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Other Papers

No.35 — Hong Kong Tourism Board Annual Report 2010/11
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No.36 — Annual Report 2010 to the Chief Executive by The
Commissioner on Interception of Communications and
Surveillance (together with a statement under section 49(4)
of the Interception of Communications and Surveillance
Ordinance)

Report No. 4/11-12 of the House Committee on Consideration of
Subsidiary Legislation and Other Instruments
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Employment in Financial Services|ndustry

1. DR DAVID LI: President, according to some recent official statistics of
Hong Kong and Singapore, the number of persons employed in the financing and
insurance industry in Hong Kong increased by 29.2% during the period from
2002 to 2010, representing an increase of around 45 000 jobs; and during the
same period, the number of persons employed in the financial services industry
(covering employments in financial institutions and the insurance sector) in
Sngapore increased by 87.9%, representing an increase of around 80 000 jobs.
As financial services is one of the traditional pillar industries in Hong Kong and
as it is a stated government policy to establish Hong Kong as the international
financial centre for China, will the Government inform this Council:

(@ what parameters the Government considers in evaluating its success
in nurturing the financial services industry, and whether the
employment situation in the industry is a key consideration;

(b) whether the Government has monitored Hong Kong's
competitiveness against other regional financial centres; if it has,
whether it has reached any conclusion on the positive/negative
factors and policies which had contributed to the different
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employment growth in the financial services industry of Hong Kong
and Singapore during the period from 2002 to 2010; and

(c) whether it has assessed if there is any evidence of a shift in
employment opportunities in the financial services industry in Hong
Kong from lower value-added positions to higher value-added
positions; if there is such evidence, whether the present education
systemis able to cope with the corresponding increase in the demand
for talents to fill the higher value-added positions in that industry in
the next decade?

SECRETARY FOR FINANCIAL SERVICES AND THE TREASURY:
President, the financial services industry is one of Hong Kong's four pillar
industries. According to the Composite Employment Estimates compiled by the
Census and Statistics Department (C&SD), the financial services industry
employed 208 900 persons in 2010. Its share of overall employment rose from
5.4% in 2002 to 6% in 2010. The number of persons employed in the industry,
and its share of overall employment, were further increased to 224 800 and 6.2%
respectively in the second quarter of 2011.

Hong Kong boasts a large pool of financial talent capable of supporting the
sustainable development of our financial services industry. The following are
some examples:

- there were more than 4 000 Chartered Financial Analysts in Hong
Kong as at end June 2011, making the Hong Kong Society of
Financial Analysts the largest of its kind in Asia and the fourth
largest globally (after New York, Toronto and the United Kingdom);

- there were 4 270 Certified Financial Planners (CFPs) in Hong Kong
as at mid-2011, which translates to a ratio of six CFPs for every
10 000 citizens, the highest ratio in the world; and

- the Hong Kong Institute of Certified Public Accountants has over
32 000 members as at end October 2011, of which some 3 800
members are certified to sign statutory audit reports.
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The performance of various sectors of the financial services industry over
the past years also demonstrates the strengths of the industry:

Initial public offerings (IPOs) on the Hong Kong Stock Exchange in 2009
and 2010 raised $248.2 billion and $449.5 billion respectively, the highest in the
world in both years. Despite the volatility in financial markets during recent

months, IPOs on the Hong Kong Stock Exchange still managed to raise a
respectable $208.9 billion in the first 10 months of 2011.

In the asset management sector, Hong Kong's combined fund management
business hit the $10,000 billion mark in 2010, an increase of 18.6% over 2009.
The average annual growth rate of the combined fund management business
during the past decade has been over 18%. Hong Kong's fund management
business is not only highly internationalized, but also boasts the highest assets
under management in Asia (excluding Oceania), ahead of both Japan and
Singapore.

The burgeoning Renminbi (RMB) business is another bright spot in our
financial services industry. In the first nine months of 2011, Hong Kong banks
handled a total of RMB 1,329.4 billion yuan in RMB trade settlement, accounting
for 86% of Mainland's RMB trade settlement during that period. Meanwhile,
RMB deposits swelled to RMB 622.2 billion yuan as at end September 2011,
almost doubling that of end 2010. Hong Kong is also the largest offshore RMB
bond market. As at end October 2011, there had been 100 issuances of RMB
bonds with total issuance size exceeding RMB 166.3 billion yuan.

The question mentioned that Singapore's financial services industry
enjoyed a faster pace of growth in employment compared to Hong Kong.
However, in terms of contribution to the economic growth of the city, Hong
Kong's financial services industry registered a remarkable increase of 132.6% in
real terms from 2002 to 2010, whereas the corresponding figure for Singapore
was 119.1%. This suggests that the overall growth in financial services in Hong
Kong has been broadly comparable to that of Singapore.

The financial services industry and employment market in Hong Kong are,
generally speaking, highly market-driven. Therefore, increase in employment
depends to a large extent on factors such as the market environment, the human
resource management strategies of individual enterprises, and the growth prospect
of individual sectors in the industry.
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To reinforce Hong Kong's status as an international financial centre, the
Government has been nurturing local financial talent through formal and
continuing education as well as collaborating closely with the industry, tertiary
institutions and professional bodies through various channels on manpower
demands in financial services.

Specifically, there were around 16 000 students enrolled in about 130
University Grants Committee-funded programmes in economics, finance,
business administration and logistics management in the 2010-2011 academic
year at sub-degree, degree and post-graduate level. As for the self-financing
sector, our tertiary institutions provided around 120 programmes in these areas for
more than 20 400 students.

Under the Qualifications Framework (QF) launched in 2008, the Education
Bureau has been assisting industries to set up Industry Training Advisory
Committees (ITACs) for drawing up Specification of Competency Standards,
providing a basis for course providers to design training courses that meet the
needs of the individual industries. The banking industry and the insurance
industry have already set up their respective ITACs under the QF. Meanwhile,
professional bodies in the financial services industry such as the Hong Kong
Securities Institute and Hong Kong Institutes of Bankers have also been
providing a wealth of professional training and qualification programmes in
response to the latest market development to support the training needs of the
industry. These measures will enhance the competitiveness of the local
workforce.

Since its establishment in 2000, the Advisory Committee on Human
Resources Development in the Financial Services Sector (or what we call the
FinMan Committee) has been serving as a platform for representatives from the
industry, academia, professional bodies, regulators and government to exchange
views and explore co-operation opportunities. Over the years, the FinMan
Committee has organized a number of events, including seminars, opinion
surveys and student placement programmes.

The financial services industry is indeed moving up the value chain.
According to the General Household Survey conducted by the C&SD, the share
of managers, administrators and professionals employed in the financial services
industry rose from 28.6% of the total employment in the industry to 36.8%
between 2002 and 2010, higher than the overall figure of 16.1% for all industries.
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Admittedly, workers with higher skills and educational attainment account
for a major part of the labour force in the financial services industry. However, |
would like to emphasize that the financial services industry, as a key strategic
component of our modern service-based economy, remains in need of talent from
a variety of backgrounds and educational levels to fill different positions in the
services supply chain. In fact, one in every four persons engaged in the financial
services industry is a clerical worker. As regards educational attainment, one in
every three persons engaged in the industry possesses upper secondary
qualifications, a figure similar to the overall economy. Therefore, a robust
financial services industry will not only create high-end positions. It will also
drive employment growth throughout the value chain.

DR DAVID LI: President, the banking sector has long been seeking equal
treatment with other financial centres in the region and around the world on
important tax policies, such as group loss relief. Will the Government be
committed to improving Hong Kong's standing as a financial centre by ensuring
that our tax policy is competitive?

SECRETARY FOR FINANCIAL SERVICES AND THE TREASURY:
President, the group loss relief proposal has been raised various times in the
Council. Let me repeat our position. The group loss relief proposal involves a
number of complicated issues, such as how to ascertain whether companies are
members of the same group, and their loss set-off arrangements with each other.
This proposal could also be easily abused for tax avoidance. Therefore, if this
proposal is to be implemented, it must be complemented by very complicated
legislative provisions to define clearly the scope of application, so that we can
avoid tax abuse. This would inevitably complicate our simple tax regime.
Moreover, this proposal would benefit mainly the larger companies, whereas the
small and medium enterprises (SMEs) in general, which do not operate as a
group, would not benefit from the arrangement. But then, SMEs constitute 98%
of Hong Kong's business establishment. So, this is the consideration that we
have. As I recall, I have answered this question repeatedly on many occasions
in this Council. Actually, I have pointed out that in the 2006-07 Budget, the
Government clearly stated that it had no intention to introduce group loss relief.
Besides, we have reiterated our position in our subsequent replies to Members of
this Council.
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Measuresto I mprove Competitiveness of Hong Kong

9. MR ABRAHAM SHEK: President, according to The Global
Competitiveness Report 2011-2012 of the World Economic Forum (the Report),
Hong Kong's position in the overall rankings of the Global Competitiveness Index
among 142 countries’economies remains the same (that is, 11th) as that in
2010-2011. In the Report, it is recommended that Hong Kong should continue
to seek improvements in higher education and innovation in order to maintain its
competitiveness.  In this connection, will the Government inform this Council:

(@ whether the Government will further step up its efforts in increasing
the participation rate in education so as to improve educational
outcomes which can help boost the innovative capacity of Hong
Kong; and

(b) given that according to the Report, Hong Kong's innovative capacity
remains constrained by the limited availability of scientists and
engineers, and Hong Kong ranks 43rd in this regard, what measures
the Government has in place at present to foster talents, particularly
in the areas of science and engineering; whether it will consider
introducing new measures to increase the number of scientists and
engineers available in Hong Kong?

SECRETARY FOR EDUCATION: President, Hong Kong is widely recognized
as one of the most competitive economies in the world. Apart from being
ranked 11th in the Report, Hong Kong shares with the United States the first
place in the World Competitiveness Yearbook 2011 published by the International
Institute for Management Development based in Lausanne, Switzerland in May
this year.

(a)  Education is conducive to not only the enhancement of the quality
and competitiveness of our population, but also the promotion of
social mobility. Post-secondary education plays a particularly
important role in nurturing the right people for Hong Kong to
develop into a knowledge-based and high value-added economy.
The Government attaches importance to the development of
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post-secondary education. At present, our annual recurrent
expenditure on education exceeds $54 billion, which is more than
one fifth of the total recurrent expenditure of the Government, and
about a quarter of the recurrent education expenditure is allocated to
post-secondary education.

We will continue to adopt a two-pronged strategy of promoting the
parallel development of the publicly-funded sector and the
self-financing sector. Our objective is to provide young people
with quality, diversified and flexible study pathways with multiple
entry and exit points, so that they can equip and continue to upgrade
themselves and contribute to society.

To meet the future development needs of Hong Kong, we will invest
heavily in the publicly-funded sector. Starting from the 2012-2013
academic year, the number of first-year-first-degree places funded by
the University Grants Committee (UGC) will be increased to 15 000,
while the number of senior year undergraduate intake places will be
doubled by phases to 4 000. Taking into account the increase in
undergraduates after the implementation of the New Academic
Structure, we expect that the number of undergraduates in
publicly-funded institutions will surge by about 40% by 2016. By
the 2014-2015 academic year, the annual recurrent grants for
UGC-funded institutions will increase by $3 billion to about
$14 billion.

The Government encourages the development of the self-financing
post-secondary sector through a series of support measures,
including granting land at nominal premium and providing start-up
loans, quality enhancement grants and accreditation grants. We
have also expanded the student financial assistance schemes so that
students pursuing locally accredited self-financing post-secondary
programmes are eligible for means-tested grants and loans, as well as
non-means-tested loans, on largely the same basis as students of
publicly-funded programmes.

We estimate that by 2015, over one third of the relevant age cohort
will have the opportunity to pursue degree-level education.
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(b)

Including sub-degree places, over two thirds of our young people in
the relevant age group will have access to post-secondary education.

The Government has spared no efforts in nurturing local technology
and engineering talent. In the 2010-2011 academic year, around
27000 students were enrolled in UGC-funded programmes in
science, engineering and technology disciplines, representing about
36% of the total enrolment. In the 2009-2010 to 2011-2012
triennium, the Government also provided 800 additional research
postgraduate places. This demonstrates our strong commitment to
nurturing talent for innovation activities.

To encourage more university graduates to pursue a career in the
science and technology field, the Government launched the
Innovation and Technology Scholarship Award Scheme earlier this
year. The scheme gives recognition to high-achieving science
undergraduates from local universities.  Under this scheme,
undergraduates will be awarded scholarships to participate in
overseas attachment, internship and mentorship programmes. We
hope to nurture more future leaders in scientific research through this
scheme.

Equally important is to attract research talent from outside Hong
Kong. In 2009, the Research Grants Council launched the Hong
Kong PhD Fellowship Scheme to attract the best and brightest
students from around the world to pursue PhD studies in Hong Kong.
A total of 4024 applications from 103 countries/regions were
received for the 2011-2012 academic year, and 118 elite candidates
from 17 countries/regions were eventually offered PhD fellowships
in Hong Kong.

At the primary and secondary levels, we have been actively pursuing
curriculum reform and seek to promote scientific thinking,
investigative skills and problem solving abilities through the
curriculum. We seek to nurture students with a proactive attitude
and positive values, and encourage them to participate in local and
international science and technology competitions, so as to promote
students' interest in science and technology and broaden their
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horizons.  We also provide advanced training for outstanding
students in science or technology so as to maximize their potential.

The Government is committed to arousing interest in innovation and
technology in the community, particularly among young people, and
deepening their understanding in this area. Apart from the annual
flagship event — InnoTech Month, the Government also supports
various science competitions and promotes a vibrant innovation and
technology culture in the community through our public education
programme.

We note that the indicator of availability of scientists and engineers
in the Report is based on an executive opinion survey conducted by
the World Economic Forum rather than hard data. Hong Kong's
score in this indicator is comparable to some developed economies
(such as Germany, Italy and Australia).
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DR DAVID LI: Deputy President, the Honourable Member is suggesting that we
make substantive changes to the definition of "professional investor" in the
Securities and Futures (Professional Investor) (Amendment) Rules 2011 (the
Amendment Rules).

I will not mince words. These proposals are most harmful. For what?
It is difficult to see what benefits the general investing public will gain from these
proposed changes.

We must remember the context. We are referring to professional investors,
namely, those with over HK$8 million investible assets or HK$40 million overall
assets. These individuals may or may not be residents in Hong Kong.

In fact, local banks are increasingly directing their efforts at attracting an
international clientele. These international customers see Hong Kong as the
leading investment platform for the Greater China. We need this overseas
business if Hong Kong is to grow and prosper as an international financial centre.

What would London and New York be like without an international
clientele? These investors are high net worth individuals who are free to take
their business anywhere they wish. They will certainly not choose Hong Kong,
if they have to wait for two years to be considered professional investors.

The Amendment Rules as they stand have been subject to extensive
consultation and comment. They have been reviewed by the Subcommittee on
Securities and Futures (Professional Investor) (Amendment) Rules 2011 and
found to be satisfactory. It would be extreme folly to overturn all this fine work.

The agreed Amendment Rules emphasize the good judgment of
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well-trained licensed managers. These managers exercise their professional
opinions, backed up by strong evidence, before they classify an individual as a
professional investor. This is Hong Kong's advantage.

Our managers are highly qualified. We offer a service that few can match.
The proposed Amendment Rules will downgrade this hard-won professional
reputation and reduce the evaluation to a numerical score card. It will push

professional investors to other international financial centres, leaving Hong Kong
far behind.

As I said at the outset, these proposals are harmful. I ask Members to join
me to vote against this resolution.

Thank you, Deputy President.
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Meeting suspended.
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Council then resumed.
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THE PRESIDENT announced that among the Members returned by functional
constituencies, 24 were present, two were in favour of the motion, 18 against it
and four abstained; while among the Members returned by geographical
constituencies through direct elections, 24 were present, 12 were in favour of the
motion, eight against it and three abstained. Since the question was not agreed
by a majority of each of the two groups of Members present, he therefore
declared that the motion was negatived.
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Mr WONG Sing-chi rose to claim a division.

TRCE R B EORGEE R - RIREG S 8 -

\

i

R

ER  BHAAERBERR -

ERE FSMURELHFRERR - MR RAEHE - HEFELERR
BRG] -



e — 2011%F11H 30H
190 LEGISLATIVE COUNCIL — 30 November 2011

Ty ke E 2

Functional Constituencies:

ZHREFERE  ZEHEBZEE  HXKERE
EWMZERE  HERRENEEZRES

(] 2% 3k B RCH -

ROOEEE > FIEERE - SHIEE > BMEEEE  REHRERE K
EEFEEEME -

TR

Geographical Constituencies:

MEEFRE  THERE =HERERE  REHEERE  HEXZRER
HFIRZEEERK

MERLCHEE  FHEAFEE  REHKE  REMEKE  REEEE
BILERE  ZZHFERE  HEESERE  BRERE  REWMEE
FOKERE  REVERE  GERERE  HIEEE ﬁ;a LE=
ZEHEE MrPEE RESEE  HNREHEA ZWHE A
ERE

LGB R A RR

o

FREEMSEHIIEEEEERELNEE > FISAHKE  SABK - 1A
RO 6 NFERE ;s MiCH B ERERELNFEE > B2TAHE » 64
B - 20 NFERE o N E R E S WAL 0 75 K R B 0 B DU S BUE
A R EATE E RS R -

THE PRESIDENT announced that among the Members returned by functional
constituencies, 15 were present, eight were in favour of the amendment, one
against it and six abstained; while among the Members returned by geographical
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constituencies through direct elections, 27 were present, six were in favour of the
amendment and 20 abstained. Since the question was not agreed by a majority
of each of the two groups of Members present, he therefore declared that the
amendment was negatived.
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ESTABLISHING AN INDEPENDENT STATUTORY OFFICE OF THE
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TREH®
NEXT MEETING

R RREEMKREG - AGE0IIF12HTH B = B 11K L&
.

L L 104F38 0 (R o
Adjourned accordingly at twenty-two minutes to Eleven o'clock.
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Appendix |
WRITTEN ANSWER

Written answer by the Secretary for Financial Services and the Treasury to
Ms Emily LAU's supplementary question to Question 1

As regards how the development in the financial services sector had resulted in
employment growth in other sectors, the robust financial services sector has
indeed created a sizeable amount of business to other sectors in the Hong Kong
economy. According to data from the Census and Statistics Department, the
financial (including insurance) sector in 2010 incurred total expenses of
$44.2 billion on such services including:

(a) advertisement, business promotion, accounting, audit, legal and other
business services ($14.6 billion);

(b) transportation, travel, postage, newspaper and magazines, and
communications ($12.0 billion); and

(c) property which includes rent, rates and government rent
($17.6 billion).

At the same time, the financial services sector generated a wide spectrum of
employment opportunities, ranging from managerial , clerical to semi-skilled
positions in such other sectors as business services, personal services,
communications, and so on. As mentioned in our Financial Secretary's Budget
speech this year, the creation of every 100 jobs in financial services will in turn
bring about some 60 jobs in related industries. This is broadly similar to other
so-called "pillar industries".

For employment in the financial services sector, the number of employed persons
increased substantially over the past five years by about 40 000, at an average
annual growth of 4%, far higher than that of 1.2% for all sectors. Among the
40 000 employment created, about 30% were managerial and professional level
positions, which saw an average annual growth of 3.5% over the same period.
The remaining 70% (that is, 28 000) jobs created were non-managerial and
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WRITTEN ANSWER — Continued

non-professional level positions. The average annual growth rate was about
4.3%. The financial services sector not only provides a large number of
high-paying and professional jobs, but also offers employment opportunities for
many other supporting staff.

The financial industry plays a strategic role in Hong Kong's economic future by
raising the competitiveness of our economy. It is a big contributor to the
economic integration between Hong Kong and the Mainland, which will in turn
provide opportunities for everyone in Hong Kong. The financial services sector,
through close partnership with other sectors in the economy, is a vital component
in the overall development of our city.



