Leadsky International Enterprise Ltd
HKGCC Membership No.: HKLO594

Leadsky International Enterprise Ltd
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RIS : 2010
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We are the

oirce of Business

For EVERY successful referral of a new
Corporate Member before 30 November 2015,

you will get: BVENTS
ERgCE ]

Offer 1 MEMBERSHIP

10% off your membership renewal fees plus RS

$200 Dining Coupons. Successfully refer 10
members and your membership fee for next year
will be waived.

Offer 2

ONE entry into our Grand Lucky Draw for a Campaign Sponsored by:
chance to win a fantastic prize at the Chamber's

Christmas Cocktail 2015. RHOMBUS INTERNATIONAL HOTELS GROUF

CEEERESRAE

Member-Get-Member Campaign
For inquiries, call Ms Sharon Chung at 2823-1203, email: membership@chamber.org.hk

Please fill in the form and email it back to us if you wish to refer a new Corporate Member.

Your name: Your contact phone no.:

Your company name: Membership no.:

Prospective Member Details

Name:

Company name:

Email: Contact phone no.:
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Vincent Piket, Head of the European Union Office to Hong Kong and Macao

Our Low-carbon Future

8 (o) fEC i A 2R

Hong Kong and the EU can work hand in hand to combat climate change, writes Vincent Piket

ERERBTSIHRRRE L BRE

CC Keeping the rise of the
Earth’s average tempera-
ture below 2 degrees

Celsius” sounds so technical, almost

banal. Yet this seemingly humdrum

goal of the global climate negotia-
tions masks some very “inconven-
ient truths.”

One is the scientific conclusion
drawn by 800 scientists from 80
countries assessing over 30,000 sci-
entific papers, who have agreed that
human influence has led to a pat-
tern of increasingly frequent extreme
weather events. The other is that, if
no global action is taken, the Hong
Kong Observatory predicts that
Hong Kong would enter a “high car-
bon dioxide concentration scenario,”
where temperatures would rise about
three to six degrees by the end of the
century, leading to more typhoons,
floods and diseases such as malaria
and dengue fever in the region and
worldwide. The Pearl River Delta
is one of the 10 most vulnerable
regions in the world when it comes
to storms and sea-level rise. Recent
studies indicate that the sea-level
rise would be of about 1 meter! That
may mean goodbye to the reclaimed
waterfront of Hong Kong Island, to
Tsim Sha Tsui, to a good deal of West
Kowloon and the New Territories,
and to Hong Kong airport.

Fortunately, the Government,
business leaders and the people of
Hong Kong are increasingly con-
scious of the need to tackle this
issue if the city wants to stay viable
and competitive. Hong Kong has a
Climate Change Agenda, with the
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objective to cut energy intensity
by 40% by 2025 and to reduce car-
bon intensity by 50 to 60% by 2020
(with an emission reduction of 19
to 33%). But a lot more can still be
done to “de-carbonise” the economy,
through innovation in many areas
including cleaner energy, energy
efficiency and saving, green build-
ing, more sustainable transport, low
carbon urban planning, sustainable
consumption, etc.

Most importantly, Hong Kong
does have the assets — funds, exper-
tise, governance and system — to
innovate and become the beacon of
low-carbon smart cities. This would
set the example for the low-carbon
transition in China and Asia, where
the need for clean energy and smart
urbanisation is most pressing. I hope
that Hong Kong will seize the oppor-
tunity and show even more leader-
ship through ambitious policy-mak-
ing in combating climate change.

Some, especially in the business
community, fear that tackling cli-
mate change may adversely affect
economic growth. But analysis
shows that an efficient, low-carbon
path is key to future economic suc-
cess. Climate change should not
only be seen as a challenge but
also as an opportunity. The EU has
proven that economic growth can
be decoupled from greenhouse gas
emissions. Between 1990 and 2012,
we reduced greenhouse gas emis-
sions by 19%, while our economy
grew by 45%, with significant job
creation in the “green economy”
and massive savings on energy

imports. We achieved this through
legally binding targets. Our target
is now to cut emissions by “at least”
40% by 2030 (compared to 1990
levels). To achieve this, we have cli-
mate change legislation and plans
throughout the whole economy and
at European, national, regional and
individual city levels. There are clear
opportunities to innovate, create
economic value and ensure sustain-
able growth. There is no city in the
world with greater potential to do
this than Hong Kong.

Hong Kong and the EU can be
partners to help secure our low-car-
bon future. The EU and its member
states are keen to share experience
and know-how with Hong Kong on
climate action and green develop-
ment. In Hong Kong, the EU Office
and the consulates of the member
states interact with policy mak-
ers, companies, scientists, financial
experts, NGOs, students and the
general public to raise awareness.

UN climate conference

This year is crucial for global cli-
mate policy, with a key UN climate
conference (COP21) just a few weeks
away, in December in Paris, aiming to
reach an agreement on global action.
If we are to stand a chance of keep-
ing global warming within 2 degrees
above pre-industrial levels (the glo-
bally agreed objective) and avoid
catastrophe, the international com-
munity must reach an agreement at
COP21 in Paris. The EU wants COP21
to deliver robust and ambitious results
that create a common legal framework



applying to all countries while taking
into account the principle of common
but differentiated responsibilities and
respective capabilities.

Significant financial resources
are crucial to securing success at
the Paris COP21. Over the next
15 years, the global economy will
require an estimated EUR8O tril-
lion of investment on energy, smart
urban policies and land use systems
as part of the fight against climate
change. The EU is committed to
“climate” finance via the Green Cli-
mate Fund, of which it is the larg-
est contributor. However, public
funding alone will not be sufficient.
China has estimated that, through
public resources, it can only deliver
15% of the annual investment of
about US$322 billion needed for its
low carbon growth. Hong Kong, as

China’s international financial cen-
tre, can play an important role in
financial innovation to help channel
private “climate” finance into China
as well as the region.

The EU will play its part to make
sure that COP21 can deliver. The
EU’s binding emissions reduction
target of at least 40% by 2030 from
1990 levels, announced last March,
will be our “national contribution”
to the Paris Agreement. We urge
similarly ambitious action from
other countries and regions. The
pledge by the G7 Leaders at their
summit in Germany last June to
phase-out fossil fuels by the end of
the century is a clear signal of what
needs to be done.

Of course, there can be no suc-
cessful outcome in Paris without
China. Recent developments are

greatly encouraging, both on the
domestic and on the international
front. So we expect and look for-
ward to China showing leadership
and playing a major positive role at
COP21. Hong Kong can also play a
major part. As a mega-city belong-
ing to the Large Cities Climate
Leadership Group (C40), Hong
Kong can contribute its experience
towards finding “urban” solutions
for low-carbon development and
thus contribute to China’s overall
strategy and position.

Now is the time for action, in
Europe but also in Hong Kong.
Hong Kong only stands to reap
benefits by pursuing “green devel-
opment.” The EU is ready to work
with all stakeholders in Hong Kong,
including the HKGCC and the rest
of the business community. ¥
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Certification of Documents
A Service for Business Document

—— 5141006
Certificate
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ggym The Key to Document Credibility
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We Certify

Business Registration Certificate, Minutes, Company Registry, Conformity, Contracts, Reports,
Invoice, Quotation, Price List efc ...

Office Locations

Head Office
Mong Kok 3/F, Silvercorp International Tower, 707 - 713 Nathan Rd
Tel : 2398 6033 Fax : 2391 9469

Branch Offices

Central Rm 202, 2/F, Prosperous Bldg, 48 - 52 Des Voeux Rd Central  Kwun Tong Rm 1508, 15/F, Futura Plaza, 111 - 113 How Ming St
Tel : 2525 2131 Fax : 2877 2032 Tel : 2344 8713 Fax : 2342 5574

TST Rm 1301, 13/F, Podium Plaza, 5 Hanoi Rd Tsuen Wan Rm 1047, 10/F, Nan Fung Centre, 264 - 298 Castle Peak Rd
Tel 22730 8121 Fax : 2735 7093 Tel : 2416 0844 Fax : 2412 2799

Lai Chi Kok Rm 904, 9/F, Saxon Tower, 7 Cheung Shun St Fo Tan Rm 1406, 14/F, Shatin Galleria, 18 - 24 Shan Mei St
Tel : 2310 1378 Fax : 2310 1360 Tel : 3586 8180 Fax : 3586 9290

Email : support@chamber.org.hk Website : http://cert.chamber.org.hk/certdoc



Justin Pearce title is Senior Tax Advisor for KPMG
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The Hong Kong-Canada DTA
BB NNE A %8 B E 7 E

The DTA makes Canada an even more attractive destination for capital from Hong Kong,
and useful for investors from Mainland China who structure their investments through

the SAR, writes Justin Pearce

BESMEARSIESERBESETRE - TREFARPEABNREEBBEBETEIMNIE Justin Pearce

n 2012, Hong Kong and Canada concluded a dou-

ble tax agreement (DTA), which became effective in

2014. The DTA provides tax relief for residents of
both jurisdictions and offers an effective route for out-
bound investment structures into Canada from Hong
Kong, as well as from Mainland China through Hong
Kong.!

Generally speaking, outbound investment from
Mainland China is often structured through offshore
jurisdictions, such as Hong Kong, due to the unfavour-
able treatment of foreign-sourced dividend income and
capital gains in Mainland China.

The DTA limits withholding tax rates on dividends to
5% (10% or greater shareholdings) and 15% (all other
cases), and to 10% on interest and royalties. For qualify-
ing Hong Kong residents, in applicable circumstances,
this will reduce Canada’s domestic rate of 25%. In effect,
the DTA should reduce the tax costs of repatriating
income or profits from Canada to Hong Kong, thereby
stimulating cross-border capital flow and foreign direct
investment. However, since Hong Kong does not gener-
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ally tax similar outbound payment (with royalties being
a notable exception), the DTA rates will not necessarily
impact Canadian investors in Hong Kong.

From a Canadian multinational perspective, the DTA
will be welcomed, as they may be eligible, under their
domestic law, to receive dividends from Hong Kong sub-
sidiaries without liability to Canadian tax. This occurs sim-
ply because a DTA has been entered into with Hong Kong:
Canada has a participation exemption system that is linked
to DTA relations between Canada and territories where
Canadian-owned subsidiaries reside. This offers opportu-
nities for Canadian multinationals to consider using Hong
Kong companies in their global structure, particularly as a
base for foreign operations, a group financial centre or an
intellectual property licensing centre.

There are other positive aspects of the DTA:

Business Profits

Prior to the DTA, any Canadian income earned by a
Hong Kong resident carrying on business in Canada was
taxable in Canada.
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Under the DTA, Hong Kong residents carrying on busi-
ness in Canada will now only be taxed on business income
earned through a Canadian permanent establishment.

Transfer Pricing

The DTA creates an obligation on both Hong Kong
and Canada to provide full relief on any transfer pricing
adjustments.

Employment Income

The DTA provides an advantageous benefit to Hong
Kong residents, particularly those employed by Hong
Kong companies and who have been sent to work in
Canada temporarily. In the absence of the DTA, any
remuneration paid to a non-resident employee for serv-
ices performed in Canada would have been taxed under
the Canadian Tax Act.

The relevant article in the DTA provides that remu-
neration derived by a resident of one jurisdiction in
respect of an employment exercised in the other juris-
diction will be taxable only in the first jurisdiction if:

* The recipient is present in the other jurisdiction
for a period or periods not exceeding 183 days in
any 12-month period commencing or ending in
the taxable period concerned, and

+ The remuneration is not paid by (or on behalf of)
an employer who is resident in the other juris-
diction orbornebyapermanentestablishment of
the employer in the other jurisdiction.

Individual Residence

The DTA provides dual resident tiebreaker rules for
individuals. Given the significant number of Hong Kong
residents who have settled in Canada, this should help
dual resident individuals ascertain, with a degree of cer-
tainty, the jurisdiction in which they would be consid-
ered resident for tax purposes.

Passive Income

Dividends

Payments made to a beneficial owner resident in Hong
Kong will be subject to a withholding tax of 5% if it is
a company that directly holds 10% of the payer’s voting
power. In all other cases, the withholding rate is 15%.

Interest
Under Canadian domestic tax law, no withholding
tax is levied where parties are dealing at arm’s length.
However, withholding tax of 25% will apply to inter-
est paid to related non-residents. Under the DTA, inter-
est payments made from Canada to a related resident of
Hong Kong will be subject to withholding tax of 10%.

Royalties

Royalties paid from a resident of one jurisdiction to
a beneficial owner resident in the other jurisdiction will
be subject to withholding tax of 10%.

A number of areas of the DTA require special attention:

Corporate Residence

The test for Hong Kong corporate residency is relatively
straightforward: a company incorporated or centrally man-
aged and controlled in Hong Kong. Similarly for Canada,
corporate residency may be determined according to where
the company is managed or incorporated.

A company may therefore be a resident of both
jurisdictions, for example a company that is incorpo-
rated in Canada but has its central management and
control in Hong Kong (or vice versa). However, and
unlike most DTAs concluded by Hong Kong, this DTA
does not include a definitive corporate tiebreaker rule
which is usually based on the place of effective manage-
ment. Instead, the revenue authorities of Hong Kong
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and Canada will have to determine a company’s resi-
dence status.

Of critical importance in this instance is the further
proviso that no DTA relief will be available until such
status has been resolved. Given that Canadian taxation
is both broader and at a higher rate than in Hong Kong,
there is the risk that the dual resident will suffer a much
higher tax burden under Canadian tax law unless the
competent authorities of both jurisdictions are able to
resolve the dual residence conundrum.

Treaty Shopping and Limitation on Benefits

The DTA also includes a general limitation on ben-
efits provision. Generally, a limitation on benefits provi-
sion seeks to limit treaty shopping by requiring that per-
sons, other than individuals, claiming treaty benefits are
genuine residents of the respective treaty jurisdictions.
The provision is typically included to frustrate treaty
shopping structures in which a person establishes resi-
dence in a jurisdiction without any significant or sub-
stantial ties to that jurisdiction for the purpose of taking
advantage of specific treaty benefits.

Of greater significance, however, are the anti-treaty
shopping provisions contained in the passive income
articles. These provisions will deny the reduced with-
holding rates under the DTA when one of the main pur-
poses of a transaction relating to a dividend, interest or
royalty payment is to obtain treaty benefits. However,
in the case of the anti-treaty shopping provision in the
DTA, the provisions are broadly worded and may poten-
tially deny treaty benefits on many common structures.
Therefore, in structuring any Hong Kong-Canada cross-
border transaction or structure, consideration must be
given to the effect of these anti-abuse measures and
the possible way in which they will be interpreted and
applied by the relevant taxing jurisdiction.

Final Comments

Hong Kong operates a territorial tax system and does
not apply withholding taxes on interest and dividends.
Therefore, the benefits for Canadian residents with divi-
dend and interest income from Hong Kong are mini-
mal, apart from the participation exemption on foreign
affiliates mentioned earlier.

However, the provisions in the treaty to reduce with-
holding tax rates on dividends and interest payments
will undoubtedly benefit Hong Kong residents with
investments in Canada, and make Canada an even more
attractive destination for capital from Hong Kong. This,
in turn, may be useful for investors from Mainland
China who structure their investments through Hong
Kong, particularly until amendments to the Canada-
China Treaty come into force. ¥
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!In 2012, Canada announced that the Canadian and mainland China Governments had reached an agreement in principle to update
the Canada-China Treaty. The current treaty between the two states was concluded in 1986.
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Sharing a
Love of Food
& Art

Isono delivers fine dining flavours of the
Mediterranean in a casual environment, reports
staff writer Elmo Wong

rt has aroused huge interest among Hongkongers

in recent years, from handmade crafts and

retro fashion to contemporary art and nostal-
gic designs. This is evident towards to top of Aberdeen
Street in Central, where old and new cultures merge
at the revitalized PMQ (formerly the Police Married
Quarters).

The complex has become something of an art hub,
attracting people from all walks eager to feast on the
aesthetics of life, as well as some delicious Mediterra-
nean fare, because it is also home to Isono Bar & Eatery.

Isono's dishes showcase Executive Chef Paolo Casa-
grande's consistent pursuit of perfection. The casual din-
ing restaurant serves authentic Mediterranean-inspired
dishes designed for sharing, with a cross-cultural menu
that incorporates elements from Italian, Spanish and
French cuisines. Both Chef Paolo and his Chef de Cui-
sine Luca Marinelli share the same passion for food and
quality ingredients. They, and their culinary team, strive
to delight your taste buds with every dish.

6/F Block B, PMQ 35 Aberdeen Street,
Central, Hong Kong

HIRERE A 35% T FBEE6/F

2156 0688
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Pata Negra Platta (small)

Pata Negra E.&7 Py 88

This platter of dried meats consists of beef, pork loin and
60-month Iberico ham. The textures and flavours of the three
cured meats vary hugely due to different fat content and
curing periods. Served with a light, crusty Spanish coca bread,
together with crushed tomatoes and olive oil, the flavours are
a match made in heaven.

B AR B R A - FE1Z BRI R 6018 B & 57 b I p E AR
Ao ZRAEABMESEREDH 20— - BtRERE
CRINEA TR © EEz A B A O RIS Z A B S PR 2T Coca ME) -
M EZFRE R - WEREIFE - TERREZA -

Crispy Suckling Pig with Sweet & Sour Shallots

and Warm Vegetables

MR RO MRS - BERMEX

Newly added to the menu, this dish is a fusion of traditional
Mediterranean flavours and Chinese cooking techniques. A
suckling pig is deboned and seasoned with mixed herbs and
spices before being roasted Chinese style to create the perfect
crackling, while keeping the meat succulent. Served with mixed
vegetables, the sweet and sour sauce made from a pork
reduction and juniper berries cuts through the oiliness and
balances this meaty dish, which is destined to become one of
the restaurant's signature dishes.

EREFEARE TESAMPEORRFXRERDT - £
BEE REBEREHEARNK  BUARR T EEEIAR £
HANKZ BN - BIRRE A o ILFE UMM - B RIRER
AT RHAARE KA HEEE - HAT B AR AR - LK
REBARREOBIERE o
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Chef's Profile AE/)M&
Executive Chef Paolo Casagrande

Chef Paolo built up his passion for cooking
and love for food when he would help his
family cook family meals in his native Italy.
He has worked in fine dining restaurants
in Milan, London, Paris and San Sebastian,
as well as Barcelona's Restaurante Lasarte,
which holds two Michelin stars.

He believes good chefs are characterized by
their dedication, humbleness and eagerness
to constantly improve themselves and their
dishes. Chef Paolo says the joy on diners'
faces when they try his dishes keeps him
motivated to constantly push himself for
greater perfection, and that Hong Kong is a
special city full of culinary surprises.

fTB# EPaolo Casagrande

PaclofE RME AR » KEARAERER » #
B R ELE R - EEHHREMNEAS o i
BIEKEE AR BREREEDHFELR (San
Sebastian) WEHREETLE @ TEEBRE
ERSHKZERELERERestaurante
Lasarte °

s - EENEMSALESE  EU2
E TR ESHERKE SR o Paclos)
REEZARYBMRENRS » 2HEMhEE
BEREBNE D - tRABFBEBISHET
ZMERES o

b

Classic Seafood Paella

REGEEER

This is a quintessential Spanish dish, traditionally made with
meat or seafood, or a mixture of the two. Isono uses a cuttlefish
base with bell peppers, freshly blended tomatoes, saffron and
smoked Spanish niora peppers in a rockfish stock. Seafood,
including prawns, clams and mussels, are added towards the
end of the slow cooking process so they are not overdone.
IR A AN - —RARSOSEEREEME - A
FIARIFKRM © IsonofI@BAE B = Z@RImAK - EMECE
BIERA - IR MERBENE N - BT EEAT
W REMARE - RAREEEESE - ARBH -
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Isono BFEBRRENRE T R FBEKES
K EEBE

\ FEAHBEMNEBALE - THEFIER B4R
£ BRENM  EER  METE - BEEFR
BEAHENTAS (MFREEERES) K&k

& KAFTEXERARMS  TRE2BRIEALEND

TCAIT B R AR SEEME H L - R5IRE FHERA
TRIALE - BIEREEETOEM 2 X o HLEITR 2R IR
S| EEHEEE - EPlsono Bar & Eateryf2 (KA AR /R -

Isono®IER 789 R R1TH#2EIPaclo Casagrande TNETiB K

TEMRE c BERBAELTE  XXARETEKRF - AT

NMEBR TR - BREMN —EHZERNM P EREIRELE - 4

BfPaolo B2 EfLuca Marinelli i &) MM R E+ 285 - 40

BT AEFRS N BEAMBELT - WA RERKE -

Beef Tartare with Organic Egg and Truffle Mayonnaise
BBELARERAEREBNEREE

Beef rump is used for this tartare dish due to its lower fat
content. The chef chops the raw beef by hand and adds
Mediterranean spices as well as chives, shallots, gherkins, and
parsley, all of which is generously seasoned. A Japanese organic
egg is cracked on top to finish off the dish, which is served with
a rich truffle mayonnaise.

bS58 FEPE B B0 4 SO PR BT A - BFRR A TR T) S A4 A
MEE - MAMHFEER - URAEE  FE  NELNREFH
Ko REGEFA LM E—EARERERE - HIURRERR
BEEE-
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Apple Tart Tatin with Vanilla Ice-cream

R ARBEREREER

This classic upside down apple tart is big enough to share
with family or friends. Vanilla seeds and sugar are mixed with
the puff pastry to give extra flavour and sweetness to the
caramelized apples. Served with vanilla ice-cream on the side,
this deceptively simple dessert makes a grand finale to the
end of any meal.

EREHENBEREMEZR  EHEMRERAFA—RSLZE -
RYMIRSIA T B2 RIE - SR TMERMESIEEIER
BVRE - M ABBIMNBERNIK - BRERLAZREEH
RERBHBRZE



Gin cocktails
BER

The restaurant provides a wide selection of over 50 gin
cocktails. The cocktail menus are printed on beautiful
postcards filed in a juniper wood box. Each cocktail you order
comes with its respective cocktail recipe on a postcard, and
the restaurant can even mail your postcard too.
BRREMEBSORTRANBERE  EFEE - RRERDER
EOBER E - WHELBRART - BRERBEEE—FHAE
FoBMEGAERD - MSKEIZHRERENSARER - EBEE
EAIABRBEABFRER -

Alpine
A creamy gin cocktail mixed with London dry gin, kummel,
frangelico, lime-lemon-orange juice and egg white -- a
refreshing choice for steamy afternoons or a weekend brunch.
HEEEE (London dry gin) ~ kummel - BREE
(frangelico)  HET « BT - BARESFARMmMAK - O
e BRAEDENBNTFHEARZRRFE  HE25MD
Bofs o

Share Alike 7 H [E %

Chef's Profile KEf/|\f&

Chef de Cuisine Luca Marinelli

Chef Luca's entertainment when he was young was
helping his mother cook in their kitchen in Italy. At
the age of 15, he started working in a restaurant

in Italy, and dedicated himself to learning new
cooking skills or techniques. Since then he has
worked in several Michelin star restaurants in
Europe including Savini, Uliassi, and Cenador de
Amos.

Leading Isono's culinary team, Chef Luca makes the
quality of ingredients and their origin a top priority.

His dream is to open his own restaurant with
dishes made with the best ingredients from around
the world.

FHLuca Marinelli

FRlucaB/NEREAF  FEREFEHHFRER -
15505 » MIES AR —BEELE  LEEHEHHN
REHRIG - HE > B ERREBNLSKSEERE
B2 - E¥ESavini * Ulisassi®& Cenador de Amos °

BB |sonoREE XA EE Luca » FEERBMHNE
EZRRGF - INEEEHR —RBRECHERE > U
HAREENBMRBREER °

Sweet Gin Cobbler

A fruity cocktail made with London dry gin, mancino vermouth
rosso amaranto, cherry heering, a drop of sambuca, mixed
berries and lime-lemon-orange juice. Women just cannot get
enough of this pink and girly cocktail.

ERERBEALE KRR - KHBERAZEDE (London dry
gin) * mancino vermouth rosso amaranto * cherry heering *
SirsambucalBARBME FF  BE5  BREEMANR
e BHEBRAMNBAEE - SRTMETETF -



China in Focus A B2,
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Huang Yebin, Chairman of Guangdong
Trade Union, briefed KC Leung, former
Chairman of Industry and Technology
Committee, and leaders from other
major local chambers, on the
implementation status of the
Guangdong Regulation on Collective
Contracts of Enterprises on 15 October
in Shenzhen. Participants shared their
views on smoothing implementation of
the regulation.

EBREBRTIEXEHRERMAI10A158RR
NETELRREZESNERERER KM
FERMPSHERSE - Bl (BRED
ERBEARIEN) NERER - BeBHIE
PINERREER -

Liu Qi, Secretary General of Ningbo Municipality and Member
of Zhejiang Province Standing Committee, led a 10-member
delegation to the Chamber on 13 October. Shirley Yuen,
Chamber CEO, David Lie, General Committee Member, and
members welcomed the visitors, who updated the Chamber
on economic developments in Ningbo.

THTEEZRE  PHERTECRGTMOAIBEERTAR

REZFTARE - ERSTRERRDR BEFAUREMER
EUDRIFIRE - KREREBNMAEMSBERRNZIEN

Member Nature Yang represented the
Chamber at a meeting organized by
the Task Force on Assisting Processing
Trade, under the Commerce and
Economic Development Bureau, on 9
October and shared his views on
developments affecting the processing
trade in the Mainland.

BEGEATI0AIBRREFTSLINE
BREEZRRET [XENTIESER
MR BEVEE BRI TE S %
RREBR -

PC Yu, China Committee
Chairman, represented the
Chamber at the opening ceremony
of the 5th Shanxi-Hong Kong-
Guangdong Economic Cooperation
Symposium on 19 October.

TRZSEIFERBEERRERS LR
10A19R M [FRhEREBLEAIES
PEMRA] -
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Sun Chunlan, Director, The United Front Work Department of CPC Central
Committee, met with Stephen Ng, Chamber Deputy Chairman, and leaders
of five local major chambers on 6 October at a breakfast meeting to
expand communication between the Hong Kong business community and

the Central Government.

RABRG—BRTIERHPRAENHLE10ACENTES - BERSEKaIERE
RRBARSF AR FHBMAR DM - B IR T E R A EDRBITEEE ©

Dai Beifang, Chairman, of CPPCC
Shenzhen, and Xu Qin, Mayor of
Shenzhen, hosted the Shenzhen-Hong
Kong-Macau Innovation Cooperation
Symposium on the 13th Five Year Plan
in late September. Organized by the
Shenzhen Provincial Chinese People’s
Political Consultative Conference
(CPPCC), and supported by HKGCC,
Chamber Chairman YK Pang attended
the event.

RIS E F AT R TR
RER [+=« 0] REFERHEIES
B E - RBRARIITRIB N - BEERH
B ARSI EZRERRLELD -

Petrina Tam, Vice Chairman, China
Committee, represented the Chamber
at the welcome dinner of the Ningbo-
Hong Kong Economic Cooperation
Symposium on 13 October. HKGCC
was a supporting organization of the
symposium.

TEEEERIEEEEFBNI0A13AR
REFEHRE [RBLEAERERENAM
Blg|  HRERSREDNHRIHEE -

Yang Yi, Head of the
Commercial Office of Economic
Affairs Department, Liaison
Office of the Central People’s
Government in the Hong Kong
SAR, briefed members on the
Mainland’s latest economic
policies and developments at
the China Committee’s meeting
on 25 September.

PRARBITSEE B HITTHR R
RIFAERERRIRE EHRA
BEAGE  HOABANTHEEZES
g&L MEEERTRESHNL
BBR R ER
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Professional equipment

Commercial samples
Press, cine, sound and
Jewelry, spectacles, TV broadcasting equipment,
apparels, watches, musical instruments, machinery,
leather goods, etc. electrical equipment, etc.

Goods for trade fairs & exhibitions

All kinds of products, equipment,
antiques, art, paintings, Members
display booths, etc. Enjoy

Discount
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Americas Committee ENZEES

Il e L

Exploring HK-Greater Austin Opportunities
RRARETERS##

Marina Bhargava, Executive Director of Greater Austin Asian Chamber of
Commerce (GAACC), called on the Chamber on 6 October, where she
was received by Americas Committee Chairman Thomas Wong, together
with Vice Chairmen Gary Ahuja and Mario Ignacio Artaza. Bhargava said
Greater Austin is a good place for start-ups in a wide range of industries,
particularly in technology.

AEBEFTE#EE (Greater Austin Asian Chamber of Commerce) 7174485
Marina Bhargavai® 10 A6 BEIFH4EME - AEMNEESFEEEL - BFFIF)
G EEERE o FFREEfEREF © Bhargavalgit © REHTTREA TNRITENMAIDE
BR - LHRRHRE -

New South Wales Business Chamber
AR NEE

President of New South Wales (NSW) Business Chamber Tony Dormer
called on the Chamber on 15 October and was welcomed by Asia &
Africa Committee Vice Chairman Ashwani Goel, Americas Committee
Vice Chairman Gary Ahuja and members. Dormer said NSW Business
Chamber is the second oldest chamber in NSW, and has around 20,000
members today, 95% of which are SMEs.

FraE AT E (New South Wales Business Chamber) /& Tony Dormer 7
10A15B 25h 4 e - BN RIENZEGRIEFEKIE - EMNEESRIEFEN
F RE M B - Dormerst + PSR EEBETMNE L E —EARNEE « B
BR2EEEE - EP5%RF /M e
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Ryoichi Ito, Director General of JETRO,
and Shigeyuki Uchiba, Deputy Director
General of JETRO, called on the
Chamber on 26 October where they
were received by Chamber Chairman
Y.K. Pang and CEO Shirley Yuen.
JETRO and HKGCC have a long
history of cooperation and both parties
would like to explore opportunities for
further collaboration to help members
uncover new business in Japan.

[to explained that Japanese Prime
Minister Shinzo Abe aims to increase
FDI into Japan to 35 trilllion yen by
2020, and the Japanese government
is implementing various measure to
entice foreign companies to invest and
do business in Japan. Thus, JETRO
aims to reach out to HKGCC members
and provide support and assistance
to overseas companies who are
interested in setting up businesses

in Japan. For members who are
interested, please contact deanna@
chamber.org.hk for more information.

AARESREEARFRE — RREA
BIRZMM0A26R 55 - BAG T RER
ERERFDRERS - AARE D IREEE
MEBEEERANRBRIRETAIE - &
TOFERZE S EENEE - BHEE
SRR AR

P —BR T EAERREE=NE

B - BSRAE2020F 1L A AR AR B AR
TRERSESEERAE - M AABFIRE
HEHZIRHOR - ARSEMERAE A AR
BAER - Fitt - AABSIRAKEHE
EBEReeE  UABEEEHLRNE
SNARIRME SR - @S A0M THREFIE 7B

& # 2 deanna@chamber.org.hk °




Digital, Information & Telecommunications Committee

S EMKREAEES
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Twenty five members visited Ricoh’s showroom on 22 September to learn about
the use of 3D printing in education, medical service and construction sectors.

265RBENOA2A2EIR K EE - T HIDERIRMERE - BEKEERAER -

Sandra Liu, Senior Legal Counsel of the EEE ARG AETE B REEKRIA24
Office of the Privacy Commissioner for HESSSHE @ ~m [#HEEk (EAE
Personal Data, briefed members at the BE(RLEE) 15&01) 2 33 RRE IR E
committee’s 21 September meeting on THE] - GBREIERAERDHATH
personal data protection for cross-border — #H& -

data transfers.

Committee Chairmen

ZEELRE

EEEAEHEILBEERESREMEIA
MROA2IRLEZBEER  NERFE
PR EREB R EINAREEA B R -

Yo Yo Chan, Vice Chairman, Hong Kong
Cross-border e-Commerce Association

Business Policy of the Chamber, on 30
September to discuss collaborating with
the Chamber on future events.

Albert Wong, Director of Consulting,
Deloitte and his consulting team, met
with members on 24 September to
discuss issues relating to the “business
impact assessment on the proposed
implementation of Section 33 of the
Personal Data (Privacy) Ordinance.”
Members raised their concerns about the
lack of consultation with stakeholders.

BEABRETAEHERERREAREE
MR 30R LS TrEBCRENIRBEE
FESH  BiMERRAEENRS -

and the association’s management team,
met with Simon Ngan, Assistant Director,

The House of Councilors, Japan
HAF2BREEEE

The Hon Tsutomu Okubo, Member of the House of Councilors and Lead
Director of Committee on Financial Affairs, visited the Chamber on 13 October,
where he was welcomed by the Chamber’s Senior Economist who
briefed him on economic, political and social developments in Hong
Kong. Okubo explained developments relating to Japan’s business
environment, especially in Tokyo.

HA2ERZERVBERE S FMREAARBN0A13H2E
BEE  BERESRKENE—EES - E-EENEEL
% B RHEERREL MAARBAMAEHEAR (LR
RR) WEEER-

Americas Committee
ENEEE

Mr Thomas Wa Sun Wong
EHELSE

Asia/Africa Committee
SENFENEER

Mr Andrew R Wells
EBEMT A

China Committee
TEZEES

Mr P CYu
RISEL A

CSI - Executive Committee
E/ﬁﬁﬁﬁ%% yrgg - #ﬂ?ﬁ'éé%
Mr Leland Sun

LB AE

Digital, Information &
Telecommunications Committee
25 - EARENEES

Ms Agnes Tan

ReR B3 22+

Economic Policy Committee
BEBREES

Dr Mark C Michelson
EaHEt

Environment & Sustainability
Committee
RERSERREES

Mr Cary Chan

BRoKBESEAE

Europe Committee
BNEES

Mr Stephen Weatherseed
BRREE

Financial & Treasury Services
Committee
CRIRMERBESS

Mr George S K Leung
RIRESE

Industry & Technology Committee
- ITERBRZES
=g Mr Emil Chen On Yu

T Fhez skt
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Chamber CEO Shirley spoke at a luncheon hosted by the Rotary Club of
Kowloon at the Peninsula Hotel on 22 October.

BESRATPRNNERGHLTES DEHR - ZTESMOARBEXBBERT -

Economic Policy
Committee

KERRERS

The committee’s Chairman Mark
Michelson, together with Vice
Chairmen Peter Churchouse and Tony
Miller, met with Stewart McGlynn,
Head, AML & Financial Crime Risk,
Banking Supervision, at the Hong
Kong Monetary Authority on 21
September to discuss the difficulties
encountered by legitimate businesses
in accessing financial services.

ZEGIRFESVUEL  BIXFEEAEM
HEBROANRIFGEESRERER -
HITREREERERFTIEEN RS
- e AEEERAERRBHEEN
REE -

Environment & Sustainability Committee

BRERAGERRESES
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Forty members visited the Courtyard by Marriott Hong Kong Sha Tin on 24
September to learn why its green building design was awarded the BEAM
Platinum rating.

AR B A24ALBPBERBIE - 7 HZEEMEIEUS
%) W= B

(BRRERENER
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H.M. Wong, Assistant Director
(Waste Reduction & Recycling) of the
Environmental Protection Department,
introduced the funding initiatives

and mechanism of the $1 billion
Recycling Fund at the Environment &
Sustainability Committee meeting on
30 September.

RIRREZSHEESR (RERER) =2
HEIANHEEFEZESSH  MEZENE10
BT [ERES | arElFFEREs

Watson Chan, Chamber Deputy

CEOQ, served as a judge for the Hong
Kong Corporate Award Scheme’s
corporate category on 13 October and
in the Social Enterprise category on

16 October. Thinex Shek, Chamber
Assistant Director of Policy & Business
Development, attended the judging
panel meeting on 14 October for the
SME category.

R EIRERFIZEL10/8138 K168 DA
EE [EAGDCEARSE] AR KT
BEMARNTE - BETECR REEE
MESR P10 A 148 28/ R EAE R
WIEZEeeE



Europe Committee BNZEEE

‘Belt and Road Initiative’ - Implications for Europe
[—F—EEEE | — HERMNORT

Dr Thomas Chan, Head of the China Business Centre of the Hong Kong
Polytechnic University, updated members at the Chamber’s Europe
Committee meeting on 12 October about the “Belt and Road” initiative. Dr
Chan said as the RMB is soon to be the third largest currency for global
transactions, there is no need for China to bow to pressure to make the RMB
fully convertible, which would run the risk of the economy befalling the same
fate as when Japan adjusted its yen. He believes around US$1000 billion

has been made available for the Belt and Road initiative, and that China’s
investments will be a stabilizing force in certain countries along the route.
However, he sees the maritime silk road being a potential flashpoint, so China
would be wise to focus on developing its land routes. Despite China’s growing
economic might, Dr Chan said it still only accounts for around 7% of the
global GDP, compared to around 33% in the 1870s, so there is still enormous
room for growth.

EBETABHREFERLEERCEELHFEI0A 12BENBINEZE S S - HEEH
Z [ SEAOSIER - RIgLEL - AREREKRAZRE=AZHEE
FEVRMERRBENT - SAREKARTERRREY - TRIEESEAIEERBA
FRBENESH - A5 - [—F 8] STRNVKETHRE - TR DBEERM
= PENEEERA—RBENE - TH - RBE LAEZBRAFHNE - HEE
EREREE AR - BEPRICERESERSY - gt EPlﬁg,EfﬁB—ir,\fE@I
GDPHI7% * Lt 1870F RAG4I33%MEF + o] RANA B AR E LR

Financial & Treasury Services Committee

ERRVERBEES

Professor Douglas Arner, from the EB KZDouglas Arner HIXFE10 A58 )
University of Hong Kong, shared his ZeaggzlL ot [—%—K] HERAR
views at the committee’s meeting NEBERNZETEE  Bltd [—H—K] &
on 5 October on the prospects and % -1 ”%Eﬁﬁ%%%?ﬁﬁﬁ#m%—ﬂ’]%
implications of the Belt and Road EAPKE %mﬁ#&&ﬁmﬁﬁ&i‘%/\?ﬁ

Initiative. In connection with the initiative,
members felt that opportunities and
challenges of Hong Kong’s bond market
development, financial technology and
talent for the financial services sector
should be looked into.

Committee Chairmen

Legal Committee
EEEEE

Mr Stephen Crosswell
SEMEE

Manpower Committee
ANEEE

Mr Nicholas R Sallnow-Smith
FRREREE

Membership Committee
SERREES

Mr Stephen Ng

RREFRE

Real Estate & Infrastructure
Committee
WEKREEZESE

Mr Peter Churchouse
FAEERE

Retail & Tourism Committee
TERKEZER

Mr Frank Lee

PRS-

Shipping & Transport
Committee
MEREREES

Dr Kelvin Leung
RETEL

Small & Medium Enterprises
Committee
PNEIREESS

Mr William Wong

Taxation Committee
HHEEg
Mr Francis Lee

FRRAELE

Taiwan Interest Group
=y=Y\

Mr Stanley Hui
APERSEAE

Women Executives Club
=g oi¥ o

Mrs Margaret Leung
Z2HBKR L+

Young Executives Club
=54

Mr Oscar Chow

[E#EE &
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Europe Committee BNZEEE

Turkey Looking East

The Chamber welcomed a number of delegations from Turkey recently,
highlighting the interest that businesses have there in expanding trade and
cooperation with Hong Kong and the Mainland. Members interested in getting
more details about the delegations can contact deanna@chamber.org.hk

TERERSHER

rRes RGO RELEEMNGRE -
AR B MR EBERERANBERE
% o INERT ERE B VAT - RERAS

deanna@chamber.org.hk °

Isparta Chamber of Commerce and Industry

SUukr( Basdegirmen, President of Isparta Chamber of Commerce and
Industry, Turkey, led a delegation the Chamber on 6 October, where the
visitors were received by Europe Committee Chairman Stephen Weatherseed
and Asia & Africa Committee Chairman Andrew Wells, and members.

Basdegirmen told members that Isparta is one of the world’s largest producers
and exporters of rose oil, which is used in cosmetics and food. The city is also
a major producer of marble and wood. The area also attracts a lot of tourists
from Japan, Taiwan and Korea, but he hopes to boost interest among Hong
Kong travelers. They see Hong Kong as an important gateway to Asia and
would like to meet with potential trading partners especially in the rose oll,
palm oil, garment, carpet, wood and marble industries.

RETHEE I EREE

TR R TR 2 82 = R S0ukr(
Basdegirmeni®10 A6 B XEZIF g
HENZEeEREEAR  DMKRIFNEER
SERESLREMNEZERF -

Basdegirmenta (R T iR & 4 = % AR RS
et R R REBORER - BAY FHAMN
SEREA®Z — - BRHEREA KA
WEBEER - ZBRSIREZAR - 5
BEOREAZEY - thEBREIREEEIR
FEE RN ES o ZTRESRBLE
NHBEPIF  BMEREBEENEHBHE
- 5RIRBEREM - AR - RE i
B AMRKRBAITE -

Ankara Chamber of Industry

A delegation from the Ankara Chamber of Industry, Turkey, called on the
Chamber on 19 October and was welcomed by Asia & Africa Committee
Chairman Andrew Wells and members. Ankara Chamber of Industry (ACI)
is a non-governmental and non-profit organization that works to enhance
the economy and industries in Ankara. The delegation sought to increase
cooperation with Hong Kong and Mainland markets.

RFATRES

TR T#BSHREREN1081987HM42
BE  HEMNRIENEESEREBLRE
BEHF - TRUTEEE (AC) 2IEK
7~ SEEFRMRL - NIRRT E AR
TEHRE - AREHEREEFERAMT
BEETE
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Good MPF Employer Award #E&#F{EE

Chamber Chairman YK Pang participated in a presentation ceremony of the
2014/15 Good MPF Employer Award on 8 October. Over 650 organizations

have received the Good MPF Employer Award. The objectives of the award are :

B To promote and foster compliance with MPF legislation by employers;

B To encourage employers to provide better retirement benefits for their
employees; and

B To recognize employers who are exemplary in enhancing the retirement
benefits of their employees.

S T EEREN0A8A L E2014/15F F [FEd
HEE ] RRFHE - Bes0RMBESRT A Bl
BE] - EIAEIOHENMT

BB LR (E BT ES A

B HEEFAEBREFENRKEN &

B EFEORE RN ESRKEMN RS RS -

Kocaeli Chamber of Industry #ERFITEEE

A 19-member delegation from the Kocaeli Chamber of Industry, Turkey,
called on the Chamber on 14 October to explore opportunities for
cooperation between the two chambers and to learn more about Hong
Kong and Mainland markets. Led by Birol Bozkurt, Young Entrepreneurs
Board Member, the delegation consisted of members from various
industries. Kocaeli Chamber of Industry was founded in 1897 and has
around 2,430 members. Kocaeli is a small province in Turkey, but home to
approximately 13% of the country’s manufacturing industries and has the
biggest share (27%) of the chemical industry. Chamber Europe Committee
Chairman Stephen Weatherseed and members welcomed the visitors.

BERMTEEE (Kocaeli Chamber of Industry) KI19A @M 10A14BE5H4
AE  RAIMENAERE - W THEESERNMTEZHEDR - SifEHEZENTFL
ERE LK EBirol Bozkurtié8 - BERABITE S o BIERAN TR ESPM8974F
BRI BRRNAR2,4308 88 - RIERMNZELHEE—@HG - HEH/ ) - BE2EE4

13%BUEENEMRR - ZEBLTHEZBETENZAGE (27%) - BUNEER
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Laura Cha on Financial Collaboration
EREMREMRESHE

Laura Cha Shih-May lung, Non-official member

of the Executive Council, spoke at the Chamber’s
‘Town Hall Forum Series’ on 16 October about how
Hong Kong can play a role in China’s economic
development, particularly with regards to the

Asian Infrastructure Investment Bank (AllB), the
Belt & Road initiative, and internationalization of

the renminbi. She also discussed the advantages
of promoting Hong Kong’s financial services by
connecting with Chinese and international markets.

The Chamber regularly organizes Town Hall Forum
talks to give members and officials an opportunity
to candidly exchange views. These meetings are
closed door and off the record.
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HKCSI Executive Committee EEREEKE — HITEES

Owin Fung, Assistant Director General of Trade of Industry, met with HKCSI's
Chairman and Vice Chairman on 25 September to discuss Hong Kong’s

free trade agreement initiatives, and how FTAs could facilitate business
development and further enhance our competitiveness.

TEESEYPEERBEAMOALARZERIRNRETIFEE  SREEELH
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Trade and Industry Department
Principal Trade Officer Amy Cheung
briefed members at the HKCSI
Executive Committee’s meeting

on 12 October on the progress

of negotiations on the WTO and
Trade in Services Agreements as

well as the Trans Pacific Partnership
Agreement. Members also discussed
the possibility of organising a forum to
help SMEs develop market intelligence
and business opportunities.
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Legal Committee .2 ZE®

—

A seminar on block exemption regulation under the Competition Ordinance
was held on 6 October. Jonathan Beard, Vice President/Managing Director,
Hong Kong, ICF International; Sky Hong, Research Analyst, Deutsche
Bank; and Simon Heaney, Senior Manager - Supply Chain Research,
Drewry, updated members on such issues as overseas’ experience, industry
trends and the impact of the Ordinance, and collaborative agreements in
Hong Kong. They were joined afterwards by Rose Webb, Senior Executive
Director, Competition Commission, during a panel discussion moderated

by Agnes Tan, Chairwoman of the Chamber’s Digital, Information and
Telecommunications Committee.
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Industry & Technology
Committee

TERBMREES

The Final Judging Panel of the 2015
Hong Kong Awards for Industries

met on 17 September to decide

on the winners. The Chamber is

the lead organizer of the Innovation

and Creativity category. Emil Yu,
Chairman of the Industry & Technology
Committee, nominated eight winners on
behalf of the HKGCC Judging Panel. An
Awards Presentation Ceremony will be
held on 14 December.
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As part of the Chamber’s ongoing efforts
to engage the Competition Commission,
a small contingent led by the Chairman of
the Chamber’s Legal Committee Stephen
Crosswell, met with the Commission’s
CEO Stanley Wong on 12 October to
discuss a range of issues in anticipation
of the Competition Ordinance coming
into force on 14 December.



Manpower Committee ANZE®

The Manpower Committee organized the CEO Manpower Conference %
on 15 October under the banner the Future of Work. Some 200 C-suite g
executives, Government officials and academics attended the conference. A %
full report will appear in the December Bulletin. &3
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At the Manpower Committee’s meeting
on 22 September, members expressed
concerns on the possible abolition

of the offsetting mechanism of the
employer contribution to MPF to long
service and severance payments.
Members felt that any change to this
proven mechanism would increase

the operating costs of enterprises,
especially SMEs, and further weaken
Hong Kong’s competitiveness. The
Government should conduct a
regulatory impact assessment before
making any changes.
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The Chamber wrote an op-ed on the
MPF offsetting mechanism, stressing
that abolishing the offsetting provision
would be unfair to employers and
increase the burden of businesses,
especially SMEs. The business
community has been providing
retirement benefits to workers and
the Government should not put all the
responsibility on employers. We also
suggested that the performance and
charges of MPF schemes should also
be included in the Government’s review
of the MPF scheme.
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Real Estate &
Infrastructure Committee

WEREEZES

Professor Roger Nissim, Adjunct
Professor, Department of Real Estate
and Construction, the University of
Hong Kong, discussed with members
at their committee meeting on 16
September issues relating to the land
lease of Hong Kong beyond 2047.
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Retail & Tourism Committee

Watson Chan, Chamber Deputy CEO, and
Charlotte Chow, Assistant Director, had a
breakfast meeting on 24 September with
Linda Yan and Audrae Erickson of Mead
Johnson and Warren Maruyama of Hogan
Lovells US LLP, who expressed concerns
about Hong Kong’s proposed regulation
to restrict marketing of formula and child
nutrition products.

ZERKEXESS

BE SRR E R TR BIREEs
ABYHROA2RLERES - EEE
fZ&Linda Yan#Audrae Erickson * LAK
ESBERMITAXGIIL (Warren

Maruyama) €M o ZAXRTOEIE
HEERENN R EREBERNIEE -

The Bulletin T#H ) NOVEMBER 2015

61



Chamber in Review FF =2

1IE [ 1% f 66 Be 118 | 558

%‘

Chamber Chairman YK Pang (4th from left) attended the Presentation
Ceremony of the 2015 CLP Green Plus Award, which recognizes businesses

raising environmental awareness within the workplace.

5TE12015

- ii*-ﬁ j:y s, 3
A dbad

that have made substantial efforts towards reducing energy consumption and
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Shipping & Transport
Committee

B RERESS

Zhang De Hui, Vice Director of
International Supply Chain, JD.com,
spoke at the committee’s meeting
on 25 September about logistics
requirements for cross-border
e-commerce.
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Business-School
Partnership Programme

BRI et &

Representatives from 30 companies
and 30 schools attended a briefing
meeting on 6 November to

discuss upcoming activities under
the Chamber Business-Schools
Partnership Programme for the
2015-2016 school year.
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Small & Medium
Enterprises Committee
PN EGEESE

Christine Frances Sit, Assistant
Principal Solicitor of the Companies
Registry, briefed members on the
details of the Companies Ordinance
— Chapter 622, and implementation
issues at the committee’s meeting on
25 September.
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William Wong, SME Committee
Chairman, and Norman Yang,

SME Committee Vice Chairman,
represented the Chamber at the
SCMP Enterprising Hong Kong
Awards Presentation Ceremony and
Luncheon on 15 October. HKGCC is
a supporting organization of the event,
and Wong served on the award’s
judging panel.

R RE SR T EEENETES
FRAKEHENI0A15ALE [FER
BEBPPEIHEBRARLTFER] -

BEREG RN HIERE - FRNE
FEORMFTEZE -

Scott Williamson, Managing Director,
FCC Solutions Ltd., spoke at the
Chamber’s 7 October roundtable
luncheon on financing risks. He

said that companies not in the
financial services sector could still be
vulnerable to breaching Hong Kong’s
sanctions and terrorist financing laws.
He provided members with simple
strategies to ensure compliance, such
as providing guidance and training

to staff, having internal policies and
procedures in place and having access
to a database of terrorists. Other areas
that should not be overlooked include
screening of clients and payment, and
good record keeping.
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General Chamber of Commerce.

Joint University Business Dinner

Deputy Chairman Stephen Ng and General Committee
Member Allan Zeman shared a great evening with
hundreds of university students at the Joint University
Business Dinner 2015, sponsored by the Hong Kong
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Taxation Committee

BBERE

Elizabeth Tse, Permanent Secretary
for the Financial Services and the
Treasury (Treasury), updated members
at the committee’s 8 October meeting
on the latest international tax-related
developments. In particular, she spoke
on the Government’s policies relating
to the OECD’s Automatic Exchange
of Financial Account Information in
Tax Matters and the Base Erosion and
Profit Shifting (BEPS) project.
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From Vines to Wines
REEHINEEE

Grace Vineyard, located in Shanxi
Province, has been cultivating grape
vines with the goal of redefining the
quality and perception of Mainland
wines. In just a dozen or so years,
Judy Chan, President of Grace
Vineyard, has made the company
one of the best wine producers in
the Mainland. At the Chamber’s
Entrepreneur Series roundtable
luncheon on 8 October, she shared
with members her entrepreneurial
journey and ideas for driving growth
in the family business. After the
event, members sampled two of
Grace Vineyard’s new wine varieties.
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ourism is one of Hong Kong’s
Tpillar industries, contribut-

ing about 5% of Hong Kong’s
GDP and employing around 7% of
the workforce. The sector creates
countless opportunities for periph-
eral businesses, such as the retail,
catering and entertainment sectors.
However, keen competition from
neighbouring countries, depre-
ciation of some currencies, and
the recent harassment of Mainland
tourists all threaten to dent Hong
Kong’s crown as one of Asia’s lead-
ing tourism destinations.

But what can be done?

Some 300 representatives from
the tourism industry and related
sectors tried to answer that and
other questions at a forum jointly
organized by HKGCC and the
China Tourism Academy on 14
October titled: “Sustainable Devel-
opment of Hong Kong’s Tourism

NOVEMBER 2015 The Bulletin i H i
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Industry — The Key to Success Amid
Regional Competition.”

The general consensus was that
Hong Kong still has its appeal as a
tourist destination, but speakers
at the event stressed that we must
strengthen and adjust our tourism
development strategies if we want
to grow.

The potential is huge as the city
can ride on Asia’s growth and ben-
efit from the region’s rising middle-

Acting Financial Secretary Professor
K.C. Chan said the tourism sector is

entering a period of adjustment after

years of substantial growth.
EEVHAIARRRERT - REXEB
SENARIERE - EEAFEY -

class’ desire to travel — especially
outbound travel from Mainland,
which is projected to become a
moderately well-off society by 2020.

A balanced approach

Over the past decade, visitor
arrivals to Hong Kong have almost
tripled. In 2004, we had a very
respectable 21.8 million visitors. In

iz 4




2014, we had 60.8 million visitors.
Acting Financial Secretary Professor
K.C. Chan, speaking at the forum,
said the tourism sector is entering
a period of adjustment after years
of substantial growth. As such, it
is unrealistic to expect the growth
momentum of the past decade
to continue, especially given our
capacity to welcome so many visi-
tors. Instead of chasing numbers,
he suggests we focus on diversifying
our markets to attract more high
spending visitors who stay longer.

Hardware and software
improvements

Chamber CEO Shirley Yuen said
the industry should capitalize on
travel trends and emerging tourism
markets to tap high-end tourists. At
the same time, our hardware and
software infrastructure needs to be
improved if the industry is to meet

Hong Kong is a mature
tourism destination
served by good
infrastructure and facilities,
but given the falling number
of visitors, can Hong Kong
sustain its appeal?

Chairman of Hong Kong
Tourism Board Peter Lam
said visitor arrivals to Hong
Kong in September reached
4.6 million — a 4% drop
year-on-year. Overnight and
Mainland visitors fell by 1%
and 4.6% respectively
compared with the same
period last year.

Lam said HKTB has been
partnering with
neighbouring regions to
boost multi-destination
travel. “Our superb location
enables us to be a portal
for travellers to explore the
Mainland and the rest of
Asia. This creates
opportunities between
Hong Kong and its
neighbours to drive visitor
traffic to the region. For
example, we joined forces
with Macao and
Guangdong to promote
multi-destination itineraries
within the region.”

The Mainland is the
largest market for Hong
Kong, with 22.8 million
arrivals in the first half of
2015. Yang Jingsong, Senior
Researcher, International
Tourism Studies, China
Tourism Academy, said 107

million Mainlanders took
trips last year, 70% of
whom visited Hong Kong,
Macao or Taiwan.

“For most Mainland
travelers, the length of stay
is less than one week and
they visit between six to
nine attractions per trip. So
Hong Kong should bear
this in mind when
designing travel products
to appeal to Mainland
tourists,” he added.

Mamon Cesar Mario O,
Immediate Past Chairman
of International Association
of Amusement Parks &
Attractions, is optimistic
about the Hong Kong
tourism sector. From a
global perspective, the
Asia-Pacific region has the
strongest prospects, with
the sector estimated to
grow an average of 4-5%
around the region.

In terms of theme park
spending, the Asia-Pacific
region was also the fastest
growing segment at 9.7%
growth in 2014. “Asia has a
growing middle-class that
increasingly has disposable
income which can be spent
at theme parks. By 2020,
the Asian market will
overtake the Americas as far
as attendance to theme
parks and attractions are
concerned. Hong Kong
should capitalize on this
growth,” he said.
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its medium- and long-term devel-
opment goals.

“While hardware improvements,
such as developing and diversifying
our tourist attractions, enhancing
ancillary facilities and alleviating
traffic congestion can strengthen
our attractiveness, it is essential that
we also provide sufficient software
support,” Yuen explained. “Moreo-
ver, I cannot stress strongly enough
that all visitors to Hong Kong, irre-
spective of their race or nationality,
should be made to feel welcome.
We can all serve as tourism ambas-
sadors by being hospitable and
courteous to all who come to see
our great city.”

The Mainland’s potential
Speaking on the sustainable
development of the tourism indus-
try, Dr Dai Bin, President of the
China Tourism Academy, said:
“Tourists today are increasingly
sophisticated travellers, so to woo
visitors, countries are relaxing their
entry requirements increasingly for

NOVEMBER 2015 The Bulletin i H i

Mainland tourists, which is pro-
viding them with more destination
choices. This is clearly evident if
you look at the development of our
neighbouring markets, and rein-
forces the need for Hong Kong to
step up its investments in tourism
and innovation.”

He pointed out that the China
Tourism Academy expects China to
be classified as a moderately well-
off society by 2020, when Mainland
residents are expected to take an
average of five trips per year, over
200 million of which will be out-
bound trips.

Chairman of China National
Tourism Administration Li Jin-

Dr Dai Bin, President of the China
Tourism Academy, said: “Tourists today
are increasingly sophisticated travellers.”
[RSHRE
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zao said the opportunity for more
Mainland visitors to come to Hong
Kong will increase with the comple-
tion of major infrastructure projects
currently underway.

“With the completion of the
Guangzhou-Shenzhen-Hong Kong
Express Rail Link and Hong Kong-
Zhuhai-Macao Bridge, major cit-
ies within the Pearl River Delta
Region will all be within one-hour’s
driving distance. Therefore, it is
important for all concerned to foster
regional cooperation between Hong
Kong, Zhuhai and Macao to boost
tourism.” W
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Chamber CEO Shirley Yuen said
the industry should capitalize

on travel trends and emerging
tourism markets.
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H ong Kong is losing its charm
as a shopper’s paradise
because of our strong currency.
Moreover, some countries have
relaxed their visa requirements to
attract more tourists, which is
resulting in stiffer competition for
tourist dollars.

Since the opening of Hong Kong
Disneyland in 2005, attendance of
Hong Kong theme parks has risen
from 4 million in 2004 to 14 million
in 2014. “Since opening, we have
been looking to introduce new
offerings to get repeat visitors,”
Andrew Kam, Managing Director of
Hong Kong Disneyland Resort said.

Many tourists come to Hong
Kong to shop. Leng Yen Thean,
Director of The Wharf (Holdings)
Ltd said the Hong Kong retail
market has undergone structural
changes due to rising competition
from neighbouring countries.
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“Therefore, retailers should
expand their customer profile by
enhancing their shopping
experience. Brands can further
explore the possibility of
introducing Hong Kong as the
first-to-launch location for Asia, or
offer special edition items in Hong
Kong stores to increase our
appeal,” she said.

While regional competition is
seen as a challenge, it can also be
an opportunity. “We should not look
at our counterparts as competitors.
Hong Kong, Macao and Guangdong
share similar tourist market
segments, and the three places have
unique characteristics that provide
visitors with different experience,”
Pansy Ho, Managing Director of
Shun Tak Holdings Limited, said.
“We should draw on each others’
strengths to boost both leisure and
business travel.”
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Facilitation (CEE)

Office Locations:

Head Office:

Mong Kok 3/, Silvercorp International Tower, 707-713 Nathan Rd
Tel : 2398 6033 Fax : 23919469

Branch Offices:

Central Rm 202, 2/F, Prosperous Bldg, 48-52 Des Voeux Rd Central ~ Kwun Tong  Rm 1508, 15/F, Futura Plaza, 111-113 How Ming St
Tel : 25252131 Fax : 28772032 Tel : 23448713 Fax : 23425574

TST Rm 1301, 13/F, Podium Plaza, 5 Hanoi Rd Tsuen Wan ~ Rm 1047, 10/F, Nan Fung Centre, 264-298 Castle Peak Rd
Tel : 27308121 Fax : 27357093 Tel : 2416 0844  Fax : 24122799

Lai Chi Kok  Rm 904, 9/F, Saxon Tower, 7 Cheung Shun St Fotan Rm 1406, 14/F, Shatin Galleria, 18-24 Shan Mei St
Tel : 23101378  Fax @ 23101360 Tel : 3586 8180  Fax : 35869290

El%==]
Hotline : 23955515 Email : cert@chamber.org.hk Website : http://cert.chamber.org.hk 0]
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incent Piket, Head of the

European Office to Hong

Kong and Macao, disagrees
with the pessimistic view that the
media often paints of Europe’s
economy. Despite facing the most
challenging crisis of its history, he
said the European Union (EU) is
starting to get back in shape.

“Back at 2012, everyone said that
the eurozone was in serious danger
and feared that the EU will break
up,” he told members at the Cham-
ber’s roundtable luncheon on 12
October. “Although it hasn’t been
easy, today we have managed to
reassure the public that the market
and the economy is again stable.”

The EU’s GDP is forecast to
grow at 1.3% this year and 1.9%
in 2016. Unemployment has been
going down slowly, but it remains
the Achilles’ heel of many member
nations.

“The global economic uncertain-
ties will affect the EU. These include
slow economic growth, especially
in emerging economies, and exter-
nal events such as the refugee and
immigration crisis,” said Piket. “Cli-
mate change is also a problem, and
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we are trying to convert this issue
into an opportunity for the private
sector.”

Economic policy

Boosting investment remains
a challenge for the EU. The actual
investment trend from 2009 until
today is much lower than expected.
To address this issue, investment
incentives have been rolled out to
attract more businesses to the con-
tinent.

Two days after Piket addressed
members, the European Commis-
sion announced the EU’s new for-
eign trade and investment strategy
entitled “Trade for All: Towards a

more responsible trade and invest-
ment policy” Based on three key
principles: effectiveness, transpar-
ency and values, this new strat-
egy aims to boost job creation and
enable as many people as possible to
benefit from trade.

Other multilateral trade frame-
works that the EU has formed
include the WTO trade facilitation
agreement, FTAs, TTIP, and invest-
ment agreement talks with China.
Piket said that policy changes will

reform labour markets, reduce red-
tape, and remove barriers between
member states. The creation of the
European Fund for Strategic Invest-
ment (EFSI) is also expected to woo
more foreign investors.

EU investment plan

The EU is the world’s largest
economy, representing over 20%
of world GDP. It is also the world’s
most open region for FDI, and
reports indicate that the attractive-
ness is expected to further increase.
A large part of its attraction is that
investors can benefit from the free
movement of capital and also the
single market.

The EU is currently the third
largest source of FDI for Hong
Kong, after the Mainland and Brit-
ish Virgin Islands, while Hong Kong
is the fifth biggest source of FDI in
the EU. The number of investments
into the EU coming though Hong
Kong has increased significantly in
recent years, as Mainland firms use
the Hong Kong platform to invest
overseas.

“We continue to see Hong Kong’s
role in generating Hong Kong and
Mainland private sector investment
growing,” he said, adding that he
expects this to gain momentum as
the “Belt and Road” drives activity
between the EU and China.

Although there is still a long
way to go for the EU, more people
are seeing positive growth and are
convinced that the region is mov-
ing in the right direction. Piket said
Europe provides interesting and sta-
ble investment opportunities, and
with new investment incentives and
supporting policies being rolled out,
he is convinced the EU is well and
truly back on track. &

Members can
watch this talk on
HKGCC Mobile
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One-Stop 3D Printing Solutions
—h X 3DFT EN g2 5

'wenty members of the Indus-
Ttry & Technology Committee

visited the Hong Kong Pro-
ductivity Council’s newly estab-
lished 3D Printing One on 19 Octo-
ber to learn more about 3D printing
technology, software and facilities.
Members also explored how 3D
printing can be adopted in various
industry sectors. &
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Silvercorp
International
Tower

REBIFAE

z&
arayle ST e

* Whole floor, approximately 2,427 sq. ft. (Gross)
» 2 minutes' walk from Exit A1 of Mongkok MTR station
» Central air-conditioning from

HKGC@ 8:30t0 19:00 (Mon —Fri); 8 : 30 to 14 : 00 (Sat)
& * Partially fitted

Hong Kong General Chamber of Commerce

=B 4 = 1861

Enquiries: rental@chamber.org.hk

Tel: 2823 1241
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ost finance transforma-

tion efforts are focused

on achieving a specified
level of finance cost as a percent-
age of revenue. However, when
this becomes the primary means of
determining finance’s performance,
Nilanjana Pal, Senior Executive
Advisor with CEB Finance Leader-
ship Council, said it leads to poor
finance transformation decisions.

“We found that the best compa-
nies approach finance transforma-
tion in a fundamentally different
way: they treat finance as if it were
a profit center,” he told members
at the Chamber seminar. “These
finance teams measure performance
and allocate resources based on the
return on investment and risk miti-
gated by their finance services, not
simply the cost to serve.”

The nature of finance work has
shifted dramatically in the past dec-
ade. Finance’s governance-based
work — accounting, auditing, budg-
eting — has become table stakes for
successful performance, while the
business demand for guidance-
based support — advanced analytics,
business case development, plan-
ning — has increased rapidly.

Simultaneously, the growing
complexity of many corporations
from increased M&A and overseas
expansion is making governance-
based and guidance-based work
more challenging (and expen-
sive). This leaves finance in an
unwinnable situation: finance
chiefs are being asked to pro-
vide significantly more analyti-
cal support to the business in
an environment with materi-
ally higher complexity, while
reducing finance costs as a
percentage of revenue. To
balance this equation,
76% of CFOs engage
in some type of
“finance transforma-
tion” project, such
as large IT invest-

ments, shared services implementa-
tion, and outsourcing.

Less than 1/3 of finance
transformation projects succeed

According to research conducted
by CEB, only 30% of transforma-
tion projects deliver the forecasted
qualitative and quantitative benefits
outlined in the business case and
sustain the majority of cost savings
for two years post-implementation.
From the research, it has shown
how these elite finance teams do
differently and found that the usual
suspects of centralization, automa-
tion, and process improvement
were not the secrets to their success.
There are three elements mentioned
in the seminar that distinguish suc-
cessful transformations.

Complexity drives most
finance costs, not revenue
The right first step to success-
ful finance transformation is
to measure the cost and impact of
finance services based on peers that
face the same degree of business
complexity (e.g., geographic scope,
number of technology systems,
legal entities etc.). However, at most
companies, finance cost targets are
based on a narrow set of inputs that
overweight revenue size and indus-
try peer groups and underweight

Chamber in Review FHEE

the role of business complexity.
CEB’s research has found that com-
plexity is twice as important as rev-
enue size in explaining total finance
department costs.

Adopting the disciplines of

a profit centre in finance

The best finance teams

adopt a profit centre mind-
set by viewing finance activities
as a set of products or services
provided to (internal) customers.
Finance leaders not only assign a
cost to each service provided but
also measure the value that each
service delivers to these internal
customers. Rather than treating
all finance services the same and
spreading the finance budget thin,
the best finance transformations
invest heavily in areas of highest
return and eliminate low- value ser-
vices offered to the business.

Do not mistake business

partner satisfaction for

high-impact finance

Most (80%) finance teams
still treat quantitative and qualita-
tive business feedback as the core
measure of their impact and 90%
of teams strive for universal internal
customer satisfaction. The problem
with this approach is that the busi-
ness will often tell Finance that all
of its services are critical, whether
used frequently or not. Fur-
ther, delighting all cus-
tomers runs counter to
a profit center mentality.
Knowing this, the best
teams use other means
to quantify the value of
their services, such as
estimating the degree
of “investment regret”
that business partners
have following financial
decision support or how
much risk particular ser-
vices mitigate. ¥&
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orty Chamber members vis-

ited the Courtyard by Marriott

Hong Kong Sha Tin on 24 Sep-
tember to learn why its green build-
ing design was awarded the platinum
rating in the “Building Environmen-
tal Assessment Method.”

“We are the largest Courtyard by
Marriott hotel in Asia by number of
rooms and the second largest in the
brand’s global portfolio,” said Peter
Sih, General Manager, of the hotel.
“While providing a refreshing envi-
ronment for guests, we have incor-
porated many green concepts into
the building design and made use
of innovative technologies to reduce
energy consumption.”

The hotel won the “Golden
Award” in the 2014 CLP GREEN-
PLUS Recognition Award in the
hotel category, and subsequently
the Prestige Honor Award in 2015
for its efforts to put green measures
into practice.

Tony Leung, Director of Engi-
neering, explained that automatic
mechanical ventilation and air con-
ditioning (MVAC) control systems
can adjust the temperature in rooms
based on the seasons, as well as tem-
peratures and humidity levels on
any given day. As a result, the hotel
has reduced energy consumption in
occupied hotel rooms by 60% over
2014’s usage. &R

Y& g



SEFeEBE

fIamee8NoA24R2
BEESHEBREBEE T
BB E AT B ERE

ARG (BB REBHTHEE)
MSEE LT -

EERERERES  [AEREHE
i BMRRTNRERA  2RE=
ROBISEE - | hER: [RPBT
BN AERRHTENES  wERSE
RERRA TREBRRES - TRAR
STEVENBERHE - |

PRBEEE-—ERNERSERR
HEHE - FE2014F RS [BIRETALH
B BHHBBELSE  TADER
B[ E LB -

S TR @R 0 MEE - AEBA,
REBRGEETS  BERREAD
WEHER - SBEEE2014FHE60%H
EHAEE - &

Chamber in Review FHEE

i 2l 7 =

s M 18617
,ﬁc*"’"n

pnmR 2 wongm . RRE

R o s -uv.qluvxﬂ_—l’—‘m
i AT L B
T HRGES: HICC!

nnnnn

The Bulletin LEHF] NOVEMBER 2015 79



80

Sharing Philosophies of Life

i_’\ AE#—T—F&

‘ ‘ nowing what to do and what you love to
do is important when you are young,” said
Viveca Chan, founder and CEO of WE Mar-
keting Group. “I was lucky that I discovered my interest
in marketing at university and tried to gain more expe-
rience by working part-time at a newspaper.”

Speaking at the Women Executives Club breakfast
meeting on 29 September, she said that initial experi-
ence helped her build her career. Following her heart
and doing what she believed to be right allowed her to
build a strong reputation in the Mainland’s PR industry.

China’s economy was growing rapidly when she
founded WE Marketing Group in 2005. Besides being
in the right time at the right place, she said you also
need to be persistent in working towards your goals.

“Believe in yourself and be persistent in what you see —
even if others have a different point of view,” she said. ¥&
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Enjoying Time with the Elderly
PESH

Chamber staff and their families learned i HEeBRERIBERI0A
how to make Chinese wife cakes (winter ~ ZWONM7AZ N TIEY - 838
melon pastry) at a workshop on October 17.  #iyez 24t - & A TFEB S
After baking, staff visited Banyan Elderly Ser- & At E AREER -
vice Centre in Wong Tai Sin and enjoyed the  @EZ—RER - HiE - 5
afternoon singing and playing games with the = =gfarsiErmyz et - &
elderly, and of course sharing their delicious,

freshly baked Chinese wife cakes. &




Mark Your Diary

Entrepreneur Series: Meet the Ministers -
Making life simpler The Honourable

Download our app Matthew Cheung
HKGCC Mobile Kin-chung

2015 Chamber Events

Workshop: Manager's Skills for Engagement 'l 'I Seminar: Overcoming the Leadership
03 and Loyalty Challenge in China

Roundtable: Practical Online Marketing China Roundtable: Outlook of the 13th Five-Year
Plan: New Opportunities and Challenges

05 Workshop : Creative Thinking and Problem

Solving Skills for Business Executives 'l 2 Training: How to be “Strategic?”

Economic Policy Committee Meeting Entrepreneur Series: Making Life Simpler

Roundtable: “Belt and Road Initiative:” ] 3 seminar on Neyv ES.G Rep9rt|ng Req.uwement
06 - . and Relationship with Social Enterprises

Hong Kong Business Opportunities

-I 6 Town Hall Forum Series: Meet the Ministers -

07 Young Executives Club presents: The Honourable Matthew Cheung Kin-chung

Saturday Harbour Lunch & Cruise

09 Roundtable: Countdown to the

-l 8 Green Visit to HAECO
Competition Ordinance — Are You Ready?

New Members' Briefing

Seminar: Copyright Amendments - Why
copyright owners and users, and online
service providers are concerned about
the Copyright (Amendment) Bill 2014

Workshop: Leadership Communication

Training: Telephone Skills in Mandarin

Training: Managing Staff Termination Properly 'l 9 Women Executives Club Breakfast Meeting
] O Series: Fanny Law Fan Chiu-fun

OXFAM [WRva

TRAILWALKER

20-22 NOVEMBER, 2015
Support the Chamber YEC Teams in Oxfam Trailwalker 2015
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Women Executives Club Cocktail Reception Town Hall Forum Series: HKGCC Christmas
Breakfast Meeting Series:  with European Consuls The Hon Arthur Li Cocktail Reception

Fanny Law Fan Chiu-fun General in Hong Kong

NOVEMBER 4 DECEMBER

-I 9 WEC Breakfast Meeting with Fanny Law O 'I CSI Executive Committee Meeting

Seminar: Effective Debt Collection Practices
in China

02 DIT Committee Meeting
Chamber YEC Teams in Oxfam Trailwalker 2015

Workshop: Personal Signature Services

20

Roundtable: Taiwan Election 2016: What
Hong Kong Businesses Need to Know

07 Town Hall Forum Series: The Hon Arthur Li

24 Cocktail Reception in Honour of the 08 Taxation Committee Meeting

European Consuls General in Hong Kong ] ]
Roundtable: PPP in China

Fi ial & Ti Services C ittee Meeti
25 Workshop: Influence Others Through 09 inancial & freasury >ervices Lommitiee fieeting

Personal Competence Shipping & Transport Committee Meeting

HKGCC Christmas Cocktail Reception

Roundtable: Luncheon on . . . .
27 Common Reporting Standard -I O Retail & Tourism Committee Meeting
Roundtable: OECD’s Common Reporting Legal Committee Meeting

Standard - Why it Matters?

Delegation to Hengqin, Zhuhai

Visit to U.S. Consul General’s Residence

2015 HKAI Presentation Ceremony
] 4 cum Gala Dinner

-I 7 Environment & Sustainability Committee Meeting

Forum with Christine Loh
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Leadership Communication
AEBE

Many senior executives are confident
and capable presenters, but can they
really stand out from the crowd?

This session will address the
following questions:
1.Just how good am | really”?
2.Am | perceived as a “natural”?
3.Do | have “presence” ....

If not, how do | get it?

AERRITRABLREEHNES - EBifiR
BEMHIBREE ?

RTVEDRHRAT A TR

1. RERBZHER ?

2. JIABSHRBES ?

3. BROEEMEL - MBLEH

AVIO V¢ :{H(“ 1

Personal Signature Service
providing service from the heart

PN
DB TEY - HFRTE

This training program is designed to edu-
cate and motivate employees the need to
create a positive, memorable experience
for their customers in order to make per-
sonal connections with them and provid-
ing service from the heart, also known as
‘Service Signatures’.

IFIRRIE B R M B THOHE - BE
FRBEER - BAMRISAER - #eim s PRz
EABE - ERs TMEARBRS] -

h,*\'?fiu:rl

u isa Card

and get

Managing Extraordinary
Staff Situations

EEF—RHEIME

The employment laws and regulations
are to protect the rights of employees in
Hong Kong. However, some employees
take undue advantages of the protection
instead of doing their jobs properly, caus-
ing headaches to employers and disrupt-
ing the work of others. The workshop
provides employers with practical and
proven skills to exert their authorities while
avoiding unnecessary conflicts and legal
liabilities in such situations.

TENEREREOIRE T EENER - B
R 8 THRERASEIRE - TRHF M
AL - BEIHRIVE  XHEERNT
& o ATHED AETIREEAAITARI -
AT < 85 - BRE R T UER
ERAERRET -

EARREIE R T AR 7

Trainer: Patrick Eng Trainer: Nathan Yung Trainer: Cammy Liu

A Patrick Eng ECLR HiEE e BEEAT

Date: 18 November 2015 Date: 20 November 2015 Date: 1 December 2015

A HA: 2015 11 A18H B Eg: 2015 117204 =R-R 2015 12818

Time: 9:15a.m. —11:45a.m Time: 9:15a.m. —11:45a.m. Time: 9:30 a.m. — 5:00 p.m.

R ORI E11EF455 B R FFORF15D E11EF 45 FF R OR300 E 58

Venue: HKGCC Conference Room, Venue: HKGCC Conference Room, Venue: HKGCC Conference Room,
22/F United Centre 22/F United Centre 22/F United Centre

Ith B SER—PLREETEHNEERE hE: BR—POREREERNSERE B SEH—FOLERBEHNEEEE

Language: English Language: Cantonese Language: Cantonese

BE: HEE EBE: BRE EE R

Fees: Member $600 / Fees: Member $600 / Fees™: Member $1,450 /
Non-member $800 Non-member $800 Non-member $1,950
(include morning refreshment) (include morning refreshment) (Lunch not included)

A ® 89600/ 3EZ B$800 (B F &) BH: g E$600/ & 8$800 (2 F ) B BE5%$1,450 / IFEES1,950 (TBEFHE)
Patrick Eng Nathan Yung, Cammy Liu,
Executive Consultant of r_‘ - ‘ Chief Facilitator, General Manager, Manchester
Connect Communication ",-.:' Team Engagement, Training & Consultancy Institute
Patrick Eng . CSG Consultancy R
Connect Communication 7B RS [ HiEE SHETFEII R ER T O RLE

BRIRREAEFEM REN)
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gEY) R =®ur Bt http://www.gohkshopping.com

rhsc4atl: http:/ /B4R 2 . BE ik

B A Stanley Lee
EBE: shoppingparadise @gg.com

W|EE:  (00852) 9748-1947
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APAC’
Innovation
Summit 15

Connect - Collaborate - Cafalyse

APAC Innovation Summit 2015 Series

ADVANCED MATERIALS

26 November 2015
Charles K. Kao Auditorium, Science Park
\, www.apacinnosummit.net

MATERIALS PARTICLES

Hi-tech

REGISTER NOW

e 8 HKGCC members are
= GRAPHENE entitled to a 50% discount

Gerry Wilson Michael Popall Raghu Das Maria Xenidou Leo Lau

CSIRO The Fraunhofer Institute for IDTechEx Henkel Adhensive Technologies Chengdu Green Energy &
Silicate Research ISC Green Manufacturing
Technology R&D Center

A perfect platform for you to be inspired and to network with industry partners for collaboration opportunities!

Leading Strategic Partner
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