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he Financial Secretary has
announced that the fiscal deficit
for the current year is expected to
exceed HK$250 billion, making it the
second highest on record. By the end

of March, the fiscal reserve shrank
to approximately HK$900 billion,
which means that the fiscal reserve
has dropped from 23 months of
government expenditure to 13 months
in two years. However, even in the
face of enormous financial pressure,
the government remains determined
to introduce a stimulus package
worth more than HK$120 billion to
the financial budget. Consumption
vouchers and the Special 100% Loan
Guarantee are some of the surprises
in these counter-cyclical measures.
The former will stimulate domestic
consumption and promote economic
growth, while the latter will provide the
unemployed with another option for
relieving short-term financial difficulty
without adding to the long-term
financial burden of the government.
These measures play a positive role
in maintaining social stability and
supporting domestic economy, and
they will exert the leverage effect of
resource utilisation more than simply
giving cash handouts.

The business industry generally
gives positive comments on the budget
and believes that it is a compromise
between responding to the public's
requests and maintaining fiscal
stability. The budget actively explores
the opportunities and positioning of
industries, as well as maps out the
direction for Hong Kong’s economic
recovery from the epidemic. The only
criticism of the budget is its failure to
address “re-industrialisation”. In fact,
the COVID-19 crisis highlights the
significant and long-term benefits of
manufacturing industry to society.
However, the government not only
failed to include “manufacturing” as
one of the six priority industries, but
it failed to suggest further measures



to support local industries and Hong
Kong-invested enterprises in the Pearl
River Delta, which disappointed the
manufacturing industry.

As Hong Kong has already kicked
off mass COVID-19 vaccination, the
economy is expected to resume
significant growth in the second half
of this year. However, this depends on
how early we can reopen the border,
the growth of the Mainland, the
improvement of China-US relations
and the pace of global economic
recovery. Yet, Hong Kong's continued
development is only possible through a
stable social order.

CMA welcomes the passage of the
Decision on improving the electoral
system of the HKSAR at the National
People’s Congress. The implementation
of "patriots administering Hong Kong"
principal not only safeguards the
national security and the sovereignty
of the Country, but also gets Hong
Kong back on the right track. Public
officers are responsible for public
governance, and they must comply with
high standards regarding their code
of conduct. Allegiance to the country
and the SAR government, support for
the Basic Law and respect for “One
Country, Two Systems” are the most
basic requirements. In fact, elections in
many countries are subject to vetting,
yet there are no such regulations in
Hong Kong. This is why some people
misused their authority as public
officers to commit acts that affected the
governance of the SAR government,
hindering economic growth, social
development and the improvement of
people’s livelihood in Hong Kong. Such
interference with the administration
of the SAR government has become
even more serious since the social
incidents in 2019, not only challenging

the bottom line for “One Country, Two
Systems” but endangering national
security and having a serious and far-
reaching impact on Hong Kong's social
and economic development.

Hong Kong has experienced the
biggest economic contraction in history
over the past two years. Many industries
suffered great losses, and internal strife
at the moment would make no sense.
CMA believes that the electoral reform
will close the loopholes in the system
and ensure that only those people who
sincerely love the country and Hong
Kong, abide by the constitutional order
and are rational and pragmatic could
fill key positions in the governance
structure. In this way, Hong Kong can
emerge from the current predicament
and achieve long-term social, political
and economic prosperity and stability.
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Land shortage is a grave, thorny and long-standing problem plaguing Hong Kong. Property prices
are among the most expensive in the world, and the associated high cost of living has weakened
Hong Kong's competitiveness in attracting foreign investment and talent. It has also affected
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people’s livelihoods. In recent years, the government has adopted a multipronged approach to
increasing land and housing supplies. The most notable is Lantau Tomorrow Vision, the largest
infrastructure project in Hong Kong's history, which should meet housing and development needs in
the medium to long term.

Raymond Young Lap Moon, CEO of CMA, interviewed Michael Wong Wai Lun, Hong Kong's
Secretary for Development in early February, to explore possible solutions to the land shortage
problem on talk show series Talk Shop on CMA's social media channel Hashtag CMA.

IR BVl Young: Raymond Young
"B OEER Wong: Michael Wong
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If the Kau Yi Chau artificial islands
project involves the private
sector, whether for transportation
infrastructure or reclamation
works, the government will adopt
a fair, impartial, standardised and
transparent approach so that the

public understands that the project is
for the good of the society.
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RERNZEE TIEN
TREEHE

The government has
adopted a multipronged
approach to increasing
land and housing supplies
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Lantau Tomorrow Vision proposes reclamation in Central Waters for developing the Kau Yi Chau Artificial Islands, which will provide 150,000
to 260,000 housing units
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oung: Lantau Tomorrow Vision is considered the city's

most important development project in terms of possibly
solving Hong Kong's long-standing land supply problems.
The concept of reclamation in East Lantau has been explored
and discussed over the course of several administrations. It
wasn't until the end of last year that it received funding from
the Legislative Council for a feasibility study. However, the
society remains doubtful and has expressed concern about
the project. Can you share its unique advantages with us?

Wong: Lantau Tomorrow Vision consists of multiple parts. The
most important part, which has been discussed intensely by
the public, is reclamation in Central Waters for developing
the Kau Yi Chau (KYC) Artificial Islands, at a size of 10 square
kilometres, and related transportation infrastructure.

From the government's perspective, the project will bring
about enormous public benefits to Hong Kong. In terms of
housing, the KYC Artificial Islands are capable to provide
about 150,000 to 260,000 units, in which 70% are public
housing. In other words, the artificial islands could provide
up to 180,000 public housing units. Based on the projection
in the latest Long Term Housing Strategy published by the
Transport and Housing Bureau, the estimated demand for

Hong Kong Entrepreneurs mar - apr 2021

public housing each year will be around 30,000. So the KYC
Artificial Islands project could meet up to 5-6 years of the
public housing supply target.

In terms of commercial land supply, the artificial islands
could provide 4 million square metres of commercial/office
floor area, which is equivalent to 80% of that in Central.
Moreover, thanks to the islands’ outstanding location, from
the artificial islands to the east, it's only 10 kilometres away
from Central, with a travel time of about 10 minutes. Going
west, it's only 15 kilometres away from the airport. We're
very confident that KYC Artificial Islands will become our
third core business district, in addition to Central and East
Kowloon, where it is expected that multinational enterprises,
financial and innovation and technology companies will
settle, and providing 200,000 high value-added employment
opportunities.

As for transportation infrastructure, the government's plan is to
establish road and rail links between KYC Atrtificial Islands and
Hong Kong Island, Lantau Island and Tuen Mun to enhance
accessibility, and help relieve traffic congestion in the New
Territories West.
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Michael Wong said that rentals of Grade-A office buildings in Central are high and that the vacancy rate is low. It's believed the long-term demand

for Grade-A office space will remain strong

Young: Many citizens and even those in the business sector
remain doubtful of the government’s decision to only pursue
reclamation work around Kau Yi Chau. Are there other places
in Hong Kong that would be suitable for reclamation? There
are many country parks in Hong Kong, and though they're
very important to the public, the development of their
peripheries wouldn't affect Hong Kong's quality of life. Why
doesn't the government take a bolder approach and develop
a small part of a country park?

Wong: In fact, there aren’t many places suitable for
reclamation in Hong Kong. One of the locations under
discussion is a near-shore reclamation site in Lung Kwu Tan.
It's estimated that 200 hectares of land could be created, but
many details have yet to be dealt with. As for country parks,
when the Task Force on Land Supply conducted its public
engagement exercise, development of the periphery of
country parks was one of the options put forth for discussion.
However, the option has failed to garner clear majority
support from the public. The Task Force also believed that
it would've taken time to complete the necessary legal
procedures if these lands were to be removed from country
parks for development. Therefore, the Task Force didn't
include the periphery of country parks as a recommended
option.

Young: The other concern about Lantau Tomorrow Vision
is the high construction costs, which total more than
HKD$600 billion. Because of the COVID-19 pandemic, the
government’s reserves have been greatly reduced. Although
project costs won't have to be paid in a lump sum, there are
opinions that the Lantau Tomorrow Vision project will empty
government coffers. What's your opinion on that?

Wong: We understand that the public is concerned about the
financial implications of Lantau Tomorrow Vision. | would like
to make a few points. Firstly, the reclamation works for artificial
islands at Kau Yi Chau itself only requires HKD$140 billion,
meaning that the cost per square metre is about HKD$14,000,
which is similar to the resumption cost of private agricultural
land in the New Territories. Additionally, about HKD$200
billion is for the construction of transportation infrastructure.
Some people have already expressed the opinion that these
railway and road projects would have to be put in place
for the pressing transportation needs of residents in New
Territories West with or without the Kau Yi Chau project.

On financial feasibility, we've mentioned that we would review
different options in detail. We can take the development
model of the City One residential project in Sha Tin as an
example. At that time, the development rights were tendered

Hong Kong Entrepreneurs mar - apr 2021
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to developers, who shouldered the cost of reclamation. In
so doing, the developers kept 30% of the land for private
estates and handed over the rest to the government for
development. For the Kau Yi Chau project, is it possible for us
to adopt similar approach? Yes, this can be considered.

There's other views that the government can cover the
construction cost of HKD$600 billion and gradually recover
it with revenue from future land sales. But at the same time,
some people think that if the project is to be fully funded
upfront by the government, immense pressure will be
placed on public finances. We've already explained that the
expenditure of HKD$600 billion won't have to be paid in one
go within a short period of time. Whether it's for reclamation
or transportation infrastructure, construction will take 5 to
10 years to complete. So it is tens of billions a year and the
government is able to afford.

Hong Kong Entrepreneurs mar - apr 2021

Young: Aside from Lantau Tomorrow Vision, what other land
supply strategies have been implemented? How successful
have they been?

Wong: Under the Long Term Housing Strategy, the
government is able to provide 316,000 public housing units
to meet the targeted demand in the coming 10 years, and that
will mark the first time we've been able to achieve a supply
target.

This is because many development projects have entered
their harvesting phases. For example, a reclamation project
of about 130 hectares commenced at the end of 2017 in the
extension area of Tung Chung. We are able to deliver the first
parcel of land to the Housing Authority in the first quarter of
last year for providing about 10,000 public housing units. The
other more frequently discussed project, the Kwu Tung North/
Fanling North New Development Areas, has also started to
bear fruit. We expect the first batch of residents in 2023 and
2024, while a large number of public housing units will be
ready for another batch by 2026 and 2027. We are confident
that we are able to achieve the supply target as about some
30% of the public housing units come from various large scale
New Development Area (NDA) projects.

Another 40% or so of the land would be made available from
rezoning some 210 sites of possible housing development
potential, such as increasing the density of specific sites or
rezoning green belt sites for residential use.

As for brownfields, the Planning Department has completed
the first-phase review of 160 hectare of brownfield sites, and
shortlisted 8 clusters suitable for public housing development.
It is roughly estimated that those clusters may produce
over 20,000 public housing units. The Planning Department
is continuing examining the remaining 290 hectare of
brownfield sites in the next phase of review.

Young: In addition to these new development projects, there
are many old industrial buildings in Hong Kong. How will
the government encourage landlords to revitalise industrial
buildings to provide more floor space?

Wong: We're now implementing the second round of the
revitalisation scheme for industrial buildings. The programme
has been divided into two categories, one focused on
redevelopment and the other on conversion. If a landlord has
applied for redevelopment, the maximum permissible non-
domestic plot ratio can be relaxed by up to 20%. The landlord
has to pay a premium for additional floor area. At present, 42
projects have been approved, which provides a total floor
area of 880,000 square metres, equivalent to the area of more
than 4 Victoria Parks.
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More than half of the 1,500 hectare of brownfields in Hong Kong have been included in development projects

As for the conversion of industrial buildings, the waiver fee
has been exempted. However, applicants need to designate
10% of their floor area for specific uses prescribed by the
government, such as cultural and art-related purposes. We
have already approved several projects.

Young: The COVID-19 pandemic has changed how
businesses operate. Remote work has become the new norm,
and workspaces are no longer limited to offices. From your
observation, has it become a trend for companies to reduce
the size of their offices or move to shared workplaces? Will
the demand for commercial space in Hong Kong decrease?

Wong: The market has been thrown into a rather abnormal
setting during the pandemic, and it's difficult for us to make
predictions merely based on the situation of the past few
months. But in their 2019 reports, various surveying firms
have come up with the same analysis - that is, the demand
for commercial land in Hong Kong remains strong, especially
Grade-A office space. That's because Mainland companies
want to set up bridgeheads in Hong Kong. Although they
don't need much floor space, they often tend to establish
their offices in Grade-A office buildings. On the other hand,
the growth of coworking spaces in Hong Kong is still huge.

Taking a look at rentals, interest in Grade-A offices in Central
remains high. Although reports in recent months have
indicated that office space rentals have dropped, the rate
of decline has slowed. As for the vacancy rate, even in the
current economic environment, the vacancy rate for office
spaces in Central remains about 7%, which is still considered
a relatively low level internationally. This indicates that Hong
Kong is seen as an international trade and financial hub, and
the demand for office space remains strong. @®

INE B & Talk Shop 55 & :
Watch Talk Shop interview :

Translated by CMA. For the exact meaning of the article,
please refer to the Chinese version.
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Branding Matters More in a Pandemic and Beyond

EROBUERBEERRARZONERZRE  BE—F
EERRIMA "B, EXENERE - FIRI0OFAER
ERESENBETERAITHRIERR - SEXRE
UT—RIBIXAODNEZRaE  -RITBRENEZRE
T IDAAETHERBRE - SIABIF TR - LMER
ARNEW  REZXRMONREZRAAMKE -

Brand development has always been an important element in
enhancing business competitiveness. In the pandemic era, it's

become the key to business survival. Drawing on a history of
brand development the dates back to the 1990s, Ellis Wong,
CEO of Kiu Fung Hong Limited, has created a series of popular
snack brands over the years. Despite the multiple challenges of
COVID-19, Wong works diligently and with a spirit of continuous
self-improvement to adjust his brand strategies and introduce
innovative elements that ensure long-term development.

S AEB8 EEBEREFLEENBE  RMBLERNKEE  HEWPLE
O/JBTHNFEEE BETRELEERN - FR "B M, 09 R 1989 FF
RIGIMARBAEOFRAINBETENL  BRE NE  HERE KNS
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TRYMHMEITLRESRAERMEXY  BHAEBRERAR  SFPIU
BRERRNEBREHEIHT  AUBXRABRRLE ABSHRARE L &
BRIES EFLEEZFPEBR? —REDF EMBLERIGRNRBE A5
b FRER—EHE MNEBEHZHSHF RIEEFRAELURZEII
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Wong has been developing new products over many years and
launched a new brand called Friemily in 2016
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In 2017, Wong opened the first Nissho Honwu store that targeted high-
end Japanese snacks
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On the day of his interview, Wong was dressed in
casual clothing and sneakers, and he checked on his
employees’ product delivery status in a parking lot. In 1989, as
the second generation of the enterprise, he began to help out
with Kiu Fung Hong Limited, which his father founded in the
1960s. From logistics to delivery, sales to billing, he handled
all aspects of the business, putting on no airs even as he was

11

the company’s “crown prince”.

“In the early days, our company was mainly engaged in
snack agency and wholesale business”, said Wong. "However,
there was a risk that customers would shift to our competitors
at any time. Therefore, it was safer to create our own brand
so that our business wouldn't be taken away easily.” Thus, in
1996, Wong seized the opportunity to partner with a Korean
biscuit factory and launched EDO Pack biscuits with individual
carton packaging. "As there weren't so many individually
packaged biscuits in those days, we achieved an excellent
market response, and products with different flavours were
launched one after another.”

Hong Kong Entrepreneurs mar - apr 2021
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Wong hopes that
the snack industry
can speed up
transformation and
upgrading to enhance
brand competitiveness
for the post-pandemic
era

Exploring brand management philosophies

Apart from the well-known EDO Pack, Wong has
established snack brands such as E J® X 1), Takeya and
Dessert Duet. He said he prefers doing things himself,
including market analysis, brand positioning, marketing and
advertising. He made every effort to turn his dream into a
reality. “It took me nine months to come up with the brand
name ' B R K 1t ' and its font style. The font...was chosen
from approximately 1,000 words of my Chinese calligraphy.”

Wong has his own set of beliefs regarding brand
management. "Every business needs a diversified brand
portfolio, but each needs to have clear positioning. For
example, EDO Pack is a healthy snack, B SR X 1]] and Takeya
target crispy and traditional snacks and Dessert Duet focuses
on desserts to meet different market needs.” Wong believes
that clear market positioning is the first step a company
should take when building a brand. Later, to maintain brand
identity, businesses must try to ensure the continuity of their

brands.

“It's very important to keep abreast of market
developments”, Wong said. “We always pay close attention to
market trends and launch new products that cater to market
needs for sustained growth. For example, in the early years,
Korean-style honey and butter potato chips were very popular,
and the company immediately launched honey and butter-
flavoured snack products. Later, when salted egg fish skins
became hot items, we quickly launched related products and
sold at competitive prices to attract customers. Snack crazes
come and go quickly, and moving slowly means lost business
opportunities.”



Insisting on innovation with less than a 1% chance of
success

In recent years, snack shops have become very popular
in Hong Kong. Wong officially joined the retail battlefield in
2014, opening the Japanese-themed store Ameya-Yokoché. In
2017, he also opened Nissho Honwu, which focuses on high-
end Japanese snacks. Currently, the group has more than 30
branches that sell over 3,000 products.

Due to the COVID-19 pandemic, the company's revenues
have decreased by 30%. However, Wong believes that as long
as he can quickly respond to market demand, his business has
a chance of surviving. “Nissho Honwu's business plummeted
during the pandemic, so | turned one of its branches into
Ameya-Yokocho that sold cheaper snacks. I'm grateful that my
business volume eventually doubled.”

Even in the face of uncertainty, Wong did not slow his
pace of brand development but rather invested extra time
in introducing innovative elements and enhancing brand
value and competitiveness. “We've got plenty of time during
the pandemic. In addition to developing new products, such
as health herbal tea and Japanese soy sauce, we're actively
adding new elements to traditional products. For example, an
extra crispy version of fried dough will be launched soon to
bring some freshness to our customers.”

ERBERZ—BRAGRTSBEE  HEBHRERD BERE BA

EE RREREBSS
Takeya, another brand developed by Wong, launched traditional foods
such as fish skins, shrimp chips, egg rolls, preserved fruit and soy sauce

ERBEOBRIRANEBTEMFE—EN "Run In BT, T8 RESHEBER

Wong plans the Ameya-Yokochd's Run in Ameya-Yokochd fundraising event biennially
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When asked if he has ever failed when developing a
new product, Wong smiled and replied, “You might as well
ask me the time | was successful, since I've failed 99.99%
of the time when developing new products.” However, he
believes that as long as he keeps trying, he will eventually
create products that customers love. He also hopes that in this
challenging and difficult period, the snack industry can speed
up its transformation and upgrading to develop long-term
competitiveness.

Online stores won't completely replace physical
stores

The pandemic has accelerated the shift to online
shopping, but Wong still insists on keeping physical stores as
testing grounds. Through direct contact with customers at his
stores, Wong can understand changes in their preferences
and actively work to enhance his brands’ images. “It's so
convenient for people to buy snacks in Hong Kong. Unless the
price of snacks in an online store is really cheap, most people
are still willing to go to the physical store to buy their favourite
snacks. This kind of shopping experience can't be replaced by
online shopping.”

In order to cope with the new trend of online-to-offline
shopping models, Wong has also sold products through large
online shopping platforms, such as Zstore and HKTVmall.

ERERARHBINEHEETER  SRESHEBEY

However, he said that he has no plans to set up his own
online platform for the time being. “Building an online store
on your own is expensive, with high logistics costs and a lot
of resources spent on marketing and advertisement. On the
contrary, selling products on a well-known online shopping
platform can not only ensure a stable source of customers
but also reduce investment risks.” He reminded the industry
counterparts to choose a sales channel that most aligns with
its needs when developing online business.

Easier access to the Mainland market via agency
authorisation

Increasingly, Hong Kong companies are expanding their
businesses domestically and overseas. Likewise, Wong has
already gained market access in the Mainland, Southeast Asia
and overseas Chinese markets. However, instead of directly
introducing products to the Mainland, he chose to open up
business opportunities with brand authorisation. “The culture,
taste and consumption power among Mainland cities are
quite different, and Hong Kong businessmen may not have
a clear idea of it. By adopting brand authorisation, we can
use the existing marketing channels developed by various
agents to expand our sales network in the Mainland so that
the chance of success is much greater than that of slowly
exploring by ourselves.”

Wong visits his stores and communicates with his employees to learn more about market trends
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Because of the development of the Guangdong-Hong
Kong-Macau Greater Bay Area, Wong suggested that SMEs
in Hong Kong try to develop emerging second- and third-tier
markets. Since these cities require relatively low operating
costs, there is no need to invest a lot of resources at once.
"The competition in first-tier cities is fierce, and those markets
are close to saturation. By contrast, the second- and third-tier
cities have more room for development. However, since the
affordability of those cities is relatively low, companies may
have to adjust product prices accordingly.”

Looking ahead, Wong said that his company will continue
to explore more new directions. “We introduce hundreds
of new products every year, and we'll try to classify specific
products and repackage them for market launch. In recent
years, the Friemily brand, which focuses on plant-based
healthy foods, has combined friends and family elements to
make snacks more popular among the public. At the same
time, the Mainland's snack market is becoming larger than
ever. We're also considering opening retail outlets on the
Mainland, introducing franchise systems and developing dual-
line development with brand authorisation to further expand
the pace of domestic sales.”

ERBRESPARE "EREF " FARB, NoBEELS
Wong understands the brand management philosophy of "risk-taking,
innovation, and self-reflection" while participating in car racing

ZENCRERENE ERVEHERER ZRBEHBEZ0
SEHBEARNZRET 6 BABAUER  TEARKEEAS
As medical supplies in Hong Kong fell short during the COVID-19
pandemic, Wong donated supplies and snacks to 6 public hospitals to
support frontline healthcare workers

Being flexible on brand development

Devoted to the snack industry for over 20 years, Wong's
passion originates from a sense of satisfaction. “Seeing how
happy the customers while they enjoy the snacks, | feel very
happy too!” He also hopes that the snacks in his stores bring
comfort to customers at this difficult time for all of us.

Wong is passionate about car racing, skiing and Tai
Chi, and this flexibility between static and dynamic activities
reflects his principles for brand development. "Although we
need to be full of determination during the brand building
process, sometimes we just need to stop for a while to analyse
our gaps so that we can go faster and further.”

Towards the end of the interview, Wong's phone rang and
he had to rush back to work to continue his branding journey.

@B
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