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EXECUTIVE SUMMARY

HONG KONG

Hong Kong enjoyed a positive business environme2008 but the adverse
effects from the global financial crisis that begathe fourth quarter will
show its full impact in 2009, affecting over thigpearters of AmCham
member companies’ performance forecasts.

Although the impact from the crisis is evidenthaghin 2009, a majority of
respondents are holding a cautiously optimistidomkt that the economy and
business environment will gradually improve by 2011

Under the current business environment, over Hdtie@respondents indicated
that they will operate ‘business as usual’ in 2009.

Despite the effects of the global financial crisisnajority of member
companies with headquarters in the SAR will alsanta&n their current level
of operations.

To try and counter the effects of the poor busimessronment, many member
companies have already taken measures to realgindss plans to seek new
customers and reduce operational expenses.

Maintaining the competitive edge will become inciegly important and
Hong Kong should not rest on its laurels and relyte traditional strengths.
The SAR needs to focus on improving the importantihmentals that make
Hong Kong such an attractive place to invest, warld do business.

Some recommendations for improvements includermaisie level of English
language proficiency, building a much strongerrtaj@ol of high quality
personnel, as well as addressing the critical tyafilife issues which include
effective measures to improve the natural enviramme

MAINLAND CHINA

Companies investing in Mainland China remain foduse domestic market
expansion opportunities and tapping into the grgwetonomy, which
remains relatively positive compared to the Hongn¢economic outlook.

Hence, Hong Kong's gateway role is becoming incgnegy important to help
companies seize the growing business opportunit@ected between
China and the international markets.

To foster a healthy and favorable market envirortthnénportant issues
hindering trade needs to be resolved so that bssiaad entrepreneurial
activities with China remain vibrant and at itstbes
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1.2

1.3

ABOUT THE SURVEY

The 2008 Business Outlook Survewas carried out by The Nielsen Company on
behalf of the American Chamber of Commerce in Héwng. AmCham has
commissioned the annual Business Outlook Surveyesif90.

RESEARCH OBJECTIVES

This year the Business Outlook Survey focused fipalty on:
Tracking AmCham members’ views on the businessrenment in Hong Kong
and Mainland China;
Establishing the commitment and business confideofceAmCham member
companies in the Hong Kong and Mainland China ntarkeer the next three
years;
Determining views and opinions of member companieward trade and
investment issues in Hong Kong and Mainland China;
Providing an update of Hong Kong and Mainland Choyerations among
AmCham member companies; and
The impact of the current Global Financial Crisssraember companies in Hong
Kong

RESPONSE RATE

The AmCham 2008 Business Outlook Survey was coeducbnline and
guestionnaires were emailed out to 710 companyeseptatives and individual
members on November 27, 2008. A total of 155 cetepl questionnaires were
collected on or before December 19, 2008. Theoresprate was 22%, compared to
20% in 2007. The margin of error#s3%.

COMPANY PROFILES AND AMCHAM MEMBERS

Of the total number of respondents, 48% of AmChaemiver companies are based in
the USA, 32% in Hong Kong, and 6% in the United gdom. Our members
represent important industry sectors of Hong Korggenomy and some of these
industries include: Sales/Marketing (14%), FinahciaServices (10%),
Transportation/Logistics (10%), Legal Services (8&b)d Trade Services (8%),

NATIONALITY OF PARENT COMPANY PRIMARY NATURE OF BUSINESS IN HONG KONG - |

Q2 : What is the nationality of your parent company? Q1 : What is the primary nature of your business in Hong Kong?
b ok 4 s i i

Q3 : What is your Hong Kong

with the USA company «

Other
UK. tri i ip wi
S “{‘JE'?:'“ Relationship with USA Company

Regional headquarters! office 42
Whally-owned subsidiary 41
] USA ﬁ Branch office 22

Representative office 10
Franchiseel Licensee 4

Orthers (1% or less)

Bage: AR With USA company bl

g
SO BEBEBEN

Corbiestil Broprk ry
Copyig1EOZ007 Th e Nise 1 Compary.
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2 HONG K ONG BUSINESSENVIRONMENT & G ENERAL QUTLOOK

2.1 IMPACT OF THE GLOBAL FINANCIAL CRISIS

Despite a relatively good business environment sassent for the year 2008 in
general, a majority of member companies have ajrbadn feeling the pinch from the
effects of the global financial crisis that wasvdlpbuilding up in last quarter. Survey
results reveal that 76% of AmCham member companere negatively impacted in
various degrees. But some (17%) managed to seigmdss opportunities in the

crisis.
OVERALL SATISFACTION IMPACT OF GLOBAL FINANCIAL CRISIS
WITH HONG KONG'S BUSINESS ENVIRONMENT

Q6 : Please indicate your overall s atisfaciion with Heng Keng's business environment. Q32 To what extent has the current global ial crisis i d on your busi in Hong
Kong?
2008 2007 2008 2008
% % % %

) Much positive impact

Very satisfactary Slight pesitive impact
og Nao impact

Somewhat satisfactery &7 565 54 Slight adverse impact
Very unsl:;i:;'lctl;ry B ] G . Iz - Much adverse impact
Baxe: Allrespondenis 254 T61 155 Baxe : All rexpondenis 55

niclsen

2.2 ECONOMIC OUTLOOK AND BUSINESS FORECAST

From the following two charts, AmCham members feeethat the full impact of the
global financial crisis will quite clearly be evigein 2009 with 74% forecasting a
‘poor’ economic outlook and 61% giving the sameeasment for the business
environment. Looking further ahead, respondenkd A@autiously optimistic outlook
that 2010 and 2011 will gradually rebound back tmare stable environment for

investments.
FORECAST OF HONG KONG'S ECONOMIC OUTLOOK FORECAST OF HONG KONG'S BUSINESS ENVIRONMENT
Q8 : How do you rate Hong Keng's economic outlook in: Qr: H?:Hd!??: my:uf;l]fﬁ:gﬂ?«;ﬂg;«;ﬂminy eonsider the outlook for the busines s environment
2667 Forecast 2668 Forecast 2067 Forevast | 2068 Foregast
23‘09 }g‘gg 23‘1 )g‘og ;gzg zg‘" 2?:] Zl’iﬁﬂg 2%1‘0 ZI;?D 2?41‘0 Zl’iﬁﬁ

Good

2
J a ] Goad
2% a7

aan 0% 5% &9 &
n L 49 r:q:l 26%
i Satisfactory

Sati Y e
Z == [ie] 3
Poor Foor
74

Base: Alrespondents Base: Alvespoadenis o5
*lessthan 0.5%
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2.3 HONG KONG COMPANIES’ PLANS AND OPERATIONS

In the backdrop of a poor economic and business@ment, 41% of the survey

respondents forecast ‘poor’ performances in thenddKong operations for 2009.

However, results also show that a majority of tlespondents foresee company
performances will soon begin to rebound in 2010 20il. Unaffected by the global

financial crisis, the survey also reveals that sam@panies will be expanding their

operations (34%) over the next three years. Butfost companies, they choose to
maintain the ‘business as usual’ (55%) mode.

FORECAST OF HONG KONG COMPANIES' OVERALL HONG KONG COMPANIES' PLANS FOR NEXT 3 YEARS

PERFORMANCE - 1l z
Q39 : What are your Hong Kong company's plans in Hong Kong over the cext three (1] years?
Qi1 How dg you foresee your Hong Kong company 's overall perfermance in the following o STy 4
years 20060 2001 2002 2603 2084 2005 2006 2067 2008
2007 Foreeast 2808 Foreeast 5% 5 5% 5 5§ 5 5 5% 5
2008 2009 2018 2009 2618 201t
% % % % % %

Good xpand business

Satisfactory

Poor luziness as uzual

sradually reducing  [B]

.eave Hong Kong

‘ase ; AR respondenis
383 352 348 338 83 208 278 162 ¥55

Bage : All respondents
b LH 167 162 155 155 155
Tiless than 0.5% Less than 0.5%

Aef Q1 Aot B

tal & Propre fary
k

1
CopytigItB 2001 The Neke | Gompary.

Complimentary to the proportion of companies that maintaining the current level
of operations over the next three years, the ep@centage of respondents (55%) also
indicate that their staffing levels will remain dvamged. Those struggling from the
current business environment will be seeing thewesegradually reducing human
resources over the next three years. Some of tte# scommon measures taken to
adjust to the adverse impact of the global findraiais include: seeking new or more
customers (65%), changing business plans for dapkpansion or other growth
initiatives (57%), holding salary increases andusopayments (50%), and changing
investment strategies (32%).

HONG KONG COMPANIES'
HUMAN RESOURCES PLANS FOR NEXT 3 YEARS - Il

Q10 : What a,re your company's human resources plans in Hong Kong over the next three (3]
years?

ACTIONS AS A RESULT OF THE GLOBAL FINANCIAL CRISIS

Q34: Which, if any, of the following have you done or are planning to deo as a result of the current
financial crisis?

Plans to do

e |
kL]
s
s | K]
Os
an

2060 2601 2002 2083 2064 2005 2006 2607
% % % E9 % % % %

2008 Have Done
g %

Seek new or more cuslomers

Change business plsns for capill expansion
or olher growth initislves

Hold zalary increase or bonus peymenls
Expand staff .
Change our investment strategy

Reduce employee size

Change suppliers

Maintain current
staffing levels

Downsizel reduce
staff

Baze: Al respondenis

niclsen

Increase price of Services or products
Reduce production

Change financial providers or sources of
Tunding ! credit

Lower the quality of products and services to
SEVE CO!

Mo sclion! no planning

Os
Os
s
2
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24 HONG KONG AS THE REGIONAL CENTER FOR ASIA PACIE

According to survey results, 80% of respondentgcatdd that they see Hong Kong as
their location of choice to head their operatianghie region. This preference will not
likely change in the next three years as 85% ofeéhmember companies plan to
maintain their headquarters in the SAR. Of thesadhoffices, 16% will undergo
expansion, 16% will reduce its size, while 67% wainain the same.

MAINTAIN HONG KONG AS THE CHANGE IN SIZE OF HONG KONG
REGIONAL CENTER FOR NEXT 3 YEARS REGIONAL HEADQUARTER OVER THE NEXT YEAR
Q15 i :{r T:; #:::’; e, E;: my:";m mpan, &f;r::!;gl‘o maintain the Q17 Gver the next year, the size of the Hong Kong regional he adquarters is likely te:
2006 2000 2002 2063 2064 2085 2606 2007 2008 2000 2001 2002 2003 2064 2008 2006 2667 2608
% % % % % % % % %

% % % % % % % 5% %

Maintain HQ in HK 8

Remainthe same |52 56 & & 56 63 50 64

i‘[ﬂ{ﬂm&llﬂ

Bage : AR who are planning fo maniin regionsl headgusnier in Hong Koag
252 238 ] 223 141

Do not maintain
Unsure

Reduce

B
i
=]

138 153 "4 122

Bﬂ!:umnmnmiﬁhumﬁm

238 42 227 M3 178 157 156 124

2.5 ADVANTAGES FROM THE CEPA ON BUSINESSES

The Closer Economic Partnership Arrangement betwéamy Kong and Mainland
China showed little effect on AmCham member comganiOnly 21% of the survey
respondents indicated that they had received adgastfrom CEPA while almost half
(46%) of the respondents say there was no effeait ah their businesses. For those
that benefit from CEPA, the effects were largelyaomoderate level (64%).

ANY ADVANTAGES FROM CEPA
IMPACT TO HAVE FROM CEPA

@12 : Has the Closer Ei ic Partnership Arrang EPA] b Hong Knng and
Maindand China been helpfi to your business since i came into effect in 26047 Q12 : Fyou got ;dvﬂnr'?g; from the Closer Economic Partnership Arrangement (CEPA;
etween Heng Kong and Mainland Ching since it came into effect i 2004, how farge an
impact has it had on your business?
Uncertain
AFh

Cot advantages Large Small
1 21%

T fram CEP.
. \

De net get any

advaniages

fram CEPA
46%

Moderate
64%

Base : Allrespondenis 155
Fer on  Bage: Al wdo gol advanlages Fom CEFA kxl

niclsen
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2.6

2.7

ASSESSMENTOF HONG KONG' S BUSINESSENVIRONMENT

For the first time this year, the survey asked mamtobmpanies to assess Hong
Kong’s dual gateway role for foreign businessesal@sting a presence in China as
well as for the ever growing number of Mainland gamies entering international
markets. A significant number of respondents angegpleased with the SAR'’s
unique gateway platform and the rating is comparadbl the top five attributes
including Hong Kong's favorable geographic locatiorfree port status,
communications network, infrastructure, and freavflof capital. Of the twenty-six
factors accessed, seventeen were rated on or #imawerage (85%) ‘very/somewhat
satisfactory’ levels.

FACTORSAFFECTING CONTINUED INVESTMENT IN HONG KONG

In terms of how important the attributes are towattkir business decisions to invest
in Hong Kong, survey respondents indicate that Heogg's stable government and

political system (50%), legal and regulatory syseBil%), communications network

(49%), as well as geographic location (43%) aresmmportant’ to them. Some of

the factors that were low on performance (below 3%%6 average) but high in

importance (above the 83% average) are the lev&nglish language proficiency,

availability of high quality personnel, as wellthg quality of life in the SAR.

FACTORS AFFECTING COMPANIES' FACTORS AFFECTING COMPANIES'
CONTINUED INVESTMENT OR PRESENCE IN HONG KONG CONTINUED INVESTMENT OR PRESENCE IN HONG KONG
Q4. Please rank the following items in terms of their level of importance o your company's @4 : Please rank the following items in ferms of their level of importance to your company's
eontinved investment/ presence’ reasons for investing in ;?-ngR ong. continped invesiment/ presence/ reasons for inve sfing in h-nyli ong.
IMPORTANGE [ Most important IMPORTANGE [ Mostimportant
u [ most importanit! important m“::‘ L:"‘;?"E'g ":: Tf";n % [} Mozt important! important D:‘::l g:pz:"g;' ";':"gf";n
2008 oW % % % W % 2008 %o % % % W % %
Stable & pgliical 50 T _ 96 95 95 98 95 85 97 55 Galewsy from e rest of the I‘j“ MR NR NR KB NB NA NA N
Hong Kong llﬂﬂllleﬁﬁgx 51 T TN e 97 98 98 57 55 96 97 96 "'E!!"Eﬁﬂﬂm#lﬂ ericted 5 ] 81 77 85 85 87 B? B3 B4
c ions network L] I TN o7 95 $7 10095 97 95 98 99 Gateway romEppataihg a1 e e— NA NG NG NA NG NA NA NA
ic lncation a3 I TONEEENSs 95 95 95 98 95 o4 07 93 Regional P o e B5 £3 56 B4 £3 88 85 88
[5] T _5 94 97 9B 95 96 94 95 95 Office! housing costs mﬂp B4 B1 53 77 B2 8V BS' BV
E"ﬂ“!g,'g,t,lgggg m;; 95 92 95 92 92 95 94 97 Executive & stafl i i) _s:n 25 24 34 B2 26 95 91 93
ility of high quality a1 T TOEENe 95 95 94 83 93 98 o7 9% Inteleptusl BfpEY [ 25 T I 76 72 IS TI V6 TS T4
Public security & safety a0 I TNt 93 92 95 93 91 94 NA KA Quality of matural [ [ e | g1 75 76 67 67 79 Ba'EP
Tcation system 47— T so 9192 91 52 90 93 89 89 Civil service efficiency [ 13 [———————mmmmss | 76 75 76 70 59 81 50 78
Free Tiow of capital [ 41— [ qq 91 9D 90 NA NA NA NR NA Inflation | g [ 63 | 71 68 68 61 61 82 77 81
| 1
Quality of life mﬂﬂ 83 83 B9 84 52 90 ¥6 89 Free port status [ 31 [ s ! 55 67 66 64 66 68 75 72
Cost of doing business [ 30 [T T 58 ¥ 90 29 37 59 97 97 83 Maintenance of US dollar peg (™4 [ 57 ! 53 63 62 65 53 78 74 79
ion links [ 41— [ s B3 B2 90 NA NR NA KB NA ‘Valualion of the Renmenbi [ 7 r—————""""mmg 3y | 50 43 55 KA NA NA NA HB
Base : Al respondents 155 Average = 83% onders Average = 83% -
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3 MAINLAND CHINA’SBUSINESSOUTLOOK

3.1 MAINLAND CHINA’SBUSINESS OUTLOOKFORNEXT 3 YEARS

Turning to Mainland China, 83% of AmCham member panies have operations
there and almost three quarters of these compdiiies) indicated that the their
businesses have expanded over the last twelve soridespite the global financial
crisis, the confidence in the Mainland markets resaery strong as 83% of survey
respondents have plans to make additional invegthmemer the next three years.

In comparison with the Hong Kong business enviramimthe outlook for Mainland

China is slightly more optimistic with the majori{$4%) of respondents giving a
‘good’ forecast for 2009. While doing businessMiinland China, survey results
also indicate that the majority of respondents vgeneerally satisfied with the overall
business environment.
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3.2 RATING OF MAINLAND CHINA 'S BUSINESS ENVIRONMENT

On a regional level, the Chinese market receivpddakings in terms of the ability to
attract investments, followed by Southeast Asid, &auth Asia to make the top three
investment destinations. When survey respondents a&ked what attracted them to
begin or increase investments in the Mainland niankeny cite domestic market
expansion (79%) and the general economic outlo@oj7as major contributing
factors.

To further improve the business environment in Néaid China, AmCham member
companies look forward to measures by the Centoake@ment to address corruption
(90%), increasing the transparency of laws and latigns (89%), and protecting
intellectual property rights (86%) because thesetofa consistently get top
unsatisfactory ratings every year.
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