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1.1 The present Port Cargo Forecasts review is the
fourth review after the Port and Airport
Development Strategy (PADS study). The basic
objective of the study is to review and'update the
port cargo forecasts prepared in 1995 in order to
support the Government’s policy “to match supply
of port facilities with demand for their use”.

1.2 The Port Cargo Forecasts is the main building
block of the Port Development Strategy Review
(PDSR). It supports the overall port planning
process in Hong Kong by providing input into the
PDSR. Coupled with an updated productivity
levels in cargo handling, the updated port cargo
forecasts will be translated into port facility
requirements, The revised PDSR will then be
converted into a revised Port Development Plan
and Programme and in turn will be incorporated
into the Territorial Development Strategy Review.

2. Historical Port Traffic Pattern

2.1 The volume of Hong Kong's total port traffic i.e.
ocean and river traffic, recorded an average annual
growth of 11% during 1986-1996. Ocean traffic
grew at 10% per annum whilst river traffic grew at
14% per annum during the period. In 1996 some
157 million tonnes of cargo were handled in the
port of Hong Kong, comprising 101 million tonnes
of inward cargo and 56 million tonnes of outward
cargo. About 80% (126 million tonnes) of the port
traffic was handled by ocean-going vessels. The
rest was handled by river vessels plying between
Hong Kong and Pearl River ports, including
Macau (Figure 1).

' bl

ENNRORARANMN RaRp
ERWBGRES (REAR) MITLL R
MEDHNNRE - FANEREY
ARUPEREMABIT-AAEIL R
RAROKAEAN  UXBBAHY
R—"CRUBKOIUNARRIAE

%ll.

RORAFAMRRAOBGRASHNY

EREA-UARMABOBRAGH
HRERA UL FREUNRON
HIfr-FBTORORAEAN 2
ABgNNKORBELEAKRT  TH
NWBERZRDOREARER - BOBRAY
RUHEBTR ERAHALBTRDEG
RIE TRHSRMEHFANL2BER
REwiEn -

BRNBOEHER

E-ANAREE-AARENMM K3
HEOLARE  FARRARAASR
X -BEPHAR 1IN EHENM
EARAEEHE 105 ALY
KEMAEE 4% —AARE X%
ROXREHLSTROAMKY L+ 4
EhOEH 1.0l Y $OKY
S600 AN - RN AIN K
HEROAREL0% (1. 26 AM) -
ARRYMNEERFRRRKIRED (4
BAMN) HAAKERE (B—)

B—- Zoaawi
Figure 1 Total Port Traffic

200

Milion Tonnes
T

1986 1987 1988 1989 1990

1901 1992 1993 1994 1995 1998

[ WOcesn QN

QRiver pyay 3yl J

Q)

&) Ko

L2 L IRE 1N



Hong Kong Port Cargo Forecasts 1997128

FALORELHA 1997598

22

34

Growth of Hong Kong's container traffic was
much faster than the overall port traffic in the past
10 years. During 1986-1996, container throughput
registered an average annual growth of 17%. In
1996, some 13.5 million TEUs of containers were
handled in Hong Kong. ~About 64% of the
containers was handled in the container terminals,
23% in the stream and the remaining 13% was
handled by river trade vessels (Figure 2).
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overall port traffic in general and container traffic in
particular with the actual performance in 1996 are
summarised in Figures 3 and 4. The actual growth
of both ocean and river traffic in 1996 was lower
than the forecasts in 1995.

3.2 The discrepancies between the forecast and actual

throughput were mainly due to the slowdown in
economic growth in Mainland China in general and
in Guangdong in particular in 1996. On the other
hand, the over-estimation of river trade traffic,
especially inward direct traffic, was mainly caused
by the reduction in demand for sand and aggregates
for reclamation purpose as major infrastructural
development of the Airport Core Project in Hong
Kong had gradually been completed.
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The structure and the intemal consistency of the MBEFMEHNNF LML 2 TENH
model adopted for the curent study had been % Fi2 BRUHAPAHAXRE S
refined compared with those for the previous s RAFHAEADGRAZ
studies of the same series. [n view of the rapid port PrTERNBR LRI MANSHRE
development in Southern China. coupled with the S$AF FRAMNIARRFPERFTE
anticipated opening of direct trade links between RETLEENE 7& AXRRAREHE

Mainland China and Taiwan, great emphasis was
put on assessing, both qualitatively and
quantitatively, the impact of such factors on the
cargo flows of Hong Kong in the future. The model

framework was enhanced by differentiating the’

direct shipment and transhipment cargo base and
assessing cargo diversion and modal competition
in each of these areas.
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The approach adopted in this study was a
demand-led model, which did not take into
account the supply side constraint. It projected
the volume of cargo which will potentially flow
in and out of Hong Kong so as to deduce the
potential demand for port facilities.

Separate models for container and bulk cargoes
were developed. The forecasts were based on
preliminary top-down and bottom-up projections
made on statistical relationships between traffic
volumes and economic variables. These variables
were drawn from historical data with further
refinements through a judgmental process,
incorporating where appropriate information
obtained from the Port Sector Profile
Assessment.

For containerised cargo forecasting model, Hong
Kong's container throughput was first analysed in
terms of container trade originated from and
destined for Guangdong, Hong Kong, rest of
China, Taiwan and rest of the world. The next
step was to split Hong Kong's cargo base into
direct shipment cargo and transhipment cargo
and to assess their growth patterns. It then looked
into the rates of cargo diversion caused by the
following factors:

«» competitive cost benefits of using ports in
Southern China;

¢ influences of players in the industry on cargo
routing decision;

«» direct shipping links between Mainland
China and Taiwan;

% new port development in the region which
offer cost benefits for transhipment cargo;
and

+«» modal competition between river and road
transport for the Guangdong cargo.

Port Sector Profile
Introduction

In preparing the Port Cargo Forecasts, an
analysis of the Port Sector Profile (PSP), which
aimed at identifying the factors and tendencies
that are likely to affect cargo generation and
handling in
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the future, was conducted. The emphasis here is
on structures and processes which are shaping
economic changes at the global, regional and
local levels. The PSP presents the underlying
arguments and evidence for the forecasting
model assumptions and growth scenarios, and
specifically:

«» presents the key issues that will affect port
cargo throughput in Hong Kong; and

+«» describes the processes by which routing
decisions are made.

The study approach involved three basic tasks:

(i) reviewing existing secondary economic and
port/freight transport related data so as to
establish a historical perspective on future
demand and supply;

(i) interviewing key stakeholders in order to
identify the predominant issues and trends
affecting container throughput at Hong
Kong. More than 80 interviews were
conducted with the key stakeholders
summarised in Table 1. An important new
addition to the 1997/98 Port Cargo Forecasts
was a more comprehensive coverage of
consignees and importers; and

(iii) visiting various ports in the region, including
Shenzhen ports, Pearl River Delta Ports,
Xiamen, Shanghai, Dalian and Taiwan ports
- this was another new component of the
1997/98 Port Cargo Forecasts.

The Macro-Economic Context

The forecast growth rates of trade in the main
economies, generating traffic at the port of
Hong Kong are summarised in Table 2 for
1997-2001. After 2001 the growth rates are
expected to moderate progressively.

In general the impact of global and regional
economic developments on Hong Kong in the
medium term (2001-2011) is expected to be
slightly more positive than the predictions made
in the 1995 Port Cargo Forecasts. The South
China cargo base growth remains robust but the
rate of growth is expected to moderate over the
planning period. This sector is the key trade
component
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driving the growth of Hong Kong container

throughput.
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Table 1 Key Stakeholders Interviewed

Stakeholder Role Study Coverage
SANRE iaf i 3

Container shipping lines
ErAEE il

Transport of container cargo - influence
on routing and modal choices through
service offer.

EE ETRSEEY E’f{ﬂ—fﬁjiﬁﬁg’ﬁ P55
ER e U i B %),V

Majority of major shipping lines calling at

Hong Kong and Shenzhen ports

A {%ﬁ%y”&%[ 15, QJT.Q%FEJ
ey

Consolidators/logistics
services/forwarders

ETSE 2N il RS R
K

Support functions/services to facilitate
transport of goods - Can be a major
influence on changing patterns of freight
movements/ consolidation activities
through partnerships with
shippers/consignees

BT (R0 0 LI R
1;1 S DPCR g A Il & FTJ

Leading international players in South
China - Representatives of locally based
firms
[1]1‘4’115& AU RIS EIRE S
ERYCIEE

F A

T EFETPREGE CHEE T [
iﬁ”"ii' R -
Shippers/manufacturers Major influence on routing and modal Selected interviews with local players
fif5e /Q@FEJ choices E= Lﬂ Y7 PR KP\F‘(” ﬁafiﬁ]
SRER S 'ﬁﬁi}ﬁlﬂ flUsE R f*' 5
Ll

Consignees I* €7 *

Growing influence on routing choices for
outbound cargoes - cost/reliability trade-
off

S (PR R MRS R YA e —
—Agas A (R

Selected interviews/survey of major
international firms: North America,
Europe, Asia

=t Lﬂjﬁ E,r B > qjﬁ"
p - @“u*ﬂ1w% /m?%ﬁ

Importers

LY

Major influence on routing and modal
choices for in-bound cargoes

ST €T PSR RS i s
BT R

Representatives of firms active in South
China
T 2 BB ARAGAS ETY Y FI R

Container terminal operators

CHB R F i

Provide container handling and
stevedoring services - shape options for
routing and modal choices through
investment in port facilities

PR C R A TP iﬁﬂjﬁiﬁiﬁ;
ﬁ%ﬂ?ﬁw%ﬁ SRS R B S B
fapigi e s

All the terminal operators in HK and
Shenzhen

A {ﬁ(»%m*ié”p JﬁFﬂFI EEN

Mid-stream operators

LGS S

Provision of cargo handling services

A CPE RS

Leading mid-stream operators
= F;[ [lﬂ‘l /« <§ﬁ:ﬂ

River trade operators
[*]F ETEREE Y

Shape modal choice options through
service offer.
SEREFRA RS P YRR s

i rf—\f E[fjigiﬂ #

Leading rrver trade players - terminals and

shrpprng 2RI A EDEAE Y —fRpE

P «i’p? k’lﬂﬁfﬂ flJ

Mainland China and HKSAR
Officials
WWi%W{%ﬁWﬁV
BT ES

Influence regulatory environment shaping
routing and modal choices
BRI - (R T
e sz

Ministry of Communications, Customs,

Port Authorities and Government

Departments
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Table 2 Summary Short/Medium Term Trade Growth Assumptions

Average Annual Growth Rate In 1997-2001

— Jufut B e B SE E R

Exports T | Imports %[ 1
Guangdong "# 135 135
Hong Kong 75 ¥ 7.9 7.7
Mainland China ] 1js/]* |+ 11.9 12.4
Taiwan 1 3% 8.0 8.1
Europe " 7.2 7.7
us 3 7.0 7.2
World Trade {{] fi®7 bb 6.8 6.8

Determinants of Cargo Routing H L €T 3BT BE ABLPY N S

The main determinant of cargo routing in the
medium/long term will be total transport costs.
Shipping lines and their customers will see these
costs from slightly different angles, but in the
final analysis their costs are fundamentally
similar. The main objective of the shipping lines
is to find the least cost route and to provide
reliable, high quality services on that route. If the
shipping line does not do this, its competitors
will, and it will lose market share. Similarly the
main objective of the user will be to obtain the
least cost route provided by the shipping line -
with certain reservations.

Although these costs will eventually surface as
the main determinant of the split of cargo
between ports, the switch will not be immediate.
There will be impediments to the process and it
will also be subject to time lags. The main
impediments to the flow of traffic to its least cost
route are the facts that:

« some costs can only be achieved when
volumes reach critical mass. This may take
some time. The first stage is the attraction of
initial weekly services; the second stage is to
build up the frequencies of services; and the
third stage is to attract a network of feeder
services;

«+ costs are not always the same as charges
imposed by shipping lines, ports and
trucking companies. For example, the
shipping lines impose "arbitrary" or outport
charges at
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Yantian, and THCs at Hong Kong; and
vendors sometimes "absorb™ inland transport
costs;

7
*

% non-cost factors, such as the absence of red
tape, affect routing decisions; and

7
*

% the supply of port capacity outside Hong
Kong may not meet the needs of
unconstrained "demand".

The South China cargo base growth is expected
to remain robust but the rate of growth is likely to
be declined over the planning period. Shenzhen
ports share of the South China cargo base
(excluding Hong Kong) is expected to increase
significantly from the present level of 5% to
more than 50% by 2016.

« In cost terms, it is cheaper to use Shenzhen
ports as compared to Hong Kong - trucking
costs are the critical factor - but Hong Kong
should maintain non-cost advantages in the
short to medium term thus slowing the
diversion of traffic;

7
*

% consignees are gaining a growing influence
over routing choices for exports and are
shifting to FOB (Mainland China) - cost
savings are the driving decision-making
factor;

7
*

% importers still favour Hong Kong but
rationalisation of customs procedures and
tariffs will encourage direct trade to
Shenzhen ports;

+«+ port development and operating costs remain
lower in Shenzhen; and

¢+ Shipping lines are gearing up with improved
and cheaper services at Shenzhen ports - the
arbitrary imposed by ANERA is expected to
go in the future.

The main competition for direct trade will be
from Yantian; however, supply chain managers
confirmed that the switch to Yantian has been
slower than expected. But most of these
impediments to Yantian's competitiveness - the
arbitraries, the red tape and the lack of critical
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mass - should eventually be overcome.

Assuming that they are, will the cost advantages
of Yantian lead to a flood of cargo away from
Hong Kong? This question tended to be
circumvented by interviewees. They emphasised
that the constraint in the supply of berths outside
Hong Kong will prevent a flood in the
foreseeable future. The "trigger" approach used
at Hong Kong is reportedly being used at
Yantian. That is to say, new berths will not be
built until existing capacity is full. In addition,
terminal charges may fall in Hong Kong. So far,
they have remained high, as there has been little
need to compete. High traffic growth has kept
occupancies generally quite high. When
competition starts to bite, however, Hong Kong's
terminal operators are likely to react as in other
countries, by cutting prices to retain market share
- and there are some indications that this process
is starting. There should be scope for large
reductions: although the costs of construction,
development and labour are high at Hong Kong,
the capital cost of the older berths have partly
written off and the unusually high throughputs
which are achieved should result in lower costs
per container. Profit margins are generally
believed to be high by international standards.
This should allow prices to come down if
competition intensifies.

Transhipment, which accounted for 28% of
Kwai Chung throughput in 1996, appears to be
vulnerable to competing ports, because of high
handling cost. The port favoured by the lines to
take over much of the transhipment, which is
mainly for Chinese cargo, is Kaohsiung. Its costs
are reported to be half of Hong Kong's.

But shipping lines have a general tendency to
complain about port tariffs, while in practice they
are often willing to pay for good services, and
Hong Kong's services are excellent. Furthermore,
it is not only the handling charges that are
important: the fast turnarounds in themselves
reduce operating costs. And while services at
Taiwan ports are reasonably good, they are
reported to be inferior to Hong Kong's.
Furthermore, full liberalisation may take some
time. A important source of cargo trade which is
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5.3.8

5.4

54.1

likely to be lost in the short to medium terms is
the trade between Mainland China and Taiwan.
At present it has to be routed via a third country
(or, in practice, Hong Kong) because of the ban
on direct trade. This traffic is expected to be lost
as soon as direct trade is restored - which is
expected over the next few years. The trade
accounts for about 1.1 million TEUs at present. It
will almost certainly be diverted to east and north
coast ports, and may even bypass Hong Kong in
the south, going to Pearl River ports such as
Guangzhou/Huangpu, Shekou, and Chiwan.

To conclude, the loss of direct trade to Yantian
and other Shenzhen ports may be slower than
expected previously, and the loss of transhipment
to Kaohsiung and other ports should not be taken
for granted. The one major trade likely to be lost
relatively quickly would be the Mainland-Taiwan
trade, if direct trade is permitted soon; but recent
reports suggest that this may take several years.

Hong Kong Container Throughput Analysis

Hong Kong has been the busiest container port in
the world in the past six years, just outpacing
Singapore. Its rapid growth has been caused
mainly by five separate sets of traffic:

(i) The Guangdong Cargo Base: rapidly
growing demand for the products of South
China, in particular Guangdong;

(if) Hong Kong: steady growth in the economy
of Hong Kong;

(iif) Transhipment Hub: Hong Kong's position
as a transhipment centre for (a) Mainland
China provinces north of Guangdong, and
(b) neighbouring countries;

(iv) Taiwan Link: Hong Kong's position as an
intermediate used for trade between the
Mainland and Taiwan, direct trade having
been forbidden since 1949; and

(v) River Trade: increasing use of river barges
rather than road haulage for inland transport.
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5.4.2 The breakdown of container traffic by main # “%; <" 3& ﬁE?JE'r fy = EA B % F BB o)
;generating" country or region is shown in Table zigl 5] L i ﬁﬁl‘ﬁﬁ% GUHE H = o A IR
= - e F v AR £ (1) T R R ETAE T OEFE)
Table 3 Hong Kong Container Traffic - 1996 ('000 TEUs)
Imports Exports Total % Share
Tr Lt e U AR ES
Direct Services i} E73E3(a)
Hong Kong 5 ¥(b) 1,128 619 1,747 15
- Guangdong & South China 3,171 3,896 7,067 62
B ()
« Total Direct &g 4,299 4,515 8,814 78
Transhipment {8 1 £752i(d) %
Generated by it :
- Mainland China 1! 56
Taiwan 1 3% 11
- Other 'y 33
- Total Transhipment [ /&8¢ 100 1,220 1,229 2,449 22
Total EETEI 11,263 100
Plus River Trade |1 [ €738 £l 2,197
Total Port [ I ET3EEl 13,460

Notes ﬁff D (a) Inc!udes transit to/from H_on_g Kong. E/Jfﬁ,é@’f E Eﬁ?”’;"}%ﬁ/ﬁgﬁ TP e
(b) Estimated from trade statistics. £ <7 27 £/ gy 7T /’ﬁp?/'f‘f/ = o
(c) By subtraction of HK retained imports and direct exports from total direct trade. ﬁféﬁ/ #
Bt Ve e R Tt et e F NN
(d) Excluding cargo in transit on through bill of lading. 7 E/J};, it % Hiigfé/ﬁ/ﬁ/ /;5 £7

=K

(i) Guangdong/South China accounted for an (i) % i~ pyfiv E‘Tﬁﬁﬁﬁﬁ?ﬁé? R A
estimated 63% of total container traffic, 4 ,’ﬁg T AE L Eﬁi} (7w ny F E‘T
excluding river trade (57% of inward traffic SR ) 59 63% (&7 lﬁgﬁjg YU 57% K
and 68% of outward traffic) in 1996; LT J FfiY 68% )

(i) Hong Kong's own economy accounted for (i) Ffifﬁ; #??‘?E = Eppy gﬁ E oo gﬁg
15.5% of total container traffic (20% of AL SET Jﬁ% fY 15.5% ( &[0 rﬂél 5]
inward traffic and 10% of outward traffic); 20% % LY 158 I,JE', AU 10%)
and

(iii) transhipment (ship to ship) accounted for  (iii) 72 [ 1 £7 & & ( 1§~ "ﬁ%‘ﬂp =Pl R
22%. A €7 A RRGE Y 22% -

SR EGEET (RVE AR D 6
] i Foo Y

5.4.3 Within the sub-category of "transhipment” (ship
to ship), China accounted for 56% of the &l u
movements in 1996; and Taiwan accounted for {éf_ugw}??JE, =S ed J%I 6% - ﬁ 'F gl |f 9%
another 9% (the majority of Mainland-Taiwan Crrey v J\sfxz 53 O€T 38 E ?HL @,
trade is "direct" rather than transhipped). "Other" B J,EE:L B e TR CH T S
countries, including Japan, Korea and South East AR T T g B
Asian  countries accounted for the remaining I{J[—é} [0 33% o A ATy > pURL

_an
Lﬁ\

ST
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33%. This breakdown covers only

L
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5.5

5.5.1

countries at "this end" of the routes. At the "other
end", the traffic is dominated by the US and
Europe.

The Container Cargo Forecasting Model

The main steps in preparing the container traffic
forecasts are as follows:

s Firstly, the division of Hong Kong/
Guangdong container traffic into

(i) direct services and transhipment; and
(if) by country or province generating the
traffic.

+«+ Secondly, the projection of the main trades
in line with the growth rates forecast for
exports and imports in the relevant
economies. As shown, the main economies
driving container growth are those of
Guangdong, Hong Kong, Mainland China
and Taiwan. The traffic growth is in all cases
forecast on the basis of trade growth at "this
end" of the route, rather than the "other
end", which is dominated by the US and
Europe. Effectively the growth rates for
exports from "this end" already reflect the
assumptions about import growth at the
other end of each route.

7
*

% Thirdly, the subtraction of cargo likely to be
diverted to other ports. The main losses are
likely to be:

(i) The Taiwan Factor - Trade between
Mainland and Taiwan which has to be
routed via a third country under
current laws (in practice, Hong Kong
handles the majority). It is assumed
that between 80-90% of this trade will
be lost to other Chinese ports when the
authorities in Beijing and Taipei agree
on full liberalisation of direct services
between Taiwan and the Mainland.
Current indications are that this will
take several years.

(if)  Transhipment traffic, part of which is

vulnerable to high tariffs in Hong

Kong.
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(iii)

In practice, however, transhipment
traffic has been increasing faster than
direct services in recent years. It
increased by 27% p.a. between 1992
and 1996; and although the growth
rate slowed down in 1996, it was
explicable by one major move (Cosco
had consolidated a large part of its
transhipment traffic at its new Kwai
Chung container terminal when it
opened in 1994-95, but returned part
of it to Singapore in 1996). Despite
this, the average growth in
transhipment at Hong Kong remains
high, and lack of alternative ports
seems likely to limit losses in the short
term. The main threat in the future will
be from Taiwan - although Hong
Kong's efficiency, critical mass,
service frequencies, network coverage,
reliability and commercial flexibility
may  offset  Kaohsiung's  cost
advantages. Furthermore, Taiwan is
not yet allowed to compete for the
dominant Chinese transhipment trade,
except at the ports of Xiamen and
Fuzhou. The immediate loss of traffic
to Xiamen and Fuzhou is likely to be
less than 200,000 TEU, or about 8%
of total transhipment traffic. The real
threat to Hong Kong's transhipment
trade will only emerge when
Mainland-Taiwan transhipment links
are fully liberalised.

Yantian - Traffic lost to the port of
Yantian, which offers lower total
transport costs than Hong Kong. These
cost advantages have, so far, been
offset by operational difficulties,
particularly — with  customs; and
although there have been some
improvements it is unlikely that the
gap between Hong Kong and Yantian
will be fully closed in the foreseeable
future. Furthermore, Hong Kong's
service levels and reliability are of a
very high standard, and consignees are
often willing to pay more for such
services, especially where total
transport costs are only a small
percentage of the value of the goods in
the container. Nevertheless, Yantian's
throughput is increasing fast and
pressure from cost-

(iii)
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(iv)

v)

conscious consignees to shift to
Yantian will ensure that the diversion
continues. The pace of diversion will
be affected by capacity growth and
service improvement in Yantian
comparing to Hong Kong port
operators' ability to control cost and
reduce land transportation costs.

Other South China Ports - Traffic lost
to other ports in Guangdong,
especially Shekou, Chiwan and in the
future Dachen on the western side of
Shenzhen, is also a factor affecting
Hong Kong's position. Recent trends
and physical limitations (especially the
limited water depths in the Tonggu
Channel at 13.5 m) suggest that these
other Guangdong ports will attract
much less traffic than Yantian.
Furthermore, new ports will find it
hard to compete with highly efficient
existing operators such as HPH, P&O
and the existing Hong Kong port
operators.

Rail - Rail transport's share of Hong
Kong's container traffic is negligible at
present. In 1996 only 6,000 TEUs
entered or left Hong Kong by rail.
Furthermore, there has been little
growth in the last three years. Neither
the KCRC nor the Chinese railways

have any significant success in
attracting container traffic. In fact,
KCRC's involvement in freight

transport of any type is limited. The
main development affecting KCRC's
prospects for handling containers in
recent years has been the completion
in 1996 of the Jing Jiu Railway linking
Beijing and Hong Kong. Gaps in the
line within Hong Kong, however,
probably rule out its use for
transporting significant numbers of
containers to the port. There has been
a plan to build a link between the
existing line and the port via the
Western Corridor Railways; but it has
been postponed several times. And
although there is now a new proposal
for a link between the Eastern Railway
and Kwai Chung, it is unlikely to be
completed before 2004 at the earliest.

(iv)

(v)
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5.5.2

5.5.3

5.6

5.6.1

®,

+« Finally, addition of the river trade cargo
traffic to project the overall container
throughput of Hong Kong. Transport of
containers by river increased rapidly
between 1992 and 1996. Its average growth
in that period was 42% p.a. The growth,
however, appears to have slowed down in
1997. This may be explained by a
resurgence of competition from trucking.
Costs of road haulage for typical journeys
from Guangdong to Hong Kong are reported
to have fallen from HK$6,000 to about
HK$4,000 per 40' container in the last two
years. River transport now accounts for 31%
of  container movements between
Guangdong and Hong Kong. This represents
a significant increase from 5% in 1992.
River transport is best suited to target cargo
on the west side of Guangdong, which limits
it to about 45% of the total. Furthermore,
river transport would be unlikely to
approach this ceiling, for two reasons: first,
part of the cargo on the west side of
Guangdong would have to make a road
journey to the river port and this would add
to costs; and, secondly, high value container
cargo usually moves by road, which offers
high speed, control, flexibility and absence
of the need to wait for a service. On this
basis, river trade's share of the inland
transport for Hong Kong's ocean container
traffic is forecast to rise steadily to around
one third; before falling again in later years
when additional cross border road
infrastructure will be developed.

The future development of Hong Kong's port will
mostly depend on the relative strength of cargo
base growth and the propensity of cargo
diversion to other ports. Considerable growth in
cargo volumes over the next 20 years is
expected, albeit at slower rates than have been
experienced in the past.

Hong Kong port is expected to become more and
more focused on handling the already dominant
South China cargoes. Cargoes transhipped
between ocean going vessels will be increasingly
diverted.

Key lIssues for Port Cargo Growth
South China/Hong Kong Cargo Base

Overall growth of the South China (Hong Kong
and Guangdong) cargo base will drive
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5.6.2

5.6.3

5.6.4

5.6.5

development of Hong Kong's port over the
planning period. It is expected that strong growth
of the South China cargo base will continue into
the future but the rate of growth is expected to
moderate.

Diversion to South China Ports

The development of new ports in South China
coupled with improving level of services will
increase routing options for shippers over the
course of the planning period. The strong growth
of the overall cargo base will however provide
many opportunities for the various ports in the
region to expand, including Hong Kong.

Diversion of Mainland-Taiwan Cargoes routed
through Hong Kong

It is expected that about 80-90% of the trade
between Taiwan and Mainland China which is
currently routed via Hong Kong will be lost to
other Chinese ports when the authorities in
Beijing and Taipei agree on full liberalisation of
direct services between Taiwan and the
Mainland. Current indications are that this will
take several years.

Decline of Regional Transhipment

Over the planning period, the importance of
ocean transhipment trade should decline as trade
is diverted. The factors driving the diversion
process are relative costs. There are cheaper
places to tranship, and more sensible routing
options for cargo further away. The improved
provision of trade and port services in other parts
of the Mainland and expected normalisation of
trade relations between the Mainland and Taiwan
will lead to high levels of diversion of these
cargoes away from Hong Kong. However, this
cargo sector is relatively less valuable to Hong
Kong and its diversion should not inflict serious
damage to the economy of the Territory.

River Transport

Transport of containers by river increased rapidly
between 1992 and 1996. Its average growth in
that period was 42% p.a. The growth, however,
appears to have slowed down in 1997. Future
growth of river trade will depend mainly on the
growth of the Guangdong economy. The pool of

F P ] £ 7 ) 1997/98

o %’EEFJ%T H ?ﬂﬁl@"j Rk
ﬁ’m®w$ﬁw*°

g R A
TEAFIL > ETE |

f! * H LR E RSPV DR U .
Tl R E"fiﬂ%l%f?‘ﬂjﬁp”’ﬁ@i SR B il
*EHJﬁIW%HI C A7) ] 17 by
ﬁt%r °

EREFHPIL] 2~ F’,‘ WA I E Py
#r4

«liﬂj"l Iﬁ I ELSE Y 3% I“EIFJFVPJ

?FIﬁF[J$I«QQB77JI¢ ’WIEFJE[F]JH[[E;IPJ

jit FIﬁ[/ & ’Lj\TFI%FUEIL‘Iyﬁ?J\
b 80 %= 90%321 2 E IO L F
BT S S R

F
il

29

-

P X B SE D

T FIRIL) o Rt CTE AL o R R Y
ERE @ 1[& oﬁlxﬁm:f;uiuﬁl £ R g R
FU[—I\IEI: o EI IJ_T */F&ﬁﬁl%ﬂji’ﬂj_}u Fl &=
HHUED 5 T 7 W T R AR USRI N R Y

FUE P = Rrm Py o F]l[gsalﬂ f9 29 4 puEr
Eiﬂv?ﬁﬁl%w 7 e TSR
o Y [|r ﬂfjﬁif* 53 ag
%l&"#’ijf ]i#ltﬁoj\iﬁ’g*lg;@’
tTFI?%FEJF’JIE;E‘tTHR’FW ng T%"
BA WA PGS A 018 ;IEIJTEJ$

=
R
[t
B

c
—L

T E=-

Ju _{EF ’
ﬁ‘r@‘;ﬂ » TSR B F
BV~ Jedes # o R
JAFE7 BAET R I
3@w°@%[
Nprws 3 [1EPs

;o |
=

O 3.
a5
A

>
X

»

.%o\
,q@;

= 7
i
gr\
(nind

17



Hong Kong Port Cargo Forecasts 1997/98

5.6.6

5.6.7

5.6.8

cargo using river transport i.e. Guangdong's
exports and imports, is increasing faster than
total container traffic at Hong Kong.

Mid-stream Cargo Traffic

Recent evidence suggests that there is flexibility
in the choice between the container terminals and
mid-stream services but the container terminals
are frequently the preferred option for most
container handling if tariff differentials are
acceptable. The mid-stream is exposed to a
number of disadvantages of varying degrees
which if combined will put downward pressure
on mid-stream volumes:

% Taiwan trade impact will likely have a
disproportional impact on the mid-stream;

«» loss of the mid-stream client base to direct
calls at Mainland ports;

« if tariffs at the container terminals continue
to fall in real terms then the container
terminals may also become more attractive
to users at the margin (notwithstanding
comparable  reductions in  mid-stream
services); and related to the above,

“* major expansions in container terminal
capacity, through productivity increases and
new terminal development, are also
anticipated to potentially lower tariffs and
ease access to terminals.

On balance, it is anticipated that mid-stream
growth will be less than the port as a whole and
thus future split between the container terminals
and mid-stream is likely to shift in favour of the
container terminals.

Taken into account all the above factors, the
distribution of cargoes handled by Hong Kong
port, analysed by shipment and market type is
summarised in Figure 5. It is clear that Hong
Kong will become more focused on handling
direct shipment cargo from the already dominant
South China market. Its relative importance will
increase gradually from 63% of total ocean
container throughput in 1996 to 76% in 2016. It
is the direct shipment from the South China
cargo base that drives the growth of Hong Kong
port.
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AN REEAN 1997738

BE —ANARE-F-AEGEINEAHERROFLENNNERY
Figure 5 Relative Importance of Major Regions to Hong Kong Port Throughput 19968-2018
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6.1 Hong Kong's port cargo forecasts are prepared HEME—AAA FE—- KA
for the benchmark years of 1999, 2001,2006, - Z——R-B—~EHEREHGHFL
2011 and 2016 with breakdowns by cargo type BOGAEAM LERHEH )&% 1
and shipment type. The main forecasts are GHA LA RS 4 HEINANH
sun}mar;sed i}’l Figure 6.407;//erall port trafT;: is BRAEX - E—AAAEE-_R—R
projected to increase at 4.7% per annum from . o o
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Figure 6 Pastand Projected Trend of Hong Kong Overall Port Traffic
398
400 -~
350
5300
5 g0
Eézoo
5150
100
50
0
1986 1991 1996 1999 2001 2006 2011 2018
[ ®Ocean g ORver /@ |
ZZT) Port
= .

BRI AKL
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62  Hong Kong's total contsiner throughput will S R4MmRERELEE=¢ SRERS
amount 10 24 milllon TEUs In 2006 and 33 2 400 XEMAKELY - Hof-—x
milllon TEUs in 2016. [t represents a projected FMA TN KRAXARARE . i &
average annual growth rate of 6.0% and 3./% BEAREANMA AXN+Xfo%
respectively during the first and second decades +ERHSEFHNRRANN 6. 0%
of the planning period, up from 13.46 million B3 1N B—AAAEH | 348 .
TEUs In 1996. The forecast growth patem is ¢ ﬁ' R, ;,; o
presented in Figure 7. THAARRAR

rEt-

63 It is projected that the volume of containers - AHHT—L—A % HAAMBER
carried by ocean-going vessels will reach 26 MM E B2 2 600 L2 EESE 3]
million TEUs by 2016 while 7milllon TEUs will & » R A AR R IR 2700 K&
be handled by river trading vessels. This also FARMREG AEMEERBEBANN
reflects a steady increase in share pfriver 1‘”*&5’%&.*&*1#'*’){.

Bt FRRBINEERANAY -
Figure 7 Past and Projected Trend of Hong Kong Container Traffic
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6.4 River trade container throughput is forecast to

expand at a much faster rate than its ocean
counterpart in the planning period up to 2008 but
fall short of the ocean throughput in the period
between 2009-2016. This is mainly due to the
planning of addition of new cross border road
infrastructure in around 2008 and the increasing
diversion of the Guangdong cargo base to
Shenzhen ports. The growth rates of river and
ocean container throughput are summarised in
Figure 8.
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Figure § Projected Growth Rate of Hong Kong Container Throughput
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Implications of the Current Asian
Currency Turmoils on the Forecasts

The recent cumency turmoils and economic
instability affecting East and South-East Asia is
creating uncertainty in relation to freight transport
and more specifically port development in South
China. This results in short term uncertainty about

the rate of growth of overall container throughput -

over the next 1-2 years. There may be some
downward pressure on throughputs in particular in
the intra-Asia trade route. However, the evidence
on the more important Europe and North America
trades is unclear. The latter depends on a more
important issue — the impact of the recent turmoils
on the spatial distribution of economic activity and
investment flows with the Asian region. Related to
this is the complex question of how the various
govemments and markets respond to the current
crisis and the “success” of these response.

In general, it is still too early to assess the impacts
of current economic instability in Asia. The main
objective of the study s to examine the long term
trend of the rate of cargo growth to guide port
development pianning. The short term instability
will be monitored closely and the forecast trend
will be updated when more information
available. For this purpose, Section 6 provides 8
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Hong Kong Port Cargo Forecasts 1997/98

base case of the pattern of container throughput
growth in Hong Kong on the best information
available to date, with the high and low case
scenarios detailed in Chapter 6 of the report
providing guides as to the potential impacts of
major changes to growth rates.
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