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Message from

the President

Need to Remain Vigilant to
Economic Slowdown

Following the announcement of a better-than-expected
second-quarter performance, the SAR Government has
recently raised its annual economic growth forecast to
2-3%. However, Hong Kong’s economic data continues to
disappoint, which shows the market is not optimistic about the
economy. For many industries and small and medium-sized
enterprises (SMEs), the business environment remains harsh.

Supported by domestic demand, Hong Kong’s real GDP
growth for the first half of 2015 rose by 2.6%, slightly
higher than 2014’s annual growth rate of 2.5%. The external
environment nonetheless still poses significant downside
risks to the economy. Except for USA, the economy of the
developed markets such as the Euro zone and Japan remains
sluggish, while China and other emerging economies are
showing signs of slowdown. With the prospect of rate hikes
by the US Federal Reserve and with the recent adjustment
of the RMB exchange rate, the global financial market is
surrounded by many uncertainties. This impacts adversely
on the stability of the global economy, with the emerging
economies especially hard hit. The strengthening Hong Kong
dollar along with the US dollar also hinders the recovery of
exports. As Hong Kong highly relies on foreign trade, the
economic prospect is likely to remain challenging for an
extended period of time.

The Nikkei Hong Kong Purchasing Managers Index (PMI),
another indicator, has been consistently on the decline in the
past few months, and is currently below the 50-threshold,
indicating that the overall business environment is deteriorating.
Manufacturing sector is shrinking with steep contraction in
both output and new orders, marking the worst in six years.
In addition, according to the Export Index announced in mid-
September by the Hong Kong Trade Development Council,
the forecast on export growth in 2015 was revised from 3%
to 0%, while the confidence of exporters hits the lowest in
thirty months, revealing the pessimism among Hong Kong
businesses about the future economy.

The export of services outperforms the export of goods,
but the slackening growth in tourism continues to add
headwinds to the economy. The reduction of tourist arrivals
directly dampens the retail industry with sales dropping over
the past few months. Layoffs or even shutdowns are not
uncommon. Apart from the external economic factors and
changed consumption patterns of Mainland visitors, last
year's “Occupy Movement” and the spate of protests against

Mainland visitors have taken their toll on tourist arrivals.

Domestic demand has been the key driving force in Hong
Kong’s overall economic growth in recent years. Negative
factors hitting domestic consumption are, however, gradually
surfacing. The recent decline in the stock market has
discouraged people’s spending, while the expectation of
waves of layoffs and the adjustment of property market have
further added to the gloom factor.

Without major improvements in the offing on the external
environment and with the weakening internal momentum,
CMA predicts that Hong Kong's economy in 2015 will record
a modest growth of no more than 3%, and the growth rate
in 2016 will remain similar to that in 2015.

Hong Kong’s economy is now at a crossroads. Amidst an
uncertain and complex environment, we must stay alert to the
risks of future economic changes. The authorities concerned
on the other hand should introduce more relief measures
and offer assistance to SMEs to help them tide over their
difficulties. To maintain our competitiveness, however, we must
speed up the formulation of long-term economic strategies.
Additional to nurturing strategic emerging industries, we are of
the view that the Government should assist with the upgrading
and transformation of traditional industries. The promotion of
e-commerce will be especially imperative.

Concerning the revival of tourism, we should spare no efforts
in developing new tourist attractions. At the same time, tourist
rip-offs should be dealt with in earnest to rebuild tourists’
confidence. The implementation of “One Belt, One Road” will
without doubt bring us closer to many of the countries involved.
This will give us an excellent opportunity to showcase Hong
Kong as a popular tourist destination. The potential is huge;
we must do as best we can to exploit it.

Dr Eddy S H LiBBS upP
President
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Onlinefo-oftline Infegration Spells
Marketing Success for HK Brands

s China actively promotes the ‘Internet+ strategy, major mainland industries and

different sectors of society are delving into the trend of ‘close contact’ with the

Internet, while consumers seek a total online-to-offline experience. Hong Kong products

have always been known for their quality and creativity. If Hong Kong brands can ride

on this trend to set effective online-offline marketing strategies, and reinforce them with

content marketing and enhanced brand awareness through social media, they will be

able to launch their products in the mainland or even global markets.

The Hong Kong Brand Development Council (BDC),
the Chinese Manufacturers’ Association of Hong
Kong (CMA), the Trade and Industry Department
(TID) and the Hong Kong Trade Development
Council (TDC) jointly held the ‘Branding to Win
Seminar 2015: At the Dawn of “Internet+” Era’ in
August. The seminar examined today’s online
marketing trends and how Hong Kong enterprises
should seize the opportunities to carve out a
wider path for their business development.

One of the speakers Professor Dou Wenyu,

Associate Dean of College of Business of City
University of Hong Kong, noted that the ‘Internet+’
era provides new opportunities for building brand
experience, since the virtual experience of
consumers is all pervasive. According to a recent
survey, the average UK user checks their cell
phone up to 200 times per day. In fact, social
media has long become a platform for consumers
to come into contact with brands. At present, the
average Weibo user follows five or more brands.
Of first-time users of Weibo mobile app, over 60%
follow 11 or more brands on average.



Internet Industry’s Revenues Growth 50%

Online Retail Sales Turnover RMB$2.8 trillion

Transaction Amount of Mobile

Shopping Market RMB$900 billion

Percentage of GDP 0.8%

Source: Chinese E-Commerce Report 2015

Professor Dou said the era of ‘Internet+ renders
the consumer experience more important than ever
before. As the consumer experience becomes
scattered and vyet richer, it is also more susceptible
to the influence of social media while being initiated,
nurtured and safeguarded by business players. The
creation of total consumer experience begins with
virtual experience on social media and materialises
offline. Another survey pinpoints the senior
management of 89% of Northern American enterprises
believes “positive consumer experience makes the
brand image”.

To create the total consumer experience, a brand
must use the 020 model (Online-To-Offline) which
means using online marketing and shopping to
draw customers to offline operation and consumption.
Professor Dou believed the use of O20 marketing
strategy can create a seamless online-to-offline
consumer experience. It may then be reinforced
with high quality and valuable content that propels
connection, interaction, synergy and integration
with the brand to create a long-term and fragmented
brand experience. The source of content marketing
includes music, film, TV programme, poetry and
prose, festival, and others. Commonly used formats
include blog, Weibo, WeChat, e-newsletter, event,
magazine, video channel and website.

Daniel Chan, Founder Chairman of Hong Kong
General Chamber of Cross-border E-commerce,
said a brand can use 020 marketing to enhance
brand awareness among consumers and speed
up interaction with consumers, which drives
purchasing behaviour and income for the brand.

He referred to a marketing initiative of China Telecom
(Macau) as an example. The company launched
a Valentine’s Day promotional activity on Facebook,
inviting the public to submit short videos of themselves
professing their love for someone that were to be
shown on the big screen. The activity was promoted
through different channels such as email, newspaper,
WhatsApp, text message and radio broadcast. The
number of fans of the company’s Facebook page
rose by 280%, while the number of new fans reached
980,000 per day during the peak period and 500,000
per day on average. The activity succeeded in
driving consumer awareness and engagement of
the company’s service, as reflected in a 30% year-
on-year increase in turnover.

In formulating marketing strategies, Chan said a
brand must identify its target market and build its
official platforms such as Weibo, WeChat and Baidu,
followed by the devising of promotion strategies.
For instance, soft messages and targeted advertising
on websites of popular trends are set to attract
those who are interested in trends and possess
buying behaviour. Experience sharing by key opinion
leaders of social media, such as Weibo masters,
bloggers, editors-in-chief of fashion magazines on
Weibo and online forums also raises brand awareness
and turns readers into new fans of the brand. The
end objective is to prompt these readers to visit
and shop on the brand’s website.

Another speaker at the seminar, Vincent Wong,
Chairman of Pompei Holdings Ltd., shared that his
company’s business is selling imported products
of European brands in upstairs shops in Hong
Kong. To lower rental cost, the company developed
its online shopping platform years ago, and employs
buyers to source merchandise in Europe. He added
that as parallel imports of luxury products (or grey-
market products) are illegal in mainland China, they
cannot be sold in physical stores. However, they
may be displayed offline and made available for
cross-border purchase online.

He noted that building consumer confidence and
enterprise integrity is instrumental to establishing
one’s online shopping platform in the mainland

Professor Dou Wenyu, Associate
Dean of College of Business of

City University of Hong Kong of Cross-border E-commerce

market. The use of reliable platform and payment
tools is also essential. In addition, the colossal
mainland market and population are accompanied
by abundant product population on the market.
Product return is extremely complicated if consumers
use the credit card for their online shopping payment,
in cases where the purchased good turns out to
be a counterfeit. Therefore, enterprises need to
work with mainland online shopping platforms and
use the intermediary mechanism to lower unnecessary
operating cost.

At present, Pompei collaborates with major mainland
websites such as xiu.com that have a large customer
base. The company can showcase their offerings
to mainland customers by uploading them onto
these websites, which makes a win-win situation
despite decreased profit. However, he also reminded
that when operating online shopping platforms in
the mainland, there must be clear positioning of
products and services as well as appropriate
promotion to attract consumers’ interest.

In the age of the Internet, Wong believed enterprises
can achieve more effective merchandising if they
have a clear grasp of consumers’ preference and
shopping experience. This will, in turn, increase
sales and lowers overstock. The company currently
has two analysts who analyse customers’ spending
habits and product sales and conduct statistics
analysis on a daily basis. The results are used as
the basis for target marketing. In addition, he
pointed out that enterprises should collect customers’
opinions on an ongoing basis and conduct instant
analysis. His company also has a VIP bonus point

Daniel Chan, Founder Chairman
of Hong Kong General Chamber

Vincent Wong, Chairman of Daniel Hui, Principal of China
Pompei Holdings Ltd Tax of KPMG

programme for building long-term and close
relationships with clients.

Daniel Hui, Principal of China Tax of KPMG remarked
that according to 100EC.CN’s monitoring information,
China’s cross-border e-commerce transactions
reached RMB4.2 trillion in 2014, marking a 33.3%
year-on-year increase. Currently, the import business
of cross-border e-commerce platforms is conducted
under two modes of operation: bonded import,
‘stock first, order later’; and direct purchase import,
‘order first, delivery later’.

Hui added that for inventory model-oriented
cross-border e-commerce players, transit warehousing
in bond areas and free trade zones is central
to their operation. In view of this, they are the
prime target merchants of bonded areas and
free trade zones with limited room for space
planning. However, this operating model imposes
higher requirements on enterprise capacity.
With the singular product type and substantial
data analysis required, overstock from lower-than-
expected-sales incurs even greater loss. In addition,
some enterprises are deterred by the comparatively
complex information for customs inspection
involved in this model.

For overseas e-commerce companies, assisted
purchasing companies, domestic e-commerce
companies and transshipment companies without
capacity for managing customs, he believed most
of them opt for direct purchase import. If there is
not any issue with order or delivery information,
customs clearance time is up to two working days



A The ‘Branding to Win Seminar 2015: At the Dawn of
“Internet+"Era’ attracted about 400 participants; Pictured is
the representatives of organisers with speakers.

after the goods’ arrival in general. However, smooth
operation of this model relies on an effective network
of overseas and border warehouses, as well as
circumventing corresponding laws and regulations
in the mainland and elsewhere.

Personal Postal Articles Tax Waived for
Articles with an Import Duty Payable Amount
of RMB50 Starting from September

At present, there is a 10% personal postal articles
tax imposed on B2C transactions, while a 20% to
25% tariff and value-added tax is imposed on B2B
transactions. However, the distinction between B2C
and B2B is unclear in regards to many e-commerce
companies. Recently, the General Administration of
Customs made an announcement about the Adjustment
of Management Measures for Inward and Outward
Personal Articles. Starting from 1 September 2015,
personal postal articles tax is waived by the Customs
for articles with an import duty payable amount of
RMB50 or less. To achieve ‘free customs clearance),
more cross-border e-commerce companies are willing
to divide the goods into smaller import packages,
keeping the price of each below RMB500.

In March 2015, Premier of the State Council Li
Kegiang unveiled this year’s government work report
and presented the ‘Internet+” action plan. The action
plan will utilise emerging technologies like mobile
Internet, cloud computing, big data and the Internet of
Things to revamp and upgrade traditional industries.
Issued in June by the State Council, the guideline

on the promotion of Internet+ lists 11 key areas of
Internet integration including e-commerce.

In fact, this year’s “Report on the Work of the
Government” makes many mentions of e-commerce,
most notably the expansion of integrated piloting
of cross-border e-commerce. Issued by the State
Council in May, the guideline on e-commerce
development and fostering new economic
growth drivers proposes a total of 29 measures to
promote e-commerce development in seven areas.
The measures include cutting red tapes, lowering
taxation and expanding support for financial
services. Encompassing finance, logistics, talent
and taxation, the measures aim to remove barriers
to e-commerce development in the mainland,
expand the room for development for e-commerce,
and propel the development of the whole e-commerce
industry chain.

The State Council issued in June the guideline on
cross-border e-commerce development, clearly laying
out the government’s policy support for cross-border
e-commerce. The guideline also proposes enhancing
protection mechanism to achieve quality import and
export through ‘Internet + foreign trade’, so as to
foster upgrading of enterprises and foreign trade. In
addition, a total of seven cities including Shanghai,
Chongqging, Hangzhou, Ningbo, Zhengzhou,
Guangzhou and Shenzhen have been designated
as e-commerce pilot cities since 2013. Hangzhou
was approved as China’s first ‘online free trade
zone’ this year, which led to the establishment of
‘China (Hangzhou) Cross-Border E-Commerce
Comprehensive Pilot Area’. Along with the other
four free trade zones of China, Hangzhou is
expected become one of the country’s pioneers
of e-commerce.

These policies and measures of the central
government are set to create tremendous
opportunities for Hong Kong enterprises. Hong Kong
brands and enterprises working in e-commerce
logistics, trade and online marketing should make a
head start in discerning the trends to seize business
opportunities in the related markets.
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