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Background




Hong Kong Position as Logistics Hub e

e Ranked 1st in airport cargo throughput in 2014
e HKATL: 8.7% growth in goods throughput
Rank Airport Total Cargo (Tonnes)
( 1 Hong Kong (HKG) 4,066,738 |
2 Memphis TN (MEM) 4 015 997
3 Shanghai (PVG) 2.938,157
4 Anchorage AK (ANC) 2,463 696
5 Incheon (ICN) 2 456,724
6 Dubai (DXB) 2 279 624
T Louisville KY (SDF) 2,168, 365
8 Paris (CDG) 2 150,950
9 Frankfurt (FRA) 2 066,300
10 Tokyo (NRT) 2 006,173
11 Miami FL (MIA) 1,929 889
12 Singapore (SIN) 1,841,858
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Hong Kong Position as Logistics Hub

e Continuous growth in Hong Kong’ s trade
e Around 3.5% annually
e Drives growth in air freight industry

Merchandise Trade Performance

(in nominal terms) 2012 2013 2014
USSbillion Growth% USSbillion Growth% USS$billion Growth %
Total Exports 4403 429 456.4 +36 4709 #3321
Domestic Exports 15 104 70 786 11 1.7
Re-exports 4328 +3.2 4494 +38 4638 +3.2
Imports 5016 +39 520.6 +38 5409 +39
Total Trade 9419 +34 977.0 +37 10118 +316
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1.Strengths

Reputation

e 1Istin world
airport efficiency
ranking in 2013

Background

Rank Alrport WLU/ ATM

2 Tokyo (NRT) 248.5

3 Dubai (DXB) 245.4

4 Incheon (ICN) 2422

5 Taipei (TPE) 239.0

6 Davao (DVO) 2222

! Bangkok (BKK) 211.2

8 Kalibo Aklan{KLO) 211.0

2 Singapore (SIN) 2093
10 shanghai (PVG) 206.0
11 Sacramento CA (SMF) 199.0
12 Memphis TN (MEM) 197.9

i;:-r .I.‘-E-r._. ¢ 1l sibd wedth Annual sircratt

World Alrport Efficlency Rankings
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Strengths

e Logistics Performance index
e Measure efficiency and quality of logistics
service
e Ranked 3rd in Asia
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Strengths

2. China’ s trade barriers to countries

eChina’ s protectionism policy
eExmaple: US auto and steel products
eForegin goods re-export in Hong Kong
eBy-pass China’ s trade barriers
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Strengths

3. Hong Kong tax and legal system

eNo import tax for most goods
eTrusted legal system and free economy
eFavourable for doing business

Opportunities /



Strengths

4. Geographic location

e Short distance form major internation and
regional hubs

Figure 5: Flight hours between regional hubs

Hong Shanghai | Guang Singapore | Seoul Taipei Bangkok | Tokyo Osaka Dubai

Kong -zhou
Hong Kong = | X 2h20m 45m 3h45m 3h20m 1h40m 2h40m 4h05m 3h45m 7h50m
Shanghai 2h20m X 2h 5h15m 1h45m X 5h30m 2h50m 3h20m X
Guangzhou| | 45m 2h X 3h55m 3h10m X 3h 4h20m 3h20m 7h55m
Singapore 3h45m 5h15m 3h55m X 7h20m 6h30m 2h25m 8h10m 7h30m 9h15m
Seoul 3h20m 1h45m 3h10m 7h20m X 2h30m 6h20m 7h55m 1h40m 12h15m
Taipei 1h40m X X 6h30m 2h30m X 4h10m 3h15m 7h03m 9h50m
Bangkok 2h40m 4h20m 3h 2h25m 6h20m 4h10m X 6h10m 6h30m 6h50m
Tokyo 4h05m 2h50m 4h20m 8h10m 7h55m 3h15m 6h10m X 1h05m 12h45m
Osaka 3h45m 2h05m 3h20m 7h30m 1h40m 2h35m 6h30m 1h05m X 12h
Duba:l 7h50m 7h55m 9h15m 12h15m | 9h50m 6h50m 12h45m | 12h X

| 28h10m _ 54h05m | 46h15m |JSSHSENN 43h35m | 50h35m | 46h13m | 90h

Sou.rce. Pubuisnea jugnt schedules of respective cities, summer 2006
(Note: In cases where no direct flights are available between hubs, the Hong Kong time is used to avoid
distortion of comparison.)
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Weakness

1. Expensive air freight rate

eHigher rate in Hong Kong due to higher operating
cost

eSuch as higher rent and wage

ee.g. Rate from Hong Kong to Europe 4X
Guangzhou to Europe
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Weakness

2. Re-export inconvenience

¢Go through custom from Hong Kong to China or
vice versa
eMore convenient for airports in China
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Weakness

3. Airport service satuation and expansion
difficulties

e Current capacity: 70 flights/hour in 2015
eForecast satuate in 2017
eLimit growth of the air freight sector

Opportunities /



Challenges




Rising APAC Competitiors
e China: Guang Zhou, Shang Hai,
Beijing
e Singapore: Changi
e Japan: Tokyo
e Korea: Seoul
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e Improved facilities

v 4 e Enhanced regulation and

p ¢ Increasing capabilities
management




Intensified Competition

Shanghai
B ——————— Fast development of PRC

T 1 1
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Declined Investment in
PRC Manufacturing

Percentage Share of Air Cargo Value

Total exports 336% 352% 562%

Domestic exports 27.7% 27.4% 28.3% () Main BusineSS:

Re-exports 33.7% 354% 36.4% o eXp o) rt

Imports 38.6% 39.4% 41.2%
Source: Hong Kong External Merchandise Trade, Census and Stalisfics Department © re-expo rt
"oy Ocober e Main supplier PRC

_ Hong Km;g's ll;lpl)l‘(s by Main Supplier, 2013 Hong Kong's Re-exports by Main Origin, 2013

Others 13.7%
Others 21.1%
India 2.0%
Malaysia 2.0%

The Mainland USA 34%
of China

17.5% Korea 4.0%

Malaysia 2.2%

The Mainland
of China
61.6%

USA 5.d% Japan 5.0%

Singapore 6.1%

Taiwan 7.4%
Taiwan 6.4%

Japan 7.1%




Domestic Exporis

Value Annual

Year HEKS Million change
2004 125 982 3 5%
2005 136,030 B.0%s
2006 134 527 -1.1%5
2007 109,122 -18.9%%
2008 o0, 757 -16 8%
2009 57. 742 -6 4%
2010 62,512 20.4%
2011 65,662 -5.5%
2012 58,330 -10.4%%
2013 54 364 -7 6%

Declined Investment in
PRC Manufacturing

Re-exports

Value

HES Million

1,893,132
2,114,143
2.326.500
2,578,392
2,733,394
2411347
2,961,507
3.271.592
3,375,516
3,505,322

Annual
change

16.8%

11.7%%
10.0%a
10.8%6
6.0%
-11.8%
22.8%
10.5%
3.2%

31 8%

e Declined Manufacturing
Investment

e Declined trandes &
logistics through HK

Conclusion A



Removed Barriers between
PRC & TW

[ Previously J [Now&Future}

oPRC & TW: No direct trade due eBarriers in between removed

to polical issue o Weekly flights: 370 -> 616
e Transhipment through HK -> o PRC(41) & TW(9) airports
Large proportion of business opened
el ost proportion of transhipment
business
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Opportunity

Three Runway System

|:| Poienilal Land Foreation Fooiprn
ArpRt Fisshansa bor Awiann Soppett Diswalogrren]

Solve the
Saturation
Problem of the
Existing Two
Runways




Opportunity

Inspection

e Good Reputation
e Quality Audit Provider
e Service Provide:
e Pick Up
e [nspection
e Customer Declaration




Opportunity

Huge Increase in Demand of Cargo

The Asia/Pacific freighter fleet will more than triple

592

Retained in
service

AIRBUS




Opportunity
Airbridges Extention

Heilongjiang
Jilin
i Liaoning
BEIJING
Xiajiang Gansu  Inner Mongolia ® Tian jin el
i
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Qinghai
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West E honaging . i ® SNang hai

~huan

acao
Hainan




Opportunity

Airline Alliance

Example:
e Hangzhou
e Date: 2005
eGoal:
e enhance flow of people and goods
e enhance trade cooperation and exchange
edevelop economy
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Conclusion

Opportunities Challenges

Airport expansion China manufacturing decline

Good reputation in inspection | Competition between Nearby
logistics hub

Airport strategic alliances Barriers between PRC and
Taiwan removed
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