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The Hong Kong Japanese Chamber of Commerce & Industry (HKICCI)

‘2023 Hong Kong, China, and Asia Business Environment Reportl

1. Objectives of Survey:

The aim of the annual business environment survey is to collect the perspectives from HKJCCI
members about their current and future business climate in Hong Kong, Mainland China, and
Asia.

We provide survey results to our members as well as The Hong Kong SAR Government for the
improvement of the business circumstances in Hong Kong, Mainland China, and Asia, if required.

2. Main Matters for Survey:

(1) Profile of Replied Members

(2) Assessment of the business environment in Hong Kong and China
(3) Status and positioning of the Hong Kong office

(4) Business development in China and Asia

3. Survey Schedule:

Data Collection: September 2023
Issue: October 2023

4. Response Rate:
The survey questionnaires were delivered to 471 Main Members and the response rate is 52.22%

(Number of responded companies =246).
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|Survey Summaryl

1. Corporate Profile (p.45)
The largest industry respondents is “Trade/Import-Export/Distribution” 26%, followed by “Finance,

Insurance etc” 15%, and “Transport/Warehouse” 11%.

For the Future business expansion plan (p. *), In Hong Kong, 9% “Expanding” (11% in 2022). In China
“Expanding” rate decreased to 20%, compared with 28% in 2022. For “Asia (Except China)”, “Expanding”
increased from 2022, 41% to 43%.

2. Present and Future Business Environment in Hong Kong  (p.52)

We define “Business Environment” clearly as soft-infrastructure for doing business (not as business
fluctuation).

57% of respondents said “Very Good” and “Good” in all. It increased slightly compared with the
figures of 2022 (55%).

3. Importance and necessity of Hong Kong’s office

(Trend in Staff Level (All staff) p. 56, Importance and necessity of Hong Kong’s office p.59)
93% (93% in 2022) of respondents indicated that Hong Kong office should be maintained for long.
“Keep long, very important” increased to 43% (40% in 2022).

4, Business relation with Mainland China (p.60)
73% (74% in 2022) of respondents reported they have business operation in Mainland China.

5. Business relation with Asia Region (p.66)
66% (62% in 2022) of respondents indicate they have business relationships with Asia Region.

6. Business Challenges (p.72-p.74)
“Severe competition” is highlighted as the most serious challenge this year. The second issue is “Increase

of the wages”. For the area that needs to improve in the next 3 years, “Improve profitability” became the

first again, since 2021.
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1.Profile of Replied Members

1-1_Profile (The industi

White: Non—Manufacturing sector

Hatching: manufacturing sector

Mfr (Electric/Electronics)
13%

Mfr (Others)
6%

Mfr (Chemical)

4%

Food
3%

Mfr (M/C, Automobile, Metal)
3%

Mfr (Textiles/Sundries)
1%

Information Communication Technology

3%
Retail
3%
Construction/Property
4%

is classified based on the members’ Japanese head office

Trade/Import—Export/Distribution

1%

26%

15%

Transport/Warehouse

Others in Service Sector(Travel/Hotel, Lawyer/Accountant/Other service and so on)

8%

Type of Industry

Number of total

Percentage of total

Finance, Insurance etc
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e1i]
§ Trade/Import—Export/Distribution 63 26%
.E Finance, Insurance etc 38 15%
8 3 Transport/Warehouse 26 11%
E 'g Others in Service Sector(Travel/Hotel, Lawyer/Accountant/Other service and 20 8%
‘2“ %) Construction/Property 9 4%
IC Retail 8 3%
o Information Communication Technology 8 3%| Last year
=z Non-Manufacturing sector total 172 70% 73%
Type of Industry Number of total Percentage of total
éﬂ Mfr (Electric/Electronics) 33 13%
g |Mfr (Others) 15 6%
B 2 |Mfr (Chemical) 9 4%
€ 8 |Food 7 3%
g Mfr (M/C, Automobile, Metal) 7 3%
= Mfr (Textiles/Sundries) 3 1%| Last year
Manufacturing sector total 74 30% 27%
| Grand Total 246 | 100%]




1.Profile of Replied Members

1-2 (A) Major Function of Hong Kong Office

() Figure in last year

PR Maintenance
1% (0%)

CPA, Accounting, Audit
1% (1%)

Manufacturing
2% (2%)

IT system

2% (3%)

Administration and Information collection
2% (2%)

Supply chain

4% (2%)

Others

10% (8%) Trade, Wholesale & Retail

51% (58%)

Logistics
11% (10%)

Finance (Bank, Securities, Insurance, etc.)

12% (12%)

1-2 (B) Other Function of Hong Kong Office

PR
2% (3%)

Maintenance
3% (3%)

Manufacturing

R&D

Legal Service 1% (1%)

3% (2%)
Supply chain
Others 15% (13%)
5% (5%)
IT system
6% (7%)
Administration and Information collection

14% (16%)

Finance (Bank, Securities, Insurance, etc.)
7% (5%)

CPA, Accounting, Audit
8% (8%)

Trade, Wholesale & Retail
12% (16%)

Logistics
11% (10%)
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1.Profile of Replied Members

1-4 Business status

100%

80%

60%

40%

20%

0%

2015

2016

2017 2018

1-5 Number of operation years in Hong Kong

10 ~ 19 years
10% (11%)

20 ~ 29 years
22% (21%)

2019 2020 2021

Year

Less than 5 years

5 ~ 9 years 4% (3%)
4% (7%)
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2022

BJ/V, Foreign Companies

Olncorporations established by

Japanese residnets in HK

HRepresentative Office

BBranch

DIncorporations owned by
Japanese Head Office

() Figure in last year

More than 30 years
60% (58%)



1.Profile of Replied Members

1-6 Number of staff employed () Figure in last year

over 101 persons 1 ~ 5 persons
18% (20%) 18% (18%)

51 ~ 100 persons

10% (7%)
5 e T T) 6 ~ 10 persons
\—1 inng 19% (15%)
\ 4
\
‘\

31 ~ 50 persons
9% (10%)

11 ~ 30 persons

26% (30%)
1-7 Number of Japanese staff employed
1 ~4;()(;z)rsons over 21 persons
3% (3%)
6 ~ 10 persons A
%% A
p4mi
&
\<___
NS 1 person
3 ~ 5 persons 45% (43%)
22% (23%)
2 persons
18% (20%)
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1.Profile of Replied Members

1-8 Regions in China where HK’s office has responsbility — current () Figure in last year

Outside Asia
Part of Asia 2% (2%)
11% (10%)

All Asia (Except China)

5% (5%)
Hong Kong
0/
Part of China 53% (52%)
21% (23%)
All China
9% (8%)
Breakdown of “Part of China” (' )no. of responses & figure in last year
Middle & West China North China
(Chongging, Chengdu, Wuhan, etc.) (Beijing, Qingdao, Tianjin, Heilongjiang, Jilin, Inner Mongolia, etc.)
4% (4, 5%) 3% (3, 5%)

East China
(Shanghai, Nanjing, Wuxi, Suzhou,

Hangzhou, Hefei, etc.) Breakdown of “South China” (no. of responses 76):

7% (7, 11%) South China (except Guangdong Pilot Free Zone)

- Guangdong Pilot Free Zone (Guangzhou City / Nansha) (4 responses)

- Guangdong Pilot Free Zone (Shenzhen City / Qianhai) (10 responses)

- Guangdong Pilot Free Zone (Zhuhai City / Henggin) (15 responses)

Others
13% (13, 7%)
South China
(Macau, Shenzhen, Guangzhou, Dongguan, Foshan, etc.)
74% (76, 72%)
Breakdown of “Part of Asia” (' )no. of responses in last year

25 17 (20) Ufs\leo:t;l:lanufacturing
15 (17)
20
10 (11)
15 5(8) OManufacturing sector
8 (11)
10
2(4) 3(3) 2(3)
* s O 2@ g
@ 5O o] 6@ L 12
0 2(1) 3(2) 2(3) 22 2(1) 1) O(I)MO(I)L
BN Z. < o) 7 o <z > 2z < A PN
LY T . V. . L S
> > /O‘Q\“ & oo/; 0‘% % $%m6 3& %
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() no. of responses

1-9 Expansion plan for future
and last year percentage

Expanding
9% (21, 11%)

Reducing

13% (17, 11%) Expanding

20% (26, 28%)

Reducing
9% (23, 10%)

Remain unchanged / Remain unchanged
82% (200, 79%) 66% (85, 61%)

Except HK*China*Asia (Middle East*Africa, etc)

Asia (Except China)
Reducing
4% (5, 5%) Reducing
9% (6, 9%) Expanding

17% (12, 23%)

Expanding
43% (49, 41%)

Remain unchanged — Remain unchanged
52% (59, 54%) 74% (51, 68%)
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2.Hong Kong's Business Environment

2-1 Assessment

< Non—Manufacturing sector >

4% (2%)

19% (51%)

Not Good
43% (45%)

< All sector >

Very Good
5% (3%)

Good
52% (52%)

29% (31%)

(' )Figure in last year

< Manufacturing sector >

8% (5%)

63% (64%)

BVery Good

BGood

ONot Good

100% ¢ ” 1 Bod B4 _Fe] F6f P4 F3F RSF F3Ffs53
/- 1
|
80% |- % Q
52| |4 52 |52
60% |- 70 67
73 74
73
74 o
75 o k\&
40% | \
20% | = R &\& ag| |48 45| |43
& 26 28
» 14 18 21 20
o% ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 [ 2023

Year
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2.Hong Kong's Business Environment

| Future (Next 3 years) |

100% ¢

63 F4g—F23—Foq £43 43
S 1 Rl R

& \51\ % %g} 55 56 BVery Good
60% 67 3 o ]

% & & % & % B Good
= § & ONot Good
20% |- 45 % 41 40 o

27 30
0%

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Year

Comparison between current and future (next 3 years)

100%

5 4
80% \ \ @Very Good
52 56
60% - \ BGood
40% ONot Good
20% 43 40

0%

Current Next 3 Years
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2.Hong Kong's Business Environment

2-1 Assessment by Industry

r b Aar0qpr0qprO0qprpO0g 0 100%
22 -4 4
/ 31 41 H 80%
7%
38 s 63 56 BVery Good
—1 1| 64 66
kb 60%
44 || 57 86
| 100 OGood
50 N
— H 40%
1 65 | 1 —o 59 ONot Good
50
— 40 w s || * L 20%
33 29 32 S
21
14
. . . . . . . . 1. . . . 0%
C 0 7 My My 4 My 7
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oo s W S
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e 54|51 ]] 50
58
60% | T 7 BGood
44 1
100 —
40% | 57 ONot Good
46 [ |49 ||50]]53]]°®
20% H 39 |
33 (| ,9]]33]] %8
14 20
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2.Hong Kong's Business Environment

2-2 Forecast of this year comparing to last year (' )Figure in last year

< All sector >

Better (more than 105% result)
21% (20%)

Unchanged (between 95% and 105% result)

41% (47%)
Worse (Less than 95% result)
38% (33%)
<Non—Manufacturing sector> < Manufacturing sector>
Better Better
(more than 105% result (more than 105% result)
23% (22%)) 18% (15%)
Unchanged Unchanged
(between 95% and 105% result) (between 95% and 105% result)
41% (43%) 40% (57%)
Worse Worse
(Less than 95% result) (Less than 95% result)
36% (35%) 42% (28%)
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3-1 Increase or decrease of staff

| Result in last year (All Staff) |

Allsector i 11 55
Non-Manufacturing sector I 10 57
11 e 38

I
[, 33 T
e 38 A
Others in Service Sector(Travel/Hotel, Lawyer/Accountant/Other service and so on) e | W

Mfr (M/C, Automobile, Metal) S 29 T
o I
Construction/Property _fII 22

= 13 7 | & Decreased

Manufacturing sector

Mfr (Others)

M Increased

[ No change

Finance, Insurance etc
Trade/Import-Export/Distribution A T
Mfr (Electric/Electronics) 36 FEEEEET
Transport/Warehouse 39

Retail ) I 43

Mfr (Chemical) ) I 44

Mfr (Textiles/Sundries) * 67
' T

0% 20% 40% 60% 80% 100%

56 %
TR, 33 THEEET

Forecast for the next 3 years (All Staff)

All sector
Non-Manufacturing sector

Manufacturing sector

Food 3300
Mfr (Others) s 27 Z?Z.EI
Others in Service Sector(Travel/Hotel, Lawyer/Accountant/Other service and so on) 5
Mfr (M/C, Automobile, Metal) 0
M Increased
[ ication Te = 14 =
Construction/Property £11 3 [ No change
Finance, Insurance etc = £ Decreased
Trade/Import-Export/Distribution [ 25 FE
Mfr (Electric/Electronics) 42 TEEE
Transport/Warehouse
Retail 13 3
Mfr (Chemical) 25 =
Mifr (Texties/sundries) () [ 33 [l =67 :
T T T T

0% 20% 40% 60% 80% 100%
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3. Evaluation of necessity of HK's office

3-1 Increase or decrease of staff

Result in last year (Japanese expatriate) |

All Sector
Non-Manufacturing sector

Manufacturing sector

Food
Mfr (Others)

Others in Service Sector(Travel/Hotel, Lawyer/Accountant/Other service and so on)

Mfr (M/C, Automobile, Metal) Q

Communicat -

Construction/Property O

Finance, Insurance etc ] 5
Trade/Import-Export/Distribution 2
Mfr (Electric/Electronics) } 6
Transport/Warehouse 4

Retail h 13

Mfr (Chemical) Q

0| MIncreased
[ No change

7 | EIDecreased

Mfr (Textiles/Sundries)

0%

Forecast for the next 3 years (Japanese |

All Sector | §
Non-Manufacturing sector 6

Manufacturing sector 3

Mfr (Others)

Others in Service Sector(Travel/Hotel, Lawyer/Accountant/Other service and so on) _ 29
Mfr (M/C, Automobile, Metal)
Information Communication Technology
Construction/Property

Finance, Insurance etc ] 6
Trade/Import-Export/Distribution 4

Mfr (Electric/Electronics) E)
Transport/Warehouse E)

Retail h 13

Mfr (Chemical) ()

Mfr (Textiles/Sundries) O

20%

40% 60% 80% 100%

M Increased
I No change

[ Decreased

0%

20%
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3. Evaluation of necessity of HK’s office

3-1 Transfer areas of the Japanese expatriate from HK in the last year (' )Figure in last year

< All sector >

Others
China 5% (7%)
8% (9%)

Asia
26% (10%)

Japan
61% (74%)

< Non—-Manufacturing sector > < Manufacturing sector >

Others Others
China 4% (8%) 9% (5%)
7% (6%) China
9% (14%)
Asia
26% (6%) Japan Japan
63% (80%) Asia 55% (63%)
27% (18%)
3-1 Transfer areas of the Japanese expatriate from HK in future

< All sector >
Others

8% (8%)

China
14% (15%)
Japan
Asia 65% (60%)
14% (17%)
< Non-Manufacturing sector > < Manufacturing sector >
Others China Others
7% (10%) 0% (11%)  10% (6%)
China Asia
17% (17%) 10% (22%)
Japan Japan
Asia 61% (58%) 80% (61%)

15% (15%)

58




3. Evaluation of necessity of HK’s office

t year

in las

(' )Figure

3-2 The assessement of the importance & necessity of HK's office

tor >
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Possibly close
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43% (40%)
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6% (5%)
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< Manufacturing sector>

< Non—Manufacturing sector >

7% (5%) 0% (4%)

41% (39%)

53% (52%)

-
2
<
0
-
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D
<

in future

OPossibly close

ONo Keep long but reduce
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4. Business relation with Mainland China

4—3 Transcations (operatons) of the Hong Kong office in three years () Figure in last year

< All sector >

HK up
7% (6%)

China up
21% (27%)

Keep
72% (67%)

< Non-Manufacturing sector >

HK up
5% (7%)

China up
22% (33%)

61

< Manufacturing sector >
HK up
11% (4%) China up
19% (14%)

Keep
69% (82%)



4. Business relation with Mainland China

4—4 Do you have business base in China () Figure in last year

HMultiple answers allowed
< All sector >

Yes
No 37% (39%)
63% (61%)
< Non—Manufacturing sector > < Manufacturing sector >
Yes
31% (36%)
No No Yes
69% (64%) 52% (57%) | 48% (43%)
< By Industry >
%
100
80
ONo
60
100 | | ®Yes

40
20

0 L 0 —1

M e g, M (O, 000 Todey gy, Moy Othe . Retay  Miqy Mo, Fiany, Cong

il e e, TS MPort. Ware/, Micapy " Seryi, C Augy, on Con, Yl"s“’an Hon
s) tho,,,-cs) Koy ist,.,-bouse e ecto, y "iob/'/ey Mey, Z’Unicétion Cot,  Pery
ut Qe e hn,
°te/’ 0/,
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4. Business relation with Mainland China

4—5 Location of business base in South China

Responses

90

80

70

60

50

40

30

20

10

55

24

33

13

13

10

5

() Figure in last year

Business base in South China

5
s

0
3

3
1
M_E3LLOﬁ‘

ONon—Manufacturing sector

@ Manufacturing sector

21

4 0 15

S G, 1) Z Z (0] My, Fe S Gy 0,
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4. Business relation with Mainland China

4—6 Plans to invest in China in coming 3 vears () Figure in last year
< All sector >
Yes
8% (6%)

Undecided
22% (25%)

No
70% (69%)
< Non—-Manufacturing sector > < Manufacturing sector >
Yes
5% (9%) Yes
Undecided __ Undecided 15% (1%)
22% (24%) 23% (26%)

No No
73% (67%) 63% (73%)
Where to invest in China
12 [ Responses Location of business base in China
10
4 .
8 ONon—Manufacturing sector
6 .
OManufacturing sector

o 7
5 L 0

1 0 0
0 ! | 9 J z 1

South ¢y Ching h ch Middle g Others
(Mac'a hang . (Be!]ln . t Chln
U, She al, Na Qin ) 2 (Chopg.. -
Nzhep, va Niing, Wy s 8dao, Tian_/ln N&qing Ch
ngzh ne, “zhoy, angzh Heilor, ang onedy, Wuhap,
&uan, Fos, N, etc) “10U, Hefe; etc,) Vil I, ete.)
C.

Guangdong Pilot Free Trade Zone (breakdown of 4 responses)
1 Response(s) Guangzhou City / Nansha
2 Response(s) Shenzhen City / Qianhai
1 Response(s) Zhuhai City / Henggin
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4. Business relation with Mainland China

4—7 Location of business base in China

Responses Your head office for China business (present location)

90 r

80

ONon—Manufacturing sector

70 r

60 r B Manufacturing sector

50

40

30

20

10

3
Japan Shanghai Hong Kong Beijing Shenzhen Others Guangzhou Joint Control

Responses Your head office for China business (ideal location)

80

70
ONon—Manufacturing sector

60

B Manufacturing sector

50 45

40

30

' e L] em

Japan Shanghai Hong Kong Beijing Shenzhen Others Guangzhou Joint Control
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5. Business relation with Asia Region

5-1 Business relation with outside Asia (except China) (' )Figure in last year
< All sector >

No Yes, we have

56% (55%) 40% (43%)
Not now, but Yes future
4% (2%)
< Non—Manufacturing sector > < Manufacturing sector >
38% (41%) 53% (52%)
58% (58%) 45% (46%)
4% (1%)
5-2 The Share of ASEAN & other Asia Region in vour office
< All sector >
Almost all

4% (7%)

More than half
11% (14%)

Small
34% (44%)

Less than half
51% (35%)

< Non—Manufacturing sector > < Manufacturing sector >

4% (8%) 5% (6%)
8% (12%)

28% (35%) 16% (22%)

51% (37%)

37% (46%)

51% (34%)
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5. Business relation with Asia Region

5-4 Do you have business base in ASEAN & other Asia ? (except China)

(' )Figure in last year

< All sector >
Yes, we have
19% (17%)
No
81% (83%)
< Non—Manufacturing sector > < Manufacturing sector >
Yes, we have Yes, we have
19% (18%) 18% (15%)
No No
81% (82%) 82% (85%)
% < By Industry >
100
80 50
ONo
BYes, we
have
Tr, i Reta Inf, O Mg Mg Mg Mg Fe Mg
ade,, Nance 1'7su,-a,, *0o truct"onj/iil/ ormat"’n Cohers n e"v:c(E/ect’ic r/e(M/Q o) (Che'"/ca/)r (Te’\'tf/es/()s?: ’ (Other )
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5. Business relation with Asia Region

5-5 Location of business base in ASEAN & other Asia (except China)

Responses

50

45
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23
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ONon—Manufacturing sector

OManufacturing sector
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5. Business relation with Asia Region

5—6 Plans to invest in ASEAN & other Asia in coming 3 years

Undecided
22% (16%)

< Non—Manufacturing sector >
Yes
6% (7%)

Undecided
23% (16%)

Where to invest in ASEAN and other Asia

No
% (77%)

Responses
10 ~
9 -

8 1

0 0 0 T 0 T

(' )Figure in last year

< All sector >

Yes
9% (9%)

No
69% (75%)
< Manufacturing sector >
. Yes
Undecided 14% (12%)
19% (18%) :

No
67% (70%)

ONon—Manufacturing sector

B Manufacturing sector
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6. Business Challenges

6—1 Currently facing subjects

Currently facing subjects

Severe Competition

Increase of the wages

Securing high quality labour

Increase of the office rent

Compliance for low & rules

Understanding market

Securing suitable management capability

Supply chain of managing inventory &/or customer service
Advance reinforcement to outside of HK

Distribution channel

Threat of IT security/insufficient protection of intellectual property rights
Management of the funds

Others

Optimization of tax scheme 5 F'3
Management of business result2 T2 6
Joint Venture with the Chinese Company (incl. the evacuation) 4 T3

ActiontoM&A 6 J 1

; ; 92 ‘ 1% : 36 ‘ 2|
: : | 80 : 37 1 wn]
: 80 33 X
| — :bs 93
——»—EBI
| —0 T
19 :# 133
C16E }1 i
7: 1615 O Non-Manufacturing sector
[11E8]
7[ 10E7
1 @ Manufacturing sector
11 E3
[8E3
J
3
1
(3 20 40 60 2;0 160 12‘0
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(unit :no. of responses)
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6. Business Challenges

() Figure in last year

Advance reinforcement to ouside HK

Part of Asia

31% (23%) South China

(Macau, Shenzhen, Guangzhou, Dongguan, Foshan, etc.)
38% (50%)

All Asia
(Except China)
19% (18%)

East China
(Shanghai, Nanjing, Wuxi, Suzhou, Hangzhou, Hefei, etc.)
Middle & West China 8% (3%)
(Chongging, Chengdu, Wuhan, etc.) North China
0% (3%) (Beijing, Qingdao, Tianjin, Heilongjiang, Jilin, Inner Mongolia, etc.)
4% (3%)
Breakdown of “Part of Asia”
Ind . Others
?0;26;/:; 0% (17%) Taiwan
India 10% (8%)
10% (8%)
Philippines
10% (0%)
Bangladesh
0% (8%)
Cambodia
10% (0%)
Vietnam

50% (59%)
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6. Business Challenges

6-2 Area that needs to improve in the next 3 years

103 f 20

W

N

;22E
;18:§—5
;15:§—4
o
10 e

9 :@-5
6;@7
4;@—5
5;0

X The above is no.

ONon—Manufacturing sector

BManufacturing sector

of repsonses

Improve profitability

Strengthening of human resources (recruitment, nurturing response to local
human resources)

Sales channel management

IT system (Including strengthening of safety measures such as business IT and
firewall)

Localization (local management)

Utilization of digital technology - Strategic investment

Encouraging employee satisfaction

Strengthen financial structure

Strengthening technological capabilities and R&D capabilities

Risk management*Formulate a business investment plan (BCP)

Other

Utilization of shared—offices (co-working space, leasing office, etc)
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