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If anyone had forgotten how quickly the global
economy can change direction, the last six
months will serve as a good reminder. The world
is now in its deepest recession since the 1930s,
and global trade is shrinking at its fastest pace in
80 years. As an export-oriented economy, Hong
Kong is not immune to the worldwide downturn.
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Although the services sector accounts for more than 90 per cent of
Hong Kong’s GDP, our economy is still overwhelmingly dependent on
trade. Manufacturing and trading activities directly contribute more than
20 per cent of our employment and 25 per cent of our GDP. These
sectors also indirectly contribute much to other businesses: for example,
logistics, transportation, finance and insurance. With the sharp decline
in our exports, we are faced with the most severe economic challenges
since World War II.

That said, we are somewhat encouraged by the unique position of the
Chinese mainland. Despite a double-digit decrease in exports in the first
few months of the year, China‘’s economy is expected to grow by eight
per cent in 2009. With the largest foreign reserves in the world and a
small budget deficit, the mainland government has launched a robust
stimulus package of Rmb4 trillion. This, together with the gradual
loosening of bank credit, will help boost domestic demand, first in
infrastructure and construction, followed by general consumption.

Raising domestic demand on the mainland should not be seen as just a
short-term measure to cope with the current external shock. Instead, it
should be regarded as a long-term strategy to shift away from over-
reliance on exports to the developed world. The imbalance that
contributed to the current crisis — overconsumption in the West and
over-prudent savings in the East — is not sustainable.

Even after the current recession, consumers in “rich” countries,
particularly in the United States, will remain overshadowed by the

HARBELHETEAMAERLENLERS
90%  ERMHEBMABERBLOES - &
BB 20% M B 2 AAM25% A £ #y AN 3 A FE 48
B OREHERESTE -REREHTERE
AEMITE PIYR  E& - SRMRR) 8IEF
o REAKESFRER - AL HAZET
HEARB BN B ZIRRBIR R IR D -

BERLRY RMADEAEFE EDRIAAE
FrEZBMAIMHRRE - BNt HAREESF
EEUEA RS BT IR (ER{E2009F HE
BB IS8 %MK - PEBEAERR LR
BINERE MBIRERBLBRT B E LR
WA PR R 4B E T A RERI L
ERR - MERTEEELIRR SHBHERR
BETEMNER EMAAALEE-

HPBTEE AR BMATH T EEILRT
EEEMMBEMETHERER - B S
ZeBIMEENERRER FENCBEEBER
BHEBHEERRL OS8R B K- BEEED
ER EEARASBEZEBREEEMNRDAMRE
LRI &R T EZ K AR B K EAR

BEEERRE —BR% BEEMER CLHEXE)
FHEEBERENKREE NEEZTER
bt AHOEZ T MBEIR - EEEERER VA
fEHFEET - PRI W R ERAEENZ RO
% hEEATREENEL MEHRFEAL
M5 ARRSEBHYEEOEEES-

HEEERBT ZEEERAENEDFTBELEAE
ERBRESEREBRM -RTEINEEER &
IS B AT

BEANM EETBRE
RTHBERESEEOTEORE - HAEEa+
RBFRIBANFTOERKEIRTESE EHAE
RAENBEETSFRLABIVR  RSEN
WEVIHERR

TDC Chairman Jack So delivers a speech at the opening
of the 12" Beijing-Hong Kong Economic Cooperation
Symposium in Hong Kong on 26 November 2008
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excessive borrowing of the recent past. Asia’s export-led economic
growth model must be adjusted. By focusing more on the mainland, the
largest potential market in the world, as well as our hinterland of
production, Hong Kong is much better positioned to weather the crisis
and succeed in the new era of global development. By adopting this
strategy, the TDC can help make Hong Kong stronger when the current
crisis is over. To do that we shall focus on the following areas:

Developing the Chinese Mainland Market for Hong Kong Brands
To help counteract the drop in exports during the financial crisis, we
shall align our focus with the Central Government’s efforts to increase
domestic consumption. To help Hong Kong companies boost domestic
sales on the mainland, we must also assist them to build their own
brands with consumers.

Leveraging on the brand-building momentum on the mainland that we
have achieved over the years, we played to the strengths of Hong
Kong's reputation as a lifestyle trendsetter. For example, the TDC held a
large and well-received business-to-consumer show in Hangzhou in
November, and we also put together a special-event consumer products
trade show in Guangzhou in March. This latter show was to assist Hong
Kong manufacturers affected by cancelled orders abroad to find new
local buyers for their products. The event drew more than 140,000
visitors over four days.

We will continue to organise similar events that will help Hong Kong
products find mainland buyers in the short term, while building brands
for the longer term. We have supplemented these efforts by publishing
domestic marketing guidelines to further aid Hong Kong companies.

Bringing Hong Kong Products to Promising Emerging Markets
While the outlook for traditional markets in the West remains gloomy in
the short term, there are selected emerging markets relatively less
affected by the global downturn. The TDC is constantly trying to identify
these targets and bring Hong Kong companies to such new frontiers.

One such destination in 2008/09 was Budapest, Hungary, where local
companies teamed up with Guangdong manufacturers to present
lifestyle products from Hong Kong and the mainland to this key Central
European market. The show was such a success that Guangdong has
already booked its place to partner with us next year in Eastern Europe.

Another key market is the Middle East, where our fifth annual Style
Hong Kong Expo in Dubai last December served to entrench Hong Kong
as a sourcing centre for the region’s buyers. For this trip we added
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Tehran, providing our delegates with a rare opportunity to visit the
Iranian capital. This country will likely be an important future emerging
market for Hong Kong.

We also continue to recognise possibilities in Latin America. A Foshan-
Hong Kong delegation to Brazil was organised in March 2009,
emphasising the partnership between Hong Kong and the Pearl River
Delta in providing goods and services.

Promoting Hong Kong Services at Home and Abroad

To be competitive during the financial crisis and beyond, Hong Kong
businesses will have to move up the value chain to deliver higher value-
added products and services. This does not necessarily mean investing in
expensive high technology. Real value is often realised through innovation
to increase productivity and design and establish brand loyalty.

This past year, we promoted Hong Kong services across a wide spectrum,
including creative industries such as industrial design, to help SMEs acquire
the competitive edge necessary for success in developing new markets.

In January we co-organised the 2009 Asian Financial Forum with the HKSAR
Government, which brought in more than 1,000 delegates from 28
countries and regions, including nearly 300 from the mainland. The event
drew influential finance industry figures such as Jim Rogers and Stephen
Roach, and helped cement Hong Kong’s position as Asia’s financial hub.

Returning to the Middle East, we gathered a good number of Guangdong
construction companies and Hong Kong architects and project
management specialists, bringing them to four cities in the region.
Promoted as an Infrastructure Real Estate Services total solution, the
delegation demonstrated the effectiveness of Hong Kong’s management
expertise working with Guangdong’s project execution capability.

On the creative side, we were particularly satisfied to see our exhibitor
and visitor numbers remaining robust for Entertainment Expo 2009. The
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Ningbo Mayor Mao Guang Lie welcomes the Chairman
to the 2008 Ningbo-Hong Kong Economic Cooperation
Symposium in September. The two leaders discussed how
Ningbo private enterprises can use Hong Kong's business
platform to reach out to overseas markets
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event reinforced Hong Kong's reputation as the premier entertainment
market for transactions not just in films, but also TV, music and digital
entertainment. Investors and buyers came from more than 50 countries
and regions. Many were particularly interested in co-production
opportunities targeting the mainland market.

Positioning Hong Kong for the Future

Looking ahead, we see a number of specific opportunities to further
Hong Kong interests, and are now making the necessary efforts to
realise these possibilities.

With our Taipei office becoming operational in late 2008, we are well
underway to positioning Hong Kong as a trade platform for Taiwan's
SMEs, while also promoting Hong Kong service industries to companies
on both sides of the strait.

To help Hong Kong companies take advantage of the mainland’s Rmb4
trillion stimulus package, we have published a study detailing how Hong
Kong suppliers in areas such as infrastructure, construction, real estate
development, environmental protection, exhibitions and logistics can
benefit from the massive investment. We are now developing plans to
help these companies follow through on the study's recommendations.

Our close working relationship with Guangdong’s Department of
Foreign Trade and Economic Cooperation has resulted in the formation
of a long-term Hong Kong-Guangdong cooperation arrangement. An
MOU was signed in February that included cooperation in local and
overseas trade promotions, online and publications, SME training and
business information exchanges.

Conclusion

Despite the difficulties in 2008/09, | remain optimistic about the future.
Perhaps more than most other cities, Hong Kong has a history of
responding to economic challenges and bouncing back stronger than
before. Faced with a situation that tests her abilities to rethink and
reform, Hong Kong is already laying the groundwork for a successful
future role on the world’s stage. The TDC is honoured to play a part in
this transformation.

| should add that we can only achieve our goals with the support of the
HKSAR Government, all of our friends and clients in the industrial and
service sectors, and last but not least, the continued good guidance
from Council members and dedication of our staff.
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THE HAMBURG SUMMIT
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The Chairman addresses delegates at the Hamburg
Summit on 11 September 2008. There, he outlined how
Hong Kong can help international companies realise
opportunities on the Chinese mainland
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