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Message from

the President

Carving a Pioneering Niche in
“One Belt, One Road”

Hong Kong has always been Mainland China’'s window to the
world. The city has not only made tremendous contributions
to the country’s economic development, but also enhanced
and expanded its own position internationally. Hong Kong
is now offered a new role and mission with the Mainland’s
important foreign policy strategy, “One Belt, One Road”. We
should seize this opportunity by getting Hong Kong involved
as early as possible and by identifying potential entry points
into “One Belt, One Road” to carve out a pioneering niche.

More importantly, Hong Kong should strengthen its role as
the “Super-Connector” to help in attracting a greater amount
of foreign investment, skills and talent to enter the Mainland
through the HKSAR. For instance, we could encourage more
“One Belt, One Road” countries to establish diplomatic or
trade missions in Hong Kong through the provision of support
and preferential policies. Hong Kong could also, for example,
endeavour to attract the Silkk Road Fund, Asian Infrastructure
Investment Bank and New Development Bank BRICS to
open representative offices in the city. The Government could
consider establishing a “One Belt, One Road” office as a
channel of communication between Hong Kong, the Mainland
and the related countries. Hong Kong education institutions
may also consider increasing the number of scholarships for
students from those countries along the Belt and Road to
attract young talent to come to Hong Kong. This will help
establish Hong Kong as a major exchange hub.

We should also speed up free trade agreements with countries
along the Belt and Road to remove tariffs and trade barriers.
Another initiative could be opening more economic and trade
offices in those countries, with a view to offering tailored
support to Hong Kong and Mainland enterprises entering
those local markets. Permanent Secretary for Commerce and
Economic Development (Commerce, Industry and Tourism)
Mr Yung Wai-hung mentioned during his speech at CMA's
General Committee dinner that the Government will open an
economic and trade office in Jakarta, Indonesia. Beyond the
country’s tremendous potential for development, Indonesia
is home to the ASEAN Secretariat. As the ASEAN plays a
crucial role in “One Belt, One Road”, the opening of this
new economic and trade office will definitely consolidate
Hong Kong’s niche in it.

In order to create a more inviting business environment,
relevant Government departments should review current
regulations and relax those that are not conducive to the

development of “One Belt, One Road” business. For instance,
many of the “One Belt, One Road” countries are emerging
economies. This accounts for the inevitable differences
between them and Hong Kong in terms of standard of living
and fiscal policy etc. Our financial sector should therefore
make appropriate adjustments to the requirements for opening
accounts, business procedures and compliance regulations
to avoid turning away significant business opportunities.

Trade logistics, finance, tourism and professional services
are regarded as the industries in Hong Kong with the
strongest competitive advantage in “One Belt, One Road”.
These industries should focus on product and service
innovation, such as creating “One Belt, One Road” oriented
investment funds, opening new freight and shipping routes,
and strengthening credit insurance services for export to the
countries along the Belt and Road. This will help establish
Hong Kong as the trade service stop and innovation hub
for “One Belt, One Road”. Beyond our pillar industries, other
industries are also encouraged to identify their strengths
and explore potential opportunities in these new markets.
Hong Kong enterprises may consider investing and
opening factories in the countries along “One Belt, One
Road”. This will allow them to capitalise on the advantages
these countries have to offer, with lower logistics costs
and enhanced market adaptability.

The CMA is playing its part to assist the business sector in
seizing the tremendous opportunities offered by “One Belt,
One Road”. Our first initiative is an outbound mission to
Kazakhstan, Uzbekistan and Kyrgyzstan in Central Asia in
the first half of 2016. Central Asia is making great progress
in reforming and modernising the local economies. The
region plays a vital role in the Belt and Road, not only as an
important supplier of natural resources and energy, but also in
terms of its geographical location at the crossroads between
Asia and Europe. We hope to provide the business sector
with an initial understanding of the development potential of
these countries through this pioneering trip.

Dr Eddy S H LiBBS upP
President
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TPP 8.05 1.1 28.0 36.3

34,821 25.3
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Hong Kong to Seize
the Opportunities Arising from TPP

Speorheoded by the US through over five years of lengthy negotiations, the official
text of the Trans-Pacific Partnership (TPP) was released in November last year and
instantly generated widespread discussion. The TPP currently has 12 member countries
including the US and Japan. While China and Hong Kong have not joined the agreement
and may witness some impact on their tfrade as a result, the extent of such impact is
believed to be limited. In the long run, the TPP will further propel regional economic
development and is expected to create more extensive business opportunities from
which Hong Kong is likely to benefit.



The 12 TPP members are mainly Pan Pacific
countries from across East Asia, Southeast Asia,
North America, South America and Oceania. They
include the US, Japan, Canada, Australia, New
Zealand, Singapore, Brunei, Chile, Mexico, Vietham,
Peru and Malaysia, representing 36% of the world’s
GDP and 26% of total trade.

What's more noteworthy is that the TPP member
countries vary in their levels of economic
development, ranging from robust economies such
as the US and Japan to developing ones like
Vietnam and Mexico. There are also significant gaps
in terms of GDP and per-capita income among
these countries, which are at different stages
of development and industrial structure.

The TPP Boosting an Expansive Scope

Apart from common provisions of free trade
agreements such as customs duty, service and
favourable investment conditions, the contents of
TPP have an extensive scope spanning intellectual
property, e-commerce, labour, environmental
protection, competition policy, government
procurement, small and medium-sized enterprises
and state-owned enterprises. Beyond illustrating the
TPP’s high level of inclusivity, some of the provisions
also cater to the needs of member countries at
different stages of development, with a view to
facilitating the free movement of goods and services
among member countries. In short, the TPP is a

cross-continental, all-encompassing, high-standard
and innovative trade agreement.

As China and Hong Kong have not yet joined the
TPP, they are not entitled to its various provisions of
trade and business liberation. It is expected to cause
direct or indirect impact on their trade.

CMA Vice President Edward Tsui Ping-kwong said
that China’s non-participation in the TPP will have
limited impact on its development and it will not be
marginalised as a result, since the International
Monetary Fund (IMF) has recently included renminbi
into its Special Drawing Rights (SDRs) basket.
Meanwhile, China has been actively liaising with
various parties for the launch of the “One Belt One
Road” strategy, and its proposal for the Asian
Infrastructure Investment Bank (AlIB) has been a
focal point of international current affairs. In this
regard, Hong Kong should also seize the
opportunities to align itself with the country’s and its
own economic development.

“What’s most critical of a country’s economy is
its power. The UK has joined the AlIB. Although
China has not joined the TPP, it is believed that
some TPP member countries will not refrain from
joining the AlIB because of their TPP involvement.”
Tsui thinks that the TPP will provide another channel
for economic development in the region, and it
will be eliminated if it proves ineffective.

Comparison of TPP, RCEP and FTAAP (2014)

TPP 805 111 28.0 36.3

34,821 25.3

RCEP 3,453 47.9 22.6 29.2 6,539 28.4

FTAAP 2,825 39.2 441 57.0 15,604 48.7
Remarks: (i) TPP comprises Australia, Brunei, Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore, the US and Vietnam

(i) RCEP comprises 10 ASEAN members, Australia, China, India, Japan, South Korea and New Zealand
(iii) FTAAP comprises Australia, Brunei, Canada, Chile, China, Hong Kong, Indonesia, Japan, South Korea, Malaysia, Mexico, New Zealand,
Papua New Guinea, Peru, the Philippines, Russia, Singapore, Taiwan, Thailand, the US and Vietnam.

Sources: International Monetary Fund (IMF), World Trade Organization (WTO)

Tsui, however, confirms that Hong Kong should
join the TPP. By this, Hong Kong will be able to
exert its influence as an international trade and
financial centre even more effectively, providing
assistance to China in the country’s trade. The
timing is crucial, he notes, since China is going
through economic transformation and gravitating
towards trade in services.

TPP Accelerates the Transfer of
Low Value-added Industrial Processes

Apart from the Mainland, many Hong Kong
manufacturers have begun to move their production
lines to other developing countries including TPP
member countries like Vietnam. Tsui points out
that the establishment of the TPP resembles that
of a free trade zone, which fosters regional trade
and speeds up the transfer of certain low value-
added processing trade industries. It will help
gear China’s manufacturing industry towards mid-
to-high-end development, which will also be
beneficial to Hong Kong'’s trade.

With the recent weak performance of Hong Kong’s
export, Hong Kong’s joining the TPP will help
diversify its trade and hopefully boost its export.
Tsui mentions that the CMA is supportive of Hong
Kong’s joining the TPP, as it will bring greater

business opportunities for CMA members. The CMA
is also willing to research into various initiatives in
this regard to complement the development of the
HKSAR Government and the Mainland.

Daniel Poon, Principal Economist (Global Research)
of Hong Kong Trade Development Council states
that while the TPP inevitably impacts China and Hong
Kong's export to a degree, it can also foster their
economic development. He notes that out of the
12 TPP members, Hong Kong has no free trade
agreements with four countries including the US,
Japan, Mexico and Canada, meaning that customs
duty applies to exports from China to these countries.
Under the TPP, customs duty is levied on exports
from member countries to these four countries. It will
undermine China’s competitiveness, though it is
expected to cause lesser impact on higher-end goods
that thrive on non-price competition.

Poon pinpoints that at present, China leads US textile
and footwear imports while Vietnam ranks second.
Under the TPP, customs duty will be levied on Vietnam’s
exports to the US, which will enhance Vietnam’s export
competitiveness. It is expected to pose a threat to
mid and low-priced goods from China, as well as
considerable challenges to Hong Kong-funded textile
and footwear manufacturers whose production lines
are based in the Mainland.



The TPP Having Limited Impact on China

Nevertheless, Poon notes that these changes will
have limited impact on China, as the country has
free trade agreements with eight of the TPP member
countries. It is also working with other countries
to promote regional free trade agreements of a
larger scale, such as the Regional Comprehensive
Economic Partnership (RCEP) and the Free Trade
Area of the Asia-Pacific (FTAAP). In addition, the
development of “One Belt One Road” will further
promote regional economic development, which
will benefit China and the entire region and propel
the demand for Hong Kong’s service industry.
However, it will be even more advantageous for
Hong Kong if it joins the TPP.

At present, China maintains an open attitude
towards joining the TPP. It must be noted that
the TPP is a high-standard free trade agreement,
which will present China with tremendous
opportunities if it becomes a member. However,
joining the agreement will also pose substantial
challenges for China. Apart from political
factors, some of the provisions like the
opening up of the service industry, reform of
state-owned enterprises, environmental protection
and state procurement will inevitably incur
comparatively high prices for China.

Despite this, China may still make active efforts
to consolidate its standing in global trade. For
instance, it may seek to establish free trade
agreements with more TPP countries and speed up
the creation of a broader free trade network. It may
also make the standards of the TPP as benchmarks
for accelerating the country’s industrial upgrading,
enhancement of trade structure, regulatory reform
and its opening-up to the world.

Speaking at a CMA event, Director-General of Trade
and Industry Kenneth Mak said that as a staunch
advocate of free trade, Hong Kong welcomes any
initiatives that promote free trade. Many of the TPP
members are important trade partners of Hong Kong.
The HKSAR Government will continue to closely
monitor the development of the TPP and assess its
text to evaluate its effects on Hong Kong, as well
as the feasibility of Hong Kong joining the TPP.

As a regional business hub, Hong Kong stands to
benefit from all free trade agreements in the region.
However, the extent to which the TPP will benefit
Hong Kong could be more or less determined by
whether China will join the agreement. G
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Customer First
Quality Number One

www.fcphk.com

XERH(FR)AERAF

FC Packaging (Hong Kong) Limited
E 7 Tel: 852-2665 8008 {¥H Fax: 852-2606 1959
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Formerly known as M.C. Packaging incorporated in 1978, FC Packaging was
established by our Chairman, Mr. F.C. Lo. We are a professional supplier of
premium metal coating and printing services, as well as high-quality metal
packaging products for food and milk powder industry. Committed to the
principle of "Customer First, Quality Number One", we have established a
national reputation for product and service excellence. With our headquarters
and main plant rooted in Tai Po Industrial Estate, Hong Kong, we are based
out in Jiangmen, occupying a site of 103 mu, offering packaging solutions to
renowned brands and customers worldwide. Dubbed as the "King of
Canmakers in China", Mr. Lo has over 30 years of experience in the industry
and was the pioneer in manufacturing easy-open-cans for foods and
beverages in Greater China.

INE B3
FC Packaging

KEAFGIM)EFRAR
FC Packaging (Jiangmen) Limited
E & Tel: 86-750-3090688 {FE Fax: 86-750-3090686

@ FErIBTREIMAEH 5% 1 Dai Fu Street, Tai Po Industrial Estate, Hong Kong
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