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I.  ABOUT THE HONG KONG MANAGEMENT ASSOCIATION 
 
Established in 1960, The Hong Kong Management Association (the Association) is an 
apolitical and non-profit-making organization with the vision to be the leading professional 
organization advancing management excellence in Hong Kong and the Region.   
 
Vision 
 
To be the leading professional organization advancing management excellence in Hong 
Kong and the Region 
 
Mission 
 
 To promote best practices in management 
 To nurture human capital through management education and training at all levels 
 To provide members with a platform for exchange of ideas, networking and personal 

development 
 
Values 
 
 Continuous improvement 
We embrace best practices through continuous improvement. 
 
 Innovation 
We welcome new ideas, seek out new skills and capabilities, and explore new concepts. 
 
 Integrity 
We are open, honest and forthright in our dealings. 
 
 Professionalism 
We strive for excellence in all we do. 
 
 Respect for Individuals 
We built relationships based on trust and respect. 
 
 Sustainability 
We integrate sustainability into all aspects of our operations and business practices. 
 
Services provided by the HKMA can be categorized info three major areas, namely 
education and training; management services and membership services. 
 
With a commitment to nurturing human capital through management education and training 
at all levels, the HKMA offers around 2,000 training and education programmes covering a 
wide range of management disciplines for some 50,000 executives every year.  From distance 
learning courses, seminars and workshops, certificates, diplomas, all the way to bachelor, 
master and doctorate degree programmes in conjunction with prestigious overseas 
universities, these programmes are suitable for executives at different stages of development.  
The HKMA also provides specially designed in-house training which geared to the particular 
needs of different organizations.  In 2009, the Association introduced the Corporate 
University scheme, which helps companies retain quality staff and build a corporate culture 
of lifelong learning. 
 
In 2015, the Association established the Institute of Advanced Management Development 
(AMD).  Through collaborations with world-renowned universities and organizations such 
as Cornell University, University of Cambridge, Yale University, Fudan University, Peter 
Drucker Academy and UNESCO Hong Kong Association, AMD offers a series of high 
profile training and education activities as well as provides management consulting services.  
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In 2017 and 2018, the Association launched the Institute of Healthcare Management (HCM) 
and Academy for Retail Innovation and Management (ARIM) respectively.  The HCM aims 
to offer world-class healthcare management programmes and to serve as a learning platform 
for healthcare professional development with a view to making significant contribution to 
advancing management excellence in the healthcare sector in Hong Kong and the Region.  
The ARIM aims to offer advanced retail management courses and to serve as a learning 
platform for retail practitioners with a view to making significant contributions to advancing 
management excellence in the retail sector in Hong Kong and Mainland China; to provide a 
network for experts to interact with retail professionals and practitioners; and to promote 
best practices and innovative ideas relevant to the retail sector. 
 
The Association believes learning while networking works best for achieving continuous 
development.  Diversified management services are offered to provide platforms for 
business executives to exchange ideas, to network and to gain professional development.  
Annually, the Association organizes diverse functions such as Annual Conference, Theme 
Year seminars and activities and dinners.  Prominent business leaders are invited to share 
their invaluable insights and wisdom on the most updated trends and development of 
management. 
 
Business award is another major area of HKMA’s management services.  To promote best 
practices in management, each year, the Association organizes eight business awards in Hong 
Kong and the Mainland.  These include the Best Annual Reports Awards, the HKMA 
Quality Award, the Award for Excellence in Training and Development, the HKMA/TVB 
Awards for Marketing Excellence, the Hong Kong Sustainability Award, the Hong Kong 
Management Game, the Distinguished Salesperson Award and the Award for China 
Marketing Excellence.  These prestigious awards, which are now regarded as the highest 
accolades of the business community, provide an exemplary model for business 
professionals to follow and benchmark.   
 
With a total of over 13,000 members including individuals and corporates, membership 
service has always been a priority for the Association.  A comprehensive range of 
membership activities such as seminars, forums, luncheons, company visits, study tours and 
social gatherings are offered every year.  Another distinctive feature of membership is the six 
autonomous specialist clubs which provide opportunities for members with similar interests 
to meet and develop further their specialist knowledge.  The highlight event of membership 
is the Annual Fellowship Dinner which provides an excellent platform for members to 
extend their network. 
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II. TRENDS AND KEY CHALLENGES FACING HONG KONG    
 
1. POLITICAL FACTOR 
 
Political Unrest Clouding the Development of Hong Kong 
 
Clouded by social instability ignited by the extradition bill for over half a year, the city is 
presented with unprecedented challenges on governance crisis, increasing social tension, 
shifting the business climate and seriously affecting the branding of Hong Kong.    
 
Hong Kong’s extradition bill crisis began in February 2019 with Government’s proposal of 
the Fugitive Offenders and Mutual Legal Assistance in Criminal Matters Legislation 
(Amendment) Bill 2019.1  The proposed law would allow the transfer of fugitives to 
jurisdictions with which Hong Kong lacks an extradition deal, including Mainland China, 
Taiwan and Macau.  The policy change aims at plugging loopholes exposed by a homicide 
case in February 2018, in which Taiwanese authorities are unable to prosecute a Hongkonger 
accused of killing his girlfriend in Taipei before fleeing to Hong Kong.2  Opponents of the 
bill expressed concerns about the possibility of politically motivated persecution and unfair 
trials in Mainland China.  After mass protests since June 2019, the bill was withdrawn by 
Hong Kong Chief Executive Ms Carrie Lam on 4 September 2019.3  Nevertheless, 
demonstrations have lingered4 and often took place in various districts simultaneously, 
disrupting the transport systems, leaving the airport operation in chaos, and putting the city 
into a standstill. 5  Clashes between police and activists have become increasingly violent, 
with police firing live bullets and protesters attacking officers and throwing petrol bombs.6   
 
The rise of social unrest was a mirror of the governance crisis.  At the beginning of the 
current term of Government, it had attached great importance to the relationship between 
the executive and legislature7, and cultivated a more “peaceful” social atmosphere in the 
city.8  Nevertheless, the situation turned sour after the introduction of extradition law 
without adequate consultation.9  According to a survey on the “Fugitive Offenders 
Ordinance” Amendment conducted by Public Opinion Programme of The University of 
Hong Kong in May 2019, 66% of the interviewees “disagree” or “strongly disagree” on 
extraditing Hong Kong people to the Mainland for trials.10  The disagreement had soon 
escalated to protests and violence in one of the safest major cities in the world.11  In 
November 2019, the pro-democracy parties have achieved a landslide victory in the district 
election, which signaled dissatisfaction with Government.12  It is anticipated that 
Government may face more confrontations in implementing new policies in the future.  
 
The recent social unrest may also due to insufficient mutual trust and understanding between 
Hong Kong and the Mainland.13  A Chinese University survey has found that more than 
40% of Hong Kong people had a low or very low sense of belonging to China and nearly 
60% of those who knew where their ancestral hometown was and have not travelled there at 
least in the past three years.  The feelings may also stem from a lack of understanding of and 
social interactions with Mainland China.14  While the others have related the education 
system for leading to local teenagers a lack understanding of their country and race. 15  Since 
the start of the protests, there were even fewer people in Hong Kong tend to identify 
themselves as Chinese.16  In the meantime, scholars and analysts have pointed out the people 
in Mainland China may not be able to understand the frustration in Hong Kong. 17  The lack 
of mutual understanding has been obstructing the progress of conducting a dialogue between 
different stakeholders.  
 
Under the current social atmosphere, businesses are walking a delicate line between 
stakeholders in Hong Kong and Mainland China.18  Business leaders are required to become 
more sensitive about the political consequences when they are making a business decision.  
To this end, politics has become inevitable in running a company.  In early August 2019, 
Hong Kong and Macau Affairs Office assembled nearly 500 of Hong Kong’s business and 
political elite in Shenzhen to provide guidance on how to support Government during the 
ongoing protests.19  On the other hand, protesters are trying to force more businesses to take 
sides to increase the number of their supporters.  Detailed lists are circulated on social media 
sites, with map applications showing the colour of restaurants in different districts.  One 
map has labelled more than 1,700 establishments as “yellow-ribbon” which are pro-
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democratic and over 1,300 “blue-ribbon” which are regarded as pro-establishment.20  The 
proposed establishment of a “yellow economic circle” to support all the yellow-ribbon 
businesses and shunning the rest may impose a big hit on social inclusiveness.   
 
The protests rolling for more than six months have also put the city’s status and branding to 
the test.  Law and order have been the founding rocks for the prosperity of Hong Kong.  
The escalating violence has led to concern over the breakdown of the law and order of the 
city.21  Tear gas and Molotov cocktails not only altered the city’s image, but at the grass-roots 
level the chaos in transport networks, such as the firebombing of subways and tunnel 
tollbooths, means businesses could not function.22  Foreign countries have considered the 
city to become less safe than before.  The US has raised the travel advisory warning for 
Hong Kong to level two, calling for visitors to exercise “increased caution.” Canada and 
Australia have also upped their travel alerts, and the UK has warned that “the situation 
around protests and public gatherings can change quickly.” 23  While the branding of Hong 
Kong has been tarnished, local businesses may find it more difficult attracting overseas and 
local investments. 
 
Half a year has passed since the social turmoil began, bringing disruptions to business, a 
retail sales slump and a recession in the third quarter of 2019.24  In the long run, a 
social consensus needs to be derived25 so as rebuild trust from the market and sustain a 
stable business environment.  
 
 
2. ECONOMIC FACTORS 
 
Global Manufacturing Downturn, Rising Trade Barriers   
 
The global economy is in a synchronized slowdown, with growth for 2019 projected to be 
3%, the slowest pace since the global financial crisis in 2008–09.  Growth is projected to pick 
up to 3.4% in 2020, reflecting primarily a projected improvement in economic performance 
in several emerging markets in Latin America, the Middle East, and emerging and developing 
Europe that are under macroeconomic strain.  Yet, with uncertainty about prospects for 
several of these countries, a projected slowdown in China and the United States, and 
prominent downside risks, a much more subdued pace of global activity could well 
materialize.  To forestall such an outcome, policies should decisively aim at defusing trade 
tensions, reinvigorating multilateral cooperation, and providing timely support to the 
economic activity where needed.  To strengthen resilience, policymakers should address 
financial vulnerabilities that pose risks to growth in the medium term.26 
 
European Economies 
 
The Eurozone economy continued to grow at a modest pace in the third quarter of 2019, 
defying expectations that it would suffer a further slowdown because of trade tensions and 
Brexit uncertainty.  The gross domestic product expanded 0.2% in the three months to 
September 2019, unchanged from the previous quarter, giving it an annual growth rate of 
1.1%.27  The seasonally-adjusted unemployment rate was 7.5% in September 2019, stable 
compared with August 2019 and down from 8% in September 2018.  This is the lowest rate 
recorded in the euro area since July 2008.28 
 
However, there are already worrying signs for the Eurozone economy in the final quarter of 
2019.  The Economic Sentiment Indicator, a composite of surveys about business and 
consumer confidence, fell to 100.8 for October 2019, its lowest level in almost five years;29 
though the figure slightly rebounded to 101.3 for November 2019.30  Eurozone business 
activity grew more than initially expected in October 2019 but remained close to stagnation.  
IHS Markit’s final eurozone composite Purchasing Managers’ Index (PMI), rose to 50.6 in 
October from September’s 50.1, its lowest in more than six years.  That exceeded a 
preliminary estimate of 50.2 but remained near the 50 mark separating growth from 
contraction.  Despite the upward revision, the index is consistent with the economy barely 
growing at the start of the fourth quarter of 2019.31 
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The European Central Bank has cut interest rates to minus 0.5% and restarting its 
quantitative easing programme to purchase bonds following a 10-month hiatus.  Interest 
rates would not rise until the economy has seen the inflation outlook robustly converge to a 
level sufficiently close to, but below, 2% within its projection horizon.  32 
 
The German government has lowered its 2020 forecast for economic growth to 1% from 
1.5% while projecting 2019’s gross domestic product growth at 0.5%.  33 Reasons for poor 
performance include falling worldwide demand for capital goods, which has hit Germany’s 
export-reliant economy, along with political uncertainty and structural changes in the 
automotive industry.34 
 
France is the only single "bright spot" among the European Union (EU)'s economies.  
France grew by 0.3% in the third quarter year-over-year, making it the fastest-growing major 
economy in the EU.  The French economy has benefitted from depending heavily on the 
service industry, which has insulated it somewhat from global trade jitters.35  PMI for 
services rose to 52.9 in October 2019, from 51.1 in September 2019.  Manufacturing activity 
also recovered more than expected, rising to 50.5 in October 2019 from 50.1 in September 
2019.36 
 
The UK economy grew by 0.5 % in the third quarter of 2019 and by 0.3 % in the fourth 
quarter.  This would be consistent with GDP growth of 1.3 % in 2019 as a whole, down 
slightly from 1.4 % in 2018 and 1.9 % in 2017.37  The IHS Markit/CIPS UK Manufacturing 
PMI rose to 49.6 in October 2019 from 48.3 in the previous month, its highest level since 
April and well above market expectations of 48.1.  However, the latest reading continued to 
point to a contraction in the manufacturing sector, as output and new orders fell amid 
ongoing uncertainties surrounding Brexit, the economy and the domestic political situation.38 
British consumer spending has been more resilient than business investment.  The spending 
rose 0.6% in October 2019, the most since April 2019 .  But on a rolling basis sales have 
grown by an average of just 0.1% over the past 12 months, the lowest on record.39 
 
Prime Minister Boris Johnson had previously said the UK would leave by 31 October 2019 
“do or die”.  He has agreed a deal with the EU but the bill implementing it has been put on 
hold.  The confirmation of a Brexit is now delayed until 31 January 2020.40  The independent 
think tank, National Institute of Economic and Social Research, has produced the first 
detailed assessment of how the UK economy will fare under Boris Johnson's new Brexit deal.  
A eport predicted that the economy would be 3.5% smaller than if the UK was to stay in the 
European Union by 2029.  It also predicted that a no-deal Brexit would see the economy 
shrink by 5.6%.41 
 
US Economy 
 
The US gross domestic product grew faster than expected in the third quarter of 2019, but 
slowed slightly as business investment continued to decline.  GDP grew at an annualized rate 
of 1.9% in the third quarter of 2019, down slightly from 2% in the second quarter.  
Economists polled by Dow Jones had expected the third-quarter economic growth to come 
in at 1.6%.  The better-than-expected data was the result of continued consumer spending as 
well as government expenditures.  Personal consumption expenditures rose at a 2.9% 
annualized rate while government spending grew by 2%.  42 
 
As of November 2019, US unemployment has been below 4% for more than 18 months and 
sits at a level last seen in 1969 at 3.6%.  The Federal Reserve did not have specific 
employment targets as it did for inflation43 and cut interest rates for the third time in 2019 as 
the US economy continued slowing amid ongoing trade disputes and weak global growth.  
The federal funds rate is now hovering between 1.5% and 1.75% since July 2019.  Federal 
Reserve Chairman Jerome Powell strongly suggested that the Federal Reserve would hold 
rates steady for the foreseeable future, given the estimated economic outlook of moderate 
economic growth, a strong labour market and inflation growing at around 2%.44  In 2019, 
wage increases have been around 3.5% year-on-year.  While September 2019 inflation was 
2.4%year-on-year, a significant acceleration in inflation would be necessary for the Federal 
Reserve to consider raising rates.  This constitutes a major hurdle given the absence of 
inflationary pressures.45 
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Regarding trade war, an interim trade deal which would be signed on 15 January 2020, 46 was 
widely expected to include a US pledge to scrap tariffs on about US$156 billion worth of 
Chinese imports, including mobile phones, laptop computers and toys.  In October 2019, 
China pledged to buy as much as US$50 billion worth of US agricultural products and open 
up its financial markets further to foreign investors.47  Although there are signs of 
compromising and the war could ease somewhat, but wider conflicts between the world’s 
two largest economies will continue.  The US tariffs on Chinese exports will not 
fundamentally resolve its trade deficit, which is caused by the high US government debt ratio 
and a low household savings rate. 48  The American business community in China is 
generally happy with the efforts being made to resolve the trade war but is less confident an 
interim deal will resolve the structural problems associated with China’s economy.  With an 
election coming next year, US President Donald Trump might be more interested in using 
the deal to support his political ambitions than resolving the systemic issues that worry the 
American business community.49 
 
China Economy 
 
China's GDP grew by 6% in the third quarter of 2019 from a year earlier.  It was the slowest 
GDP gain in at least 27 years.  In the second quarter of 2019, the National Bureau of 
Statistics of China announced that the economy grew 6.2% from 2018, as the country’s trade 
war with the US took its toll.  China’s GDP has fallen sharply since the first quarter of 2018, 
when it gained 6.8% due to credit tightening and the country’s trade dispute with the U.S.50 
China’s economic growth could moderate further in 2020, even though the global economy 
is likely to pick up, projected the International Monetary Fund.  The Fund estimated that the 
Chinese economy could grow at 5.8% in 2020.51 
 
Chinese manufacturing activity fell to an eight-month low in October 2019.  China’s official 
gauge of factory activity, the manufacturing purchasing managers index, dropped to 49.3 in 
October 2019 from 49.8 in September 2019.  The index has stayed below the 50 mark, 
which separates expansion from contraction, for six straight months since May 2019, 
indicating worsening business sentiment despite the government’s efforts to spur economic 
growth.  Weakness in the official factory-activity report was broad-based.  A sub-index 
measuring total new orders received by China’s manufacturers decreased to 49.6 in October 
from 50.5 in September 2019.52 
 
China’s retail sales of consumer goods rose 8.2% year on year in the first three quarters of 
2019, down from 8.4% in the first half.53  Car sales in China fell by 11.7%.  Such trends are a 
major setback for the Central Government’s efforts to shift the world’s second-largest 
economy toward greater reliance on consumer and corporate demand, instead of 
international trade and government-led investment.  Factory output growth slowed to 5.6% 
in January-September from 6% in the first six months of 2019, while growth in investment 
in factories, real estate and other fixed assets slowed to 5.4% from 5.5% in January-August 
2019.  Investment is being held back by trade-war uncertainties.  China’s slowdown increases 
the likelihood of interest rate cuts and other stimulus measures designed to shore up growth 
and avert job losses that could stoke political unrest.54 
 
Although, exports fell for the third month in a row in October 2019 by 0.9%, the worst run 
since 2016, yet it was a better result than the 3.9% drop predicted by economists in a 
Bloomberg survey.  The October result was also better than September’s 3.2% fall.  The 
modest decline could be seen as a sign that China’s export economy is starting to stabilize, 
helped by the prospect that the “phase one” trade deal with the US could lead to a reduction 
in tariff levels over time.55  Chinese companies have started to absorb the cost of US tariffs, 
cutting prices on exports to the US about a year into the trade war.  The research done by 
the United Nations Conference on Trade and Development indicated that Chinese exporters 
held off on price cuts until the second quarter of 2019 when they reduced prices of tariff-hit 
goods to the US by an average of 8%.56 
 
However, the latest economic data added weight to the argument that the slowdown in 
China’s economy was getting worse as the trade war with the US dampened consumer 
confidence and hurt the sale of goods.57  Analysis indicated that US tariffs caused a 25% 
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export loss, inflicting a US$35 billion blow to Chinese exports in the US market for tariffed 
goods in the first half of 2019.  US tariffs on China had made other players more 
competitive in the US market and led to a trade diversion effect.  Of the US$35 billion 
Chinese export losses in the US market, about US$21 billion (or 63%) was diverted to other 
countries, including Taiwan, Mexico, The European Union, Vietnam, etc.  While the 
remainder of US$14 billion was either lost or captured by US producers. 58 
 
Hong Kong Economy 
 
While the Hong Kong economy contracted by 2.9% year-on-year in the third quarter of 
2019, representing an abrupt deterioration from its mild growth of 0.4% in the preceding 
quarter.  The local social incidents took a heavy toll on consumption- and tourism-related 
sectors, dealing a very severe blow to an economy which had already been weakened by a 
synchronized global economic slowdown and escalated US-Mainland trade tensions.  Thus 
the economy has entered a technical recession in the third quarter of 2019, the first time 
since 2009.59 
 
The labour market showed signs of easing as economic conditions worsened.  The seasonally 
adjusted unemployment rate edged up to 2.9% in the third quarter of 2019, while the 
underemployment rate held steady at 1%.  The underlying consumer price inflation rose 
from 2.9% in the second quarter to 3.3% in the third quarter of 2019.  Domestic demand 
contracted significantly in the third quarter.  Private consumption expenditure weakened 
sharply, falling by 3.4% in real terms, its first year-on-year decline since the first quarter of 
2009, after expanding modestly by 1.3% in the preceding quarter.  The decline was mainly 
attributable to the serious disruptions to consumption-related activities caused by the local 
social incidents, although consumer sentiment was also affected by the subdued economic 
outlook.60 
 
The residential property market also softened in the third quarter of 2019.  The number of 
residential property transactions, in terms of the total number of sale and purchase 
agreements for residential property received by the Land Registry, plunged by 40% from its 
hectic level in the preceding quarter or 14% from a year earlier to 12,336 in the third quarter.  
Flat prices declined by 3% during the quarter of 2019, but were still 6% higher than in 
December 2018.61 
 
Hong Kong’s merchandise exports registered an enlarged year-on-year decline of 7.1% in 
real terms in the third quarter of 2019 amid further slackening of manufacturing and trading 
activities worldwide.  This was the largest decline for an individual quarter in a decade.  
Exports to the US continued to fall noticeably, and those to the EU worsened sharply to 
record a double-digit decline.  Exports to many major Asian markets, including the Mainland 
and Japan, also registered a decline of varying degrees.  Exports of services deteriorated 
sharply, falling by 13.8% year-on-year in real terms in the third quarter of 2019, the biggest 
decline since the second quarter of 2003.  This was mainly due to continued protests 
involving violence, which dealt a severe blow to inbound tourism and led to a plunge of 
32.2% in exports of travel services.  The fall in exports of transport services widened visibly, 
reflecting subdued cargo and passenger flows.  Exports of financial services, as well as 
business and other services, also fell, due to weaker cross-border financial and commercial 
activities amid softening global economic growth.62   
 
Financial Secretary Paul Chan warned a further downgrade for 2019 would be unavoidable 
and there was a very big chance the city would be in recession for the whole year.  Analysts 
highlighted that political risks brought about by social unrest in Hong Kong were 
manageable, but weakened public support for the city’s political and civil service institutions 
could, in turn, lower the city’s resilience against adverse economic developments.63   
 
 
Laying the Cornerstone in the Financial Sector 
 
Hong Kong is the third-largest financial centre in the world, ranked high in areas such as 
stock market, asset management and banking.  The success of Hong Kong relied on a stable 
and flexible capital market with ample liquidity, free flow of capital, commodities and 
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information, a wealth of talent, a sound legal system and an independent judiciary.64 
According to the latest annual survey conducted by Invest Hong Kong and the Census and 
Statistics Department, the number of business operations in Hong Kong with parent 
companies overseas or in Mainland China has exceeded 9,000.  Among them, 1,541 have set 
up regional headquarters in Hong Kong, representing a 9.1% increase over 2017.  The 
number of startups in Hong Kong has seen an even more encouraging growth of 42.8% to  
3,184 during the two-year period between 2017 and 2019.65  In the first quarter of 2019, the 
local stock market staged a strong rebound.  The Hang Seng Index (HSI) soared by 12.4% 
over end-2018 to 29,051 at end-March 2019, the largest quarterly gain since the third quarter 
of 2009.  In parallel, market capitalization expanded by 13.1% to HK$33.8 trillion.  By the 
end-March 2019, the local stock market ranked the fifth largest in the world and the third-
largest in Asia.66 
 
However, the latest set of figures and changes suggested that Hong Kong’s financial centre 
position is compromised.  In September 2019, Fitch cut Hong Kong’s credit rating for the 
first time since 1995, trimming it by one notch from AA+ to AA.  The downgrade was due 
to months of conflict and violence that amount to the largest test to the “one country, two 
systems” framework witnessed in the 22 years history of the Hong Kong Special 
Administrative Region.  Continued political unrest would further tarnish international and 
domestic perceptions of Hong Kong, including its business environment, rule of law and 
government institutions.67  Foreign exchange reserves fell from a record high of US$448.4 
billion in July 2019 to US$432.8 billion in August 2019, according to data from the Hong 
Kong Monetary Authority, with the US$15.6 billion declines the biggest since the data was 
first published in 1997.  Money is taken out of Hong Kong amid the anti-government 
protests, as well as Mainland China’s cooling economy and trade war with the United States, 
could have been the cause for the drop in the city’s foreign exchange.68  Nevertheless, the 
Hong Kong Monetary Authority has not seen significant capital outflows, and Hong Kong 
Dollar maintains at around 7.84 per US dollar. 69 
 
In the meantime, the development in the financial sector has been holding up.  The launch 
of new virtual banks in Hong Kong is also being delayed due to protests in Hong Kong.  
Most of the eight newly licensed digital banks in Hong Kong aim to begin operating before 
the end of 2019, but as the protests stretch continues, the new banks, seen triggering the 
biggest shake-up in Hong Kong’s retail banking sector for years, are now to launch in early 
2020.70 
 
Hong Kong’s initial public offering (IPO) market has been badly hit by the unrest in the city, 
plummeting nearly 43% in proceeds year to date as of October 2019.71  While the Chinese 
capital markets are enhancing their diversity and competitiveness through efforts to liberalize 
the IPO market, Hong Kong remains a top destination for IPOs based on its strong 
fundamentals.72  Mainland Chinese e-commerce giant Alibaba launched the IPOs in 
November 2019 in Hong Kong.  This is one of the world’s largest IPOs in 2019, and the 
biggest in Hong Kong in nearly 10 years, with a US$13 billion share sale.73 
 
As the dominant offshore RMB trading centre, Hong Kong facilitates 75% of RMB 
international payments, followed by Britain at 5.9% and Singapore at 3.5%.  However, weeks 
of anti-government protests and the impact of a deepening US-China trade war have led a 
drop in using RMB to settle international transactions.  Global payment transactions in July 
2019 involving the RMB dropped to the lowest level since October 2018 as the Hong Kong 
protests, reduced global trade flows and its depreciation since the spring hinder offshore 
use.74  At the same time, record amounts of RMB are now being traded daily in London.  In 
the second quarter of 2019, an average of 85 billion British pounds (US$109 billion ) worth 
of RMB were traded daily in London, up 8.8% quarter-on-quarter, and 22.9% year-on-year.  
This accounted for 43.9% share of RMB transactions carried out in offshore markets.  RMB 
bonds are now eligible as collateral accepted by the UK market.  All these factors strengthen 
the status of London as an offshore RMB hub and affect Hong Kong’s status.75 
 
To cope with the increasing competition, Government has set out a clear vision and 
blueprint for boosting the development of Hong Kong’s financial services industry.  
Government further improves the regulatory regime to strengthen financial security and 
increase investor confidence and protection, as well as introducing new initiatives in the 
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financial system.  Aside from consolidating our strengths, Government has developed new 
competitive edges to further enhance the overall competitiveness of our financial services 
sector.76 
 
One of the regulatory regimes is related to Environmental, Social and Governance (ESG) of 
corporates.  With the growing awareness and concerns around climate change, MSCI and 
S&P Global Ratings have respectively introduced ESG Rating and ESG Evaluation, and 
have included ESG criteria in assessing enterprises’ creditworthiness.  As an international 
financial centre, Hong Kong has always closely followed the development of the 
international standards and requirements on the enterprises’ ESG aspects.  Government 
encourages enterprises to enhance their work in these aspects through setting relevant 
disclosure requirements on ESG aspects for listed companies.77  In May 2019, the Hong 
Kong Monetary Authority unveiled three sets of measures, namely Green and Sustainable 
Banking, Responsible Investment and Centre for Green Finance to support and promote 
Hong Kong’s green finance development.  In April 2019, the Securities and Futures 
Commission (“SFC”) provided guidance to management companies of SFC-authorized unit 
trusts and mutual funds on enhanced disclosures for SFC-authorized green or ESG funds.  
The Stock Exchange of Hong Kong (HKEX) started a consultation to support and improve 
issuers’ governance and disclosure of ESG activities and metrics in May 2019, 78  and the 
conclusion to the consultation was issued in December 2019.  The changes on ESG Guide 
and related Listing Rules will be effective for financial years commencing on or after 1 July 
2020.79   
 
The insurance industry has also taken active steps in enhancing the regulatory regime.  The 
Insurance Authority (“IA”) has continued publishing new guidelines for authorized insurers 
and licensed insurance intermediaries as it transitions into its role as the sole regulator of 
insurance intermediaries in Hong Kong from 23 September 2019.  Regulatory guidance has 
been issued with respect of sale of long term insurance policies, enterprise risk management, 
qualifying deferred annuity policy and other areas such as the IA’s power to impose 
pecuniary penalty, “fit and proper” criteria and continuing professional development.  The 
IA has also turned its sights onto another regulatory hot issue: cyber security.  In June 2019, 
it published the Guideline on Cyber Security that sets out the minimum standards for cyber 
security.80 
 
The Hong Kong Monetary Authority has announced several new initiatives aimed at 
fostering the development of the fintech ecosystem in Hong Kong.  Among the initiatives 
announced at the Hong Kong Fintech Week was the signing of an MoU between Hong 
Kong Interbank Clearing Ltd and the People’s Bank of China (PBOC) Institute of Digital 
Currency to connect eTradeConnect and the PBOC Trade Finance Platform.  The newly 
announced proof-of-concept is expected to begin in the first quarter of 2020.  Once the 
connection has successfully been established, it will provide firms in both Hong Kong and 
Mainland China more convenient access to trade finance services, and enable financial 
institutions to expand their trade finance business.  The Hong Kong Monetary Authority 
also announced a joint research project underway with the Bank of Thailand.  Known as 
“Project LionRock-Inthanon”, the initiative is a follow-up to an MoU signed between the 
two central banks in May 2019 to study the application of a central bank digital currency to 
cross-border payments, which facilitates HKD-THB PvP (i.e. payment-versus-payment) 
capabilities among banks in Hong Kong and Thailand.  A joint report on the project is 
scheduled to be released in the first quarter of 2020.81 
 
Another new initiative would be on Insurtech.  The Insurance Authority granted its first 
virtual general license in October 2019 as it tries to encourage wider use of technology by 
Hong Kong’s insurers.  Online insurance services have taken off well in other markets such 
as the US, Europe and even Mainland China recently.  Insurtech provides the opportunity 
for both consumers and the industry to improve the customer experience, enhance 
inclusiveness, build a sustainable fintech ecosystem, reduce the compliance burden and 
induce greater supervisory efficiency.82 
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The incidents in the past few months have affected Hong Kong’s international image and 
undermined its attractiveness to overseas investors.  Nevertheless, the authorities have been 
laying the groundwork which is essential to the continuous development in the financial 
sector, even under the trying circumstances.  After the social climate has been calmed, more 
resources must be devoted to carrying out promotional work and other effective measures to 
rebuild confidence in Hong Kong as soon as practicable.  With Hong Kong’s solid 
foundation, the opportunities arising from the region, as well as the strong adaptability of 
Hong Kong people, Hong Kong will be able to ride out this storm and move on.83  
 
 
Transitional and Challenging Year for Retail Sector 
 
In view of the ongoing social instability in Hong Kong since June 2019, protests have sprung 
up on an almost daily basis, with crowds gathering with little notice, at times forcing the 
government, businesses, schools and even the international airport to close.  Retail operators, 
from prime shopping malls to family-run businesses, have been forced to close for multiple 
days over the past few months.84  The total retail sales decreased dramatically by 24.3% in 
October 2019 compared with the same period in 201885, as violent clashes spread across 
shopping districts and took a heavy toll on malls and restaurants. 86  Among various 
categories of retail sales, “jewellery, watches and valuable gifts” were hit the hardest with a 
42.9% plunge87.  It was provisionally estimated that the value of total retail sales decreased by 
9% in the first ten months of 2019 compared with the same period in 201888.  The pressure 
of weakened consumption from local residents and visitors on the labour market has 
surfaced gradually.  The unemployment rate of the consumption- and tourism-related sectors 
has increased to 5% from August to October 2019,89 reaching its highest in more than two 
years.  The unemployment rate of the food and beverage industry, in particular, faced a sharp 
increase of 6%90 at a six-year high.  According to a survey conducted by Hong Kong Retail 
Management Association, more than one in 10 retailers in Hong Kong could close down in 
the first half-year of 2020 as social unrest and violent protests deter tourists, threatening the 
survival of smaller operators.91   
 
To counter the challenges posed by the economic downturn, Government has announced a 
series of measures92 since August 2019 intending to support small and medium enterprises 
(SMEs) in the affected sectors to safeguard jobs and relieve financial burdens.  For instance, 
waiving 27 groups of government charges for 12 months to benefit a wide range of sectors, 
including logistics, retail, catering and tourism; reducing the rental by 50% for six months for 
most short-term tenancies of government land for community and business uses; planning 
specific training programmes by the Employees Retraining Board to assist unemployed and 
under-employed workers in trades suffering from the downturn to upgrade their skills, 
increase their competitiveness and provide special allowances.  
 
Furthermore, in the Policy Address 201993, Government announced a range of adjustments 
of the existing SMEs funding schemes.  These included HK$1 billion injection into the 
Dedicated Fund on Branding, Upgrading and Domestic Sales, and significantly increasing 
the funding ceiling for each enterprise under its Mainland Programme and Free Trade 
Agreement Programme to HK$2 million; HK$1 billion injection into the Export Marketing 
and Trade and Industrial Organisation Support Fund to double the cumulative funding 
ceiling for each enterprise under the SME Export Marketing Fund to HK$800,000; 
provision of 90% guarantee under the SME Financing Guarantee Scheme for approved 
loans; extension of the application period of the special concessionary measures under the 
SME Financing Guarantee Scheme and the validity period of the three enhancement 
measures to 30 June 2022; and introduction of a relief measure under the SME Financing 
Guarantee Scheme and the SME Loan Guarantee Scheme where enterprises may apply for 
principal moratorium of up to six months, during which only interest repayments have to be 
made.  
 
These initiatives, however, were considered ineffective in tackling the hardships faced by the 
industry.  Government was urged to provide more direct relief measures in the form of 
practical financial subsidies and rates reduction94.  The industry also called for rent 
reductions from landlords in the private sector in the face of adversity95.  According to a 
report produced by property consultancy company, Savills, the citywide index of rental rates 
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for street-level shops has decreased on an average of 15.4%96 in the third quarter of 2019, 
compared to the preceding three-month period.  Some leading landlords offered short-term 
and ad-hoc relief measures to their tenants.  For example, Swire Properties has conceded 
10%-30% rental reductions on a case-by-case basis97, while Sun Hung Kai Properties and 
Hang Lung Properties have waived rental fees for the days when their shopping centres had 
to be closed due to protest activities98.  Similarly, financial support initiated by the business 
sector is also well received by affected industries.  For example, the Li Ka Shing Foundation 
has launched a HK$1 billion Crunch Time Instant Relief Fund, among which HK$200 
million was allocated for SMEs in the food and beverage industry99, shortly followed by 
another HK$600 million allocation for SMEs in the retail industry100.  Each enterprise may 
apply for up to HK$60,000 cash subsidy.      
 
In view of the tough retail climate underlines the importance for retailers to adapt to 
changing consumer preferences and spending patterns to maintain a competitive edge.  More 
consumers have been emphasizing on consumer experience, and more and more retailers are 
moving to create a more engaging and experience-driven shopping journey with innovative 
and unconventional retail strategies such as “retailtainment” and “coopetition”. 101  Under 
the challenging economic circumstances particularly for brick-and-mortar retail businesses, it 
is also suggested that the industry could seize the opportunity given rise by the steady e-
commerce development in Hong Kong and the Greater Bay Area (GBA) regions.  To 
promote the adoption of technology and e-commerce by SMEs, Government has further 
subsidized enterprises in using technology to improve productivity or upgrade their business 
processes through regularizing the Technology Voucher Programme102 in February 2019 and 
increasing the funding ceiling for each applicant from HK$200,000 to HK$400,000103.    
 
Market researches predicted that artificial integration, such as voice assistant104 and facial 
recognition enabled by smart devices, could enhance customers’ online shopping experiences 
and would increase profitability in the retail industry by 60% by 2035105.  More brands are 
increasingly tapping the power of emerging technologies like AR and VR to appeal to a new 
generation of tech-savvy shoppers who value personalized experience. 106 
However, careful attention should be placed in regards to the tightened privacy and data 
protection required by the General Data Protection Regulation (GDPR) of the European 
Union (EU) that came into effect on 28 May 2018.107  While the GDPR only applies in the 
28 EU member states, the laws have implications for any company that collects data on 
European residents even if their businesses are based abroad108.  In other words, Hong Kong 
companies which fail to comply with their legal obligations under the GDPR will also be 
exposed to a potential fine of up to EUR€20 million, or 4% of the company’s worldwide 
turnover, whichever is higher109.  In the meantime, similar regulations are implemented to 
protect residents of different parts of the globe.  The California Consumer Privacy Act will 
be effective from 1 January 2020 aiming to protect California residents’ data and personal 
information online and saddling businesses with more responsibility.  Under the new 
regulations, California residents will be able to demand companies to disclose what 
information is collected on them and request a copy of that information.110  There are also 
calls in the US for passing the Deceptive Experiences To Online Users Reduction 
(DETOUR) Act which will ban online platforms with over 100 million monthly active users 
from using so-called “dark patterns.” The term refers to interfaces designed to coax users 
into taking actions that often result in giving up more information than the user realizes, 
such as prompts to access phone and email contacts in order to keep using the platform. 111 
 
Moreover, a new 11.9% value-added tax has been introduced by Chinese authorities on 
foreign goods purchased via the internet, which will likely result in higher logistics costs and 
potentially discourage demands from Chinese consumers112.  To minimize the impacts of 
these additional costs and to diversify the business mix, Government has been in close 
collaboration with the relevant authorities in sponsoring incubation programmes and 
exchange projects to support young creative and innovative talents and start-ups from Hong 
Kong to develop their businesses in the GBA113.    
 
While the market outlook is overshadowed by the protests114 and changes in regulations, the 
retail market will only be restored with the support of different stakeholders, expansion of 
the market and adaption of new technologies.  
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Restoring Confidence in Tourism, MICE and Hospitality Sectors 
 
Being one of the four pillar industries in Hong Kong, tourism, Meeting, Incentives, 
Conferencing, Exhibitions (MICE) and hospitality sectors have also been hard hit by the 
economic downturn and recent protests.   
 
Fostering by the completion of cross-boundary transportation infrastructure, the number of 
arrivals have been growing for the past few years and took a sharp turn from July 2019.  
Overall visitor arrivals in the third quarter of 2019 plunged by 26%115 to 11.9 million 
compared to the third quarter of 2018, marking the sharpest year-on-year drop since the 
SARS outbreak in the second quarter of 2003.  The total number of visitors to Hong Kong 
in October 2019 decreased drastically by 43.7%116 compared to the same month in 2018, 
with the most significant drop of 45.9%117 in the number of Mainland visitors.  During the 
Golden Week from 1 October to 7 October 2019, the number of Mainland visitors 
plummeted to about 671,000 by over 50% compared with the same period in 2018118.  There 
were only 111 inbound tourist groups from the Mainland recorded by the Travel Industry 
Council of Hong Kong (TIC) throughout the seven-day period, meaning less than 16 tour 
groups had visited Hong Kong per day on average and an 85% decrease on a year-on-year 
basis119.  Meanwhile, the hotel sector was heavily struck with the average hotel room 
occupancy rate dropped significantly from 91% in the third quarter of 2018 to 72% in the 
third quarter of 2019120.  The average achieved hotel room rate also dropped by 16.2% 
compared to 2018121.   
 
According to Government analysis122, business receipts of the tourism, convention and 
exhibition (C&E) services domain suffered the largest year-on-year fall since the SARS 
episode in 2003.  Comparing the third quarter of 2019 with that of 2018, double-digit 
decreases were recorded in business receipts of the accommodation services, retail, wholesale 
and food services industries by 19.1%, 17.5%, 12.2% and 11.7% respectively123.  As for a 
seasonal comparison with the second quarter of 2019, business receipts of the tourism and 
C&E services domain also decreased by 29.7%124 in the third quarter of 2019.   
 
The impact of declining performance in the tourism sectors on the employment market has 
begun to surface.  The unemployment rate of the consumption- and tourism-related segment 
rose from 3.9% from April to June 2019 125to 5% from August to October 2019, which was 
the highest level since the beginning of 2017126.  Compared with the second quarter of 2019, 
the number of employees in the segment decreased significantly by around 47,000127.  
According to a survey conducted by the Hotels, Food and Beverage Employees 
Association128 (HFBEA) in August 2019, 77% of respondents had been requested by their 
companies to take no-pay leave ranging from one to three days, while 43% of respondents 
expected that layoff would occur in the near future129.  The HFBEA urged that employers 
should make good use of the low season and provide internal training for staff, instead of 
forcing them to take no-pay leaves during the time of difficulty.  The industry also called for 
Government to provide training courses and education subsidies for employees to sharpen 
their skills and stay competitive.  In this regard, the Employees Retraining Board has 
introduced the “Love Upgrading Special Scheme” to allow those unemployed or under-
employed practitioners from the tourism industry, who are required to take no-pay leave, to 
attend courses from October 2019 to March 2020 with a special allowance of up to 
HK$4,000 each month.   
 
To enhance the competitiveness of Hong Kong practitioners in the tourism industry and to 
deepen collaboration with neighboring regions, the Human Resources and Social Security 
Department of Guangdong Province and the Department of Culture and Tourism of 
Guangdong Province promulgated in September 2019130 the pilot implementation plan 
where Hong Kong and Macao tourist guides and tour escorts could practise in Zhuhai 
Hengqin New Area (Hengqin).  Hong Kong and Macao tourist guides and tour escorts are 
eligible to apply for Hengqin tourist guide certificate and work in Hengqin after completion 
of training and examination organized by Hengqin’s tourism authority.  The plan was well 
responded to by the trade, 669 Hong Kong tourist guides and tour escorts have applied for 
the training as at 31 October 2019131. 
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In response to the industry’s request132, Government also announced a Cash Incentive 
Scheme, under which travel agents will get HK$120 for each inbound overnight visitor and 
HK$100 for every outbound traveller, up to a total of HK$60,000.  The plan is expected to 
run between November 2019 and March 2020133.  Overall, the Cash Incentive Scheme has 
been well received by the industry.  As of 30 November 2019134, Hong Kong Tourism Board 
(HKTB) and TIC have received about 100 applications from travel agents involving close to 
15,000 travellers.135   
 
Due to the ongoing social instability, around 40 countries or regions have issued travel 
advisories on visiting Hong Kong since July 2019136.  Several well-anticipated annual 
international events had reluctantly been cancelled since June 2019, including Hong Kong 
Dragon Boat Carnival137, Hong Kong Cyclothon, Hong Kong Wine and Dine Festival138, 
and Formula-E Championship scheduled for February 2020139.  Singapore has replaced 
Hong Kong as the top choice for visitors and business events.  According to the Singapore 
Tourism Board, the average hotel occupancy rate in July 2019 climbed to its new high since 
2005 at 93.8%140.   
 
In response to the challenges posed by recent social situations, HKTB suspended its large-
scale promotion work in the Mainland and overseas markets in the second half of 2019141, 
and will relocate its resources to restore confidence in Hong Kong as a desirable travel 
destination through alternative strategies, starting with residents.  For example, HKTB has 
stepped up its promotion of Hong Kong Great November Feast 2019 to residents to 
encourage more locals to dine out and help boost local spending142.  Moreover, HKTB 
promoted the celebration of the Hong Kong New Year Countdown in a brand new way, 
where a lucky draw was launched for the first time, and a special edition of A Symphony of 
Lights with additional rooftop pyrotechnic effects.143   
 
On the other hand, according to HKTB’s original work plan, the total marketing budget in 
2019-2020 was estimated at about HK$433 million144 while additional funding of HK$326 
million was allocated in the 2019-2020 Budget to HKTB to strengthen its promotion of 
Hong Kong.  As a result of the cancelled events and suspension of scheduled promotion 
work, the total expenditure of the 2019 financial year is expected to be about HK$200 
million145 less than the original estimate.  To better utilize these resources, HKTB has been 
actively preparing for both short and long-term promotion plans and initiatives.  For 
instance, promotion plans will be gradually launched in international short-haul markets, 
which include establishing a common platform for businesses from all sectors in the city to 
promote enticing offers to visitors and locals.  Also, the influence of residents will be 
leveraged to attract their overseas relatives and friends to stimulate spending and generate 
business for the related industries146.  In the near future, HKTB aims at strengthening the 
promotion and enriching contents of various mega-events, such as injecting new elements 
into the International Chinese New Year Carnival to be held during Chinese Lunar New 
Year in January 2020, as well as stepping up overseas promotion of the Hong Kong Sevens 
Game which is scheduled for April 2020147. 
 
Harnessing the increasing popularity of in-depth local tourism, HKTB has launched two 
district programmes148 in Central and Sham Shui Po in recent years.  These programmes 
received positive feedback from the travel trade and visitors.  HKTB will continue to enrich 
the contents of the Old Town Central and Sham Shui Po promotions, leverage new 
attractions and new elements in Central, Sheung Wan and Sham Shui Po, and invite visitors 
and locals to explore the districts.  As more tourists are looking for unique travel experiences 
during their stay in Hong Kong, HKTB has produced video journals “Travel with Darley to 
Awe Inspiring Hong Kong149” in collaboration with Darley Newman, a renowned five-time 
Emmy nominated TV travel host, for visitors to experience the history, culture, cuisine, and 
excitement of Hong Kong with a more local insight.  
  
In addition, the Tourism Commission (TC) is organizing a three-year pilot scheme 
integrating various tourism elements and the first event, namely the Yim Tim Tsai Arts  
Festival 2019,150 was held from 30 November 2019 to 29 December 2019.  This pilot 
scheme is co-created by local artists, youngsters and villagers by integrating various tourism 
elements, turning the island into an open museum, and showcasing the co-existence of 
Roman Catholicism and traditional Hakka culture, and the spectacular natural landscape with 
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installation art.  Guided tours and activities covering the history, culture, ecology and religion 
of Yim Tin Tsai have held for both locals and visitors to explore this unique heritage of 
Hong Kong151.  During the Arts Festival, an exhibition in Sai Kung Waterfront Park has also 
been set up for visitors to explore the attractions and natural landscape of Sai Kung152.  
       
In future, HKTB will continue to develop in-depth local tourism through distributing 
tourism resources in different districts and communicating thoroughly with district 
stakeholders when formulating district promotions and designing project details153.  As an 
attempt to further diversify tourist appeals, TC, related government departments and the 
local comics and animation industry have jointly re-designed and enriched the Ani-Com 
Park154 at Wanchai Harbourfront as a new tourist attraction opening to visitors from April 
2019 to March 2021 with free admission.   
 
Another strategy to increase Hong Kong’s relevance and appeal to a wider audience is to 
promote green tourism.  In this regard, Government announced in the 2019 Policy 
Address155 that the facilities of Wong Nai Chung Gap Trail will be upgraded to enhance its 
appeal as a heritage and green tourism attraction to offer better visitors experience.  
Moreover, to further promote green tourism in Hong Kong, Government will study the 
feasibility of developing Pak Tam Chung into a green tourism hub and a gateway to the Sai 
Kung Country Park and the Hong Kong UNESCO Global Geopark156.  In collaboration 
with National Geographics, HKTB has recently produced in October 2019 a new 
promotional guidebook, namely the “Great Outdoors Hong Kong - Hiking and Cycling 
Guidebook 2019-2020”, to promote green tourism to nature lovers.  The guidebook 
introduces different hiking and cycling trails for visitors according to geographic locations, 
difficulties, and nearby attractions, etc.  A series of Ultra Trail du Mont Blanc qualifying 
races are also being held in Hong Kong from November 2019 to March 2020.  It is 
anticipated that these international races could help promote Hong Kong’s natural beauty 
and enhance Hong Kong’s image as a diversified travel destination including green tourism.    
 
At the same time, the MICE industry contributes to 2.3% of Hong Kong’s economy with 
more than 80,000 employees serving nearly two million visitors annually.  These groups of 
visitors normally have higher spending powers157.  Therefore, Hong Kong must restore its 
competitiveness and visitors’ confidence in it being a preferred tourist and MICE destination.  
In the short term, HKTB will waive full renewal fee for all Quality Tourism Scheme (QTS)-
accredited merchants158 for one year from 1 October 2019 to 30 September 2020, in the 
hope of alleviating the operation costs for merchants.  This is expected to benefit over 8,000 
outlets159.  As for new applications to the Scheme, a 50% reduction on the application fee 
will be applied.  Moreover, starting from 1 October 2019 to 31 March 2020, HKTB has been 
waiving the participation fees of the travel industry for joining trade fairs and travel missions 
organized by HKTB in the Mainland and overseas160.  Besides encouraging the travel 
industry to participate in trade fairs outside Hong Kong, HKTB has also encouraged tour 
operators to serve inbound small-sized MICE groups with up to HK$40,000 funding 
support.  The minimum group size has been lowered from 30 to 20 non-Hong Kong 
participants with effect from 1 October 2019 to 31 March 2020161.        
 
As one of the measures to support enterprises and employment, Government announced 
that the turnover rent received from the terminal operator of the Kai Tak Cruise Terminal 
would be used, through the operator, to offer fees and rent reduction for cruise lines and 
existing tenants to support their continuous deployment and berthing in Hong Kong and 
promote the business of relevant sectors.  The arrangement will last for six months with 
effect from 1 December 2019162.  Moreover, in light of the upcoming expiry of the existing 
tenancy of the Kai Tak Cruise Terminal in mid-2023, it was announced in the 2019 Policy 
Address163 that arrangements would be made for the new tenancy to enhance the facilities at 
the Terminal and the ancillary commercial area and the service standard of the terminal 
operator. 
   
Government has also been implementing plans to upgrade and expand infrastructure to 
support the continual growth of the MICE industry in the medium to long run.  The 
consultancy study report on the Demand Study for New Convention and Exhibition 
Facilities in Hong Kong published in 2015 revealed that 84,400 and 132,500 square metres 
of additional C&E space would be needed in Hong Kong by 2023 and 2028 respectively164.  
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Government is actively taking forward the redevelopment of the three government towers in 
Wanchai North and Kong Wan Fire Station into C&E facilities, hotel and office.  Following 
the completion of the West Kowloon Government Offices in early 2019, relocation from 
the three Wanchai government towers would start in phases and is expected to complete by 
2026.  At the same time, Government will continue to look into development of C&E 
facilities above the Exhibition Station of the MTR Shatin to Central Link, and the expansion 
of the Asia World-Expo on the Airport Island165.  It is hoped that Government could 
expedite the progress of relocating the government towers in Wanchai, to speed up 
completion of the additional C&E space to reinforce Hong Kong’s status as an international 
business and trading hub and to strengthen its competitiveness in MICE tourism.  
 
Apart from introducing a series of immediate remedial measures to alleviate the challenges 
faced by the tourism and MICE industries, Government has also been adopting different 
promotion strategies and tactics with the major emphasis on enriching the visitor experience, 
providing more diversified spots of local and green tourism, upgrading the facilities and 
enhancing Hong Kong’s competitiveness in tourism and MICE industries in the long term.  
It is envisaged that local and international visitors would gradually restore confidence in 
Hong Kong as an attractive tourist destination.   
 
 
Cultivating the Ecosystem of Innovation & Technology 
Innovation and technology (I&T) are in top priorities of policy agenda and it was stated in 
2019-20 Budget that the development of I&T would bring huge economic benefits to Hong 
Kong.166  According to the Global Innovation Index 2019, Hong Kong gained one position 
from last year as it ranked 13th among the 129 economies featured in the Index.167  It 
performed the best in market sophistication and creative outputs while its weakest 
performance was in knowledge and technology outputs.  It was also slightly behind its 
counterparts Singapore and Korea in the region.168  To further enhance I&T development, 
various measures have been taken to boost its development in the long-run. 
 
The Hong Kong-Shenzhen Innovation and Technology Park (HSITP) at the Lok Ma Chau 
Loop is one of the projects aiming to strengthen the I&T development in Hong Kong.   
 
The infrastructure project has commenced in June 2018 and HK$20 billion has been set 
aside in 2018 for the Park’s first stage construction works.169  At this stage, the advance 
works have been making good progresses which mainly include the establishment of an 
Ecological Area (EA) of 12.8 hectares within the Loop, the construction of temporary access 
to the Loop and the erection of temporary noise barriers along Lok Ma Chau Road.170  The 
EA will be divided into four reed cells and one freshwater marsh cell for planting mainly of 
reeds and some aquatic plants.  The first batch of land is expected to be available by 2021 for 
the development of buildings and associated facilities for Phase 1 of the Park.171  While 
HSITP is being developed, wetlands and green areas of the Loop are being conserved to 
maintain the ecology and biodiversity.  It is in the hope that HSITP not only can be 
developed into a world-class Research and Development (R&D) hub, but also can strike a 
balance between development and conservation.  It is also expected that HSITP can further 
stimulate cross-border academia-industry collaboration and advancement of the biotech 
industry in Hong Kong.172 
 
In terms of the policy, further investment on I&T was also announced in the 2019-20 
Budget covering various aspects.  Firstly, Government has provided funding of HK$10 
billion to establish two innovative clusters in the Science Park, namely “Health@InnoHK” 
focusing on healthcare technologies and “AIR@InnoHK” focusing on artificial intelligence 
and robotics technologies.173  The two clusters give an edge in pooling top-notch local, 
Mainland and overseas universities, scientific research institutions and enterprises to 
collaborate and undertake R&D activities together.  Secondly, HK$800 million will be 
allocated to support R&D work and the realization of R&D results by universities, key 
laboratories and engineering research centres.  The annual funding ceiling for each university 
under the Technology Start-up Support Scheme will also be doubled to HK$8 million to 
better nurture university start-ups.174  Thirdly, the Corporate Venture Fund of the Science 
Park has been extended to HK$200 million to support the growth of its tenants and 
incubates.175 HK$20 billion has been injected into the Research Endowment Fund of the 
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Research Grants Council under the University Grants Committee to provide research 
funding according to the 2019 Policy Address.176  Last but not least, a provision of HK$16 
billion will be dedicated for UGC-funded universities to enhance or refurbish campus 
facilities for R&D activities such as laboratories, to create an optimal teaching and research 
environment for university students and R&D staff.177 
 
Hong Kong is also ready to welcome a new digital era based on emerging 5G technology.  
Government launched a pilot scheme in March 2019 in which about 1,000 government 
premises were opened up for applications to facilitate mobile network operators to roll out 
5G networks.178 A total of 4,500 MHz of spectrum for 5G services is made available.179  5G 
spectrum was auctioned off to four mobile network operators including China Mobile Hong 
Kong, Hong Kong Telecommunications (HKT), Hutchison Telecommunications Hong 
Kong Holdings and SmarTone Telecommunications in October 2019.  According to the 
Communications Authority, the assignment of the spectrum will take effect in April 2020 
and run for 15 years.180 HKT, which holds the largest amount of mobile radio spectrum, 
organized a 5G Tech Carnival in June 2019 offering exhibitions and interactive 
demonstration zone to showcase the latest development of emerging technologies such as 
5G, artificial intelligence (AI), robotics, data analytics and cloud computing to visitors.181  
The Hong Kong Applied Science and Technology Research Institute also conducted 
multiple testing scenarios for autonomous or self-driving vehicle trials for 5G research 
purposes.182 Hong Kong is in full-swing for the 5G development which will revolutionize 
the mobile user experience by its enhanced technical capabilities and open up huge potential 
for commercial services. 
 
5G mobile network implementation offers a grounding to promote smart city development.  
Government has published the Smart City Blueprint in 2017 with the vision to embrace I&T 
to build a world-famed Smart Hong Kong characterized by a strong economy and high 
quality of living.183  After the announcement, 70 smart city initiatives are being conducted at 
full speed, covering “Smart Travel”, “Smart Life”, “Smart Environment” and “Smart 
Citizen”.184  To bring forward the smart city initiatives and spread the concept to community, 
the new Smart Identity Card has been introduced in November 2018.  Enhanced aspects 
include card durability, chip technology on personal data protection and sophisticated 
security features.185  
 
The three-year Multi-functional Smart Lampposts pilot scheme is also being implemented in 
phases as part of Government’s drive to foster smart city development.  Under the scheme 
400 smart lampposts will be installed in districts with higher pedestrian and traffic flow such 
as Central, Admiralty, Tsim Sha Tsui.186 Fifty of them have already been installed near Kwun 
Tong and Kai Tak Development Area since the end of June 2019.  Meteorological data, air 
quality data and traffic flow are being collected by the smart devices.187 The scheme also 
makes provision for mobile network operators to install 5G base stations and to offer free 
Wi-Fi services.188  In addition, the 2019-20 Budget earmarked HK$300 million to develop a 
geospatial data sharing platform and 3D digital maps of the whole territory for the 
development of a smart city.189   
 
Hong Kong is now the world’s second-largest funding hub for biotech and its biotech 
ecosystem is favoured by world-renowned research institutions.190  There are two world-
renowned medical schools at the University of Hong Kong and the Chinese University of 
Hong Kong which ranked amongst the world’s top 50 and offer strong biotech research 
capabilities.191  Government supports the biotech development as more than 500 projects 
related to biotech have been approved by the I&T fund by the end of January 2019, 
receiving total funding of about US$130 million.192  The Hospital Authority is also 
establishing a big data analytics platform to stimulate biotechnology research with the setting 
up of a data collaboration laboratory on a pilot basis, offering more flexible and interactive 
data sharing.193  Government is also strengthening cooperation with the Mainland authorities 
in the field of life sciences.194  After a year since the start of the new regime to welcome pre-
revenue biotech and life sciences companies, ten biotech companies including seven pre-
revenue biotech companies have listed in Hong Kong markets, raising a total of HK$33.8 
billion.195  Having a strong linkage with the Mainland biotech companies and research 
institutions, Hong Kong is positioned as a bridge between Mainland China and the 
international market for biotech development. 
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While the emerging technologies have brought new opportunities and benefits to the 
community, it also raised several security issues for those who wish to exploit the new 
technology.  Cybersecurity has been the main focus as everything from artificial intelligence; 
robotics to the Internet of Things (IoT) and virtual reality are being linked together by 5G.196 
The massive amount of data related by 5G networks will make it much more difficult to spot 
anomalies in user behaviour resulting from hackers.  With billions of devices connected to 
the Internet, the complexity of securing corporate networks has been increased for cyber 
criminals to have an incredibly large attack surface.197  While Mobile Cloud Computing 
(MCC) migrates the concepts of cloud computing into 5G ecosystems, this creates several 
security vulnerabilities attributed to the architectural and infrastructural modifications in 
5G.198  
 
Protection of personal privacy is another critical aspect of 5G and smart city security.  
Challenges include access to location information, or leakage of personal voice, health, and 
lifestyle data.  Recently in a protest some demonstrators cut down smart lampposts as there 
are public concerns over surveillance.199  They expressed worries towards surveillance by 
Chinese authorities as smart lampposts could contain high-tech cameras and facial 
recognition software, which would affect personal liberties.200  Though Government has 
clarified that the devices did not have any facial recognition functions and data would not be 
shared with third parties for identification purposes, the public would need further education 
and information to build up trust from the arousal of advanced technologies. 201  To address 
the social concern over privacy, Government decided to go slow on the project of lamppost 
installation. 202  The Multi-functional Smart Lampposts Technical Advisory Ad Hoc 
Committee suggested that while Government should continue with the smart lamppost 
project for smart city development in Hong Kong, cameras on the smart lampposts could be 
replaced by other technology solutions, such as LIDAR and thermal detectors, to enlist 
wider community support for the smart lampposts.203 
 
In respect of the growing demand of I&T industry, nurturing talents is another important 
aspect for cultivating the innovation ecosystem.  In 2019 Policy Address, the coverage of the 
Technology Talent Admission Scheme which was first launched in August 2018 has been 
extended to companies outside the Hong Kong Science and Technology Parks Corporation 
(HKSTPC) and Cyberport to cover new technology areas.204  The coverage of the 
Researcher Programme, Postdoctoral Hub and Public Sector Trial Scheme have also been 
extended to all technology companies conducting research and development activities.  
Monthly allowance for researchers has been increased by HK$2,000, and the funding period 
has been extended from two years to three years, to attract more local graduates to the 
industry.205  To ensure sufficient accommodation for talents, HKSTPC is constructing an 
InnoCell, which will offer about 500 residential units with a flexible design to tenants, 
incubates or visiting researchers by 2021.  HK$5.5 billion has also been set aside for the 
development of Cyberport 5 to accommodate more technology companies and start-ups and 
provide a pathway for young people to pursue a career in I&T.206   
 
Furthermore, emphasis is being placed on the education sector to pave the way to nurture 
talents as HK$500 million will be deployed to provide funding to publicly funded secondary 
schools to set up IT innovation labs.  Each secondary school benefiting will be granted 
HK$1 million to procure the necessary IT equipment and organize relevant extra-curricular 
activities such as blockchain and cloud computing to deepen students’ knowledge of cutting-
edge IT while helping youngsters to build a good IT foundation.207  In view of the demand 
of the technology industry, the UGC-funded universities have proposed more cross-
disciplinary programmes such as those relating to AI and financial technology in the 
Planning Exercise Proposals for the coming three years to provide more opportunities.208 
 
To support and cultivate the ecosystem of I&T, Hong Kong should focus on the long-term 
development of 5G infrastructure, establishing a well-connected market for promoting the 
new inventions and talent pooling.  
 
 



- 19 - 
 

 

Social Good Reshapes the Business Landscape 
 
The topic of sustainability has become a major focus in recent years as it is closely related to 
every part of our lives.  From consumer behaviour, eating habits to fashion, the concept of 
sustainability penetrates to different aspects and it is important to put together steering 
efforts for a sustainable future. 

Consumer behaviour is gradually changing to preserve environmental well-being.  The use of 
disposable straw and other plastics has been gaining attention for its damage to the marine 
eco-system.  Following the “No Straw Day” firstly launched in 2017, the “No Straw 
Campaign” has been launched by the Ocean Park Conversation Foundation (OPCFHK) for 
three consecutive years.  More than a doubled number of partnering organizations supported 
the campaign in 2019 with over 1,700 restaurants, educational institutions, corporations and 
government departments joining to promote public awareness on the threats that plastic 
products have on the environment.209  A survey conducted by OPCFHK in May 2019 
revealed that there was a reduced straw consumption by over 30% in the past two years.  
The figure dropped from 1.7 billion in 2017 to 1.08 billion in 2019.210  Paper straw is also 
being used more widely as a substitution by most of the chained fast-food restaurants.211  In 
the long run, it is advised that the consumers should not only focus on the use of straw but 
also changing their behaviour in all plastics items as a whole to better protect the Earth.212 

In terms of eating habits, it has a significant contribution to a sustainable environment.  The 
concept of Green Monday has been introduced to society a few years ago.  Vegetarian is 
becoming widely accepted by the public concerning the latest “Hong Kong Vegetarian Habit 
Survey” released by Green Monday.  The survey revealed that almost one-third of Hong 
Kong people heard and aware of Green Monday.  Nearly a quarter of the population 
practised flexitarian and 70% Hongkongers were willing to practise flexitarian.  The ratio of 
“hardcore meat lovers” almost halved compared with four years ago and the number of 
female vegetarians increased significantly from less than 2% to nearly 5% in recent years.213  
The findings indicated that Hongkongers were reducing their meat consumption which was 
in line with the global trend as the government of Canada has recently released their new 
food guide which encourages people to increase the uptake of protein from plant-based 
sources instead of milk and dairy products.214 
 
Sustainable seafood is also playing an increasingly important role in the market since the 
World Wildlife Fund (WWF) introduced the “Promoting Sustainable Seafood through 
Seafood Guide Programme” in 2017.215  WWF has also established Seafood Guide 
categorizing seafood into three types: Red-Avoid Category; Yellow-Reduce Category and 
Green-Recommend Category based on seafood’s place of origin and the way they are being 
caught.216  Companies are encouraged to set up an internal Sustainable Dining Policy to 
avoid consuming unsustainable food at corporate events.  WWF also works closely with 
supermarkets to make sustainable seafood more accessible in the supermarket and have 
threatened species taken off shelves.  A comprehensive sustainable seafood procurement 
policy is in place and recent studies have indicated positive results addressing the issue. 
According to the latest “sustainable seafood procurement policy scorecard” released by 
WWF, seven out of nine major supermarket groups have stepped up their commitments and 
actions to supply sustainable seafood for customers.217  The scorecard measures six key 
performance areas surrounding seafood procurement, including “avoid selling threatened 
species” and “setting sustainable seafood target and promotion” etc.  Out of the six key 
performance areas measured, there is good progress made by the industry in areas of “setting 
sustainable seafood targets and promotion” as well as “proper labels with detailed 
information”, indicating that supermarkets in Hong Kong are actively pursuing sustainable 
purchasing in terms of seafood procurement at different levels.218  Supermarkets’ purchasing 
practices play a significant role in promoting sustainable seafood for consumers and every 
citizen can now search for sustainable food easily with the availability of various apps and 
websites promoted by the Business Environment Council.219 

Sustainability matters to every part of our lives and today’s consumers are taking note of 
fashion brands’ sustainability focus as well.  The latest Pulse of the Fashion Industry report 
showed that 75% of consumers viewed sustainability as extremely or very important.220  
Customers are increasingly interested in fashion brands’ eco-friendly efforts and regard 
sustainability as a basic prerequisite.  Nevertheless, findings demonstrate that fashion 
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companies are not implementing sustainable solutions fast enough to counterbalance the 
negative environmental and social impacts brought by the growing fashion industry.221  
Continuous efforts have to be made to meet up customer expectations and develop a 
sustainable business. 
 
In view of the challenges of environmental protection and the growing demand for a 
sustainable society, the local authority has initiated several measures to address the issue.  
The Stock Exchange of Hong Kong (HKEX) published conclusions to its consultation on 
the “Review of the Environmental, Social and Governance (ESG) Reporting Guide and 
Related Listing Rules”; and the findings of its latest review of listed issuers’ ESG 
disclosures.  The changes on ESG Guide and related Listing Rules will be effective for 
financial years commencing on or after 1 July 2020.  The changes including mandatory 
disclosure requirements to contain a board statement setting out the board’s consideration of 
ESG matters; application of Reporting Principles “materiality”, “quantitative” and 
“consistency”; and explanation of reporting boundaries of ESG reports.  Companies have 
been required the disclosure of significant climate-related issues which have impacted and 
may impact the issuer.  The HKEX amended the “Environmental” key performance 
indicators (KPIs) to require disclosure of relevant targets; upgraded the disclosure obligation 
of all “Social” KPIs to “comply or explain”; and shortening the deadline for publication of 
ESG reports to within five months after the financial year-end.222 

In the meantime, the wider use of Electric Vehicle (EVs) is promoted according to the 2019-
20 Budget.  HK$120 million is allocated to extend the public charging network of EVs at 
government car parks and explore the feasibility of installing chargers in on-street parking 
spaces.  HK$2 billion pilot subsidy scheme will also be in place to promote the installation of 
EVs charging-enabling infrastructure in car parks of eligible existing private residential 
buildings to further promote environmental-friendly use of transportation.223  HK$1 billion 
is also provided for government departments to install renewable energy facilities.224  To 
further strengthen public education and promotion on tree care, HK$200 million Urban 
Forestry Support Fund is set up to enhance the professionalism of the arboriculture and 
horticulture sector, and attract new blood to pursue relevant studies.225  The Cleaner 
Production Partnership Programme will also be extended to March 2025 with funding of 
HK$300 million to encourage factories to improve regional environmental quality.226  
Cleaner production is an integrated approach to pollution prevention and control.  Upon the 
completion of the first two phases of the Programme in March 2015, over 2400 funding 
applications have been approved and close to 390 technology promotion activities have been 
organized under the Programme.227 

Apart from Hong Kong, environment protection continues to be one of China's top 
priorities.  During the National People's Congress (NPC) and the Chinese People's Political 
Consultative Congress (CPPCC) earlier in March 2019, the Central Government stated that 
they will strengthen pollution prevention and control to enhance ecological improvement 
and make big strides in green development.228  It aims to reduce sulphur dioxide and 
nitrogen oxide emissions by 3% in 2019 and allocate RMB 25 billion to air pollution control 
measures, marking a 25% year-on-year increase. 229  China has taken more stringent 
measures in tackling the environmental-related problem.  One example is the enforcement of 
its regulation on domestic waste management to make garbage classification compulsory in 
Shanghai in July 2019.230  The regulation requires people to sort trash into four categories: 
dry garbage, wet garbage, recyclables and hazardous waste.  Individuals who fail to do so 
may be fined up to RMB 200, while companies and institutions face fines of up to RMB 
50,000.  Recent statistics indicated that the city’s overall environment has improved steadily.  
The amount of recyclable materials has reached 5,600 tons per day, which is five times 
higher than that in 2018.  The distribution amount of wet waste also exceeded 9,000 tons per 
day, about 130% higher than in 2018. 231 
 
Globally various regulations are enacted to protect the environment.  The Environment 
Protection Bill 2019 is the first stage of the environmental reforms by the Northern Territory 
in Australia.  It has the purpose of introducing improvements to the environmental impact 
assessment and approval system for the Northern Territory comparable to other Australian 
jurisdictions and international best practice.232  A non-binding resolution over throwaway 
items such as plastic bags has been made at the UN Environment Assembly held in 2019 
which was attended by more than 4,700 delegates.  One hundred and seventy countries have 
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pledged to significantly reduce the use of plastics by 2030.233  The Asian counterparts also 
have taken various measures concerning the environment.  For example, Bali in Indonesia 
has banned the use of plastics materials since December 2018; South Korea banned the use 
of plastics bags in supermarket starting from January 2019 and the Malaysian Government 
targets to completely stop the usage of plastic bags by 2030 and impose a tax on plastic 
bags.234  

Global efforts are also in place to alleviate the problem of climate change brought by global 
warming.  The Paris Agreement has entered into force since 2016 which aims to strengthen 
the global response to the threat of climate change by keeping a global temperature rise well 
below 2 °C above pre-industrial levels for the century and to pursue efforts to limit the 
temperature increase even further to 1.5 °C.235  As of March 2019, 195 United Nations 
Framework Convention on Climate Change (UNFCCC) members have signed the 
agreement.  At the Global Climate Action Summit, 65 countries and major sub-national 
economies such as California committed to cut greenhouse gas emissions to net-zero by 
2050 and over 100 business leaders delivered concrete actions to align with the Paris 
Agreement targets.  For example, France announced that it would not enter into any trade 
agreement with countries that have policies counter to the Paris Agreement; Germany 
committed to carbon neutrality by 2050; India pledged to increase renewable energy capacity 
by 2022.236  The European Union also announced at least 25% of the next EU budget 2021-
2027 will be contributed to climate-related activities.237  The challenge is always to maintain 
business development while minimizing its negative impact on the environment.   
 
Environmental protection for a sustainable future is no longer a local or global responsibility.  
With the advanced development of social media platforms, it becomes a part of the social 
good in which personal sharing can be an efficient way to educate the public and advocate 
fundraising programmes.  Not only businesses or corporations, but also individuals can take 
the first step to contribute to a green future. 
 
 
3. SOCIAL FACTORS 
 
Urgent Need to Address Hong Kong’s Pressing Housing Issue 
 
In a city roiled by unrest for more than six months, some suggested that the deep discontent 
with Hong Kong’s acute housing shortage and impossibly high property prices may be the 
“root cause” of  the unending, increasingly violent anti-government protests.238  Despite the 
implementation of  six new housing initiatives by Government last year, the property market 
did not show signs of  cooling down and the imbalance between housing demand and supply 
persisted.  In a global research conducted in 2019, Hong Kong continued to host the world's 
least affordable housing market for the ninth consecutive year, with the medium home price 
equalling to a staggering 20.9 times of  the city’s medium annual household income239,  
making home ownership a dream out of  reach for many citizens. 
 
To deal with the housing needs of  different groups in the society, Government implemented 
various strategies in 2018 to help its people become homeowners.  Apart from putting more 
flats on sale under the Green Form Subsidized Home Ownership Scheme and White Form 
Secondary Market Scheme, Government made a great effort to make housing more 
affordable by modifying the pricing mechanism through delinking the selling prices under 
the Home Ownership Scheme from the market prices of  private residential properties.  In 
2018 and 2019, the selling prices of  the Home Ownership Scheme flats were set under the 
new pricing mechanism at around 52% and 59% of  the market prices respectively, resulting 
in a “savings” of  about HK$6.8 billion in total to the home purchasers.240 
 
With the significant endeavour to bring the housing demand and supply into line, 
Government managed to provide more than 9,000 subsidised sale flats in the 2018/19 fiscal 
year, 36.8 times higher than the 2017/18’s figure and 1.9 times the past nine years’ figures 
combined.241  In the 2019 Policy Address, the Chief  Executive announced a plan to set aside 
HK$5 billion to increase the number of  transitional housing projects substantially to provide 
a total of  10,000 units within the next three years for low-income households currently on 
the waiting list for public housing.242   
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In order to meet the public home ownership demand by making the best use of  the existing 
resources, Government encouraged the Hong Kong Housing Authority to actively prepare 
for accelerating the sale of  the existing 42,000 unsold flats in the estates under the Tenants 
Purchase Scheme, which are on average priced at about 20% of  their assessed market 
values.243  Riding on the success of  the flat sales under the Home Ownership Scheme and 
Green Form Subsidised Home Ownership Scheme in the past two years, Government will 
put up as many as 12,000 units for pre-sale in 2020.244  In light of  the successful 
implementation of  the first Starter Homes project at Ma Tau Wai Road, the second Starter 
Homes project at Anderson Road will also provide around 1,000 private residential units at 
discounted prices to eligible applicants in the first quarter of  2020.245   
 
Another highlight in the housing policies was to relax the ceiling on mortgage financing 
schemes under Government-backed Hong Kong Mortgage Corporation for first-home 
buyers.246  Under this new measure, the lending cap for those who are qualified to borrow up 
to 90% of  the property’s value rises from HK$4 million to HK$8 million.  The cap on the 
value of  flats eligible for mortgages of  up to 80% increases from HK$6 million to HK$10 
million.247  The move aims to increase home ownership by relaxing payment and mortgage 
requirements, but it also raised concerns about potential rising credit risks and price increase 
as mixed reactions to the new measure emerged.  On the positive side, it could help first-
time homebuyers who have sufficient income to support a property but could not afford the 
down payment248; on the other side, more affordable down payments might increase market 
demand and, without an increase in the total housing supply, an increase in price.  After the 
announcement of  such policy, some property sellers reportedly toughened their tone to 
potential buyers, with some even considering holding off  sales to wait for price increases.249   
 
Apart from the above short-term housing measures, the 2019 Policy Address also proposed 
long-term plans to increase land supply such as invoking the Lands Resumption Ordinance 
and other applicable ordinances to resume three types of  private land for development of  
public housing and Starter Homes.250  A total of  700 hectares of  private land will be 
resumed, of  which some 400 hectares is expected to be resumed in the next five years; a 
significant jump considering only 20 hectares of  land had been resumed in the past five 
years.251  Apart from expediting the planning process, Government will compress the time 
needed for technical studies and streamline relevant procedures such as rezoning, land 
resumption, and engineering design to enable early completion of  new housing projects.252  
Furthermore, the authority will carry out multi-pronged strategy includes reclamation in the 
Central Waters under the Lantau Tomorrow Vision to develop the Kau Yi Chau Artificial 
Islands, providing 1,000 hectares of  land for Hong Kong as well as space to build a brand-
new community for the next generation.253 
 
With the above-mentioned housing policies and anticipated increase of  residential land 
supply, the demand for labour in the property management and construction sectors will 
likely increase in the coming years.  A governmental research put the construction industry 
among the top three fastest growing economic sectors in terms of  manpower demands 
during the period from 2012 to 2022.254  The Construction Industry Council (CIC) estimated 
in May 2019 that the industry as a whole would be short of  around 5,000 to 10,000 skilled 
manual workers in each of  the next five years.  Most trades would face an annual shortage of  
around 500 to 1,500 workers, with certain trades like plasterers and electric fitters facing a 
more acute shortage of  more than 1,500 people255.    
 
Commissioned by the CIC to investigate the potential of  implementing robotics and 
automation in the context of  large-scale housing development for Hong Kong, the Technical 
University of  Munich presented in its final report dated June 2019 a roadmap for robot 
technology development covering a 10-year time span and a draft proposal for follow-up 
projects with the ultimate goal of  transforming Hong Kong’s construction industry into a 
high-tech sector.  Although the report concluded that robotic technology will help improve 
industry productivity and safety while delivering better quality at lower costs under nicer 
working environment that will help attract more young talents into the construction field, it 
also highlighted users’ costs concern as the biggest obstacle at the beginning stage and the 
crucial role Government must take to lead the industry into adopting new technologies 
through incentives and favourable policies such as requiring successful bidders for 
governmental projects to use new robot systems by providing low-interest or interest-free 
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loans during the first year or the possibility of  leasing the systems256. 
 
Apart from construction, Proptech, the convergence of  property and technology, may also 
help reshaping the way properties are occupied, managed, transacted and recorded.  A 
myriad of  new technologies, such as blockchain, augmented/virtual reality, big data and 
predictive analysis, artificial/ machine intelligence, smart buildings and driverless vehicles, 
can be applied in four main segments of  the entire value chain of  property business — 
brokerage and leasing, project development, property management, as well as investment 
and financing. 
 
Given an expected rise in the demand for property management service in the territory, the 
Property Management Services Authority (PMSA), a statutory regulatory body set up in 2016 
under the Property Management Services Ordinance, had drafted a licensing regime to set 
up minimum qualification requirements for issuance of  Property Management Company 
Licences (PMCs) and Property Management Practitioner Licences (PMPs).  Under the 
regulatory regime, PMSA will regulate and monitor the provision of  property management 
services empowered with its statutory duties of  enforcing the Property Management 
Services Ordinance, issuing codes of  conduct, and taking disciplinary actions against non-
compliant PMCs and PMPs.257  After completing a public consultation, the PMSA optimized 
the proposed licensing regime in November 2019 to ensure a high standard of  the service 
quality in the industry.  The PMSA draft subsidiary legislation will come into operation in the 
first quarter of  2020 after the subsidiary legislation is vetted by the Legislative Council, and 
practitioners and companies can apply for licences by then.  To allow sufficient time for the 
industry to adapt to the new regime, the first three years after the implementation of  the 
licensing regime will be a transition period during which practitioners and companies will not 
be required to be licensed258. 
 
For the PMPs who do not meet the requirements for academic and/or professional 
qualifications but possess the specified experience, they are required to apply for a 
provisional licence prior to the expiry of  the three-year transition period after the 
commencement of  subsidiary legislation, before they are permitted to continue providing 
property management services in managerial or supervisory roles.259 
 
During the transition period, they should complete the PMSA Specified Course before the 
expiry of  their provisional licence in order to apply for the formal PMP licence with 
exemption of  the licensing criteria on academic and/or professional qualifications.  The 
PMSA will collaborate with various education institutions to launch the Specified Course 
that will be available within six months after the commencement of  the subsidiary legislation. 
260 
 
As the construction and property management industry set to undergo such significant 
transformation, its workforce must also acquire matching knowledge and skillsets.  Training 
and education programmes at all levels are therefore likely to be in great demand, for which 
stronger collaboration between all stakeholders and relevant sectors, as well as proper 
support from Government will be needed. 
 
 
Enhancing Measures to Reduce Poverty and Tackle Challenges Brought by an Aging 
Population 
 
The wealth gap in Hong Kong has continuously widened in the past decade.  According to a 
report published by the Census and Statistics Department in 2017, Hong Kong’s Gini 
Coefficient, with zero indicating equality, was 0.539 in 2016261, standing at its highest in 45 
years, and also, by comparison, the highest among major developed economies such as the 
United States at 0.411 and Singapore at 0.4579.262  However, when comparing Hong Kong 
with other metropolitan cities rather than individual countries, the figure is generally in line 
with those of a few major cities in the United States in 2015, such as New York City at 0.551, 
Washington, DC at 0.535, Chicago at 0.531, Los Angeles at 0.531 and San Francisco at 
0.521.263 
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Household income is another index demonstrating the wealth gap in Hong Kong.  The 
median monthly household income of the top decile is HK$112,450, 44 times greater than 
that of the lowest decile at HK$2,560 in 2016.264  As stated in the Hong Kong Poverty 
Situation Report 2017, the number of poor households has reached 594,000, with over 1.37 
million people living below the official poverty line, a 25,000 increase since 2016.265 
 
To combat the issue of poverty in Hong Kong, Government has re-established the 
Commission on Poverty in December 2012.266  Together with its two task forces, namely the 
Community Care Fund Task Force and the Social Innovation and Entrepreneurship 
Development Fund Task Force, the Commission deliberated issues covering various areas 
and offered specific advice and proposals to facilitate the implementation of policies and 
initiatives on poverty alleviation and support for the disadvantaged, benefitting different 
groups in need in society.267 
 
In 2018, Government has enhanced the Low-income Working Family Allowance Scheme 
and renamed it Working Family Allowance Scheme.  The improvement measures include 
allowing application from single-person households, relaxing the income limits, allowing 
aggregation of  working hours of  members in the same household, an additional tier of  
working hour requirement to allow eligible households to receive a higher rate of  allowance, 
increasing the allowance rates and adding a 3/4 allowance rate.268  As at February 2019, a 
total of  HK$1.02 billion had been disbursed to more than 47,000 households.269  In the 
2019 Policy Address, Government pledged to further raise the payment rates of  the Scheme.  
There will be a 16.7% to 25% increase in the working-hour linked household allowance 
under the Scheme, while the Child Allowance will be raised substantially by 40%.  Taking a 
four-person household with two eligible children as an example, the maximum level of  
allowance under the Scheme will increase by over 30% from the existing HK$3,200 per 
month to HK$4,200 per month.270 
 
Although Government anticipated the basket of  measures to lower the city’s poverty rate by 
0.4%, benefitting around 27,400 people, the new measures were not well-received by the 
public.  Critics pointed out that there were only 45,500 recipients of  the Scheme, which was 
much below Government’s target of  200,000.  The Alliance for Social Protection of  Low 
Income Families commented that low-income households who could not work full-time due 
to lack of  support in childcare would only be entitled to a lower rate of  the allowance as it 
was linked to working hours, based on which Government was urged to lower the 
requirement for basic allowance from 144 hours a month to 72, to benefit more people in 
need.271  Meanwhile, according to a report on the impacts of  implementing the Scheme in 
terms of  labour market situation and quality of  life of  low income working families in Hong 
Kong, it was found that recipients of  the Scheme were less happy after they started to 
receive the allowance due to prolonged working hours and poorer quality of  life.  Some 
scholars therefore recommended improvements in five aspects of  the Scheme, including 
working hour requirement, family income limit, amount of  allowance, age limit for eligible 
children and application procedures.272 
 
A major reason behind the issue of  poverty in Hong Kong is the rising elderly population. 
With 1.3 million citizens aged 65 or above in mid-2019, elderlies accounted for 18% of  the 
city’s population273, a figure that is projected to double by 2064.274  As of  2017, 495,000, or 
one in every three elderly persons, live in poverty.275   
 
The existing old-age allowance provided by the Social Welfare Department is considered 
insignificant by elderlies, leaving them with no choice but to continue working.276  In 2018, 
393,200 individuals aged above 60 were working and made up 10% of  the labour force, 
three folds of  the figure in 2006 and up 22% in the past two years.277  According to a 
retirement confidence survey conducted by Allianz Global Investors, the planned retirement 
age has reached a new record high of  62.4, and an average person in Hong Kong would 
require HK$5.04 million in savings to live their ideal retirement lives, putting the gap 
between expectation and reality as wide as HK$1.83 million.278   
 
As forecasted by the Labour and Welfare Bureau, there would be a shortage of  11,600 
subsidized beds in elderly care centres by 2026, roughly equivalent to 70 senior care 
homes.279  In view of  the high living cost and housing shortage in Hong Kong, some senior 
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citizens have resorted to retirement in the Greater Bay Area.  In 2016, 77,000 people from 
Hong Kong aged 65 or above lived in Guangdong.  To encourage more seniors to retire in 
the Mainland, Government grants social security assistance to underprivileged elderlies who 
have moved to the provinces of  Guangdong and Fujian and has also planned to grant 
additional old-age living allowances starting from 2020.280 
 
While retirement in Hong Kong has become a major challenge, views on the retirement 
system are also controversial.  According to a global study conducted by pension consultancy 
Mercer in 2018, Hong Kong was ranked third in Asia and scored highest for integrity in Asia 
with the city’s good governance, high integrity of  financial system and regulatory framework, 
detailed investment disclosure requirements and strong supervision by the Hong Kong 
Mandatory Provident Fund Schemes Authority being recognized.281  On the other hand, 
many consider the Mandatory Provident Fund Scheme (MPF)’s offset mechanism a loophole 
that puts employees under the risk of  being exploited as it allows employers to settle 
departing employee’s long service payments and severance payments with the employees’ 
own retirement funds, which directly undermines their retirement protection.282   
 
In the 2018 Policy Address, Government has pledged to abolish the offsetting arrangement 
to enhance the retirement protection of  employees.  To lessen employers’ financial pressure, 
in particular the micro, small and medium-sized enterprises (MSMEs), Government will 
extend the period of  the second-tier subsidy to 25 years, with the total financial commitment 
increased significantly from the last term Government’s HK$7.9 billion to HK$29.3 billion.  
The abolition of  offsetting arrangement is targeted to be implemented two years after the 
passage of  the enabling legislation by the Legislative Council by 2022.283 
 
However, neither the labour nor the business sector responded positively.  Representatives 
of  the Federation of  Trade Unions believed the abolishment of  the offsetting mechanism 
had been unreasonably delayed, while corporates complained about bigger financial burden 
and considered the calculation formula too complicated.  Some suggested that the subsidy 
rate for the employers should be higher.284  
 
Furthermore, the current MPF system only covers those who have a paid job, while over 
640,000 unpaid family caregivers, as well as thousands of  domestic helpers remained 
unprotected.285  Unions such as The Hong Kong Federation of  Trade Unions, Alliance for 
Universal Pension and Hong Kong Federations of  Women’s Centres have urged 
Government to establish a universal retirement scheme that serves as a social security system 
for the retired elderly.286 287 288  On the contrary, the business sector opposed the proposals 
due to increased burdens on employers, especially to MSMEs.289  After a six-month public 
consultation on the universal pension scheme held by Government in 2016, the scheme was 
not taken on board.290  
 
At the same time, there have been calls for a Singapore-style Central Provident Fund scheme 
(CPF)291.  Similar to the MPF, it requires all working Singaporeans to save money, yet the 
money contributed to the fund is allocated to different accounts that could be used not just 
for retirement, but also for buying properties, health care and education before one’s 
retirement.  Under the CPF scheme, each Singaporean starts saving for his various needs 
across different life stages from the day he joins the workforce.292  Currently, 90% of  
Singapore households are homeowners, Singaporeans can pay for their medical care by their 
medisave account, and their retirement account guarantees basic needs can be met during old 
age.   293 
 
While Government could explore the feasibility of  applying a similar scheme in Hong Kong, 
it is also worth pointing out that the city state’s scheme is financed by a much higher 
mandatory contribution from both employees and employers.  As of  2018, the employer's 
CPF contribution was 17% for those up to age of  55 and 7.5% for those 65 and above.  The 
employee's CPF contribution was 20% until age 55, 13% until age 60, 7.5% until age 65, and 
5% afterwards294 – a huge difference compared to Hong Kong’s 5% flat rate for both 
employees and employers295. 
 
With widening wealth gap and worsening poverty issue, Government needs to make 
continuous dedicated efforts to promote youth upward mobility, enhance retirement 
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protection, and provide alternative retirement options in other regions with a lower cost of  
living. 
 
 
Optimized Allocation and Utilization of  Resources in Provision of  Quality 
Healthcare for All  
 
In recent years, Hong Kong has been facing the challenges of  an aging population and the 
increasing prevalence of  chronic and complex diseases.  The percentage of  persons who 
have chronic health conditions among the population has increased from 28.4% in 2016/17 
to 31.1% in 2018/19, while the corresponding rate of  persons aged 15-24 and persons aged 
65 and over have raised from 9.2% to 12.4% and from 74.3% to 78.1% respectively296.  
People of  different ages are relying heavily on treatment-oriented healthcare services.  
Advancement of  information technology also enabled the public to have wider access to 
health-related knowledge online, raising people's awareness of  the healthcare they need, thus 
increasing public expectations and surging demand for even better services.  These 
challenges have put tremendous pressure on Hong Kong’s healthcare system.  To ensure the 
development of  a balanced healthcare system with both the capacity and capability to deliver 
lifelong and seamless services to the community, Government has planned to shift the 
emphasis of  the present healthcare system and people’s mindset from treatment-oriented to 
prevention-focused through various measures, including the implementation of  10-year 
Hospital Development Plans, promotion of  primary healthcare, digitalization of  healthcare 
service management, and reduction of  manpower shortage to meet the increasing demand 
for service. 
 
Government and Hospital Authority have commenced implementation of  the first ten-year 
Hospital Development Plan (HDP) with a budget of  nearly HK$200 billion.  A total of  
sixteen projects are in full swing to provide over 5,000 additional public hospital beds and 
more than 90 additional operating theatres297.  Government has also upgraded nine projects 
under the first ten-year HDP at a total funding commitment of  around HK$38 billion in 
money-of-the-day prices.  The highly complicated project-phasing leads to unusually long 
planning lead time since many of  the hospital redevelopment projects have to take place on-
site.  To ensure that future hospital development can proceed expeditiously, Hospital 
Authority has started planning the second ten-year HDP instead of  waiting for the mid-term 
review of  the first ten-year HDP to be conducted in 2021.   
 
With reference to the identified service needs in the respective geographical districts and 
taking into consideration the major hospital capital works projects under the first ten-year 
HDP, Hospital Authority has planned a number of  hospital projects in the second ten-year 
HDP to further boost its inpatient capacity, enhance service quality, and renew its building 
facilities.  Similar to the first ten-year HDP, the second ten-year HDP aims to provide more 
certainty for resource planning, and facilitate Hospital Authority’s taking forward of  various 
major hospital capital works projects in the next ten-year cycle (2026 – 2035).   
 
The second ten-year HDP covers a total of  18 hospital projects and one Community Health 
Centre project with an allocated budget of  HK$270 billion.  Upon completion of  the second 
ten-year HDP, over 9 000 additional beds and other additional hospital facilities will be 
available to largely meet the projected service demand up to 2036298.  
 
Innovation and technology is another focus of  Government's healthcare development.   
Government has been allocating resources to invest in the digitalization of  healthcare service 
management.  For example, in December 2018, the Hospital Authority launched Data 
Collaboration Lab to give researchers a freer hand in exploring the Hospital Authority's 
patient data for testing of  promising hypotheses and collaborating with the Authority in 
projects that improve clinical and healthcare services.  Six projects have been selected in the 
plan's first stage, covering a number of  diseases and clinical work, including stroke, hepatitis, 
hip fractures and the development of  data-driven algorithms299.   
Furthermore, genomic medicine is an important sphere in contemporary medicine and 
scientific research, with huge potential in screening, diagnosis and personalized medicine.  In 
view of  the technological advancement in sequencing technology, there is an international 
trend to introduce large-scale genome sequencing project for clinical and scientific 
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advancement.  The Food and Health Bureau (FHB) set up a Working Group under the 
Steering Committee in November 2018, gathering academic, clinical and research experts to 
discuss the relevant details of the Hong Kong Genome Project (HKGP)300.  The HKGP is a 
catalyst project to establish a genome database of the local population, testing infrastructure 
and talent pool, with the policy objectives to enhance clinical application of genomic 
medicine to benefit patients and their families; and promote research in genomic medicine 
and related field to facilitate future medical development in Hong Kong301.  In addition to 
improving diagnosis in uncommon disorders, the HKGP could also provide insight into the 
genomic changes causing an individual’s cancer.  With this information, clinicians could 
improve diagnosis and select the treatments most likely to be effective in each individual case, 
thus allowing more personalized treatment strategy according to the molecular profiles of 
patients. 
 
Government has initially allocated HK$682 million to meet the project cost of  the HKGP 
and an average of  about HK$87 million per year for six years302, starting in 2019-20, to 
support the operation of  the Hong Kong Genome Institute to implement the local project, 
including preparation for recruiting patients, and promotion of the application and 
development of genomic medicine303.  The project aims to cover 20,000 patient cases, where 
each case may involve several genome sequences, for an estimated total of  40,000 to 50,000 
genomes304.  A pilot phase of  2,000 cases would emphasize on undiagnosed diseases and 
cancers, while the main phase of  the project would focus on 18,000 cases, including 
disorders covered in the pilot phase and other diseases as well as research cohorts which 
would benefit from whole-genome sequencing.  During the process, approved researchers 
would be able to access data for studies in cancer genomics, pharmacogenomics, phenotype-
genotype associations, and other areas.  In addition, data from the HKGP would help 
generate quality genome data for the Chinese population, and enable big data analysis for 
biomedical research and innovation and create synergies with the biomedical technology and 
the information and communications technology clusters accommodated in the Hong Kong 
Science Park305.  The operation of  the project requires the involvement of  patients, and 
more education and promotion would be necessary to let the public understand the concept 
of  genomes and what the government scheme entailed. 
 
Apart from the development of  genome project, it is also essential to change people’s 
mindset from treatment-oriented to prevention-focused, make better use of  primary 
healthcare to reduce hospital readmissions, rectify the common practice in which accident 
and emergency services are considered the first point of  contact in medical consultation.  To 
make this happen, Government strives to strengthen policy coordination and is introducing a 
new District Health Centres (DHC)' model, which is a key component of  the primary 
healthcare system, aiming to enhance district-based primary healthcare through medical-
social collaboration and public-private partnerships306.  The first DHC, in Kwai Tsing 
District, began operation in September 2019 to provide various primary healthcare services 
with the emphasis on prevention, targeting health promotion and education, health 
assessment, chronic disease management and community rehabilitation.  Through its non-
governmental organization operator and a private service network in the community, DHC 
offers people-oriented primary healthcare services to residents in the district, regardless of  
their age and health condition.  It would become a district primary healthcare hub 
comprising a core centre serving as the headquarters, supplemented by sub-district satellite 
centres and a network of  multi-disciplinary teams providing multiple access and service 
points307.  Taking into account the experience gained from the first Kwai Tsing Centre, 
Government plans to set up centres in the remaining 17 districts before the end of  June 
2022 to reduce the use of  hospital services in the long run. 
 
In spite of  Government's effort to reduce the public use of  hospital services to improve pre-
dawn queues, long waiting times and lightning-fast consultations, the manpower bottleneck is 
still a big challenge on the city’s healthcare system.  Caring for over 90% of  the city’s 
inpatients yet employing just 40% of  its doctors, public hospitals have long battled a chronic 
shortage of  staff  and increasing demand for service308.  Government has implemented 
longer-term measures to increase medical student intake, but it would take time to realize its 
effect.  It has also provided over HK$700 million additional recurrent funding for the 
Hospital Authority to implement measures to boost staff  morale and retain talents309.  In 
addition, to attract more non-locally trained specialist doctors to serve in Hong Kong to help 
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address the manpower shortages in the public sector, the Medical Council of  Hong Kong 
decided to waive the assessment for non-locally trained specialist doctors before getting full 
registration310.   
 
However, members of the Association of Hong Kong Nursing Staff (AHKNS) reflected that 
attracting doctors is not enough.  It is important for Government to address the fundamental 
issue of not having enough nurses in public hospitals.  The resources allocated by 
Government to ease manpower shortage was mainly on hiring back-office staffers to share 
the excessive amount of paperwork of frontline medical workers.  At the core of  demands is 
that the nurse-to-patient ratio in the public hospitals be set to a reasonable 1:6, but on 
average, every nurse in public hospitals has to look after 10 patients or so every day311.  The 
Authority should also suspend unnecessary administrative procedures, ensure greater 
flexibility in handling paperwork, and increase the numbers of hospital beds and medical 
staffers during peak flu seasons.  It is equally important for the Authority to improve the 
remuneration benefits for healthcare workers in public hospitals so as to attract more talents 
to join the industry. 
 
To reduce pressure on healthcare system in the long run, it is essential for Government to 
boost the health consciousness of  the community, set up District Health Centres in all 18 
districts at a faster pace, ease manpower shortage, redevelop or expand existing hospitals and 
build new hospitals, and strengthen support for patients with uncommon disorders through 
technological innovation and advancement. 
 
 
Unlocking Workforce Potentials Through Quality Vocational Training and 
Continuing Education  
 
As one of the most internationalized cosmopolitan cities in the world, Hong Kong has 
attached great importance to talent development and education has always been the key to 
nurturing talent.  Apart from the educational needs of kindergarten, primary and secondary 
school students, the training needs of  economically active persons in the continuing 
education market is also observed.   
 
According to the survey conducted by the Census Department in 2019, of  the 3,689,100 
economically active persons, 20.4% had attended job-related training/retraining courses 
arranged by employers and/or on their own initiative during the 12 months before 
enumeration312.  Of  those economically active persons aged 15 - 24, 25 - 34, 35 - 44, 45 - 54, 
55 - 64 and 65 and over, 14.3%, 21.4%, 22.8%, 18%, 12.7% and 5.8% respectively had 
attended job-related training/retraining courses arranged by employers, showing that a 
higher percentage of  young and middle-aged persons had attended job-related 
training/retraining courses.  Analysed by educational background, higher percentages of  
economically active persons with post-secondary and secondary educational qualification had 
attended job-related training / retraining courses arranged by employers during the 12 
months before enumeration, at 26.8% and 13.8% respectively, but only 6% of  those with 
primary and below educational attainment had attended job-related training/retraining 
courses313. 
 
Furthermore, of  the 674,400 economically active persons who had attended job-related 
training/retraining courses arranged by employers, 79.9% did so as directed by their 
employers or supervisors. 21.9% wanted to meet the current job requirement and 12.5% 
wanted to increase competitiveness or upgrade themselves.  The most popular job-related 
training/retraining courses were related to job-specific skills, having been attended by 45.1% 
of  those persons, followed by courses related to management skills (35.4%) and 
interpersonal and intrapersonal skills (22%)314.  6.5% of  the 3,689,100 economically active 
persons also had plans to attend job-related training/retraining courses in the future. 
  
To meet the training needs of the labour force, Government has continued to work closely 
with stakeholders when mapping out the implementation of various education initiatives.  
One of its focused initiatives is Vocational and Professional Education and Training (VPET) 
which plays a pivotal role in broadening the learning opportunities for school leavers and in-
service personnel, as well as nurturing the requisite human capital to support manpower 
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shortage in some industries.  Government set up the Task Force on Promotion of  
Vocational Education in 2014 with a view to mapping out a strategy and concrete proposals 
to raise public awareness of  vocational education and recognition of  its value315 and has all 
along been committed to promoting VPET, and encourages young people to pursue 
education pathways and join industries that best suit their abilities and interests.  However, 
VPET is still not preferred by many students, parents and employers.  According to the 
tracking surveys conducted by Government in 2015, 2017 and 2018 respectively, there has 
been an increased proportion of  respondents who expressed that they had a positive 
impression on VPET from 50.8 % to 60.2% since the promotion strategies were launched in 
2015316.  Nevertheless, the survey conducted in 2018 revealed that only 54% of  the student 
respondents considered VPET a valuable choice for further academic or career pursuit, and 
only 20.7% were very interested/interested in pursuing VPET.   
 
The top reason reflected by students for not pursuing VPET was that “their academic results 
allowed them to pursue better education opportunities”, showing that VPET is still 
considered by some as inferior to other academic articulation pathways such as degree 
education in universities.  
 
At the secondary school level, in the 2017/18 academic year, only 8% of  secondary 5 
students took Applied Learning (ApL) courses leading to the Hong Kong Diploma of  
Secondary Education qualification with stronger elements of  practical learning linked to 
broad professional and vocational fields.  To improve the attractiveness of  VPET to students 
as a valued choice, Government has established the Task Force on Promotion of  VPET 
comprising representatives of  schools, parents and employers, as well as community service 
and labour sectors in April 2018 to further enhance the promotion of  VPET to stakeholders. 
 
The Task Force has arranged focus group meetings with different groups of  stakeholders, 
including students, teachers and principals, as well as representatives of  VPET institutions 
and employers, to gather their opinions on further promotion of  VPET.  The Task Force 
has made some preliminary recommendations, for example, promote VPET in secondary 
schools through various channels and through continued implementation of  applied learning; 
review the positioning of  VPET in Hong Kong's higher education system, explore the 
merits of  developing professional vocational qualifications at the degree level; and build 
explicit articulation pathways in the vocational sector or industries for school leavers and in-
service personnel to achieve professional level by establishing vocational qualifications under 
the Qualification Frameworks317.  The Task Force released a consultation document in May 
2019 to solicit views from members of  the public on its preliminary recommendations, 
aiming to finalize the proposals and making specific recommendations to Government by 
the end of  2019.  The full projection report of  Manpower Projection to 2027 is expected to 
be completed by end-2019 and could also help support the planning and development of  
VPET. 
 
In addition to the consultation conducted by the Task Force, Government has stepped up its 
effort to enable stakeholders to have a more comprehensive understanding about the latest 
developments of  VPET so that more informed decisions can be made about pursuing 
VPET or other education and training pathways.  A series of  activities under the theme of  
“2020 Hong Kong Skills Year” in 2020, such as the VPET International Conference and 
WorldSkills Hong Kong Competition and Carnival has been planned to promote 
professional skills to young people and raise public understanding of  the importance of  
professional education and skills training318.  Subsidies would also be provided for trainees 
under the Training and Support Scheme of  VTC for three years starting from the 2020/21 
academic year to join study and exchange programmes, short-term skills training and 
practical courses outside of  Hong Kong, in order to facilitate skills exchange and broaden 
trainees' exposure319.  
 
Apart from vocational education, continued education and training for the city’s current 
workforce are equally important for Hong Kong’s sustainable economic growth. 
 
To promote life-long learning, the Continuing Education Fund (CEF) was established in 
2002 to encourage local workers to pursue further education by providing them with 
subsidies for continuing education and training, with a view to facilitating Hong Kong’s 
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transition to a knowledge-based economy and adaptation to an increasingly globalized 
economy.  The Labour and Welfare Bureau commissioned the Hong Kong Council for 
Accreditation of Academic and Vocational Qualifications to provide a consultancy service to 
assist in implementing a series of enhancement measures to enhance the operation of CEF 
with effect from 1 April 2019.  One of the requirements is that all CEF courses offered by 
non-self-accrediting providers registered before May 2008 must be accredited by 
HKCAAVQ and uploaded onto the Qualifications Register within 4 years before the expiry 
of the transitional period on 31 March 2023 in order to maintain their CEF registration.  
Although the objective is to promote lifelong learning with a view to continuously enhancing 
the capability, professionalism and competitiveness of  the Hong Kong workforce by assuring 
the credibility of  qualifications and the associated learning programmes as well as their 
relevance to industry needs320, the requirement puts pressure on non-self-accrediting 
providers as it takes extra resources and time to undertake accreditation.  If they fail to 
register their courses under the Qualifications Framework, students will no longer be able to 
claim CEF, thus reducing the attractiveness of those courses, making non-government 
related education operators less competitive in the education market.  On the other hand, the 
current immigration requirements have prevented more non-local students from pursuing 
further studies in Hong Kong at continuing education providers such as the HKMA, as they 
can only apply for student visas if  they are enrolled in full-time courses on the register of  
non-local higher education or professional courses as set up under the Non-local Higher and 
Professional Education (Regulation) Ordinance.  For part-time studies, only locally-
accredited taught post-graduate local programmes offered by the University Grants 
Committee-funded institutions are eligible321.  All these policies and regulations have led to 
unfair competition among degree-awarding institutions and other education providers in 
Hong Kong.   
 
It is hoped that Government would communicate with different education providers to find 
out ways to further enhance the quality of education in Hong Kong while at the same time, 
promote healthy competition and interaction among different stakeholders in the market to 
facilitate the development of  continuing education in Hong Kong.  The development of  
quality vocational education system may also take systemic changes and reform. 
 
 
Dedicated Efforts to Engage with the Next Generation 
 
The population of  millennials are booming worldwide.  Widely defined as those born 
between the years 1981 and 1996, they are the generation reaching adulthood in the early 
21st century.322  In Hong Kong, people aged 25-39 currently makes up 22% of  the 
population.323 
 
In order to nurture the future pillars of  our society, it is important for them to develop a 
sense of  national identity and international perspective.  Since the establishment of  the 
Youth Development Commission (YDC) in 2018, opportunities were provided for Hong 
Kong youth to broaden their horizons through various youth engagement activities.  At 
present, there are on average over 70,000 Hong Kong young people participating in 
exchange and internship programmes organized, funded or co-ordinated by governments in 
the Mainland and overseas each year.324   
 
A Pilot Scheme on Corporate Summer Internship in the Mainland and Overseas in 
collaboration with major enterprises was launched in 2018 to provide internship placements 
for young people.  In view of  the success of  the pilot scheme, Government is expanding the 
scheme in 2019.  The number of  major companies participating in the scheme has increased 
from 16 to 18 this year, providing a total of  over 280 internship places in Mainland China, as 
well as several Asian and European countries.  The internship placements cover various 
industries, from financial services, energy sector, property development and management to 
public utilities services.325  
 
The Working Holiday Scheme has also been very popular among the younger generation. 
Not only does the scheme help to facilitate cultural and educational exchange between Hong 
Kong and other countries, it also allows young people to gain living and working experience 
in a foreign culture.  Since 2001, Hong Kong has established Working Holiday Scheme 
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arrangements with 14 countries, with over 90,000 youths benefitted from these schemes.326  
 
Together with the Home Affairs Bureau, the YDC launched the “YDC Youth Ambassadors 
Programme” in 2019 to recruit 100 Youth Ambassadors each year, with an aim to identify 
and nurture youth with strong commitment and passion for serving the Hong Kong 
community.  All Youth Ambassadors will join a series of  core skills training sessions and 
have opportunities to represent Hong Kong in large-scale and international conferences.  
Outstanding ambassadors will be selected to receive advanced training from acclaimed 
tertiary institutes outside Hong Kong.  Through these opportunities, it is hoped that the 
Youth Ambassadors would deepen their understanding of  Hong Kong, the country and the 
world.327 
 
Furthermore, the YDC has also rolled out two new funding schemes on youth 
entrepreneurship and experiential programmes in the Greater Bay Area in 2019 to encourage 
youth innovation and entrepreneurship.  The first scheme is the Funding Scheme for Youth 
Entrepreneurship in the Guangdong-Hong Kong-Macao Greater Bay Area, which aims to 
subsidize non-governmental organizations in Hong Kong to offer entrepreneurial support 
and incubation services for local young people.  The funding cap for each service project is 
HK$1 million a year, for a maximum of  three years.  At the same time, the scheme also aims 
to provide youth start-ups with seed funding through subsidising NGOs. The ceiling of  the 
government subsidy for each NGO applicant is HK$4.5 million, with HK$1.5 million of  
funding from the NGO.  Each start-up may receive a capital subsidy of  up to HK$600,000, 
comprising HK$450,000 of  government subsidy and HK$150,000 of  funding from the 
NGO, with a matching ratio of  1:3.328   
 
Another initiative is a sponsorship for NGOs planning to host visits to technology bases in 
the Greater Bay Area, namely the Funding Scheme for Experiential Programmes at 
Innovation & Entrepreneurial Bases in the Guangdong-Hong Kong-Macao Greater Bay 
Area.  The scheme aims to subsidize eligible NGOs in running programmes that enrich 
Hong Kong young people's understanding of  the bases.  The funding limit for each 
experiential programme is HK$700,000.329 
 
Despite Government’s initiatives to engage with the youth, the recent extradition bill 
movement has undoubtedly worsened the relationship between Government and the 
younger generation.  According to a survey done by the Hong Kong Federation of  Youth 
Groups' Youth IDEAS in July 2019, it was found that 84% of  the youth did not believe in 
Government and 74% did not trust district councils.330  The public was also sceptical on 
Government’s attempt to communicate with all sectors on the issue of  the extradition bill, 
especially the young generation.  At the fifth meeting of  the YDC in December 2019, it was 
agreed that starting from the first quarter of  2020, the Commission will arrange policy 
thematic meetings to enable relevant policy bureaux, members and young people to be 
engaged in focused discussion on specific policy issues, particularly those that are related to 
education, career pursuit and home ownership as well as young people's participation in 
politics, public policy discussion and debate. To enhance transparency and enable more 
young people to understand the work of  the YDC and various bureaux, live online broadcast 
will be arranged and a certain quota will be reserved for online open application by young 
people to participate in the policy thematic meetings. Depending on the effectiveness of  the 
relevant measures, Government will, in collaboration with the YDC, continue to formulate 
other suitable enhancement measures to strengthen the role of  the YDC in policy co-
ordination and reflecting young people's views.331  
 
On the other hand, the different mindsets and values of  millennials have called for a 
different approach to engage them as consumers, citizens, employees, and future leaders.  
Hong Kong millennials value freedom, are eager to create change and concern about work-
life balance.  It has become essential for brands to disrupt, innovate and be a game-changer 
in the industry, as well as to demonstrate empathy and understanding in order to connect 
with the youth.332  Meanwhile, the millennials’ concern on the environment has given rise to 
new trends as well.  The Global Shapers Survey conducted by the World Economic Forum 
showed that young people considered climate change and the destruction of  nature to be the 
most critical global issues that the world faced nowadays.333  As the fashion industry is 
responsible for 10% of  the global carbon footprint, negative environmental effects including 
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water pollution, the use of  toxic chemicals and high levels of  textile waste, and poor working 
conditions for millions of  workers, young people all over the world are seem promoting 
sustainable fashion to encourage industry transformations.  Activities and campaigns were 
created to raise awareness of  the sustainability challenges of  the fashion industry and 
empower local communities to pursue sustainable fashion solutions.334   
 
In the workplace, employers in Hong Kong are facing challenges in managing millennial 
talents.  According to a worldwide study, roughly 75% of  the global workforce would be 
millennials by 2025335, making recruitment and retention of  millennials a major challenge 
faced by many corporations.  A research report by Gallup, a management consulting 
company, found that 21% of  millennials had changed jobs within the past year and 60% 
were open to new job opportunities, which was 15% higher than non-millennial generation.  
Moreover, 36% reported that they would look for a job with a different organization in the 
next 12 months if  the job market improved, compared with 21% of  non-millennials.  It was 
also found that only 29% of  millennials were engaged at work, and emotionally and 
behaviourally connected to their job and company.336 
 
Several researches have shown that millennials value much on workplace culture, and it could 
be crucial to develop an entrepreneurial culture where people were motivated to innovate, 
create and take risks.337  Flexibility was another major area as Deloitte’s annual Millennial 
Survey found that 75% of  the generation considered a “work from home” or “work 
remotely” policy important.338  The young generation also welcomed new technology and 
tools to boost productivity.339  Research showed that 59% of  millennials believed an 
employer’s provision of  state-of-the-art technology was important when considering a job.  
Over half  of  them routinely made use of  their own technology at work, and 78% said that 
access to the technology they liked to use made them more effective at work.340 
 
The latest research also showed that 44% of  millennials believed competitive wages made an 
employer more attractive, but the most important factor for millennials was the opportunity 
for career progression, with 52% said that they felt this made an employer an attractive 
prospect. 341 Another study also showed that 40% of  millennials were concerned with career 
enhancement, compared to 31% of  generation X.342  Therefore, it is critical for companies 
to foster a culture of  continuous learning, professional growth and provide clear career 
pathways to attract this generation.  
 
Employers should understand what motivates this generation of  workers and what they are 
looking for from an employer, to adapt to the needs of  this emerging workforce and 
introduce programmes that will keep them engaged and motivated.343  Millennials are 
looking for more in life than just a job or a steady climb-up-the corporate-ladder career.  
They want to do things that create real impacts, they take into account the values of  a 
company when considering a job, and they are motivated by much more than money, and 
corporate social responsibility (CSR) might be the key, as it does not only have a positive 
effect on the corporate image, but can also lead to an increase in millennials’ engagement 
level at work.  
 
As millennials represent a new era of  talent, it is inevitable that both the private and public 
sectors need to disrupt and adopt innovative strategies in engaging the youth.  
 
 
4. REGIONAL AND GLOBAL FACTORS 
 
Greater Bay Area – A World of Opportunities for Hong Kong Talents and Businesses 
 
The Greater Bay Area (GBA) represents a national development strategy to economically 
and socially integrate the nine cities in Guangdong province, as well as the Special 
Administrative Regions of Hong Kong and Macau.344  Its potential rivals the world’s leading 
bay areas in San Francisco, New York, and Tokyo.  The GBA hosts a wide range of 
industries across its cities, including competitive advantages in manufacturing, technology 
and innovation, trade, finance, and other professional services.   
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The China (Guangdong) Pilot Free Trade Zone - or Guangdong FTZ - was the pilot region 
designated by the Central Government as an in-depth cooperation and demonstration zone 
to promote the service trade liberalization between the Nansha New Zone in Guangzhou, 
the Qianhai and Shekou area in Shenzhen, as well as the Hengqin New Zone in Zhuhai.345  
These FTZs were meant to create a better environment for the Central as well as local 
governments to test new policies, new development models, and also to better integrate the 
economy with more international practices.  It is estimated that by 2020, the Guangdong 
FTZ would be a leading region for a new, open economic system, symbolizing the 
cooperation between the cities of the GBA, and serve the FTZ as an international trade 
centre, shipping hub, and model of the deepening of financial reform as China opens up 
further.346 

 
The New Demonstration Pilot Zone in Shenzhen will also improve urban functions, 
continuously extend the opening-up to Hong Kong and Macao, and help residents of the 
special administrative regions that live and work in Shenzhen enjoy better livelihoods, which 
is expected to further enhance Hong Kong and Macao people's sense of identity and 
cohesiveness.347  According to guidelines issued by the Chinese Communist Party Central 
Committee and the State Council, the Central Government will support Shenzhen in raising 
the level of opening up to the standards of Hong Kong and Macau, and speeding up the 
construction of the Shenzhen-Hong Kong technology innovation cooperation area.348  
Industry players forecast that under the plan, caps on cross-border capital transactions could 
be relaxed further, allowing more money to flow freely in both directions.  Although some 
suggest that Shenzhen might rival Hong Kong as the most important offshore yuan trading 
center in the world, cooperation rather than competition is still the main theme in the 
Greater Bay Area, as Hong Kong plays an indispensable role in improving the weaknesses in 
Shenzhen's capital market and regulators in Shenzhen could borrow from the HKSAR's 
experience and launch pilot programmes.349 
 
Hong Kong can also leverage its strengths and competitive advantage as an international 
finance centre and offshore RMB hub, bolstering itself as the centre of investment, financing, 
deal and venture capital activity in the GBA.350  The city boasts one of the freest economies 
in the world, with a favourable tax environment that adds to the ease of conducting business. 
Guangdong serves as the vast base for production and manufacturing, it also provides a wide 
market for Hong Kong firms, thus allowing for Hong Kong to lead as a trading economy 
and remain an important connector for investment.  This suggests that Hong Kong’s role in 
the future for the GBA ought to evolve to better facilitate trade and investment in the region.  
Indeed, the success of Hong Kong as a global financial hub is very much rooted in the 
common law system uniquely possessed as part of the city’s role as a Special Administrative 
Region in China.  Its exceptional position as a gateway between Mainland China and the rest 
of the international market makes Hong Kong all the more compelling as a point for foreign 
direct investment (FDI) in the region.  Despite the ongoing protests, there had been an 
increase of 8.1% of foreign direct investment inflows between January to September 2019, 
compared to the same period in 2018.351  This was according to the data released by the 
Ministry of Commerce, which indicated that Hong Kong’s investment inflows accounted for 
at least two thirds of China’s overall foreign investment inflow.352 

 
According to a research conducted by the HKTDC in collaboration with The American 
Chamber of Commerce in Hong Kong and The European Chamber of Commerce Hong 
Kong and its 16 constituent national chambers, many of the participants expressed rising 
interest in the development of the GBA initiative.  In line with this, a significant number 
planned to expand their Hong Kong operations to better capitalize on the emerging market 
opportunities, while trusting in the city’s professional services sector to resolve problems 
related to any initial cross-jurisdictional incompatibility.  95% of respondents believed that, 
over the next three years, the enhanced connectivity of the cities within the GBA would in 
no way diminish their current level of related income. Indeed, the majority were confident 
that the new arrangements and, in particular, access to a far larger regional market would 
only lead to the expansion of their existing Hong Kong operations.353 
 
In terms of the specific emerging opportunities, more than half believed that Hong Kong-
based professional service providers would have the best prospects in the expanded GBA 
market.  The sectors/activities which were likely to benefit included consumer goods 
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suppliers (according to 25% of all respondents), sourcing (22%), industrial products, services 
and technology businesses (18%) and R&D (investment and set-up) (11%).354 
 
The survey also revealed some of the challenges the respondents believed they might face 
when first accessing the extended GBA market.  Among these, the biggest obstacles were 
rationalizing and integrating the legal and regulatory challenges across the three jurisdictions 
(58%); policy uncertainty and lack of transparency (40%); information flow and security 
(29%), intellectual property rights protection (25%); and cross-border capital movement 
(25%).355 
 
To overcome the challenges and mitigate the risks for business expansion in the GBA, the 
respondents placed considerable faith in Hong Kong’s professional service suppliers 
particularly those with considerable existing experience of working both with Chinese 
businesses and their global counterparts.  The Hong Kong professional services likely to be 
of most benefit were legal and dispute resolution (45%), accountancy (31%) and banking and 
finance (31%).356 
 
Not only is Hong Kong an ideal platform for foreign business to access the Mainland market, 
it is also the case the other way round, as found by an HKTDC survey of Mainland 
enterprises in the GBA conducted in the third quarter of 2019.  Although China’s foreign 
trade was affected by the China-US trade dispute and other uncertainties during the survey 
period, the results showed that 76% of surveyed enterprises would consider ‘going out’ in 
the next one to three years to countries including those along the Belt and Road routes and 
advanced economies.  Of these, the largest number of enterprises (50% of respondents) 
indicated that Hong Kong was their preferred choice for professional services (outside the 
Mainland) when exploring overseas markets.  Among Mainland enterprises targeting the 
advanced economies, 56% said Hong Kong was their preferred service platform for ‘going 
out’.357 
 
The Agreement Concerning Amendment to the Mainland and Hong Kong Closer Economic 
Partnership Arrangement (CEPA) Agreement on Trade in Services (Amendment Agreement) 
was signed by the HKSAR Government and the Ministry of Commerce on 21 November 
2019.  The Amendment Agreement introduced new liberalization measures in a number of 
important services sectors such as financial services, legal services, construction and related 
engineering services, testing and certification, television, motion pictures and tourism 
services, making it easier for Hong Kong service suppliers to set up enterprises and develop 
business in the Mainland, allowing more Hong Kong professionals to obtain qualifications to 
practice in the Mainland, and allowing more of Hong Kong's quality services to be provided 
to the Mainland market.358 
 
The liberalization measures take various forms, including removing or relaxing restrictions 
on equity shareholding, capital requirements and business scope in the establishment of 
enterprises; relaxing qualification requirements for provision of services by Hong Kong 
professionals; and relaxing the quantitative and other restrictions for Hong Kong's exports 
of services to the Mainland market.359 
 
The Arrangement Concerning Mutual Assistance in Court-ordered Interim Measures in Aid 
of Arbitral Proceedings by the Courts of the Mainland and of the Hong Kong Special 
Administrative Region took effect on 1 October 2019, after which parties to arbitral 
proceedings which are seated in Hong Kong and administered by designated arbitral 
institutions would be able to seek assistance from the relevant people's courts in Mainland 
China.  It aims at preventing one of the parties to arbitral proceedings from deliberately 
destroying the evidence or transferring the property and also ensuring that the arbitral 
proceedings can be carried out effectively.  Such an entitlement is not enjoyed by any of the 
world’s other leading arbitration centers and is expected to enhance the competitiveness of 
Hong Kong’s international arbitration services.360 
 
In the course of Hong Kong’s orderly integration into the grand GBA vision, numerous 
opportunities have also emerged for professionals, talents and Start-ups in Hong Kong, 
especially young entrepreneurs, to develop their careers and live in the GBA. 
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In August 2019, an RMB 150 million fund was established to attract graduates from Hong 
Kong and Macau to the Qianhai Special Economic Zone.361  Graduates may receive a one-
off subsidy from RMB 20,000 to RMB 50,000, so long as they have worked full-time for a 
year in securing a two-year contract at the minimum with an employer in Qianhai.362   Tax 
breaks may also be given to Hong Kong and Macau talents choosing to work in the Chinese 
Mainland.  The fund aims to further provide rent and transport subsidies, as well as 
supporting entrepreneurship and innovation projects, in the hopes of strengthening 
cooperation and integration of the Special Economic Zones with the Mainland.363 

 
The “Notice on the Issuance of the Employment (Start-up) and Skills Development 
(Training) Subsidy Measures in Zhuhai” issued in December 2019 announced 18 subsidy 
measures to facilitate Hong Kong and Macao residents’ employment and entrepreneurship in 
Zhuhai.  Eligible Hong Kong and Macao residents can obtain up to RMB500,000 housing 
subsidies and enjoy various kinds of support including entrepreneurship subsidies, rental 
subsidies, social insurance subsidies, etc.364 
 
Also announced in December 2019, the Young Talents Application Programme in 
Dongguan aims to select 25 high-potential talents under the age of 35 (including talents from 
Hong Kong and Macao) to participate in a three-year talent development programme.  Each 
person can get start-up subsidy amounted to RMB 300,000 and enjoy the same treatment as 
Dongguan residents in the areas of public services and children’s enrolment in school.365 
 
Starting from 1 January 2019, the requirement for the people of Hong Kong and Macao to 
apply for employment permits for working in the Mainland has been removed. The interim 
measures announced on 29 November 2019 also allows Hong Kong, Macao and Taiwan 
residents working, doing business, living or studying in the Mainland to join the local social 
insurance scheme.366 
 
Shenzhen became the sixth GBA city after Dongguan, Huizhou, Zhuhai, Foshan and 
Jiangmen to offer free public transports and free access to public cultural facilities and 
tourist attractions to Hong Kong and Macao senior citizens who are holders of relevant 
residence permits in August 2019. 367 
 
With the long list of favorable policies covering practically everyone in Hong Kong, it is 
important for Government to step up its effort in helping Hong Kong citizens understand 
their motherland, as well as promoting the GBA as an attractive destination for businesses of 
all sizes and professionals of all industries, as well as for aspiring young talents in search for a 
bright future and senior citizens for comfortable retirement. 
 
 
Coping with Lingering Uncertainty Arising from Sino-US Trade War and 
Geopolitical Tensions 
 
The US and China have entered the “largest trade war in economic history” since July 2018, 
as Trump’s administration hopes to protect jobs in the US, put a stop to “unfair transfers of 
American technology and intellectual property to China”, and reduce the trade deficit.368  
Being the most significant geopolitical event of the year, the tit-for-tat antagonisms by both 
the US and China have mainly been the application of tariffs on goods exclusive to both 
countries.  To date, the total tariffs imposed on Chinese goods by the US are around US$550 
billion, and tariffs of US$185 billion have been imposed by China on US goods.  
 
In May 2019, Trump decided to increase tariffs from 10% to 25%, imposing further tariffs 
on Chinese goods worth US$200 billion. Both sides have failed to reach a deal after eleven 
rounds of high-level trade talks.  China announced, days later, that it would also increase 
tariffs as a “necessary countermeasure” on US goods worth US$60 billion.369  The US 
retaliated by placing Huawei and its affiliates on its “entity list”, thus banning US companies 
from selling to them lest approval should be given by the US government.370  Further bans 
on five other Chinese entities have been added on the list including Sugon, Wuxi Jiangnan 
Institute of Computing Technology, Higon, Chengdu Haiguang Integrated Circuit, and 
Chengdu Haiguang Microelectronics Technology.371  The general bearing of Sino-US 
relations took a negative downturn, leading up until the G20 Summit in June 2019, when a 
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tentative truce had been reached.372  Trade talks resumed but little progress was made with 
an exception that the ban on Huawei was relaxed. Although the company remains on the 
entity list, licenses would be issued to companies seeking to sell goods to Huawei so long as 
it poses no threats to national security.373  
 
In September 2019, the US began implementing tariffs of over US$125 billion worth of 
Chinese goods, including electronics such as smartwatches, dishwashers, and flat-screen 
televisions, as well as food products, diapers and footwear.  China responded with the 
imposition of US$75 billion tariffs on goods, including a 5% tariff on US crude oil.374  In 
October 2019, the US and China outlined a “Phase 1” agreement to end the trade war, in 
which China would strengthen its IP provisions, issue new guidelines on managing its 
currency, and also purchase US$40-50 billion in US agricultural products annually.  This was 
seen as the largest step taken by both sides to genuinely end a tariff tit-for-tat that had lasted 
for over 15 months.  375 
 
The tariffs placed on Chinese goods had resulted in a decline in US imports by 25% of 
tariffed products in the first half of 2019.  Although this represented a substantial figure, it 
also indicated competitiveness on part of the Chinese firms to still be able to maintain 75% 
of their exports to the US376  Although some believed that the tariffs would not generally 
derail the steady growth in China’s economy, nor would it lead to an economic downturn,377  
figures still showed the country’s slowest growth rate in over 27 years.  Official figures 
indicated that manufacturing sector activity in China has shrunk for a 5th consecutive month 
in September 2019.378  The trade war has already induced a depreciation of the RMB, where 
the exchange rate of RMB against the US dollar, alongside the fall in the RMB index, has 
weakened to 7 to the US dollar.379 
 
In similar respects, the trade war has impacted domestic economic trends in China.  It 
appears that Chinese families have been putting off large, non-essential purchases, and 
scaling back on travel in order to weather this economic storm.  According to the National 
Bureau of Statistics, retail sales growth dropped to 8.2% in the first half of 2019, compared 
to 8.4% in 2018.  Car sales during the same period also dropped by 11.7%.380  Exports have 
also fallen slightly, with factory output slowing to 5.6% compared to the 6% growth in the 
first half of 2019.  Investment in factories, real estate and other such fixed assets have also 
decelerated to 5.4% from 5.5% in January to August 2019, as a consequence of trade-war 
uncertainties.381  China International Capital Corporation estimated at least 5 million loss of 
jobs in the first seven months in 2019, attributing this to weak consumer demand.382 
 
In October 2019, the lower chamber of US Congress decided to pass the Hong Kong 
Human Rights and Democracy Act.  The House had also approved of the PROTECT Hong 
Kong Act that blocks the export of crowd control equipment (i.e. tear gas and rubber bullets) 
to Hong Kong authorities, and reaffirmed Hong Kong’s bilateral relationship with the US383, 
condemning “efforts by the Hong Kong and Chinese Governments to characterize the 
protests as riots and to falsely accuse the United States of orchestrating political instability 
that they alone created”384.  China, in turn, warned of US interference, stating that this act 
was a “political plot of the US House of Representatives and some politicians to use the 
Hong Kong situation to contain China’s development”.385  In late November 2019, Trump 
signed the Act into law, ignoring China’s warnings.  This move put trade talks in jeopardy, 
just as both countries were inching towards a “Phase 1” agreement in defusing the trade war.  
The new laws have potentially exacerbated tension between China and the US386 
 
With the passing of the Human Rights and Democracy Act of Hong Kong, the US 
government is now able to “impose property and visa-blocking sanctions on foreign persons 
responsible for gross human rights violations in Hong Kong”.387  The law requires the 
Commerce Department to annually report matters of Hong Kong with interest to the US for 
seven years, including assessments of limits to Hong Kong’s autonomy under the “one 
country, two systems” framework, regardless if self-imposed or enacted by China, and 
inspections of whether China had “used Hong Kong’s special trading status to import ‘dual-
use’ technologies in violation of US export control laws”.388  
 
In early December 2019, it was announced that the “Phase 1” deal would be signed on 15 
January 2020 which would involve cancellation and reduction in tariffs.  In return, China 
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would pledge to increase purchase of US exports and adopt reforms in their trade.  The 
agreement would also cover areas ranging from intellectual property, agriculture, financial 
services, and foreign exchange.  Tariffs levied in September 2019 on US$120 billion worth 
of Chinese products were also halved to 7.5%. 389 
 
Hong Kong’s role as an international finance and trading hub of Asia holds certain stakes for 
both China and the US  The Hong Kong Stock exchange initially planned to buy the 
London Stock Exchange “to establish more channels for Chinese companies to attract 
foreign funds in the global stock market” but was rejected, meaning that Hong Kong 
remains as China’s largest source of foreign capital.390  For the US, their interest in Hong 
Kong remains with the fact that its largest bilateral trade surplus of US$31.1 billion in 2018 
was with Hong Kong.391  Thus divorcing from Hong Kong’s special trading zone status and 
separate customs would harm American economic interests as well.   
 
The trade war has its toll on Hong Kong given our role as the re-export hub between China 
and the US392  In April 2019, exports had dropped by 2.6% to HK$321.5 billion, worse than 
expected around the same period in 2018 and had fallen for the sixth month in a row with 
no signs of improvement in the months ahead either.  The Census and Statistics Department 
reported even worse performance for imports, which were down 5.5% in April year on year, 
having contracted for five straight months.393  Imports had shrunk down to HK$356.6 
billion, indicating a trade deficit of HK$35.1 billion.394   
 
Hong Kong’s economic wellbeing is weighed down by its poor trade figures that showed 
GDP contracted 2.9% year-on-year in the third quarter of 2019, representing the first yearly 
economic contraction since the third quarter of 2009, when the economy shrank 1.7%395.  
Given that China is the city’s biggest trade partner, and the US is its second-largest export 
market after China396, Hong Kong’s economic fate is intertwined with both countries as the 
trade war continues.    
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