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Distribution of World Trade Settlement
Currencies versus World Trade, 2010
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Hong Kong as Part of the Pearl River Delta

Metropolis
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Concluding Remarks

¢ Hong Kong was indispensable to the initial success of the
Mainland’s economic reform and opening to the World.
¢ However, with the success of the Mainland economy, the fate of

t
t
t

ne Hong Kong economy Is now inextricably intertwined with
nat of the Mainland. The Mainland is now critically important to

ne Hong Kong economy. If the Mainland economy prospers, the

Hong Kong economy will prosper. If the Mainland economy
slows, the Hong Kong economy will slow.

20



Concluding Remarks
& It is because of the strengtli of the Mainland economy that Flong

Kong has been able to survive the current European sovereign
debt crisis as well as the earlier 2007-2009 global financial crisis,
the “Severe Acute Respiratory Syndrome (SARS)” crisis and the
1997-1998 East Asian currency crisis relatively unscathed.
¢ The “Individual Visit Scheme™ has been instrumental in lowering
the unemployment rate of Hong Kong down to its current slightly
above 3%.
¢ Hong Kong must try to take full advantage of its Mainland
opportunities, such as those offered by CEPA, so that its
economy can continue to grow, especially given the relatively
weak recoveries of the United States and European economies.
The Hong Kong domestic market alone is too small for
Innovation activities to be commercially successful.

21



Concluding Remarks

¢ The economies of Hong Kong and Guangdong are complementary to
each other. What Hong Kong lacks, Guangdong can provide; and vice
viersa Their economic cooperation can be win-win; it can benefit both
places.

¢ Guangdong has a diversified manufacturing industrial base—with
light industry, heavy industry and high-technology industries. but is
relatively weak in the higher education and research and development
sectors. Hong Kong has little or no manufacturing industry any more,
especially high-technology industry, but has world-class research
universities to provide scientific and technological manpower and
R&D. There is therefore room for specialisation and division of labor
between Hong Kong and Guangdong, which can be win-win for all.

¢ Hong Kong should therefore intensify its economic cooperation with
Guangdong (and Shenzhen). Guangdong 1s Hong Kong’s natural
economic hinterland. Hong Kong cannot compete with Shanghai if it
IS unable to hold on to Guangdong. 2




Concluding Remarks

¢ If Hong Kong were to become an international financial center
for China, it must begin by trying to provide the firms and
households in its potential hinterland (Guangdong and the
Greater Pearl River Delta) with the best financial service
possible, so that they do not need to go to Shanghali or develop
their own international financial center(s). If Hong Kong cannot
hold on to these potential customers, it can never compete with
Shanghai.
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Concluding Remarks

¢ Hong Kong should also capitalize on the opportunities provided
by the “One Belt, One Road (OBOR)” Initiative.

¢ Hong Kong can also further develop into an international center
for sukuk bonds (Islamic bonds) structured in such a way as to
generate returns to investors without infringing Islamic law
which prohibits pure interest payments as many Belt and Road
countries are Islamic.

¢ The Government of the HKSAR is already actively promoting
double-tax treaties with countries on the Belt and Road so as to
facilitate investment by Hong Kong entities as well as
subsidiaries of Chinese and multinational corporations
established in Hong Kong to do OBOR related business in the
countries concerned.

24



Concluding Remarks

¢ It is necessary to promote the freer flow of goods and services
between Guangdong and Hong Kong and between the OBOR
countries and Hong Kong. There should be a pilot programme
for a Guangdong-Hong Kong Pilot Free Trade Zone.

¢ It 1s also necessary to promote the freer flow of people—the
simplification of entry/exit and customs formalities, the mutual
selective recognition of academic degrees and professional
qualifications.

¢ Finally, 1t 1s necessary to promote the financial cooperation
between Guangdong and OBOR countries and Hong Kong and to
facilitate the cross-border two-way flow of capital.

25



Concluding Remarks

¢ We have tried to suggest some feasible directions of significant
potential in which the economy of Hong Kong can aspire to develop.
The goals may appear ambitious, but in our opinion, they are all
achievable with sufficient commitment and resolve. In diversifying its
economy In these various directions, Hong Kong can also reduce the
risks of over-dependence on any one particular sector.

¢ It is essential to try to make Hong Kong more competitive once again.
This means trying to do something to the high price of land, and the
resulting high office space and housing costs.

¢ Hong Kong indeed has the potential of surpassing both New York and
London to become the leading international financial center in the
world. However, the development of Hong Kong as an international
hub for flows of people, goods and services, and capital is a long-term
undertaking and will require the long-term commitment of the
Government of the HKSAR, its citizens, and its public and private
Institutions. 26



Concluding Remarks

¢ Hong Kong must do its part in devising implementable plans and
strategies and In addition seek assistance and support from the
Central Government on the basis that these initiatives are win-
win for both Hong Kong and the Mainland. It is up to Hong
Kong to make itself indispensable once again, as it was during
the early days of the Chinese economic reform and opening to the
world.

¢ There is clearly still great potential for the economy of Hong
Kong! It will require the united efforts of everyone in Hong
Kong to fully realize this potential. Yes. Hong Kong CAN
create yet another economic miracle! However, time iIs of the
essence. The time to act is NOW.
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