International Business Report 2007
Country focus

Grant Thornton %

Hong Kong



Business expectations/turnover Turnover expectations (% balance*)

¢ Businesses in Hong Kong are more 80
optimistic about turnover prospects 70
(+66%) than they were in 2006 60
(+59%). 50
e Their levels of optimism regarding 40
turnover performance are however, 30
marginally lower than the East Asian 20
average (68%). 10
e Interms of profitability, businessesin 0
Hong Kong are more optimistic for 2003** 2004** 2005** 2006 2007
the coming year than businesses 44 58 63 61 70 Global
globally (+59% compared to +52%). - 24 31 58 68 EastAsia

-7 44 53 59 66 Hong Kong

* the balance is the proportion of companies reporting that they are optimistic less those reporting that they are pessimistic
** East Asia and global figures exclude mainland China for these years
Source: Grant Thornton International Business Report 2007

Employment Employment history (% balance*)
e A balance of 44% of Hong Kong 50
businesses expect employment 40
growth to increase in 2007 (9% more 30
than in 2006). 20
e Thisisin line with the East Asian 10
average for expected employment 0
growth which also increased from -10
35% to 44% from 2006 to 2007. -20
e Actual reported employment growth ~ -30
in Hong Kong however, has 2002** 2003 2004 2005 2006  2007***
remained unchanged (41% in 2005 -19 -5 11 41 41 = Act. Hong Kong
and 2006). = -10 16 27 35 a4 Exp. Hong Kong
-17 -6 17 35 44 - Act. EastAsia
- - 5 20 35 44 Exp. East Asia

* the balance is the difference between the proportion of businesses indicating an increase and those indicating a decrease
** 2002 expected data not available

*** 2007 actual data will be documented in IBR 2008

Source: Grant Thornton International Business Report 2007



Constraints

Shortage of orders/reduced demand
(36%) and regulations/red tape
(35%) are the most restricting
constraints on expansion for
businesses in Hong Kong.
Regulations/red tape is even more of
anissue (38% for both) globally, and
across the rest of East Asia.

All these factors are far more of an
issue for businesses in the rest of East
Asia (particularly shortage of
orders/reduced demand) than for

Hong Kong businesses.

Stress levels

This year, the proportion of business
owners in Hong Kong reporting an
increase in stress levels is slightly
lower than 2006.

67% report that they have
experienced arise in stress levels,
11% more than the global average
but still less than the East Asian
average (73%).

In order to gain insight into how
business owners manage stress, we
also asked about how many hours
they work a week. On average,
business owners in Hong Kong work
54 hours per week, slightly higher
than the global average of 53 hours.

Constraints (%*)
Regulations/

red tape

Availability of
skilled workforce
Shortage of orders/
reduced demand
Shortage of
working capital
Cost of finance

Shortage of long
term finance

* % companies rating constraint 4 or 5 on a scale of 1 to 5, when 1 is not a constraint and 5 is a major constraint

Source: Grant Thornton International Business Report 2007

Rise in stress levels (%*)
2007

2006

2005

38
38
35

36
42
31

29
52
36

23
36
29

23
33
23

21
32
31

56
73
67

57
77
69

39
53
54

* % of respondents indicating that stress levels had increased or increased significantly over the past year

Source: Grant Thornton International Business Report 2007
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International trade

The proportion of Hong Kong
companies exporting has decreased in
the last year. 56% of Hong Kong
companies now export, 6% less than
in 2006.

This is significantly higher than both
the East Asian average (30%) and the
global average (34%), both of which
have also fallen slightly since 2006.

Globalisation

Hong Kong businesses are much
more likely to see globalisation as an
opportunity than a threat to their
business, with 71% viewing it as an
opportunity and 23% viewing it as a
threat.

Businesses are less likely to see
globalisation as a threat both in East
Asia (17%) and globally (18%), than
businesses in Hong Kong (23%).
However, businesses in East Asia
and globally are also less likely to see
globalisation as an opportunity
(56% and 55% respectively) than
businesses in Hong Kong (71%).

Impact on cost pressures

Half of all Hong Kong businesses
expect staff costs to have a major
impact on their cost pressures over
the coming year.

All other cost pressures are below the
East Asian and global average except
for property costs (26%).

A considerable proportion of Hong
Kong businesses also expect raw
material costs (40%) to have a major
impact on their costs pressures over

the coming year.
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Source: Grant Thornton International Business Report 2007

Impact of Globalisation (%)

Opportunity

Source: Grant Thornton International Business Report 2007

Major impacts on cost pressures
Raw material

Staff

Energy
Transportation
Property

Source: Grant Thornton International Business Report 2007
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To find out more about the Grant Thornton
International Business Report (IBR) and to
obtain copies of topical supplements,
including focuses on emerging markets,
energy and environmental issues and
European business, please visit
www.internationalbusinessreport.com.
Summaries are also available for each of the
32 participating countries, as well as regional
and global summaries. You can also complete
the questionnaire online and benchmark your
answers against those of businesses around
the world.
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