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n less than two months, | am going to step
down as Chairman of the TIC after close
to six years in office. It is most unexpected that at
this moment a very unfortunate incident happened to
an inbound tour group from mainland China: a Chinese
visitor passed away possibly because of a situation related to
shopping. The police are now conducting criminal investigations
into the case, and the TIC is also negotiating with the mainland
authorities with a view to enhancing the regulatory regimes in
Hong Kong and mainland China and ensuring that similar incidents
will never happen again.

As the Executive Director has briefly recapitulated in his report the
tasks undertaken by the TIC in the past year, | will not repeat them
here. Rather, | would like to take this opportunity to talk about
several issues which | believe the industry should pay attention to
in this final Chairman's report of mine.

First, the inbound industry. Since the mainland launched the
Individual Visit Scheme in 2003, Hong Kong has witnessed an
exponential growth in visitor arrivals lasting for more than 10
years: the number of visitors surged nearly three times from
close to 22 million in 2004 to over 60 million last year, with 78%
of them from the mainland. The steadily increasing growth rates
in visitor arrivals, however, began to go in the opposite direction
in June this year, with negative growth figures recorded from
June to September. Although the National Day holiday period (1-7
October] this year managed to have an increase of 2.3% in visitor
numbers, the growth rates had actually declined year after year
from double-digit figures a few years ago to this year's single-digit
figure. It is expected that the overall visitor arrivals this year will
record a negative growth rate.

The inbound industry is now experiencing a correction. The reason
for a reduction in visitor numbers is, mainly, the effect of a strong
Hong Kong dollar and weak currencies in the region, especially
the Japanese yen whose exchange rates have drastically dropped,
which, coupled with relaxed requirements for Japanese visas, has
lured a huge number of mainland visitors and other short-haul
visitors away from Hong Kong to Japan, even travellers from the
Philippines and Thailand also flocking to the country. The number
of visitors from South Korea, although Middle East Respiratory
Syndrome (MERS] is over now, has not yet resumed to its previous
level. And with anti-parallel trading protests and the recent
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incident of a Chinese visitor who passed away in Hong Kong still
on the minds of mainland visitors, their interest in travelling to the
city is bound to dwindle. In fact, not only has the number of visitors
from the important market of mainland China declined, other
short-haul visitors have also come to Hong Kong in fewer numbers.
This two-fold setback has had a great impact on Hong Kong, which
should not be underestimated. Faced with the current crisis, both
the industry and the Government need to work out strategies
together and understand afresh the unique features of this "East
meets West" culture, which is Hong Kong's real attraction, in order
to attract visitors from places around the world.

Next, | wish to say a thing or two about the proposed third runway
at the airport, which has been studied and discussed for a long
time. Since the current two runways at Hong Kong International
Airport will soon reach capacity, there is an urgent need to build
a new runway in order to meet Hong Kong's ever-increasing
aviation needs and secure its status as an aviation hub. Given the
enormous benefits to be brought about by a third runway to Hong
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W To prepare for the full implementation of the Competition Ordinance in December this year, the TIC has

:amended the two directives about the outbound package tour service charge and the handling fee for

cancellation of outbound tours for reasons beyond control. A briefing was held on 5 May to explain to
members the main points of the amendments.
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Kong's tourism industry and economic development, the industry
fully supports the construction of a third runway as quickly as
possible even though its cost may be as high as HK$140 billion or
more. As far as the financial arrangements are concerned, the
Airport Authority (AA] initially proposed that funding should be
provided through such channels as bank loans and bonds, and an
airport construction fee of HK$180 for every departing passenger.
After differing views as to the amount of the airport construction
fee were expressed by the TIC and industry members, the AA has
recently revised the airport construction fee so that passengers
will be charged different fees according to their ticket class and
flying distance and other factors. For example, a short-haul
passenger in economy class will need to pay HK$90 and a long-
haul passenger in economy class HK$160. Whereas the industry
welcomes a reduction in the airport construction fee, the AA
should pay travel agents an administrative fee if they are expected
to collect the construction fee in order to compensate them for an
inevitable increase in their workload and administrative costs.

Finally, | would like to talk about the outbound industry. Hong
Kong's outbound industry has long established itself as a
mature industry, and even after the huge impact of Severe Acute
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A The TIC held a Members' Lunch Gathering on 21 August, at which representatives from the New
: World Group were invited to talk about the revitalisation and extension project of the Avenue of
Stars.
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Respiratory Syndrome (SARS] in 2003, it was still able to quickly
bounce back and then keep growing to new heights: its annual
turnover of package tours and air-plus-hotel packages alone has
now reached about HK$16 billion. From January to September this
year, the outbound levy recorded an increase of about 8% over the
same period last year, which is rather impressive. Nevertheless,
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Since the outbreak of Middle East Respiratory Syndrome (MERS] in South Korea in late May
this year aroused widespread concern, the TIC invited representatives from the Port Health
Office to brief members on the latest MERS situation and preventative measures at a health

talk held on 17 June.
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both the inbound and retail industries have suffered a downturn
in turnover in the past few months, which is expected to continue,
and the performance of the global economy has fluctuated rather
considerably. Hong Kong may, as a result, experience an economic
slowdown, thus taking away the momentum of the outbound
industry in the fourth quarter or even next year. It is hoped that
members will prepare themselves for any sudden turn of events
even though their business is brisk now.

In recent years, air-plus-hotel packages have been so popular that
quite a number of travellers would rather travel in such a partially
self-arranged mode than join a traditional package tour. Members
operating package tours should therefore, apart from organising
package tours that always sell well, keep exploring new markets
and devising new travel products. For example, a lot of retired
elderly people have a high spending power and plenty of leisure
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time, thus making the senior market full of potential; package
tours for the whole family also offer great potential for growth as
any tours which provide quality entertainment for all the family
members will be attractive to this segment of the market; and
as having overseas weddings has begun to gain popularity lately,
organising tailor-made overseas weddings and wedding receptions
will become a new trend for the industry. Members can continue
to enjoy thriving business only through continuous efforts to
explore new business opportunities. As for members specialising
in booking air tickets and hotels, they must have faced increasing
pressure in recent years as airlines, hotels and price-comparison
websites have been increasingly assertive. Given the challenges
posed by suppliers and new technologies, members cannot but
take a more pro-active and assertive attitude and continue to
offer quality service in the hope that they can win over customers
through their service.

During the past six years, the TIC and | are fortunate to have the full
support of every director, committee member and member of staff
of the TIC, for which | would like to take this opportunity to thank
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it %lﬁ B - Bl A At the invitation of the Tourism Administration of Guangdong Province, the TIC organised a delegation in mid-

September to visit the China (Guangdong) International Tourism Industry Expo, and sent another delegation
between late October and early November to the Guangdong International Tourism and Culture Festival.
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them wholeheartedly. | would also like to thank again on behalf of
the TIC the following government departments, institutions and
companies for their close cooperation with and frequent assistance
for the TIC: various departments of the Hong Kong Government,
including the Tourism Commission, the Travel Agents Registry, the
Customs and Excise Department and the Immigration Department;
the China National Tourism Administration, the Shenzhen Municipal
Bureau of Culture, Sport and Tourism and many other mainland
and overseas tourism organisations; airlines, tourist attractions
and hotels.
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Michael Wu wH, JP

Chairman

31 October 2015



