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The Distribution of World GDP, 1970 and
2014, US$
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The Distribution of Total International Trade In
Goods and Services, 1970 and 2014
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The Sets of Consumption Possibilities under
Autarky and with International Trade
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Average No. of Years of Schooling per Person
In the Working Age Pop., Selected Economies

Average Number of Years of Schooling of Selected Economies (1945-present)
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Global Economic Trends and Uncertainties:

Trumpenomics

¢ If we go by the rhetoric of President Donald Trump and his

administration, there may well be a global trade war with the
three principal “villains”--China, Germany and Japan.

¢ The border-adjustment tax being contemplated by the U.S. will
also cause great disruptions in world trade and global supply
chains.

¢ Even a more limited trade war between China and the U.S. will
have significant consequences not only for China and the U.S.
but also for the rest of the world.

22



The Comparative Advantages of Hong Kong

radition of capitalist Tree market economy—tne flows of people,

goods and capital into and out of Hong Kong have always been free
and open.

¢ A cosmopolitan international metropolis that is bilingual (Chinese and
English) and bicultural, and closely connected to both China and the
rest of the World

¢ Stable exchange rate, freely convertible currency, full capital mobility
and free trade

¢ A well-developed financial market with close links to the other
International financial centers

¢ Low corporate and individual income tax rates with exemption for
Income generated outside the HKSAR

¢ Rule of law, effective regulation and supervision of financial markets,
transparent governance, and civil liberties comparable to the most
developed countries in the World

¢ An established international arbitration center ”



The Comparative Advantages of Hong Kong

¢ An environment hospitable to entrepreneurs and potential
entrepreneurs

¢ The favorable commercial reputations of Hong Kong and its
firms

¢ Academic freedom, freedom of speech and real-time full access
to information everywhere—the internet is entirely open and the
press Is among the freest in the World

¢ A well-educated and experienced professional labor force

¢ World-class, research-oriented universities

¢ Geographically well located--proximity to the Mainland, a huge
market and a huge source of savings, and right at the junction
between the Mainland China and the emerging ASEAN regiop,
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The Vulnerabilities of Hong Kong
| 2 ngli cost structure Tor both Tocal and international Busmesses,

especially the cost of land (and hence the costs of office space and
housing) which is artificially high because of government policy

¢ The lack of a large domestic market

¢ A narrow tax base, and over-dependence of government revenue on
land sales, resulting in its excessive volatility and also high and rising
land prices

¢ The lack of double-tax agreements (DTAS) with many countries and
regions (a problem that is in the process of being corrected)

¢ Insufficient support for higher education and for R&D, hindering
Hong Kong's transformation into an innovation-based economy
(Tertiary education enrolment rate is around 20% compared to over
30% for the Mainland and 100% for Taiwan; R&D expenditure is only
0.8% of Hong Kong’s GDP, compared to 3% or above for Japan and
the U.S., 4.15% for South Korea and 4% for Shenzhen).



The Vulnerabilities of Hong Kong

¢ Local protectionism of many service professions such as the legal
and the medical

¢ Declining English proficiency and an increasingly inward-
looking mentality

¢ Lack of a long-term plan and strategy

¢ Lack of unity of purpose and a sense of urgency

28
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