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| hope that all sectors of the society can concentrate on economic development and
improving people’s livelihood in the coming year. We must put in more concrete efforts
to promote Hong Kong's long-term development instead of wasting energy on political
and internal disputes that will stagnate Hong Kong's economic development.

n the past year, Hong Kong’s business environment was

inevitably affected by the increasing downward pressure on the

economy, continuing social conflicts and rising operating costs.
In the new vyear, | look forward to: a new prospect for Hong Kong’s
economy; lesser disputes among members of various sectors;
more focus on economic development and livelihood improvement;
more efforts to improve the business environment and enhance
competitiveness; more joint efforts to cope with external challenges;
seizing new opportunities arising from China’s new round of reform
and “the Belt and Road” Initiative; and particularly strengthening
interactive cooperation among Guangdong, Hong Kong and the
ASEAN region to explore developing a land-based economic belt in
order to inject new impetus into economic growth.

Challenging business environment

Last year, Hong Kong’s key industries such as foreign trade, tourism
and retailing performed poorly, with overall exports continuing
to shrink in the first half and only slightly stabilized in the third
quarter of the year. In the first 11 months, visitor arrivals to Hong
Kong contracted by 5.4% on a yearly basis, with visitors from the
Mainland decreased by 7.8%. As of November, the total value of
retail sales recorded a 21st consecutive month of decline. This year,
many uncertainties are expected to remain on the global political
and economic front: a new US president assuming office, the UK
kicking off Brexit, and fluctuating global interest rates and currency
exchange rates. These factors will add uncertainties to business
operations and investment.

To cope with the changing business environment, | hope that
the HKSAR Government will continue to give strong support to
businesses in the areas of finance and taxation, including relaxing
the SME subsidy and application requirements, streamlining the
application procedures, shortening the processing time, and helping
SMEs reduce operating expenses.

In addition, many industrial, commercial and labour issues attracted
much public concern last year. Policies such as abolition of the
MPF hedging mechanism and legislation of standard working hours
aroused extensive discussion as they have far-reaching impact on
business expenses and the harmony of labour relations. The HKSAR
Government must exercise prudence to balance the legitimate
rights and interests of both employers and employees, steering the
labour policy in a direction that is in Hong Kong’s overall interests to
jointly create a stable business environment and open up more job
opportunities.

Tapping new opportunities arising from regional
cooperation

With “the Belt and Road” Initiative in full swing, as an important
foothold of the 21st Century Maritime Silkk Road, Hong Kong can
become a key driving force for promoting Hong Kong and the
region’s economic development in the coming year by strengthening
its ties with next-door Guangdong and neighbouring ASEAN
countries.

Hong Kong and Guangdong can especially build on their respective
strengths in the financial sector. Hong Kong can capitalize
on its advantages as an international financial centre and IPO

market. Guangdong can combine its Free Trade Zone (FTZ)’s
open development of two-way cross-border RMB business, and
further expansion of the linkage between the capital markets of
the two places via the Shenzhen-Hong Kong Stock Connect
Scheme, to gather more domestic and foreign funds to support
the development of “the Belt and Road” Initiative projects. Both
places can also use the Guangdong FTZ as a platform to strengthen
the alignment of each other’s professional service standards
and industry management and speed up the implementation of
mutual recognition of professional qualifications in order to provide
a wide range of professional services to support “the Belt and
Road” Initiative. In the long run, they can gradually develop the
Guangdong-Hong Kong-Macao Big Bay Area and build a strategic
development hub for the “the Belt and Road” Initiative by promoting
close co-operation, complementary advantages and non-duplication
of development among the major urban agglomerations in the Pearl
River Delta region, as well as further connecting with ASEAN.

| also hope that the Hong Kong-ASEAN Free Trade Agreement
will come into fruition as soon as possible so that Hong Kong
enterprises can enter the ASEAN market on better terms, which will
not only enhance the competitiveness of Hong Kong enterprises
in the region, but also play a greater role in promoting cooperation
among Guangdong, Hong Kong and ASEAN.

Building a harmonious and stable Hong Kong

Besides the challenges facing the economy, there have been
many disputes in Hong Kong over the past few years. The Occupy
Central movement, filibustering at the Legislative Council and
violent incidents in Mong Kok have not only affected the operation
of the HKSAR Government and the Legislative Council, but also
undermined social order and stifled economic and business
development. The recent oath-taking debacle at the Legislative
Council and advocacy of Hong Kong independence have seriously
violated the country’s constitution, contradicted the Basic Law,
and endangered national unity and territorial integrity. | absolutely
agree that the HKSAR Government must strictly deal with them
according to the law so as to restore order in Hong Kong as quickly
as possible.

| hope that all sectors of the society can concentrate on economic
development and improving people’s livelihood in the coming year.
We must put in more concrete efforts to promote Hong Kong’s long-
term development instead of wasting energy on political and internal
disputes that will stagnate Hong Kong’s economic development.
| also hope that, in March this year, the new Election Committee
will elect a new Chief Executive who loves the country and Hong
Kong and will strive to safeguard the “one country, two systems”
principle, resolutely curb Hong Kong independence, and genuinely
make concrete efforts for the well-being of the public, thus creating
a better future for Hong Kong.

In summary, there will be uncertainties as well as opportunities in
2017. In the new year, | sincerely hope that the business community
and society will unite and communicate rationally in order to put the
focus back on economic development and livelihood improvement
by actively participating in the country’s opening up and capturing
new opportunities arising from regional economic cooperation. €
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As the world’s second largest economy, China must adopt
a reform and liberalization policy that keeps up with the latest
development. The Free Trade Zone (FTZ) policy and the
“Belt and Road” initiative, for example, are strong answers
to our time. As the new approach of reform arrives, mutually
beneficial outcomes between China and other countries, as
well as a bright, diversified future are expected.
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Over the past three decades or so, China has grown from a low-income country to an upper-middle one.
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ver the past three decades or
O so, China is the one and only

emerging power nation where no
systemic financial or economic crisis had
occurred. The accomplishments made
since the country’s reform and liberalization
are indeed an unprecedented miracle in
economic history.

A pragmatic approach facilitated
the rise of China

Why did China make such achievement
possible in its transformation when Russia
and Eastern Europe faced repeated
economic slumps, stagnation and crises?
The difference has primarily stemmed
from the open-mindedness and pragmatic
approach adopted by China during its dual-
track and gradual transformation.

When reform and open-up first began,
many state-owned enterprises in China
could not survive without protective
subsidies. When transformation first took
place, the Chinese government continued
to offer the necessary protection and
subsidies to state-owned enterprises. At
the same time, access was relaxed for
the traditionally inhibited, labor-intensive
industries that matched with China’s
comparative advantage.

China’s opening to the outside world
followed a similar principle. For industrial
areas where China did not have a
competitive edge, necessary protection was
offered and access by foreign capital was
restricted. Labor-intensive industries with
competitive advantages, on the other hand,

were liberalized and investment promotion
was done to attract business collaboration.
Foreign operators and domestic private
capital were both welcome to enter the
market, and competition was encouraged.

Such a gradual and dual-track reform
and liberalization approach gave China
stability and rapid growth as it transformed
from a planned economy to a market
economy. Yet, the existence of various
market intervention resulted in issues such
as rent-seeking, corruption and uneven
distribution of income; this was the price to
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pay for the above-mentioned distinguished
accomplishments.

From protection to liberalization

China has grown from a low-income country
to an upper-middle one. Certain capital-
intensive industries have now become
its competitive advantages. Already self-
reliant in an open and competitive market,
companies in these industries should
be able to sustain profit on their own by
maintaining good management. At the
Third Plenary Session of the 18th Central
Committee of the Communist Party of

A EPFR
CHINA HENAN

R OARERNEE -

Bl

China (CPC), deepening the reform from
all aspects was proposed. Domestically,
the distortions left behind by the dual-track
transformation system must be cleaned
up; the price must be determined by the
market, which could then play its decisive
role in the distribution of resources.

Liberalization must be comprehensively
deepened and reformed, not only
domestically but also externally. The
proposal of free trade zones is made
to explore how to eliminate investment
restrictions. Except for a few areas that

ZZXEIE INSIGHTS

FZEH Xinhua

/=4 China enjoys a competitive advantage on construction of infrastructure so as to fulfill the need of countries along the “Belt and Road”.

involve national security which must
be controlled, other areas should be
liberalized. At the same time, the current
capital accounts should be opened up to
allow free-flow of capital.

To roll out these reform measures, China
first conducted regional pilots in designated
locations. If the outcomes turned out to
be satisfactory, the testing area would be
extended or even lifted to the national level.
Pilots with unfavorable impacts, on the
other hand, would be risk-controlled within
the experimental zone.
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Going international to vie for a
bigger right to speak

Based on the experience in reform and
liberalization, China should make fuller use
of the domestic and international markets,
as well as the domestic and international
resources. Internationally, China should
undertake its corresponding responsibilities;
it should also possess the corresponding
influence and right to speak on international
affairs and the formulation of rules.

At present, the international rules, which
conform to the interests and demands
of developed countries, were made by
developed countries headed by the US
after World War Il. If China is expected to
fulfill bigger obligation in response to the
changes in the global economic plates,
then it should be given a bigger right to
speak. China is now the world’s top trading
nation; it is either the first or the second
biggest trading partner for countries within
and around the Pacific region. Yet, China
was not invited to negotiate in the Trans-
Pacific Partnership, a new trade framework
led by the US. Obviously, this is America’s
move to protect its strategic advantage in
the Asia-Pacific region, as well as to ensure
the geopolitical and economical interests of
the US.

The concept and implementation
of Xi Jinping

Responding to this international setup,
President Xi Jinping proposed the “Belt and
Road” initiative to establish a collaborative
network to foster regional development that
spans from the East to the West, covering
Asia and reaching Africa and Europe. This
initiative branches off from infrastructure
construction and revolves around the Asian
Infrastructure Investment Bank (AlIB) and
the Silk Road Fund built for supporting it.

Developing countries in the Asia-Pacific
region desperately need to get rid of
the bottleneck of their infrastructures, a
point well noted and understood by the
Americans. To promote the construction of
the “Belt and Road” project, China founded
the AlIB. Even when the US has put
pressure on its allies and opposed to their
joining, 57 countries are now taking part in
AlB.

The three competitive edges of China
China has three competitive edges
when it proposed the “Belt and
Road” initiative. First of all, it enjoys a
competitive advantage on the construction
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Some well-known Chinese enterprises are ready to “go global”.



of infrastructure. Secondly, China
has sufficient funds to invest on the
infrastructure construction needed by the
“Belt and Road” initiative. Thirdly, China
has an edge in the development stage; it
is able to make use of the infrastructure
constructed for the “Belt and Road” to help
countries along the Belt to take up labor-
intensive industries. This in turn creates
employment opportunities and improves
export. Experience gained since WWII
suggests that developing countries that
could seize the window of opportunity in
labor-intensive industries to transform at the
international level will be able to experience
rapid growth over the next 20 or 30 years,
steering away from poverty, and becoming
medium or even high income countries.
The accelerated growth of these developing
countries will also be bringing constantly
expanding markets that are much sought
after by developed countries.

“Belt and Road” helps establish a
peaceful growth environment

According to the third national industrial
census, the Chinese manufacturing

industry now employs 125 million people.
There are adequate opportunities to allow
all the developing countries along the “Belt
and Road” to achieve industrialization
and modernization at the same time. The
“Belt and Road” initiative has received
enthusiastic responses from many
countries since its inception because
it is not only beneficial for China, but
is also able to create a peaceful global
growth environment. In turn, China could
make better use of the domestic and
international markets and resources at
home and abroad. The initiative also poses
a once-in-a-life-time growth opportunity
for developing countries, helping them to
achieve their dreams of industrialization
and modernization. The industrialization,
modernization and sustainable growth
of various developing countries will drive
the export, employment and growth of
advanced countries such as the US,
Europe and Japan. This will help them
reinvigorate their lackluster economy since
the financial crisis in 2008, taking them
back on the normal track of growth.

ZZXEIE INSIGHTS

To conclude, the FTZ policy and the
“Belt and Road” initiative are both new
reform and liberalization strategies that
progress with time. The implementation
of these strategies could enable a more
comprehensive market economy system
in China, and at the same time, create
a better external environment for China,
helping other developing countries achieve
their dreams of national industrialization
and modernization. They may also help
developed countries to come out of their
current predicaments. The implementation
of the “Belt and Road” initiative will bring
about a new order and layout that features
international peace, development and
benefits for all nations. ¢

The above is a summary of the keynote speech
made by Lin Yifu at the closing ceremony of the
Beijing Forum held in November 2016.
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Capitalizing on Hong Kong’s Strengths in

Belt and Road
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As a major node of the
“Belt and Road” initiative,
Hong Kong can leverage
on its advantageous
geographical location, open
economic system, wide-
reaching people network
and professional services, as
well as its alignment with the
global community to exert
its important functions and
complement the development
of the “Belt and Road”.
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As an international financial center, Hong Kong could provide financial
arrangements for infrastructure projects along the Belt.

ZZEIE INSIGHTS

n response to the national “Belt and

Road” strategy, the 15th “Going Out”

Strategy Forum for Chinese Enterprises
was earlier held at the Great Hall of
the People in Beijing. The Chamber’s
Chairman Jonathan Choi was invited to
present at the forum as a keynote speaker.
He gave an in-depth analysis of the unique
advantages and functions of Hong Kong
under the “Belt and Road” initiative, and
shared his insights on how Hong Kong and
mainland enterprises can join up in “going

»

out”.

An irreplaceable connector

Since the “Belt and Road” initiative was
proposed, the State has signed a number
of cooperative agreements on infrastructure
with economies along the Belt. Choi
reckons that Hong Kong could capitalize on
its role as an international financial center
and help make financing arrangements for
infrastructure projects along the Belt. He
believes that as the “Belt and Road” initiative
continues to grow, there will be more
transactions and investments using RMB.
As the biggest offshore RMB hub, Hong
Kong can provide more diversified RMB-
denominated financing and complementing
monetary services for investment and
financial projects along the Belt.

Choi also pointed out that Hong Kong
could offer much more than financial
support. Hong Kong’s expertise in the
professional services of accounting, legal,
construction and project management, for
example, is also widely recognized at the
international level. Professional support
can, therefore, be provided to the “Belt and
Road” initiative and help with the Mainland
enterprises to “go out”. It can also help
project the production capacity of the
Mainland to the international markets along
the Belt.

He cited Hong Kong’s highly developed
railroad system as an example. In addition
to providing Hong Kong with railway
services, our rail operator has also been
taking part in the running or management
of railways in the Mainland and overseas.
The advanced experience of Hong Kong
on transport management does not only
drive regional interactions in passenger flow
and logistics, but also effectively connects
the infrastructure industries of the Mainland
and those of the countries along the Belt.

Joining up companies in

“Going Out”

According to Choi, Hong Kong has much
more to offer in “the B&R Initiative” on top
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of exerting its financial and professional
service functions. It can also be an investor
and an operator, in particular in the ASEAN
region. Hong Kong merchants have been
investing heavily on ASEAN countries over
the years. Choi pointed out that as Hong
Kong is a major hub along the 21st Century
Maritime Silk Road, trade and investment
between ASEAN countries and Hong Kong
and the Mainland would become more
and more frequent. The role of Hong Kong
merchants in the ASEAN will become more
evident.

The ASEAN Economic Community
established at the end of 2015 would
further drive the unified growth of its 10
member countries. The new variable in the
Trans-Pacific Partnership (TPP) created
by the newly elected US president, for
instance, might bring positive impact to
the Regional Comprehensive Economic
Partnership (RCEP) and the Free Trade
Area of the Asia-Pacific (FTAAP) headed
by China. These frameworks that promote
liberalization in trade investment will
provide ample opportunities for deepened
cooperation amongst Hong Kong, Mainland
and ASEAN companies.

Choi also pointed out that while Hong
Kong companies have a superb network in
the ASEAN region, they are mainly SMEs.
By contrast, Mainland enterprises are more
sizeable with higher production capacities.
If they could be supported by the strengths
of Hong Kong companies in areas such as
product R&D, marketing, and distribution
channel development, the joint efforts will
be able to realize the “going out” together,
seeking bigger business opportunities in
the ASEAN.

Building a “cross-border
e-commerce hub”

Choi anticipates that as countries along
the “Belt and Road” will experience more
frequent trade and commercial interactions,
the middle class in the region will also
grow stronger and online consumption
will gain bigger popularity. He hopes that
Hong Kong, Mainland and Southeast
Asian enterprises can strengthen their
cooperation in e-commerce and team up to
expand the Southeast Asian e-commerce
market.

Choi had proposed to the Central
Government, that by incorporating the
goal of supporting the establishment of a
“cross-border e-commerce hub” in Hong
Kong in the State’s plan, an upgrade in
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the logistics industries in the Mainland and
Hong Kong would become possible. This
would further promote closer collaboration
in the industrial development in countries
along the “Belt and Road”.

Constructing the Guangdong-
Hong Kong-Macau Big Bay Area
As China’s “southern gateway” to the world,
Hong Kong is a major node along the
maritime Silkk Road. Choi stressed that to
put Hong Kong’s function and geographical
advantage into full play, strengthening our
collaboration with nearby Guangdong and
Macau is particularly important. As such, he
is an advocate for the establishment of the
Guangdong-Hong Kong-Macau Big Bay
Area.

Choi said that he has been supporting
strengthened collaboration amongst
Guangdong, Hong Kong and Macau as
this is the only way to bring out the best
of the three locations in the growth of the
“Belt and Road” initiative. In the CPPCC
proposal he put forward in last year, he
suggested accelerating the construction of
the Guangdong-Hong Kong-Macau Big Bay
Area by defining and allocating the functions
and positions of the three locations. For
example, Guangdong will be responsible for
developing high-end industries; Hong Kong
will be providing professional services; and
Macau will focus on developing specialty
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The advanced experience of Hong Kong on transport management connects the
infrastructure industries between the Mainland and those countries along the Belt.

business tourism. The whole bay area
would unite Guangzhou, Qianhai, Nansha,
Hengain, Hong Kong and Macau. Through
the setup of the “Belt and Road” initiative,
the big bay area could more effectively work
with Mainland enterprises in “going out”.

Choi reckoned that the economic and trade
potential of the Guangdong-Hong Kong-
Macau Big Bay Area would compare to
that of Tokyo Bay in Japan, the New York
Metropolitan Area and the San Francisco
Bay Area in the US. It would also consolidate
cooperation amongst enterprises in the
three locations through the construction of
the Guangdong Free Trade Zone and lift the
level of participation of various industries in
the “Belt and Road” initiative. In the long run,
the big bay area would be further aligned
with the ASEAN region.

Choi reiterated that Hong Kong shall
leverage on its advantages with China as
our hinterland and our strengths made
possible by “One Country, Two Systems”.
Supplemented by the solid strength of the
State in the scopes of infrastructure and
tangible industries, as well as Hong Kong’s
soft power in finance and professional
service, Hong Kong can surely put its
function in full play of “coming in, going
out” during the expansion of the “Belt and
Road” initiative. It will be joining up with
Mainland enterprises in exploring once-in-
a-lifetime business opportunities. &)
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Making Economic Progress in a Changing World
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Many “black swan” events appeared last year. With
US President-elect Trump assuming office, the US
continuing a cycle of rate hikes, and the RMB remaining
under pressure at the beginning of the new year, what
will be the implications for the future global economy?

PIE
Chris Leung
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hen analysing 2017’s trends, Chris Leung, Executive
VV Director and Senior Economist of Group Research

at DBS Bank (Hong Kong), believes that the US will
always be a key factor. Whether the US raises interest rates or not
is the matter of greatest concern to the market. Leung believes that
we can draw inferences from what Trump said before and after the
US presidential election, of which there are two points worth noting:
one is promotion of national infrastructure policy; the other is the
candidacy for the US Fed Chair.

US dollar to strengthen due to infrastructure
construction and rate hikes

Leung agrees that it is really necessary for Trump to drive
infrastructure construction. He cited New York as an example,
pointing out that the facilities at John F Kennedy International
Airport are aging while its underground railway is already more
than a century old. Although infrastructure renewal will help
economic growth, many people are concerned that it will result in a
significantly wider budget deficit, thus driving interest rates to go up
sharply. Because the Republican Party now has control over both
houses of the US Congress, he envisages the possibility of Trump
succeeding in driving infrastructure construction is high.

On the other hand, years of quantitative easing in the US has
resulted in large capital flows, most of which has entered the
bond market, causing a bubble to form. Leung pointed out that
US Fed Chair Janet Yellen’s unwillingness to raise interest rates
was precisely because of her concern over bursting the bubble. In
the past when the stock market was in downturn, Yellen also did
not push hard to raise interest rates. People therefore considered
her ‘market-friendly’. However, Leung does not expect her to be
reappointed when her four-year term as US Fed Chair expires.
Hence, he anticipates a higher-than-expected rise in interest rates
in 2017.
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Leung anticipates that the greenback would strengthen under the
influence of two major factors in the year ahead: rate hikes and
infrastructure construction. In Europe, politics will dominate the
economy, given the British exit from the EU as well as the EU’s
internal instability and economic downturn. The risk of sustained
euro depreciation will get higher and higher, which will also reduce
the chance of a weaker US dollar.

RMB depreciation will help China’s economic
development

With regard to the recent sustained pressure on the RMB, Leung
believes that RMB depreciation is not a bad thing; it may even be
a good thing in the short term. This is because it comes during
the US presidential transition, when very little political capital can
be made out of RMB depreciation. Instead, it provides bargaining
chips for future negotiations.

In the medium to long term, RMB depreciation will affect the
operation of the entire market ecology. Leung pointed out that the
amount of capital needed by the country’s economy is about the
same as its annual GDP growth in value terms. In 2015, the amount
of money in the Mainland was RMBOO trillion more than what its real
economy needed, compared with an average of only RMB?7 trillion
to RMBS trillion in the past 20 years. In the present context, as the
Mainland’s annual monetary growth rates are still in the double-digit
territory, finding ways to digest this excess capital has become a
key issue for the country.

These funds will flow into the markets; the most obvious is the
property market. This system will continuously produce more
money, which may flow out in addition to the Mainland property
market. The RMB therefore will not hit bottom in the near term.
Leung said, “When making the choice to produce this amount of
capital, the Central Government has, in fact, also chosen its future
direction as well as the exchange rate movements of the RMB.”

Leung added that the debts of the Government and state-owned
enterprises amount to twice the GDP. In contrast, household
debts add up to less than 40% of the GDP. Thus, the Government
wants to assist state-owned enterprises to restructure their debts
by encouraging property ownership. Therefore, Leung anticipates
that the Mainland property market would still have much room for
growth.

Unlikely for Hong Kong'’s property prices to fall

While the global situation has far-reaching effects on Hong Kong'’s
economy, Leung pointed out that due to the important Mainland
factor, Hong Kong’s property prices may not necessarily fall even
if US interest rates are to go up. He explained that because the
Mainland’s funds need to find an outlet, as long as the RMB
continues to depreciate, the funds will continue to move southward
to offset the impact of US interest rates.

Leung pointed out that Hong Kong’s current economic
fundamentals are sound and its job market is stable. Under Hong
Kong’s linked exchange rate system, the strength of the US dollar
may have an impact on the competitiveness of local enterprises.
Fortunately, lower retail rents will help ease overall cost pressures.
He also stressed that faced with these external and local economic
challenges, the industrial and commercial sectors should join hands
to get out of the predicament. &
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Martin Liao, Legislative Council Member,
Commercial (Second) Functional Constituency
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If the Government considers it necessary to change the IPO
mechanism, | believe that it should first regulate the impact
assessment and analyze the cost-effectiveness involved,
including the impact on different stakeholders such as the
society, business community and regulatory bodies.
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s the scale of global financial
A markets is getting larger, operating

conditions are becoming more
complex. Coupled with the substantial
increase in the need for emerging industries
and high-tech enterprises to raise capital
in the stock market in recent years, Hong
Kong indeed has to explore matters relating
to improving the listing mechanism in order
to ensure that its regulatory decision-
making process, governance structure and
efficiency are able to meet the needs of
the rapidly developing market. Regrettably,
some of the major reform proposals in the
consultation paper on listing policy are not
amply justified and are also controversial.

Regulatory reform hinders SME
financing

Free market principles and appropriate
regulation are the cornerstones of Hong
Kong’s economic success. Any hasty
changes made to the listing mechanism,
such as adding unnecessary obstacles,
could make it difficult for SMEs to raise
capital and impede their development. In the
long run, it will also undermine Hong Kong'’s
competitiveness and its position as an
international centre for business, trade and
finance.

The consultation paper proposes to
establish two new committees under
the existing listing regulatory framework,
i.e. Listing Policy Committee and Listing
Regulatory Committee. The former will
steer the overall listing policy, while the
latter will mainly deal with the approval of
complex listing applications. Depending on
the complexity and suitability of the listing
applications, the Listing Department of the
Hong Kong Exchanges and Clearing Limited
(HKEx) will determine whether to forward
them to the Listing Regulatory Committee or
let the original Listing Committee continue
the approval process.

Adding two new committees will
provoke concerns

| have four areas of concerns regarding
the addition of these two committees
and the related allocation of powers and
responsibilities. Firstly, the consultation
paper has not provided a detailed definition
or specific description of what is meant
by “suitability”. The new proposal has also
failed to clarify how the Securities and
Futures Commission (SFC) will co-operate
with the Listing Department to ensure that
only cases concerning suitability and having
an impact on the listing policy will be referred
to the Listing Regulatory Committee. This
will affect approval efficiency as the Listing
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Department has to determine whether
the applications have suitability concerns,
while the SFC may become conservative in
approving applications in order to reduce
errors and tend to reject listing and financing
applications that are seemingly complicated
or unsuitable. Hence, this will affect Hong
Kong’s position as a financing centre and
hamper the financial sector’s long-term
development.

Secondly, under the existing mechanism, all
listing applications will be submitted to the
HKEX’s Listing Committee for approval. The
SFC only has veto power to reject listing
applications. This relatively simple regulatory
model offers “front and back protection”
and has clear division of duties. Moreover, it
provides checks and balances for the entire
listing approval process. However, the new
proposal divides the existing application
process into two, making the listing
application procedure more complicated,
which will affect the efficiency of approval
and slow down the decision making
process. This will only lead to duplication
and redundancy.

P

201741H

“Second line of defense” becomes
approval decision-making

Thirdly, the proposed Listing Policy
Committee and Listing Regulatory
Committee will be composed of eight and
six members, respectively, all of whom will
come from the SFC and HKEx. Compared
with the existing 28-member Listing
Committee, the eight-member Listing
Regulatory Committee clearly lacks industry
representativeness and comprehensive
expertise. At the same time, with the
power overly concentrated in the hands of
a small number of people, the committee
may not be able to balance the needs
and interests of different industries in the
listing approval process. In addition, as
half the committee members will be from
the SFC, it will indirectly change the SFC,
which originally “provides the second line of
defense”, from an independent regulatory
body into a frontline approval decision-
making department having full control of
listing policy matters. This will lead us from
the current disclosure-based regime back
to a regulator-based one, which would be
inconsistent with international practice.

Finally, as mentioned in paragraph 28
of the consultation paper, the HKEx’s
Remuneration Committee will take into
account the Listing Policy Committee’s
evaluation when determining the relevant
remuneration. In other words, the
proposed Listing Policy Committee will
control the performance appraisal of the
Listing Department’s senior executives. If
the Listing Department has to obtain the
SFC'’s prior approval on bonus distribution
and promotion matters in the future, the
department’s decision making would
be subject to the SFC’s control for fear
of offending it, which will indirectly allow
the SFC to intervene in the HKEX’s daily
operations. This will make people think that
the SFC exerts pressure on the HKEx’s
senior executives.

Better to focus on FinTech
development

In summary, the consultation paper has
failed to provide a convincing solution.
It also has not explained why the
recommendations put forward are more
appropriate. If the Government considers it
necessary to change the IPO mechanism,
| believe that it should first regulate the
impact assessment and analyze the cost-
effectiveness involved, including the impact
on different stakeholders such as the
society, business community and regulatory
bodies. With regard to the “stocks of shell
companies” and “shadow accounts” issues
that have attracted market attention, |
believe that a more effective response is to
formulate targeted laws for regulation, rather
than change the existing listing regulatory
framework, which is time-consuming and
misguided. In my view, it is imperative for the
Government to focus on the development
of financial markets, especially in the area
of financial technology, so as to provide a
suitable financing platform for innovation and
technology enterprises in order to attract
more of them to get listed in Hong Kong,
thus injecting new impetus into the Hong
Kong economy. &

This is a free translation. For the exact meaning of
the article, please refer to the Chinese version.
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Should you have any comments on the article,
please feel free to contact Mr Martin Liao.

ik Address:

ERAPBIDAGE 1 RIERRAAETO3E
Rm 703, Legislative Council Complex,

1 Legislative Council Road, Central, Hong Kong
BEE Tel: 2576-7121

{8 & Fax: 2798-8802

EEP Email: legco.office.liao@gmail.com
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Technological Innovation Helps
Businesses Blaze a Trail
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“Son of the Star” Stark Chan shot to international fame
with creative inventions in his school days. His quest for
innovation continued after graduation. Keeping up with latest
developments, he has made a career helping companies
to transform their business and maximize value with smart
phone apps.
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Chan's company has launched nearly 100 apps since coming into operation.
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Chan shot to international fame with creative inventions in his school days.
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Chan was awarded the medal of BBS to commend his
contributions in advancing innovation and technology.
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and CEO, has been fascinated with new discoveries

and inventions. In 2004, he won an award in the
Intel International Science and Engineering Fair for his smart
security robot. In recognition, MIT-Lincoln Laboratory named
an asteroid after him in the following year, and he made a
name for himself in Hong Kong.

S ince childhood, Stark Chan, Bull.B Tech founder

Victories in entrepreneurship competition provide
business capital

Chan did not do too well in the HKCEE but he was admitted
to the Hong Kong University of Science and Technology
as an exceptional case. During his college years, he won
a competition with an electronic menu app. This success
motivated him to start his own business. He formed a
startup with partners six years ago, and was appointed
a member of the Advisory Committee on Innovation and
Technology in 2015. In July last year, Chan was awarded the
medal of Bronze Bauhinia Star to commend his contributions
in advancing innovation and technology.

The first and biggest challenge faced by this young business
owner was how to raise capital. All his founding capital
came from prize money he won at competitions during his
university years. Later, the company successfully joined the
Cyberport Incubation Programme with its i-menu app. The
programme provided rent-free office space for two years and
financial assistance, which solved the problems of capital
and location.

Digital marketing: a trend of the future

Young people are full of creative ideas. Leading his young
IT team, Chan offers software solutions and services to
corporate clients. The company has launched nearly 100
apps since coming into operation. He points out that
digital marketing is mainly applied in the consumer market.
The focus is to develop creative concepts with new-tech
features.

According to Chan, when PCs, smart phones and tablets
are part of everyday life, advertising should not be restricted
to print media. He pointed out, “We are inundated with
ads on MTR station walls, building fagades and the like.
They are one-way communications that lack interactive
features. By contrast, digital marketing and promotion can
align with the target audience. Young people, in particular,
like to exchange and share, and the Internet is an excellent
interactive platform.” One can also integrate digital marketing
with physical platforms. For instance, lucky draws, games
and online Q&A sessions can be launched on Facebook to
promote interaction with the public to enable penetrating
marketing.

The most successful example recently must be the Bluetooth
karaoke microphone. Chan says the marketing tactic is really
simple: celebrity effect. Celebrity users were asked to try the
product and share their experience on video online. Aided by
the amazing speed that messages circulate on the Internet,
the product was an instant hit.

Process automation for long-term effectiveness

Chan points out that companies can streamline work
processes by upgrading and transforming their business



with IT solutions. For example, Bull.B Tech designed an app
for an insurance company that allows customers to open
new accounts by entering simple personal information.
They can also purchase insurance products with the app.
Operation efficiency is greatly enhanced.

Citing another example, he says cafés can explore
electronic membership cards. Members can accumulate
bonus points with smart phone apps and member
privileges are launched regularly to build customer loyalty
and brand image. “Digital marketing is well-developed
now. Although it costs more than traditional advertising,
the impact continues beyond the promotional period. The
effectiveness so achieved is a long term one.”

Smart phone app keeps the wholesale fruit
market abreast of times

Many companies are skeptical about older customers’
adaptability to new technology. Chan said, “This statement
is out of date. They use the Internet as much as the
younger generation.” The Yaumatei wholesale fruit market
is a traditional sector that operates like an exchange. While
it is true that traders are relatively older in age, users’
cyber literacy is not the only factor to consider when it
comes to advancing technology. There should be products
customized to their specific needs.

#7—1X YOUNG ELITES

Bull B. Tech designed an app for the Yaumatei wholesale
fruit market. Users can upload photos and potential buyers
who are interested can click that image and communicate
with the trader directly. As long as traders offer quality
fruit at reasonable prices, it is easy to match up deals.
After confirming the transaction, the trader will request an
invoice from the management system. When the buyer
pays by credit card, the transaction is completed. The
wholesale fruit market app also allows users to form groups
to chat. Chan stresses that it is not possible to adopt the
e-commerce model like Taobao because fruit prices tend
to fluctuate; thus, a customized app is required.

Innovation and transformation a must for
businesses

Technology is all about continued innovation, so is business
operation. Many traditional companies have transformed
their business processes by employing new technologies
in recent years. Chan says even the most successful
enterprise cannot afford to be complacent. The Innovation
and Technology Commission introduced the Technology
Voucher Programme (TVP) last November to subsidize
local SMEs in using technological services and solutions to
improve productivity or upgrade and transform business
processes. He thinks that SMEs should capitalize on this
great opportunity to establish a business presence in the
international arena. €
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MmREE R A ST ZE Y
Making Breakthrough:
Key to Brand Development

Brand design involves professional knowledge

mEFFHE—FIEEEM » RRABK
=Bt WE{E%;&{.—P?%)( 57 o and specialists’ know-how. To build a strong
an foothold in the market, meticulous planning must
7= |:| 53 - A aE . .
/_Jj_:\i Dii 7z 5 ”;E EmBEk - X be taken care of in every aspect: as minute as
iE R mER R %\Bﬁ'ﬁ A0 the design of a brand logo, product packaging
REl > A eeEIE LU S(ER - and as grand as store front decoration and

brand image.
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Success Story: Fortune Cat
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Success Story: Monbo Wonton
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Brand Upgrading
Increase Commercial Value

www.angusdesign.com.hk

#% Angus Wong

CGCC VISION  JAN 2017 37



7535 E i TALKING BUSINESS

FRINEE : BRE
Success Story: Pak Shing Tong
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Kong brand strategist, “Brand design is not a

rescue model that emerges after a crisis. Instead, it
is a long-term plan for the brand as a whole.” Although the
Mainland has witnessed rapid economic development, not
many companies dare to tap into this vast market. Wong
travels much between Hong Kong and the Mainland. He
agrees that the Mainland market is not one that can be
entered in haste. Companies must be very well-prepared to
hit their targets.

Q ccording to Angus Wong, renowned Hong

Teaming up with local employees

Noting the cultural difference between the Mainland and
Hong Kong, Wong reckoned that getting locals on board
of the team is of utmost importance. They are familiar
with what the market demands and how it runs. Technical
issues relating to law, such as licensing, can be dealt with
much more easily. Wong shared that “different markets in
different parts of China feature very different characters. If
first or second tier cities seem too difficult, third and fourth
tier ones may be a good starting point.”

Brands that successfully tapped into the
Mainland market

Wong quoted Monbo Wonton of Shenyang as an example.
Monbo first underscored the corporate core values of
“authenticity” and “warmth” to optimize the shop front
and logo design, etc. It was then followed by developing a
delivery service for frozen wontons, which was promoted
with an illustrated comic. Thanks to the presence-
generating strategy, the customer base was extended
beyond Shenyang before the brand physically arrived at
another location.

He further said, “The name of Monbo Wonton was heard
and known by some customers before they have seen the
actual shop; some had even tasted their products and used
their services. When the brick and mortar shop lands on a
target city, both the time and costs for promotion can be
saved. Furthermore, products that complement the theme



of the brand can also be rolled out to form an industrial
chain, so that an originally unidirectional development
path can grow systematically.” This year, the wonton shop
successfully went south and opened a branch in Shenzhen.

“Fortune Cat”, on the other hand, is a Hong Kong
brand that made its name in the Mainland market after
undergoing the brand design of Angus Wong. Wong turned
the concept of “dreams come true” behind the auspicious
cat into a "go-to" gift. A small store that was set up to
specialize in pottery fortune cat decorations and gifts is
now transformed into a mid-high end gift boutique with
branches in Hong Kong, the Mainland and Taiwan.

Brand image established from point to plane
Competition amongst brands is ever more heated. In light
of the cutthroat competition, Wong pointed out that the
key to victory lies on the ability to predict future habits.
"We have to stay at the forefront of the market with our
corporate clients, and constantly adjust ourselves in
response to the changes.”

Yet, many companies do not have a clue of where to get
started when they want to upgrade their brands. Wong
suggests starting by asking two questions: What are
you selling? What is your selling point? “By posing these
questions, companies can find out what the most profitable
aspects in their businesses are. That is where brand
upgrading should start from. Take for example cell phones.
The strengths and weaknesses of the product should be
first analyzed to identify the selling points. The next step is
to launch accessories related to the phone and gradually
build a culture that belongs to the brand.

Bringing innovation to the brand culture helps retain the
customer base that can grow into a circle of fans. The
image and tastes embedded in the brand can be built with
the identities and social status of this group of customers.
Wong said, “This is a point-to-plane transformation which
slowly grows the brand to a big verdant tree.”

755 E i TALKING BUSINESS

Physical store complements e-commerce

With internet stores and online shopping being all the rage,
there are countless electronic merchants on WeChat. Yet,
Wong believes that, the “battlefield”, after all, goes back to
the competition amongst physical shops. The combination
of brick and mortar shops with online marketing is the
way to go for today’s brands. Wong called on leadership
of companies to have confidence in their products and
services, a long-term approach that lasts five to ten years
and dogged determination.

Wong stressed the importance of determination. “If a
company is not adequately determined, efforts could be
easily wasted. The leadership of a company must know
about developing the brand image as well as protecting the
company’s intellectual property when they offer direction
for the team. To really get control of the future, they must
also consider market trends.”

Brand success depends on trilateral
cooperation

Having worked in brand strategies for a very long time,
Wong said, “It takes much more than one designer’s
efforts behind each successful case, each of which is the
joint outcome of the designer, the brand strategist and the
corporate leaders.”

He understood that certain companies could be anxious
about the abandonment of traditions as a brand undergoes
transformation. Yet, he emphasized that the essence of
brand design lies on “breakthrough” — breaking through
the problems of a company instead of breaking away
from traditions. Last but not least, Wong concluded with
the example of a century-old local herbalist Pak Shing
Tong. The main axis of upkeeping holistic well-being
through nourishment runs through the whole brand reform
project of Pak Shing Tong. This direction does not only
preserve traditional values, but also incorporates elements
of East meets West, which corresponds to the current
development trend of proprietary Chinese medicine, giving
new vitality to the century-old brand. &
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Animation Industry Shifts Towards
“Pan-Entertainment”

IMERRBBERE “BREH7 & Animation, which is widely popular
TR A BB E RS /LE  among young people,l is highly sought
MEoiEm b EBHIS ST Ak 2N after by the cultural industry market.
%T %ﬁhﬁ%ﬂ/\xﬁ%ﬁ’]%fﬁ%; However, apart from the quality of
EmABMBERRSIN  MGHER works, market promotion and

EIErE mmER I AR A o development of peripheral merchandise
are also essential.
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initially provided processing services for foreign animation

works. Subsequently, the company collaborated with well-
known cartoonists from the Mainland, Hong Kong and Macao to
launch animated films, such as Storm Rider: Clash of the Evils,
which was adapted from Ma Wing-shing’s Fung Wan. Gordon
Chin, Chief Executive Officer of Puzzle Animation Studio, said
gratifyingly: “Puzzle made China’s first animated film.” After 2009,
Puzzle began to focus on its own original works.

F ounded in 2005, Shenzhen-based Puzzle Animation Studio

Filing a market gap

One of the best among Puzzle’s original works is Ori-Princess,
which started showing in 2011. Featuring a Chinese Palace and
a Qing dynasty princess as the protagonist, the animation TV
series have a lively and delightful plot while not lacking in the
heritage of traditional Chinese virtues. The reason for its popularity,
Chin believes, is that there had been very few young girl-themed
cartoons in the Mainland prior to 2011, so there was a gap in the
market segment. Ori-Princess targets 6 to 12-year-old girls, which
precisely satisfies the market needs. Since its release, Ori-Princess
has also attracted office ladies who are 22 years of age or older,
as well as young mothers who closely follow the series with their
children, which broaden the audience base of the series.

Chin pointed out that the success of an animation hinges on
promotion and publicity. Many meet-and-greet sessions and
shopping mall activities had been organized to promote Ori-
Princess. He revealed that with the release of Season 3, the
characters will join the host to visit school campuses. Chin said
jokingly: “I am like an agent for artistes, arranging for them to attend
various activities to increase their exposure.” Crossover production
with well-known groups or artistes has been a popular promotional

approach in recent years. Chin is also active in this regard; for
example, Ori-Princess earlier collaborated with Yan Oi Tong and
Sugar Club to shoot 10 short environmental films.

Stepping up development of peripheral merchandise
Chin believes that animation works should step up the development
of peripheral merchandise to not only satisfy the needs of fans, but
also further increase popularity. Ori-Princess is a case in point. M &
C Toy Centre, Puzzle’s parent company, has rolled out action figures
and girls’ dolls based on the series’ characters. In this regard,
Artificial Intelligent Football GGO, another animation series, takes
it to a higher level. Each character in the series has unique skills.
Other elements include drawing game cards to strengthen their
abilities. Chin explained that the creative intent is to derive more
peripheral merchandise, such as card games and board games.

Chin pointed out that in 2010, when producing original animation
works, Puzzle wanted to promote toy products. However, as
children’s spending patterns are different today, it will shift its focus
to the mobiOle gaming market in the future.

“Pan-entertainment” model of development

Turning to the future direction of development, Chin said that the
company will continue developing traditional media broadcasting,
new media streaming, toys, peripheral merchandise, mobile
and online games, etc, and will try out innovative promotional
approaches, such as using the currently very popular Key Opinion
Leader (KOL), to attract interest and discussions. Chin believes that
when an intellectual project is completed, a full range of operations
should be conceived and progress concurrently in order to fit in with
the Mainland’s latest “pan-entertainment” model of development for
sustainability and staying relevant all the time. &
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commerce in Guangdong, Hong Kong and Macau was held in the

Chamber. Representatives from many chambers in the three places
joined together to explore how to promote the liberalization of free trade
and explore the business opportunities under “the Belt and Road” Initiative.
Speaking on behalf of the Chamber, Chairman Jonathan Choi said the
Hong Kong could make use of its advantages as an international financial
center, to provide fund and supporting financial services for “the Belt and
Road” Initiative projects. (23/11) €

T he 17th high-level roundtable meeting among major chambers of
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Reception of
Guests

1. PERCESRBIHRRIIDE (£) (6/12)
Liu Yajun (left), Deputy Director-General of the
Economic Affairs Department of the Liaison
Office of the Central Government in the HKSAR

2. BEMNWAREZEBEEHENE (ER)
(9/12)
Zhao Xiaosui (fifth from left), Deputy Director
General of the Standing Committee of
Guangzhou Municipal People’s Congress

3. RMPBFEMERRSIER (1)
(19/12)
Qi Caijun (second from right), Deputy Secretary-
General of Taizhou Municipal Government
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4. BENEIRZREETERNRERER/RER
(RIgEAT ) (21/12)
Wang Wei (fourth form right, first row), Deputy
Director-General of Land Resources and Planning
Bureau, Guangzhou Nansha Development Zone

5 HEIMKMIEZELBEEZSEEF Maxim
Chereshnev (#1) (23/12)
Maxim Chereshnev (middle), Chairman of the Board
of Russian Trade & Economic Development Council

6. ImTEEFRAEHE AR ALME Livia Leu (72 )
(29/11)
Livia Leu (left), Ambassador of Federal Department
of Economic Affairs, Education and Research of
Switzerland
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Celebrations
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he Ladies’ Committee held a Christmas Party at the
| club house of Leighton Hill. Among the guests were
Song Wei, Deputy Director of the Coordination
Department of the Liaison Office of the Central People’s
Government in the HKSAR (LOCPG), LOCPG Division
Officer Niu Hua and Consultant Tang Huaping, as
well as representatives from ladies’ committees of many
organizations. The party was featured by team games and
karaoke singing sessions.

The Young Executives’ Committee organized a Christmas
party. Participants exchanged gifts in a lively atmosphere. The
seven District Liaison Groups co-hosted a party for members
to celebrate the Christmas. Programs in the party attended by
over 550 included performances by the chorus formed by the
groups, as well as beer drinking competition and lucky draws.
6,7,16/12) €
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Members’
Activities
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Kowloon East District Liaison
Committee organized a two-day trip
to Zhuhai. During the trip, they visited
tourist attractions including the Meixi
Royal Stone Archways tourist area,
Putuo Temple, Zhuhai Agricultural
Wonders and Jie Xia Zhuang.

KR=AZESEPNEEEERK
RNBE BEZNBEERAE
MEENBEENEFEERE
SHARBER  HEEEREER
% - (7/12)

PRD Committee organized a briefing
session about the Hengqin Free Trade
Zone. Officers from the FTZ were
invited as guest speakers to talk about
the latest updates on the concessions
and policy of cross-border capital flow.





